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Not  to  be  taken  from  this  room 


310104 


Every  person  who  maliciously 
cjts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 


BIGGER  IS  SAFER 
RIGHT?  WRONG. 


"How  safe  do  you  feel  in  your  car? 
Very  safe?  Safe?  Unsafe?" 

When  K.  M.  Warwick  Marketing 
Research  asked  a  nationwide  sample  of 
new  car  buyers  that  question,  90.8%  of  the 
people  who  owned  Volvo  wagons 
answered  "very  safe!' 

These  Volvo  wagon  owners  felt  safer 
than  the  owners  of  57  cars— small, 
medium  and  large— from  G.M.,  Ford, 
Chrysler  and  AMC* 

There  are  no  studies  which  prove 
that  a  Volvo  wagon  is  safer  than  bigger 
cars.  But  when  you  drive  a  Volvo,  youll 
understand  why  people  feel  so  safe. 

You'll  notice  the  overall  sense  of 
strength  and  solidity  a  Volvo  offers.  The 


all-around  visibility  The  feeling— thanks 
to  rack  and  pinion  steering  and  a  spring 
strut  suspension— of  being  in  complete 
control  of  a  can 

You'll  also  be  riding  secure  in  the 
knowledge  that  Volvo  has  been  a  pioneer 
in  automotive  safety  So  much  so  that  the 
U.S.  Government  has  studied  Volvo's 
safety  characteristics  to  help  establish 
safety  standards  for  cars  of  the  future. 

So  if  you're  looking  for  a  station 
wagon  that's  big  enough  to  hold  a  family 
of  five  (and  their  luggage)  comfortably, 
you  have  a  basic  choice. 

You  can  buy  a  wagon  that  was 
designed  primarily  with  bigness  in  mind. 

Or  one  that  was  also  designed  to  be  safe 


^Survey  conducted  amon^  owners  of  new  cars  bou/iht  in  May,  19"^^ 


VOLVO 
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VOLVO.  A  CAR  YOU  CAN  BELIEVE  IN 
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What  if  the  umpires 
decided  to  play? 


What  would  happen  to  the  grand 
old  game  if  the  umpires  started 
changing  the  rules?  What  if  the  um- 
pires decided  they  could  tell  the 
pitchers  what  to  throw... the  fielders 
where  to  stand. ..the  baserunners 
when  to  steal... the  batters  when  to 
swing?  Abner  Doubleday  preserve 
us. ..what  if  the  umpires  decided 
to  play? 

"Ridiculous!"  the  sportswriters 
would  write.  What  makes  the  um- 
pires think  they  can  play? 

"Throw  the  bums  out!"  the  fans 
would  scream.  "Who  gave  them 
the  right  to  change  the  rules?" 

There  is  a  grander,  older  game 
still.  It's  called  free  enterprise,  a 
system  that  made  America  the 
strongest,  most  affluent  nation  on 
earth. The  umpires  in  Washington— 
the  regulators— are  already  rewriting 
the  rules  for  American  business. 

How  long  before  they  decide  to 
play? 

WARNER  &SWASEY 


The  Grinding  Machine  Division's  Step- 
master''''^  computer-controlled  grinder  auto- 
matically grinds  multiple  shaft  diameters,  a 
big  improvement  in  grinding  technology. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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When  E.E  Hutton  talks^  people  listen. 


Creating  nev| 


Lockheed  knows  how. 


World's  fastest  aircraft.  , 

Flashing  through  the  skies  at  speeds  that  made  its  black 
titanium  skin  glow  cherry  red,  the  Lockheed  SR-71  has 
proved  itself  the  world's  fastest  plane  by  setting  two  speed 
records  that  still  stand.  One  record  of  2092  mph  over  a 
1000  kilometer  course  broke  a  mark  of  1815  mph  set  by  a 
Russian  MIG-25  Foxbat  in  1967.  The  other  record  — 2194 
mph  over  a  15/25  kilometer  course  — broke  a  mark  set  by 
the  Lockheed  YF-12A  in  1965. 


.  SR-71 

r 

Important  as  superior  speed  is,  however,  it  is  just  one 
advance  Lockheed  has  brought  to  the  world  of  flight. 

Worlds  quietest  big  jetliner. 

A  new  era,  a  new  technical  advance  in  aircraft.  The 
L-1011  TriStar  was  certificated  by  the  U.S.  Federal  Aviation 
Administration  as  the  world's  quietest  big  jetliner.  It 
continues  to  be  the  quietest  of  the  big  jetliners,  a  welcome 
neighbor  at  airports  and  airport  communities  world  wide. 


L-1011  TriStar 


World's  most  advanced 
maritime  patrol  plane. 

Most  of  the  Earth  is  ocean.  And  most  of  the  ocear 
under  the  keen  scrutiny  of  the  P-3C  Orion. 

Orion  is  uniquely  qualified  for  maritime  patrol.  It  " 
fly  low  and  slow  for  long  periods  of  time.  It  can  dash 
high  speed  to  distant  destinations.  Its  acoustic,  electn 
and  infrared  "eyes  and  ears"  can  pierce  fog  and  watt 

Orion  has  been  chosen  by  Australia,  Iran,  Japan, 
New  Zealand,  Norway,  Spain  and  the  U.S.  Navy.  And 
Canada  recentK'  selected  an  advanced  version  callec 


idvances  in  flight. 


Lockheed's  first  airplane,  the  Model  C  in  1913.  This  original  hydro-aeroplane  earned  three  passengers  at  60  miles  an  hour 


ra.  No  other  maritime  patrol  plane  is  close  to  Orion 
tions  served,  miles  flown  or  overall  capability. 

rids  fastest  loading  airlifter. 


>  Galaxy  ^ 


e  C-5  Galaxy  began  a  new  epoch  in  airlift.  It  is  the 
St  military  airlifter  ever  built.  It  can  carry  heavy 
Dment  impossible  for  other  aircraft  to  handle, 
the  world  of  airlift,  where  speed  in  loading  and 
ading  is  critical,  the  C-5  stands  alone.  It  is  the  only 
ter  that  kneels  on  its  landing  gear  to  bring  its  cargo 

close  to  the  ground—  within  shoulder  height  — to 
d  handling  of  huge  pieces  of  equipment.  It  is  the 
airlifter  that  loads  and  unloads  at  both  ends.  In  actual 
ation,  200,000  pounds  of  cargo  have  been  unloaded 

a  C-5  in  under  30  minutes. 

rld's  most  versatile  airlifter. 

e  C-130  Hercules  began  its  career  purely  as  an  airlifter. 
g  the  way,  this  sturdy,  simple  airplane  has  added 
/  roles.  Now  it  is  a  tanker,  a  search  and  rescue  plane, 
3to-mapping  aircraft  and  a  commercial  cargo  plane, 
en  serves  as  a  passenger  liner. 


In  the  Arctic,  Hercules  lands  on  skiis.  Around  the  world, 
it  lands  on  runways  of  gravel,  dirt  or  sand  that  turn 
away  other  aircraft. 

And  it's  a  fuel  saver.  Its  quiet,  thrifty  turboprop  engines 
use  far  less  fuel  than  turbofan  engines.  No  wonder  43 
nations  have  chosen  this  timeless  plane  of  many  missions. 


Creating  new  advances  in  flight  has  been  the  life  work 
of  thousands  of  Lockheed  workers.  The  Super 
Constellation  helped  establish  world  airline  routes. 
The  F-80  was  America's  first  operational  jet  fighter. 
JetStar— and  now  the  JetStar  II  — has  led  the  way  in 
creating  the  field  of  business  jets. 

The  long-range  C-141  StarLifter  was  America's  first  fan  jet 
airlifter.  The  S-3A  Viking  is  a  major  advance  in  carrier- 
based  patrol  aircraft.  In  advancing  the  world  of  flight, 
Lockheed  knows  how.  In  virtually  all  types  of  aircraft. 

Lockheed 
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Iknow 
smoke! 


"There's  only  one  reason  I  ever 
smoked.  Good  taste. 

"So  when  I  switched  to  low  tar, 
I  wasn't  about  to  give  that  up.  If  you 
don't  smoke  for  taste 
what  else  is  there? 
"But  there  was  all 
that  talk  about  tar 
"Unfortunately,  most  low 
:    tar  cigarettes  tasted  like  nothing. 
Then  I  tried  Vantage. 

"Vantage  gives  me  the  taste 
C  ^  I  enjoy  And  the  low  tar  I've 
been  looking  for." 


Vince  DoughertY 
Philadelphia,  Pa. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Regular,  Menthol, 
and  Vantage  lOO's 


FILTER  lOO's:  10  mg."tar". 
0.8  mg.  nicotine,  FILTER, 
MENTHOL:  11  mg.  "tar",  0.8  mg.  nicotine, 
av.  per  cigarette,  FTC  Report  MAY  78. 
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Dear  Sir:  Drop  Dead 


As  A  MAGAZINE  that  does  not  hesitate 
to  express  an  opinion  on  almost  any 
subject  we  feel  competent  about, 
Forbes  has  attracted  a  body  of  read- 
ers who  are  themselves  not  in  the 
least  bit  shy  about  expressing  their 
opinions.  We  get,  therefore,  a  consid- 
erable number  of  "dear-sir-you're-all- 
wet"  letters  and,  provided  that  they 
are  not  1)  libelous  2)  obscene  3)  pure- 
ly abusive  or  4)  impossibly  long-wind- 
ed, we  quote  from  a  fair  nuiuber  of 
these  contentious  missives  in  our 
Readers  Say  column.  In  fact,  we  are 
more  likely  to  quote  a  letter  disagree- 
ing with  us  than  one  praising  us.  It's 
not  that  we  don't  like  praise  but  sim- 
ply that  we  recognize  disagreement  is 
probably  more  interesting  and  more 
stimulating  to  our  readers  than  mere 
agreement.  Besides,  we  aren't  so 
pompous  as  to  believe  ourselves  in 
sole  possession  of  absolute  truth. 

All  this  by  way  of  explaining  the 
situation  on  pages  76  and  77  of  this 
issue.  Contrary  to  our  usual  policy  of 
boiling  letters  down  to  an  essential 
nub,  we  quote  this  one  in  full.  And 
we  run  it,  not  in  the  usual  letters 
columns  but  in  the  main  body  of  the 
magazine.  Why?  Because  we  think  it 
is  an  important  letter,  and  because  it 
gives  us  a  chance  to  reiterate  our  own 
economic  beliefs,  which  are  eclectic 
and  pragmatic  whereas  the  writer  s 
are — we  believe — doctrinaire  and 
theoretical.  The  writer:  Lawrence  K. 
Roos,  president  of  the  Federal  Re- 
serve Bank  of  St.  Louis.  He  is  remon- 
strating with  us  over  an  article,  'Mil- 
ton's Paradise  Lost"  (Aug.  7),  written 
bv  our  Economics  Editor  Ben  Web- 


erman, which  was  essentially  a  put- 
down  of  orthodox  monetarist  econom- 
ics. Roos,  an  intelligent  and  outspo- 
ken monetarist,  was  moved  to  reply. 
So  we  printed  his  letter — together 
with  our  own  reply.  We  commend 
the  exchange  to  our  readers.  We 


Critic  Roos 


More  interesting  than  praise. 

think  it  focuses,  sharply  and  in  a  rela- 
tively short  space,  the  basic  issues 
between  monetarist  and  nonmonetar- 
ist  economics  that  are  being  widely 
debated  these  days  on  campus,  in 
business  and  in  government. 


Confusing  With  Facts 


"Talk  to  one  person  and  you  have  a 
story.  Talk  to  two  or  three  and  you 
have  a  controversy,  "  says  Staff  Writer 
James  O'Hanlon.  'But  talk  to  20  or  so 
in  the  men's  clothing  business  and 
you've  got  three  stories  and  six  con- 
troversies." A  lot  of  triangulation  had 
to  be  done  before  O'Hanlon  came  up 
with  the  story  of  the  off-the-pipe-rack 
discounters  of  men's  suits  which  be- 
gins on  page  33.  "Virtually  no  two 
people  told  exactly  the  same  story 
about  the  new  slew  of  men's  bargain 
stores,  "  he  says.  "The  field  is  actually 
made  up  of  hundreds  of  small  opera- 
tors, all  with  their  own  variations  on 


the  game."  The  game:  I  can  get  it  for 
you  (nearly)  wholesale — maybe. 

'Two  people  told  me  if  I  quoted 
them  they'd  get  'thrown  off  a  roof 
Another  said  he  might  get  shot,  "  says 
O'Hanlon.  He  is  well  equipped  to 
handle  such  reportorial  vagaries.  Be- 
fore settling  on  journalism,  he  was  a 
short-order  cook,  a  taxi  driver,  a  con- 
struction worker  and  a  seller  of  ladies' 
shoes.  In  his  3V2  years  at  Forbes  he 
has  demonstrated  a  fine  turn  of 
phrase  and  an  eye  for  the  human 
factors  behind  the  business  headlines 
(see  'How  To  Make  $100,000  A 
Year,  "  Forbes,  May  15).  ■ 
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Honeywell  helps  Fidelity  Plaza  save  energy 
Enough  to  run  one  fourth  of  their  huildii^  £n 


You  don't  have  to  be  a  huge 
energy  user  to  profit  from  a 
Honeywell  energy  manage- 
iient  system.  In  fact,  you  don't  even 
lave  to  buy  the  system.  Using 
^OSS,  Honeywell's  unique  time- 
■hared  energy  management  service, 
he  Fidelity  Plaza  building 
n  Oklahoma  City  saves  over  25% 
m  yearly  energy  costs. 

Through  BOSS,  Fidelity  Plaza 
hares  our  computerized  Delta 
ystem— and  a  highly-skilled 
Honeywell  energy  manager— with 
)ther  buildings  in  the  area, 
heir  savings  repaid  startup  costs 
n  five  months.  Now  they  pay  a 
ear's  service  fees  out  of  a  few  weeks' 
avings.  The  rest  goes  right  to 
heir  bottom  line. 

\  precision  control 
iystem  programmed 
'or  savings^ 

Whether  you  choose  to  share 
iOSS  service  or  buy  your  own  Delta 
ystem  depends  on  your  building's 
equirements.  In  either  case,  a 
Delta  computer  controls  all  your 
nergy-using  systems.  It  automatic- 
lly  checks  occupancy  schedules, 
cads  temperatures  and  operates 
11  heating,  cockling  and  lighting 
quipment  for  maximum  energy 
avings.  At  no  cost  to  comfort. 

In  hundreds  of  buildings, 
irge  and  small,  energy  savings  of 
0  to  30%  are  common.  There 
re  manpower  savings,  too.  And 


Delta  can  even  take  care  of 

your  fire  and  security  system  needs. 

The  Honeywell 
advantage  is  hardware 
plus  exp)erience. 

Delta  is  the  product  of 
Honeywell's  unique  combination 
of  computer  technology  and 
long-established  leadership  in 
temperature  controls.  Only 
Honeywell  designs,  builds  and 
services  all  major  components 
of  its  own  system,  from 
thermostats  to  computers.  That's 
why  you  can  rely  on  Honeywell 
to  supply  the  total  energy  savitigs 
package  your  building  needs: 
hardware,  proven  programs  and  the 
highly  skilled  and  experienced 
people  to  make  them  work. 

We  can  help  you  every 
step  of  the  way.  From  planning  and 
detailed  application  with  your 
design  team  through  installation 
and  operations  training.  And 
afterwards,  with  expert  preventive 
maintenance  service  that  keeps 
your  whole  system— computer, 
controls  and  mechanical  equipment 
as  well— functioning  at  top 
efficiency. 

Find  out,  free,  how 
much  you  can  save  on 
the  bottom  line. 

Today,  a  lot  of  people  want 
to  tell  you  how  to  save  energy.  We'll 
tell  you  how  much  you  can 
save— in  dollars  and  cents.  Using 
our  experience  and  Deltas 


software,  we've  designed  a  precise 
computer  analysis  that  can  give 
you  an  accurate  estimate  of  your 
building's  savings  potential. 
Our  analysis  is  free;  there's  no 
charge  or  obligation.  All  we 
need  are  a  few  facts  about  your 
building  which  your  building 
manager  can  provide. 

Before  you  invest  in  any 
energy-saving  system,  spend  1 5f 
to  send  for  our  Bottom  Line 
computer  questionnaire.  We 
showed  Fidelity  Plaza  how 
to  save  tens  of  thousands  yearly. 
Let  us  show  you. 


Free  analysis  of  your  building's 
energy-saving  potential 

Send  this  coupon  for  your  free 
Bottom  Line  Computer  Questionnaire 


N;imc 


Titk- 


Company 


Addr 


Citv 


State 


hp 


Area  Code  Telephone 

Monthly  electric  bill: 

□Under  $5000      DSS-IO.OOO      DOver  $10,00i; 

Building  size:  DUnder  50,000sq.  ft,  nSO-lSaOOC 
sq  ft      DOver  1 50,000  sq  ft 
Mail  to:  Honey-well  Commercial  Division 
Dept.  09O14. Minneapolis,  \1N  55408 


It's  good  business  to  run  a  fine-tuned  building. 


Honeywell 


Trends 


Edited  by  JOHN  A.  CONWAY 


Return  Of  The  Native 

Around  the  world,  corporations  are  bid- 
dinj^  lor  homegrown  executives,  scarce 
as  they  are,  to  replace  the  once  sought- 
after  foreign  experts.  That  is  the  salient 
finding  of  a  survey  of  750  U.S.  and  500 
other  corporations  by  the  executive- 
search  firm  Korn/Ferry  International. 
France,  for  example,  wants  mostly  Com- 
mon Market  nationals.  Belgium  and 
Britain  will  take  only  their  own  citizens, 
who  are  gradually  replacing  Americans 
in  executi\(>  slots.  Manufacturers  in  Brit- 
ain and  Belgium  are  leading  the  hunt 
there,  while  in  France  construction  ex- 
ecutives are  far  and  away  the  most  in 
demand.  Similar  trends  showed  up  in 
other  parts  of  the  globe.  In  both  Mexico 
and  Jajian  so  far  this  year,  95%  of  corpo- 
rate re(|uests  for  executives  called  for 
local  names.  Hong  Kong,  Singapore  and 
Malaysia  specified  locals  in  60%  of  their 
requests.  For  the  remainder,  they  would 
take  Britons,  but  not  Americans.  To  get 
what  they  want,  overseas  employers  are 
stepping  up  the  ante.  Mexico's  executive 
salaries  are  up  19%.  Japan's  management 
jobs  command  5%  more,  with  3.5 
months'  salary  thrown  in  as  bonuses. 
Other  Asian  countries  are  using  salaries 
to  effect  a  shift  to  locals.  Singapore, 
Hong  Kong  and  Malaysia  have  increased 
salaries  for  their  nationals  by  10%  to 
15%;  expatriates  are  getting  what  they 
earned  in  1977. 

Ford's  Angry  Dealers 

Will  ain  thing  come  of  the  sound  and 
fury  raised  by  Ford  dealers  over  Henry 
Ford's  abrupt  firing  of  his  president,  Lee 
lacocca,  this  summer?  Ed  MuUane  of 
Bergenfield,  N.J.,  who  heads  the  1,200- 
member  Ford  Dealer  Alliance,  is 
launching  a  revolt  with  twin  goals.  He 
w  ants  lacocca  back  and  he  wants  a  dealer 
on  the  Ford  board  of  directors.  Dealer- 
factory  friction  in  the  auto  business,  of 
course,  is  as  old  as  the  wheel,  but  Mul- 
lane  is  trying  a  new  tactic — a  dealer- 
stockholder  protest.  A  check  of  his  Alli- 
ance's board,  he  says,  showed  82%  of 
them  owning  Ford  stock  and  he  is  can- 
vassing all  6,700  dealers  (3,800  sell  Ford 
only,  the  rest  Lincoln-Mercury  or  both 
lines)  to  determine  their  holdings.  Mul- 
lane  is  meeting  resistance.  One  big  Chi- 
cago-area dealer  says  bluntly  he  won't 
divulge  his  holdings  (and  he  doesn't 
think  others  will)  and  even  dealer  Lee 
Darr  of  Quincy,  Mass.,  a  Mullane  ally 
and  assistant  treasurer  of  the  Alliance, 
thinks  the  chances  of  national  support 
are  "questionable.  "  Yet  even  though  the 


Lcc  lacocca.  Henry  Ford.  Vice  Chairman  Phili))  Caldn  cll;  Ed  Mullane  (below) 
What  happens  when  important  customers  get  mad  at  management? 


rehiring  of  lacocca  is  thoroughly  unlike- 
ly, winning  a  stronger  voice  for  dealers 
in  the  company  looks  like  a  better  bet. 
There  already  is  a  company-sanctioned 
Ford  Naticmal  Dealer  Council,  but  Lee 
Darr,  who  sits  on  it,  says  the  council 
"makes  recommendations  and  Ford  does 
as  it  damn  pleases.  "  Ford  himself  is  obvi- 
ously sensitive  about  the  dealers  (who 
are,  after  all,  the  company's  only  actual 
customers).  The  day  after  firing  lacocca, 
the  chairman  sent  a  letter  to  every  deal- 
er, stressing  the  wealth  of  skilled  top 
management  in  the  company — which 
suggests  that  Henry  II  is  ready  to  placate 
the  dealers  even  if  he  would  never  back 
down  on  lacocca. 


It  Must  Be  The  Heat 

Solar  energ\  has  given  Congress  a  case  of 
midsummer  madness.  First,  Senator 
Gary  W.  Hart  (D-Colo.),  claiming  a 
"breakthrough,  "  persuaded  the  Sen- 
ate— without  dissent — to  add  on  to  a 
military  construction  bill  an  order  that  all 
new  family  housing  (and  25%  of  other 
buildings)  have  solar  heating.  (House 
members  of  the  Senate-House  confer- 
ence on  the  bill  also  raised  no  objec- 
tions.) Hart  says  proudly  his  bill  will 
mean  "new  sales  of  $50  million  to  $100 
million  for  an  industr\'  that  had  sales  of 
only  $150  million  last  year.  "  The  White 
House,  caught  napping  by  Hart's  move 
(the  .administration  had  budgeted  only 
$36  million  for  solar  energy),  complains 
privately  that  the  housing  requirement 
alone  will  add  $33  million  to  Pentagon 
spending  in  one  year.  Presumably  it 
would  also  mean  solar  heat  for  six  units 
planned  for  Helsinki,   where  the  sun 


shines  only  two  months  of  the  \ear. 
Meanwhile,  the  House  Public  Works 
Committee  has  okaved  83  million  for 
solar  collectors  on  the  Ra\burn  Office 
Building,  after  a  consultant,  using  some 
suspicious-looking  estimates  of  future 
fuel  prices,  figured  they  would  pay  for 
themselves  in  only  15.6  years.  More- 
over, the  collectors  will  not  be  placed  at 
the  most  efficient  angle  to  the  sun  in 
order  to  preserve  the  "aesthetics'  of  the 
Rayburn  pile,  long  rated  one  of  the  ug- 
liest in  \\'ashington. 
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The  White  House  is  in  the  middle  of 
another  no-win  inflation  battle,  this  time 
over  minimum  wages  for  low-level  ad- 
ministrators such  as  managers  of  fast- 
food  restaurants,  motels  and  theaters 
and  for  some  professional  workers.  The 
Labor  Department  wants  to  raise  the 
managers'  minimum  from  $155  a  week  to 
$225  and,  under  a  separate  professional 
category,  to  hike  pay  for  engineers,  ac- 
countants and  some  skilled  hospital  per- 
sonnel from  $170  a  week  to  $250.  The 
AFL-CIO  wants  even  more:  a  $275  mini- 
mum for  the  managers,  $300  for  the 
professionals.  Fast-food  chains,  retailers, 
motel  and  theater  owners,  whose  manag- 
ers often  make  little  more  than  the  help 
and  get  no  overtime,  are  naturally  lining 
up  against  the  increases.  They  have  the 
backing  of  President  Carter's  Council  on 
Wage  &  Price  Stability.  The  councils 
head,  Barry  Bosworth,  has  already 
drawn  fire  from  AFL-CIO  President 
George  Meany  for  urging  employers  to 
bargain  more  vigorously  on  wages.  Bos- 
worth's  group  is  arguing  that  the  new 
minimums  will  only  feed  the  current 
high  inflation  rate. 

The  Weed-Zapper 

After  several  years  of  work  and  tests,  a 
small  Vicksburg,  Miss,  firm  plans  to 
move  into  the  big  time  with  its  patented 
system  of  killing  weeds  by  electricity. 
Lasco,  Inc.,  founded  by  a  group  of 
Mississippi  Delta  farmers  and  headed 
by  Jerry  Dykes,  a  former  mechanical 
engineer  with  the  U.S.  Army,  has  a 
method  of  clearing  weeds  from  row 
crops  that  it  thinks  will  be  as  revolution- 
ary as  the  arrival  of  chemicals  like  2-4-D 
a  generation  ago.  The  EDS  devices  (for 
"Electrical  Discharge  System  ")  can  be 
attached  to  tractors  or  to  special  carriers 
and  draw  their  power  from  the  vehicle's 
own  on-board  generator.  The  trick  is 
controlling  the  voltage  so  that  the  jolt 
kills  weeds,  but  leaves  other  plants  un- 
harmed. Because  crops  like  soy  and 
cotton  are  relatively  resistant  to  electric- 
ity, Lasco  says  its  machines  can  weed 
those  crops  for  about  $2  an  acre,  vs.  $8 
to  $12  for  chemicals.  So  far  the  firm's 
$10,000-to-$20,000  machines  have  been 
leased  to  big  farm  operators,  but  the 
company  will  be  selling  them  next  year. 
(It  also  has  prototypes  for  hand-held 
EDS  gadgets  for  home  gardeners.) 
Feeling  secure  in  their  patents,  the 
founders  are  negotiating  with  a  number 
of  major  manufacturers  with  an  eye  to- 
ward an  acquisition  or  merger  deal.  ■ 


The  day  a  transplanted  executive 
discovered  the  symphony  in  Iowa 


Excited  about  being  trans- 
ferred to  Iowa?  Maybe  or  maybe 
not.  But  once  you  get  here,  and 
discover  all  that  Iowa  has  to  offer, 
you  —  and  your  family  —  may 
never  want  to  leave! 

Most  of  the  cultural  advantages 
of  major  urban  areas  can  be  found 
here  in  Iowa.  Concerts  by  the 
world's  leading  performers  (last 
spring,  Amsterdam's  famed  Con- 
certgebouw  Orchestra  played  four 
concerts  here).  Art  exhibits.  Thea- 
ter, and  much  more.  All  without 
having  to  fight  the  urban  crush  to 
enjoy  them! 


If  you're  seeking  a  location  for 
your  new  plant,  chances  are,  Iowa 
can  fill  every  one  of  your  require- 
ments, including  outstanding 
"quality  of  life." 

For  more  information,  write: 
Gary  Owens,  Industrial  Division, 
Iowa  Development  Commission, 
Dept.  FB-2,  250  Jewett  Bldg..  Des 
Moines,  Iowa  50309.  Or  call  515- 
281-3500. 


Howe 


a  place 
to  grow 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Call 


...If  j/ourcompanj/ 
needs  expert  counsel 
in  Heat  Transfer 

America's  leading  manufac- 
turers of  mobile  equipment, 
engines,  gas  turbines  and  ma- 
ctiine  tools  depend  on  Young 
Heat  Transfer  Products.  If  qual- 
ity, service  and  integrity  are 
important  to  you,  wtiy  not  con- 
tact Young? 


2825  Four  Mile  Road 
Racine,  Wisconsin  53404 
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Follow-through 


The  Itel  Idea 


Computer  marketing  was — and  is — the 
main  business  of  Itel  Corp.,  but  its  presi- 
dent and  cofounder,  Peter  S.  Redfield, 
had  amply  demonstrated  his  readiness  to 
make  money  in  other  ways  when 
Forbes  reported  (Dec.  15,  1977)  how 
his  firm  had  changed  "from  an  idea 
whose  time  had  passed  into  a  company 
with  a  future."  Itel  is  still  financing  and 
selling  computers  and  other  data-pro- 
cessing products  and  services,  but  the 
excitement  during  the  past  several 
months  has  been  in  Itel  Air,  a  small 
division  of  the  company's  Air  &  Fleet 
Services  Group,  specializing  in  leasing 
and  selling  aircraft. 

Two  years  old,  Itel  Air  had  a  net  of 
only  $500,000  on  revenues  of  $2.2  mil- 
lion in  1977,  barely  a  patch  on  the  Cali- 
fornia-based firm  s  overall  performance, 
which  earned  $52.9  million  on  sales  of 
$402  million.  But  Redfield  is  confident 
Itel  Air  will  generate  revenues  of  $40 
million  in  1979  and  contribute  $10  mil- 
lion to  aftertax  earnings. 

Redfield  likes  aircraft  financing  be- 
cause it  lets  Itel  deal  in  "high  dollar- 


value  items  which  have  little  risk  of  be- 
coming technologically  obsolete.  "  Itel 
actually  has  only  eight  planes,  worth  $45 
million,  on  the  books  now,  but  it  has 
agreed  to  buy  another  $430-million 
worth  by  the  middle  of  next  year.  So  far 
all  are  Boeings:  nine  707s  fi^om  Qantas 
and  seven  747s  ordered  from  Lufthansa 
for  $175  million.  (The  last  deal  was  a 
coup  since  Itel  had  to  fight  oflF  bids  from 
Japan  Air  Lines  and  Pan  Am.) 

Itel  expects  aircraft  like  these  to  be  in 
demand  for  at  least  another  decade,  and 
foreign  airlines — in  Korea,  Belgium  and 
Britain,  for  example — are  already  buying 
and  leasing  them.  Itel's  plan  calls  for 
acquiring  $100-million  worth  of  aircraft 
annually,  and  the  company  expects  to 
have  at  least  $500-million-to-$600-mil- 
lion  worth  by  1980. 

Itel,  of  course,  has  been  heavily  in- 
volved in  other  transportation  areas  and 
is  expanding.  It  owns  or  holds  on  lease 
8,800  railroad  cars  worth  $300  million 
and  plans  to  spend  another  $100  million 
on  more  this  year.  The  ten  ships  in  its 
present  fleet  are  worth  $136  million, 
with  another  eight,  worth  $104  million, 
to  be  purchased.  Rounding  out  the  in- 


ventory is  Itel's  stock  of  125,000  shipping 
containers.  This  spring  the  company  be- 
gan to  finance  leases  for  truck  fleets,  and 
in  four  months  has  written  $30  million  in 
business,  with  another  $40  million  to  $50 
million  to  come  by  year-end.  By  the 
close  of  1978,  the  firm's  total  assets  will 
top  $1.1  billion,  and  transportation 
equipment — land,  sea  and  air — will  ac- 
count for  75%.  "We  think  we  are  build- 
ing the  largest  transportation  leasing 
firm  in  the  world,  "  Redfield  says. 

To  finance  all  this,  Itel  in  March  of  this 
year  sold  $25  million  in  debentures  over- 
seas; in  April,  another  $100  million  in 
subordinated  debentures  with  500,000 
shares  of  common;  and  in  June,  1  million 
shares  of  new  common.  The  added  debt 
doesn't  worry  Redfield,  who  notes  that 
73%  of  it  is  at  fixed  rates,  compared  with 
only  24%  a  few  years  ago.  And  despite 
the  new  shares  outstanding,  Itel's  stock 
is  trading  at  or  near  its  highest  prices 
since  1969.  Revenues  this  year  are  ex- 
pected to  climb  about  50%,  to  more  than 
$600  million,  and  per-share  earnings  to 
go  from  $3.02  in  1977  to  more  than 
$3.75.  Small  wonder  Redfield  exudes 
confidence. 


( 


Canon 

PLAIN  PAPER  COPIER 


2975 

h's  why  Canon's  NP-50  is 
^one  of  the  biggest  bar^aii 
in  plain  paper  copier  histo 

Bargains  like  this  simply  don't  turn  up  ever; 
And  what's  more,  a  recent  survey  shows  th( 
NP-50  replaces  copiers  like  the  Xerox  660  as  wel 
old-fashioned  electrofax  copiers.  One  of  the  reas' 
IS  that  Canon's  supenor  NP  technology  brings  cc 
quality  close  to  printing  quality.  The  second  is  the 
its  reliability  is  greatly  enhanced  by  fewer  moving 
parts. 

And  the  Canon  NP-50  is  really  compact.  An 
quiet,  too.  And  small  enough  to  fit  into  any  offic« 
space.  It  even  has  an  optional  rollaway  stand,  so 
can  easily  move  it  from  office  to  office,  wherever 
needed. 

Low  price.  Compact 
size.  Plus  greater 
reliability.  Just  a 
few  of  the  things 
that  make 

Canon's  NP-50       shortest  paper  path  m  the  mduslry  eliminates  papcf 

one  of  the  biggest  bargains  in  plain  paper  copier 
tory.  For  further  information,  just  fill  out  and  mai 
coupon. 

$2,975  IS  the  manufacturer's  suggested  list  price, 
Rollaway  stand  optional  at  extra  cost, 
Xerox  IS  a  registered  trademark  of  Xerox  Corp 
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Itel's  President  Peter  Redfield 


Computers  are  fine,  [ets  are  divine. 


A  Stir  In  Stamps 

Trading  stamps,  a  Sperry  &  Hutchinson 
officer  boasted  last  year  (Forbes,  July  1, 
1977),  were  making  a  "tremendous 
comeback."  Last  month  brought  fresh 
euphoria  when  the  Great  Atlantic  &  Pa- 
cific Tea  Co.,  the  second-largest  super- 
market chain,  announced  that  after  a  six- 
year  lapse  it  would  oflFer  stamps  in  447  of 
its  1,844  stores:  S&H  Green  Stamps  in 
two  groups  of  midwestern  stores,  Carl- 
son Cos.'  Gold  Bond  Stamps  in  282  oth- 
ers in  the  Northeast.  The  Gold  Bonds 
would  have  an  added  dividend,  earning 
not  only  appliances  and  other  goodies 
but  discounts  on  food  items. 

The  stamp  business  could  certainly 
use  a  comeback.  In  1969,  when  the  craze 
was  at  its  zenith,  about  70%  of  the  super- 
markets (there  were  then  39,000)  were 
giving  away  stamps.  Then  the  boom 
evaporated,  primarily  because  too  many 
stores  had  the  same  kind  of  lure.  An- 
other blow  came  after  the  oil  embargo 
when  gasoline  stations  no  longer  needed 
any  added  attractions.  (S&H,  which  v,'as 
getting  $90  million  a  year  from  the  gas 
pumpers,  lost  90%  of  it  in  one  year.)  By 


1975,  the  share  of  stores  using  stamps, 
according  to  the  Food  Marketing  Insti- 
tute, had  shrunk  to  16%,  and  by  early 
1978,  to  under  12%. 

Hopeful  signs  had  started  to  appear 
even  before  A&P  made  its  move.  S&H, 
which  has  diversified  into  such  lines  as 
carpets  and  furniture,  scored  a  38%  sec- 
ond-quarter gain  in  profits — but  its 
stamp  division  enjoyed  an  87%  jump. 
With  shoppers  racing  fi-om  store  to  store 
hunting  bargains,  customer  loyalty — a 
big  thing  in  supermarkets — was  obvious- 
ly eroding,  and  a  number  of  regional 
chains  have  returned  to  stamps. 
(Safeway,  the  country's  biggest  oper- 
ation, is  using  promotional  stamps  in  a 
division  based  in  Salt  Lake  City,  but  that 
is  a  one-shot  local  move  dictated  by 
Utah's  ban  on  Safeway  Bingo,  which  the 
division  is  using  in  neighboring  states.) 

Even  with  A&P,  it  is  questionable 
whether  any  1960s-style  boom  is  under 
way.  And  one  major  stamp  booster,  Gold 
Bond  President  Harry  W.  Greenough, 
doesn't  want  one.  He  would  like  to  see, 
say,  45%  of  the  stores  using  stamps  (his, 
naturally)  but  beyond  that  he  sees  satu- 
ration and  the  same  old  trouble.  ■ 


And  here^  Canon^  full 
line  of  solutions  for  youi; 
copier  problems. 

Now  you  can  copy  computer  printouts,  ledger 
ind  legal  size  originals  in  full  size— or  reduce  them  to 
2tter  size— with  the  new  Canon  NP5500  reduction 
;opier 

And  you  can  get  the  same  features  without  reduc- 
ion  capability  in  Canon's  NP5000,  the  first  "dry" 
oner  console  plain  paper  copier  with  11"  x  17"  copy 
:apability.  Designed  for  offices  with  medium-to-high 
'olume  requirements,  the  NP5000  is  reliable,  versa- 
ile;  copies  onto  everything  from  letterhead  to  trans- 
)arencies;  and  comes  with  a  unique  push-button  dou- 
)ie  cassette  paper  changing  system  and  automatic 
oner  control  for  consistently  high  copy  quality. 

Or  if  you  need  a  compact  copier,  there's  the  Canon 
VP-50  with  optional  rollaway  stand.  At  $2,975,  it's 
)ne  of  the  biggest  bargains  in  plain  paper  copier 
listory 

For  more  demanding  copy  needs,  there's  the 
^anon  NPL7  with  ADF  that  automatically  feeds  and 
;ollates  up  to  40  pages.  The  popular  NPL7,  for  copiers 
jpto  11"  X  17"  in  either  book  or  sheet  mode.  Or  the 
VP  1824,  for  copying  newspaper  size  originals  up  to 
18"  X  24". 

Whatever  your  copying  requirements,  whatever 
iize  office,  one  of  Canon's  full  line  of  NP  plain  paper 
:opiers  was  exactly  designed  for  you. 


Cation 


PLAIN  RARER  COPIERS 
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INVEST  IN  YOURSELF 


Become  a  Western 
Auto  Associate  Store 
Owner,  a  partner 
with  one  of 
America's  largest 
retail  chains, 
Western  Auto 
Associate  Stores. 


•  Backed  by  42 
years  of  successful 
Associate  Store  experience. 

•  No  contract  or  franchise  fee 
or  sales  royalty  ever 

•  (Monthly  hard  hitting  sales 
circulars  available. 

•  Extensive  T.  V.  coverage  in 
most  markets  at  no  cost. 

•  Regular  Western  Auto  truck 
delivery  to  most  stores. 

•  Customer  credit  financing 
plan  available  for  your 
customers. 

•  Associate  Store  Owner  credit 
programs  expand  your 
investment  dollars. 

•  Training  in  retail  store 
management  provided. 

•  Personal  help  through  regular 
visits  from  Territory  Sales 
Manager 

•  Investment  varies  with  market, 
f^inimum  $40,000. 

•  Stores  available  in  many 
towns  throughout  the  United 
States. 

Fill  in  the  coupon  for  more  information. 


Send  to  R.  T  Renfro,  V  P. 
Western  Auto 
2107  Grand  Avenue 
Kansas  City,  MO  64108 


Name 


Dept.  FO978-40 


Address 
City  


State  - 


Zip_ 


Phone  -  Area  Code 


(  )- 


Choice  of  store  area 


(till  in) 


WESTERN  AUTO 


Readers  Say 


Levi  Stock  Split 

SiR:  The  i-xcclh'tit  Aug.  21  cover  story 
on  Levi  makes  considerable  mention  of 
Robert  D.  Haas,  but  unfortunately  does 
not  refer  to  the  other  fifth-generation 
family  member  whose  record  augurs 
well  for  his  future  with  the  firm.  Peter  E. 
Haas  Jr.,  30,'  is  currently  in  Brussels  as 
senior  product  manager  for  basic  jeans 
with  Levi  Strauss  Europe. 

It  might  also  be  worth  noting,  in  judg- 
ing our  strength  for  the  future,  that  all 
three  of  our  group  executive  vice  presi- 
dents and  eight  of  our  nine  division 
presidents  are  under  50.  They  are  among 
the  reasons  we  are  not  worried  about 
"busting  out  of  our  britches.  " 

Your  story  did  not  reflect  that  our 
stock  split  2-for-l  July  16,  1976  so  that 
our  current  price  (37)  is  well  above  our 
$47  offering  price  ($23.75  adjusted)  and 
is  near  its  alltime  high.  During  the  same 
period  the  Dow  Jones  index  is  up  from 
882.39  to  889.21.  Investors  who  pur- 
chased our  stock  in  1974-75,  when  de- 
spite our  profitable  operations  it  was  6'/s 
(adjusted),  have  done  even  better. 

— Walter  A.  Haas  Jr. 
Chairman  of  the  Board, 
Levi  Strauss  6  Co. 
San  Francisco,  Calif. 

Deserving  Bunch 

SiR:  Re  your  editorial  (Fact  and  Com- 
ment, Aug.  7)  deploring  an  "antipress" 
decision  by  the  Supreme  Court.  This 
couldn't  happen  to  a  more  deserving 
bunch  of  people. 

— C.  W.  Van  Eatin 
Ardmore,  Okla. 

Slave  Labor? 

SiR:  Your  statement  that  we  can  no 
longer  afford  a  volunteer  army  and  your 
advocacy  of  universal  training  (Fact  and 
Comment,  Aug.  7)  reminds  me  of  a  plan- 
tation owner  s  attitude  that  he  could  not 
afford  to  replace  slave  labor  with  hired 
labor.  When  we  have  conscription,  we 
just  make  the  poor  draftee  bear  most  of 
the  cost.  When  we  have  a  volunteer 
army,  we  all  bear  a  fair  share  of  the  cost. 

— Thomas  H.  Ledford 
Baton  Rouge,  La. 

SiR:  Cheers  for  your  lead  editorial  on 
compulsory  military  training.  I  know  of 
no  better  way  for  the  nation  to  get  going 
again  than  by  giving  its  youth  some  disci- 
pline in  their  formative  years. 

—J.  B.  Webel 
Toledo,  Ohio 

SiR:  Why  should  the  government 
draft   onl\'    18-vear-olds?   The  Armed 


Forces  would  be  very  happ\  to  get  the 
services  of  the  Editor-in -(^hief  of  a  na- 
tional magazine. 

— Brian  Erickson 
Rochester,  N.Y. 

So  Be  it 

SlR:  Norman  Pearlstine's  facts  were 
largely  correct  in  his  article  "A  Nation  Of 
Ostriches"  (Aug.  7).  I  must,  however, 
take  issue  with  his  conclusions,  such  as, 
"The  prevailing  mood  seems  to  be:  If  we 
don't  look  at  the  problem,  maybe  it  will 
go  away.  The  ostrich  could  well  be  the 
national  bird.  " 

My  government  and  people  are  only 
too  painfully  aware  of  the  attempts  by 
Peking  to  isolate  us,  and  of  the  wish  of  a 
small  group  of  Americans  to  accede  to 
Chinese  Communist  demands  in  regard 
to  Taiwan.  But  our  mind  is  made  up:  We 
just  will  not  negotiate  for  our  own  funer- 
al, come  what  may.  If  that  makes  us  a 
nation  of  ostriches,  then  so  be  it. 

— I-cheng  Loh 
Director, 

Chinese  Information  Service 
\ew  York,  \.Y. 

FMC  A  Factor  Here 

SiR:  In  "Cleaning  Up  The  Nation's 
Water  "  (July  24)  you  name  six  companies 
as  manufacturers  of  water  purification 
gear;  and  although  FMC  wasn't  one  of 
them,  we  have  been  in  the  business 
longer  than  several  of  those  named.  Our 
Environmental  Equipment  Division 
(formerly  the  Chicago  Pump  Co.,  which 
specialized  in  municipal  wastewater 
treatment  systems),  in  combination  with 
the  industrial  water  purification  systems 
that  were  acquired  in  1966  when  we  pur- 
chased the  former  Link-Belt  Co.,  make 
this  division  one  of  the  leading  sources  in 
the  country  for  treatment  systems. 

— A.  H.  Campbell 
Director-Advertising, 
FMC  Corp. 
Chicago,  III. 

Mohonk  Friends  Reply 

SiR;  This  longtime  vacationer  at  the 
Mohonk  Mountain  House  protests  your 
editorial  "If  You  Want  A  Close  Encoun- 
ter Of  A  Unique  Kind  "  (Fact  and  Com- 
ment. Aug.  7).  Much  of  the  furniture  can 
be  considered  "working  antiques.  "  Bath- 
rooms are,  however,  nearly  all  new.  .  .  . 
Lake  Mohonk  guests  find  that  Quaker  tra- 
ditions of  hospitality  endure  in  surround- 
ings which  bespeak  reverence  for  God. 

— Robert  A.  MacKenzie,  M.D. 

Toms  River,  N.J. 

SIR:  Cocktails  from  6:30  to  8:00  at 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 

Not  a  New  Issue 

J.  ^Ol/l/ ^l/fJl/  kDiliti  C/O 

All  fin  T^vnrliiof^  Tno 

Capital  Stock 

(par  value  $M) 

Price  $61¥8aShare 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 

MORGAN  STANLEY  &  CO.                      E.  F.  BUTTON  &  COMPANY  INC. 

Incorporated 

THE  FIRST  BOSTON  CORPORA  TION     MERRILL  L  YNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

DEAN  WITTER  REYNOLDS  INC.                                        BACHE  HALSEY  STUART  SHIELDS 

Incorporated 

BL  YTB  EASTMAN  DILLON  &  CO.     DILLON,  READ  &  CO.  INC.     DONALDSON,  LUFKIN  &  JENRETTE 

Incorporated                                                                                             Securities  Corporation 

DREXEL  BURN  BAM  LAMBERT          KIDDER,  PEABODY  &  CO.          LAZARD  FRERES  &  CO. 

Incorporated  Incorporated 

LEHMAN  BROTBERS  KUBN  LOEB                                PAINE,  WEBBER,  JACKSON  «fe  CURTIS 

Incorporated  Incorporated 

SMITH  BARNE  Y,  HARRIS  UPHAM  &  CO.                                              WERTHEIM  &  CO.,  INC. 

Incorporated 

BEAR,  STEARNS  &  CO.                                                         SHE  ARSON  HA  YDEN  STONE  INC. 

August  10, 1978 

The  Ritz  in  Chicago  offers  you  an  unusually  productive 
environme}2t  for  your  next  business  meeting.  Our  meeting 
rooms  are  beautifully  appointed  and  superbly  equipped  to 
prot>ide  just  the  right  working  atmosphere  for  groups  of  10  to 
100  people  ( or  for  a  reception  for  1200  in  The  Ballroom). 
You  and  your  associates  will  especially  enjoy  the  spacious 
decor  of  our  guest  rooms  and  the  outstanding  afray  of  food 
and  entertainment.  And  the  pleasures  of  unwinding  in  our 
ultra-modem  Health  Spa.  For  complete  details,  call  our 
Director  of  Sales,  collect,  at  312-266-1000. 
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Readers  Say 


Mohonk!  The  Smileys  [the  founding  fam- 
ily] are  spinning  in  their  graves. 

— T.  W.  Edwards 
Del  Mar,  Calif. 

SiR:  I  wish  I  could  have  seen  Mo- 
honks  St.  Peter  when  you  arrived  at  the 
pearly  gates  astride  those  clattering  con- 
traptions. He  must  have  thought  he  was 
being  subjected  to  a  visitation  from 
Hell's  Angels. 

You  don't  go  to  Mohonk  for  the  splen- 
dor of  its  accommodations  or  cuisine, 
which  cannot  be  mentioned  in  the  same 
breath  with  the  Homestead,  the  Clois- 
ters, Broadmoor  or  Del  MonteLodge. 
The  grounds  are  what  makes  it  one  of  the 
most  beautiful  resorts  in  the  world. 

My  first  actjuaintance  with  Mohonk 
was  in  1908  with  an  80-year-old  'boy  " 
carrying  our  luggage. 

— William  M.  Young 
Walnut  Creek,  Calif. 

SiR:  We  have  been  flooded  with  com- 
munications from  our  Mohonk  friends 
which  range  from  chuckles  to  outrage. 
My  own  reaction  is  somewhere  in  be- 
tween. We  will  welcome  you  as  a  guest 
again  in  the  future. 

— B.  H.  Matteson 
Executive  Vice  President, 
Smiley  Bros. ,  Inc. 
Lake  Mohonk,  N.Y. 


Not  A  Recluse 

SiR:  Re  the  box  entitled  "Reclusive 
Innovator"  in  your  article  on  Fort  How- 
ard Paper  (June  12).  There  was  no  "fam- 
ily feud.'  Austin  Cofrin  did  not  have 
much  use  for  what  he  considered  the 
inept  management  of  other  local  paper 
mills.  He  did  not  have  much  time  for  the 
"downtown  business  group"  and  did 
withdraw  from  the  local  Chamber  of 
Commerce.  However,  he  was  not  a  so- 
cial recluse,  nor  was  he  "'removed  from 
community  life.  He  belonged  to  several 
community  organizations. 

— David  A.  Cofrin,  M.D. 

Miami,  Fla. 


Does  Not  Have  This  Plan 

SiR:  Re  the  table  in  your  article  on 
dividend  reinvestments  (Aug.  7).  El 
Paso  Co.  does  not  have  a  dividend  rein- 
vestment program.  The  common  stock  of 
our  principal  subsidiary.  El  Paso  Natural 
Gas,  [is]  substantially  all  owned  by  its 
parent.  El  Paso  Co.  Our  annual  dividend 
is  $1.10  per  share,  which,  at  a  price  of 
16,  would  yield  6.9%,  not  14.7%. 

—Ralph  Rettig 
Manager,  Shareholder  Relations, 
El  Paso  Co. 
El  Paso,  Tex. 
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IBM  Reports 


Prices  keep  going  up. 
Information  costs  keep  going  down 


$1.26 


Cost  of  computing 


II  w 


1952 


1978 


The  chart  shows  it  all.  In  the  face  of  a 
relentless  rise  in  prices,  one  cost  keeps  drop- 
ping dramatically:  information  technology. 

A  set  of  calculations  that  cost  $1.26  to  do  on 
an  IBM  computer  in  1952  can  be  done  today 
for  7/lOths  of  a  cent. 

That's  180  times  less.  (Compared  to  the 
buying  power  of  a  1952  dollar,  it's  really  over 
400  times  less.) 

Why  has  the  information  technology  indus- 
try so  successfully  bucked  the  tide  of  rising 
prices.^ 

For  one  thing,  it's  a  young  industry.  And 
being  young  means  being  innovative. 

Here's  one  example:  the  computing  power 


of  a  machine  which  filled  a  large  room  25 
years  ago  is  contained  in  circuits  that  you  can 
hold  in  your  hand  today.  And  the  computation 
speeds  are  over  a  thousand  times  faster. 

These  and  other  advances  come  from  IBM 
and  hundreds  of  othercompanies  in  the  infor- 
mation technology  industry. 

With  every  innovative  advance,  and  every 
resulting  reduction  in  computing  costs,  the 
advantages  of  information  technology  be- 
come available  to  more  and  more  people. 
Technology  which  increases  productivity  to 
help  slow  the  pace  of  rising  costs. 

Innovation.  Productivity.  Helping  to  fight 
inflation. 


Helping  put  information  to  work  for  people 


A  crash 


project  in  outi 


Testing.  Testing.  Testing  of  ci 
plete  vehicles  and  component 
a  part  of  our  Commitmentto  Qi 
ity  program  at  Case.  Hundredi 
separate  examinations  may 
conducted  before  a  product 
marketed  (the  picture  sequei 
above  records  a  test  of  cab  str 
ture  safety  in  one  of  our  tractc 
Testing  is  one  aspect  of  a  pei 
sive  quality  control  program  rea 
ing  into  every  level  of  operati 


nagement,  engineering,  manu- 
:uring,  sales,  service.  And  it's 
king. 

jineers  are  more  interested  in 
quality  of  their  work,  assem- 
's  are  more  careful,  inspectors 
'e  critical  of  each  item  checked, 
ke  sure  it's  right . . .  check  it! 

'  Commitment  to  Quality  is 

ibolized  by  the  mark  which 
)ears  at  the  left  and,  next  to  the 


Case,  Drott  and  Davis  logos,  it's 
the  most  prominent  symbol  dis- 
played at  our  facilities  these  days. 
It's  posted  in  offices  and  produc- 
tion facilities,  worn  by  managers 
and  assembly-line  employees.  Do- 
ing something  about  production 
excellence  is  one  reason  why 
Case  is  one  of  the  world  leaders  in 
the  manufacture  and  distribution 
of  machinery  for  construction  and 
farming. 


For  a  comprehensive  new  bro- 
chure about  J  I  Case,  its  total 
operations  and  product  lines, 
write:  Communicationsand  Public 
Affairs,  J  I  Case  Co.,  Dept.FCR2, 
700  State  Street,  Racine,  Wiscon- 
sin 53404. 


J I  Case 

A  Tenneco  Company 


doing  something  about  it. 


I^e  drove  this  Tk  ton  Rolls  Royce  over  a  bridge 
lade  entirely  of  St.  Regis  paper  to  prove  a  point. 


The  point  is  that  paper  can  be  stronger  than  you  think. 
)ecially  if  it's  in  the  form  of  corrugated  box  material. 

The  roadbed  of  this  bridge  was  made  out  of  six  layers 
5t.  Regis  triple-wall  corrugated-a  material  we  supply  a 
of  to  the  U.S.  The  verticals  were  made  of  five  layers, 
1  the  triangles  of  four. 

Triple  wall  is  made  up  of  three  layers  of  the  corrugated 
ledium' '  and  four  layers  of  linerboard.  And  it  can 
hstand  1, 100  lbs.  per  square  inch  of  puncture  pressure 
its  side.  And  on  its  edge,  a  12  x  12  in.  piece  can  take 
3  lbs.  A  mere  seven  layers  of  paper! 

The  strength  of  corrugated  isn't  only  in  the  paper 
;lf.  It's  the  structure.  The  shape  of  the  medium  is  one  of 
strongest  structures  known.  In  Colonial  Virginia 
lis  were  built  in  the  corrugated,  or  serpentine  form.  And 
y're  still  standing  today,  although  they're  only  one 
ck  thick. 

Corrugated  box  material  is  a  sandwich.  A  wavy 
Tugated  medium  is  squeezed  between  two  rollers  with 
shing  teeth.  That's  the  meat  of  the  sandwich.  The  bread 
wo  layers  of  heavy  paper  called  linerboard. 

Since  it  was  patented  in  1871,  corrugated  has  been  one 
the  mainstays  of  the  American  distribution  system, 
fact,  the  corrugated  box  is  one  reason  we  have  the  most 

'     distribution  system  in  the  world. 


And  St.  Regis  has  had  its  share  of  innovations  in  the 
field.  Partly  because  we're  one  of  the  largest  makers 
of  linerboard  in  the  world.  And  partly  because  of  our  tech- 
nology and  marketing  thrust. 

All  this  reflects  the  marketing  stance  of  St.  Regis 
toward  all  our  packaging,  paper,  lumber  and  construction 
products.  To  use  the  full  weight  of  our  technology  in 
serving  our  markets  and  in  renewing  the  forest  resource 
our  products  come  from. 


St.  Regis — serving  Man  and  Nature. 
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With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  DOLLAR'S  DROWNING 

Employment  in  this  country  has  never  been  higher. 

Corporate  earnings  are  at  mostly  record  levels. 

Individual  income  is  near  record  highs. 

Overall,  the  U.S.  economy  is  as  healthy  as  it's  ever  been. 

Yet,  in  the  midst  of  this  prosperity,  the  federal  government 
is  operating  at  the  biggest  total  deficit  in  our  history.  Federal 
deficits  began  their  quantum  jumps  in  the  Thirties  in  order  to 
fight  the  worst  depression  the  world  has — yet — known. 

WWII  piled  it  higher. 

But  what  earthly  excuse  does  this  country  have  for  huge 
deficits  now?  With  what  would  we  fight  a  new  recession  or 
another  depression?  Printing  presses?  No  one  abroad  wants  a 
dollar  that's  worth  less  every  day;  and  at  home  everyone 

AND,  SPEAKING  OF  OUR 

had  better  begin  to  bite  the  bullet  quite  a  bit  harder. 

The  economic  well-being  of  the  Japanese  depends  almost 
totally  on  world  trade,  and  that  has  to  be  a  two-way  flow. 
They  cannot  so  successfully  storm  our  marketplace  and 
continue  to  allow  obstacles  to  U.S.  products  to  exist  {e.g.,  a 

ACQUISITION 

Take  IC  Industries'  takeover  of  Pet. 

Under  former  railroad  lawyer  Bill  Johnson,  in  the  past  ten 
years  the  old  Illinois  Central  has  diversified  into  a  $1.9-billion 
potpourri,  selling  everything  from  car  mufflers  to  soda  pop. 
But  when  he  set  his  sights  on  Sl.l-biUion  Pet  food  products, 
it  resisted  swallowing.  To  "win,  "  IC's  CEO  ended  up  way 


IN  A  BUCKET  OF  RED  INK 

needs  ever  more  of   em  as  each  buck  buys  ever  less. 

While  there's  no  easy  cure,  there's  a  relatively  quick  one  and 
we'd  better  quickly  take  it:  Chop  government  spending  to  the 
point  where  income  and  outgo  have  a  less  remote  relationship 
to  one  another. 

Cut  imports  to  the  point  where  they  bear  some  relation  to 
exports.  If  we  continue  our  profligate  import  of  oil,  pay  the  oil 
piper  at  the  pump,  thus  reducing  consumption  and  thus  help- 
ing to  cut  our  too-vast  trade  deficit. 

Proposition  13  certainly  did  tell  us  something — that  the 
people  of  this  country  are  more  willing  to  tighten  their  belts  a 
bit  than  the  old  promise-'em-something-for-nothing  politicos 
seem  to  realize. 

TRADE  IMBALANCE,  JAPAN 

distribution  system  which  in  effect  is  often  closed  to  imports; 
high  duties  on  such  items  as  computers  and  color  film;  and 
import  quotas). 

That  incredibly  industrious,  very  able  and  mighty  bright 
people  should  see  the  light  before  it  goes  out. 

EGO  TRIPS 

overpaying.  He  has  plunged  his  company  deeply  into  debt  to 
finance  an  acquisition  that  netted  a  return  last  year  of  2.6%  on 
its  sales. 

It's  IC  stockholders,  of  course,  who  will  pay  the  fare, 
while  Pet's  are  purring  over  their  unexpected  bucketful  of 
creamy  cash. 
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WE'RE  A  NATION  OF  LONG-LIVED  HYPOCHONDRIACS 


In  one  of  those  oft  ofiljeat  Profiles  of  a  quality  unique  to  The 
New  Yorker,  the  CEO  of  Memorial  Sloan-Kettering  Cancer 
Center  in  New  York  City,  Dr.  Lewis  Thomas,  gave  forth  with 
so  much  common  sense  that  I'm  surprised  he  hasn't  lost  his 
license  along  with  his  job. 

Said  he.  "The  great  secret,  known  to  internists  and  learned 
early  in  marriage  by  internists'  wives,  but  still  hid- 
den from  the  general  public,  is  that  most  things  get 
better  by  themselves.  Most  things,  in  fact,  are 
better  by  morning. 

"I  remember  being  taught  by  an  eminent  surgeon 
in  Boston  that  if  we  ever  encountered  a  patient  from 
Down  East  Maine  we  should  pay  special  attention, 
because  these  people  never  went  to  a  doctor,  and  if 
one  of  them  came  into  the  office  you  had  to  take  it 
for  granted  you  had  a  medical  emergency  on  your 
hands.  ' 

In  spite  of  the  fact  that  in  this  country  our  life  expectancy  "is 
now  72  years,  about  the  longest  that  has  been  achieved  in  our 
kind  of  society,  "  we  crowd  cHnics  and  doctors'  offices,  not 
because  anything  is  organically  wrong  but  75%  of  the  time  to 
"seek  reassurance  and  psychological  comfort.  " 

Among  the  other  innumerable,  refreshing  obsei'vations  Dr. 
Thomas  makes  to  author  Jeremy  Bernstein  is  the  point  that. 


because  we  do  have  a  great  chance  to  grow  old,  we  worry 
about  missing  out  on  the  opportunity.  Aided  and  abetted  by 
TV  commercials,  we  get  all  in  a  swivet  about  "things  that  are 
clearly  self-limited,  that  are  going  to  get  better  in  a  day  or 
two — respiratory  infections,  gastro-intestinal  upsets,  a  head- 
ache, various  ^ains  and  aches  that  are  part  of  normal  living." 

As  for  a  cure  for  today's  biggest  killers.  Dr. 
Thomas  says,  "We  really  don't  know  anything  at  a 
deep  level  about  the  mechanism  of  heart  disease,  or 
cancer,  or  stroke  or  rheumatoid  arthritis.  Every 
disease  that  we  do  know  about,  and  for  which  we 
have  really  settled  the  issue,  so  that  we  can  either 
turn  it  off,  switch  it  off,  or  prevent  it  once  and  for 
all — every  such  disease  turns  out  to  be  a  disease  in 
which  there  is  one  central  mechanism.  And  I  have  a 
hunch — of  course,  I  can't  prove  it — that  it  will  turn 
out  to  be  that  way  for  cancer  and  probably  for 
coronary  occlusion,  probably  for  stroke.  " 

If  you  want  to  feel  happier  about  your  health,  read  this 
"Profile  of  a  Biology  Watcher"  (New  Yorker,  Jan.  2,  1978)  and 
Dr.  Thomas"  book.  The  Lives  of  a  Cell  (Viking  Press,  $6.95; 
paperback.  Bantam  Books,  $1.95).  But  would  we  be  happier  if 
we  could  get  to  where  we  could  "age  dry  and  then  wear  out  all 
at  once  "?  That,  my  friends,  is  quite  another  matter. 


HAIL  AND  FAREWELL,  FELIX 


Felix  Rohatyn  was  the  brilliant,  driving  force  most  responsi- 
ble for  bringing  New  York  City  back  a  bit  from  the  brink  of 
bankruptcy. 

While  assorted  politicos  and  committees  of  various  Promin- 
ences took  bows  or — more  often — powders,  fearless  Felix 
grabbed  the  proper  lapels  and  banged  together  enough  big 
Heads  to  achieve  the  unachievable. 


For  the  nonce,  that  is. 

Now  the  dynamo  is  back  to  earning  a  personal  living,  leaving 
a  once  near-dead  New  York  alive  again.  He's  gone — and  with 
blamed  few  kudos  for  miracles  wrought. 

But  anybody  who  thinks  New  York's  solvency  problems  are 
all  behind  it  is  as  blind  as  those  who  didn't  foresee  em  in  the 
first  instance. 


WOULDN'T  YOU  AGREE 

that  these  Qs  and  As  are  funny? 
I  stole  em  from  some  thumb-nail-sized  "books  "  be- 
longing to  our  four-year-old  twin  granddaughters. 


Dots  a 


THE  BEST 

TRapaQW 

RaBBiT'.  \^ 

JUNK  "JUNK"  TELEPHONE  CALLS 


1978  M  B.  Inc. 


Machines  delivering  recorded  commercials  automatically 
and  endlessly  to  numberless  telephone  numbers  ought  to  be, 
and  will  be,  unplugged. 

Answering  a  ringing  telephone  is  irresistible.  Very  often  it's 
an  irritating  interruption,  no  matter  who's  on  the  other  end. 
"Getting  away  from  the  phone"  has  become  a  synonym  for 
many  of  the  good  things  people  associate  with  a  vacation. 
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On  those  occasions  when  it's  a  salesman  calling,  one  can  ask 
the  living  caller  to  knock  it  off,  and  hang  up.  But  what  can  you 
do  to  a  recording?  Hang  up,  but  it  continues  to  hang  your  line 
up  until  the  message  is  finished. 

This  personless,  automated  invasion  of  privacy  is  an  abuse 
whose  continuation  and  expansion  is  unjustified  on  any 
grounds  whatsoever. 
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ISN'T  IT  REFRESHING 

to  have  a  sports  hero  who's  a  modest,  clean-cut, 
wholesome,  earnest,  endeavoring  young  man  like 
Steve  Cauthen? 

An  18-year-old  superachiever,  who  doesn't 
mouth  off,  mug,  sneer  at  his  fans,  berate  his 
competition — and  hasn't  yet  endorsed  a  deodor- 
ant, perfume  or  a  brand  of  panty  hose. 

May  he  live  long  and  keep  winning — though 
even  if  he  never  won  again,  he's  a  real  winner. 

EULOGIES  ARE  ONE  OF 

customs  that  accompany  our  more  common  Rites  of  Passage. 
They  are  usually  harmless  flights  of  fancy,  delivered  by  one's 
most  loquacious  next-of-kin,  or  most  literate  (if  any)  friend, 
either  or  both  of  whom  know  the  untruth  of  virtues  lavishly 
attributed  to  the  deceased.  They  make  up  in  emotion  what 
they  lack  in  fact. 

But,  once  in  a  while,  a  eulogy  is  fair  and  fitting  because,  once 

HEALTH  AND  WEALTH 

are  most  appreciated  by  those  who  don't  have  em. 


THE  LESS  BARBAROUS 

in  a  while,  the  dead  one  actually  was  a  good  one.  Such  was  the 
case  with  some  of  the  words  spoken  by  West  Virginia's  Governor 
Jay  Rockefeller,  only  son  of  John  D.  Rockefeller  III;  "Let  me  say 
to  you,  my  father,  that  you  helped  shape  a  country  and  a  world  in 
your  own  quiet  way.  You  have  set  a  standard  for  our  family  and 
for  each  of  us  as  individuals.  .  .  .  Rest  in  peace.  You  have 
blessed  and  touched  this  world  in  good  ways  that  will  last.  " 

THOSE  WHO  LIVE  THEIR  LIVES 

for  their  Entrances  are  seldom  missed  at  their  exit. 


GOOD  QUESTION,  WRONG  ANSWER 


Secretary  of  Health,  Education  & 
Welfare  Joseph  Califano  has  been 
raising  serious  questions  about  the 
future  of  private  pension  plans.  He 
has  suggested  that  the  U.S.  consider 
scrapping  them  and  replacing  them 
with  an  "expanded"  Social  Security 
system.  His  reasoning: 

•Some  retirees  who  receive  corpo- 
rate pensions  in  addition  to  Social 
Security  end  up  with  far  more  benefits 
than  those  who  must  live  on  Social 
Security  alone.  Is  this  fair? 

•Private  pension  benefits  will"  have  a 
tough  time  keeping  up  with  inflation. 
Social  Security  outlays  are  indexed  to 
the  consumer  price  index. 

•The  financial  integrity  of  employer 
pension  plans  is  "open  to  serious 
question.  " 

"Do  we  wish  to  continue  to  encour- 
age [private  pension  plans]  on  top  of 
Social  Security? "  Secretary  Califano 
asks.  "At  present  we  do  just  that  by 
providing  substantial  tax  benefits  for 
contributing  to  private  pension  plans. 
...  Or  would  it  make  more  sense  to 
recoup  those  tax  benefits  and  apply 
them  to  more  general  and  widespread 
Social  Security  coverage? " 

No  one  disputes  the  vital  role  that 
Social  Security  plays.  It  provides 
support  for  millions  of  retired  and 
disabled  people.  Except  for  federal 
employees,   it  covers  most  of  the 


By  M.S.  FORBES  Jr. 

working  population  in  this  country. 

But  Secretary  Califano  seems  to  be 
overlooking  the  important  functions 
of  private  pensions  and  to  underesti- 
mate their  vitality. 

Employer  pension  plans  are  a  ma- 
jor source  of  capital,  the  lifeblood  of 
our  economy.  Without  it  there  will  be 
no  growth,  which  is  a  necessity  if 
Social  Security  is  not  to  go  bust.  If 
private  plans  were  folded,  where 
would  we  get  the  missing  capital? 

Despite  the  unfillable  unfunded 
pension  liabilities  of  a  number  of  com- 
panies (Forbes,  Aug.  21,  p.  116),  the 
overall  health  of  private  pensions  is 
rather  good.  A  survey  last  year  of  1,600 
of  the  country's  largest  companies 
shows  that  the  average  corporation 
could  pay  off  its  unfunded  liability  with 
only  three  months'  pretax  earnings. 

In  fact,  it  is  the  financial  integrity  of 
Social  Security  and  all  too  many  other 
public  pension  plans  that  should  be 
called  into  question.  Despite  the  larg- 
est peacetime  tax  hike  in  history.  So- 
cial Security's  unfunded  liabilities 
still  total  a  numbing  $930  billion.  The 
system  that  covers  most  federal  em- 
ployees has  unfunded  liabilities  be- 
tween $243  billion  and  $450  billion; 
plans  of  states  and  municipalities,  an- 
other $300  billion. 

Private  pension  plans  come  under 
tough  scrutiny  from  ERISA.  Public 


plans  have  escaped  such  regulation. 

Even  if  all  private  pension  assets 
were  dumped  into  Social  Security, 
the  system  would  still  be  underfund- 
ed, would  still  be  unable  to  meet 
future  commitments. 

Califano  also  seems  to  overlook  just 
how  extensive  employer  pension 
plans  have  become.  They  cover  60 
million  people,  nearly  two-thirds  of 
the  working  population. 

Social  Security  was  designed  to 
provide  an  income  supplement  in  re- 
tirement. It  wasn't  meant  to  be  a 
federal  pension  plan.  Of  course  for 
years  it  was  (and  in  many  instances, 
still  is)  the  sole  source  of  support  for 
millions  of  people.  But  thanks  to  the 
enormous  growth  of  private  pensions, 
that  is  changing. 

Given  that  growth  and  the  impor- 
tance of  private  pensions  in  providing 
capital,  should  they  now  be  snuffed  out 
because  Social  Security  is  promising 
more  than  it  can  provide  in  the  future? 

The  sensible  solution  is  to  scale 
back  or  delay  Social  Security  benefits. 
Given  political  realities,  this  price 
will  be  paid  by  those  under  30.  In- 
stead of  getting  checks  at  age  65,  they 
may  have  to  wait  until,  say,  68. 

Since  the  post- World  War  11  baby 
bubble  will  by  that  time  be  the  senior 
citizen  bubble,  encouraging  them  to 
work  longer  may  not  be  such  a  bad  idea. 
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other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


Re-reform  Social  Security 

Social  Security  is  in  deep  financial 
trouble,  because  the  burden  of  paying 
iiicreasiiinly  generous  benefits  to  the 
growing  ranks  of  retirees  falls  on  too  few 
workers.  In  1960  the  taxes  of  five  work- 
i-rs  supported  one  retiree.  Today  that 
ratio  has  fallen  to  three  to  one,  and  is 
expected  to  slip  further.  Merely  shuf- 
fling taxes  won't  ease  the  burden  on 
working  people.  In  order  truly  to  reform 
the  system,  <  ither  the  base  of  wage  earn- 
ers who  support  the  elderly  must  be 
enlarged  or  the  benefit  structure  rede- 
signed to  meet  more  realistic,  pared- 
down  goals  of  social  insurance.  Prefer- 
ably both. 

The  wage  base  is  the  obvious  target. 
Under  current  law,  fedi-ral  civil  servants 
do  not  contribute  to  Social  Security.  Nor 
do  those  state  and  local  government 
workers  and  employees  of  nonprofit  in- 
stitutions who  volinitarily  opt  out  of  the 
system.  Bringing  them  all  in  would  pro- 
vide an  immediate  boost  in  income. 
And — as  a  bonus — that  would  eliminate 
looplioies  in  the  law  that  allow  some 
federal  workers  to  gain  Social  Security 
benefits  at  bargain  rates. 

— New  York  Times  editorial 
*     *  * 

There  are  about  23  million  people  in 
the  U.S.  today  over  65,  a  figure  expected 
to  more  than  double  over  the  next  50 
years.  — Wall  Street  Journal 

Read  What  They  Want 

After  a  month-long  trial  in  federal 
court,  a  jury  of  seven  women  and  five 
men  ac(]uitted  [the  man]  reputed  to  be 
the  biggest  dealer  in  sexually  explicit 
material  in  the  country.  The  jurors  said: 
"We  don  t  believe  that  the  average  per- 
son is  capable  of  having  shameful  or  mor- 
bid interest  in  sex." 

Perhaps  we  should  all  rethink  the  mat- 
ter of  obscenity.  Maybe  we  would  be 
better  off  with  a  law  that  said  adults  may 
read  and  view  whatever  sexual  material 
they  wish  as  long  as  the\  do  it  in  private 
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and  don't  force  the  stuff  on  anyone  else. 

.Making  pornography  available  to  mi- 
nors is  another  matter. 

— Cleveland  Press  editorial 

Escaping  Cocktail  Bores 

At  cocktail  parties,  some  people  carry 
empty  glasses  around  the  room  with 
them,  and  when  they  are  trapped  by  a 
bore  they  excuse  th<'mselves  and  say 
they're  going  to  the  bar  for  a  new  drink. 
Ann  Zane  Shanks,  photographer  and 
filmmaker,  says,  "I  get  this  panic-strick- 
en look,  and  I  say,  'Oh,  pardon  me.  I've 
got  to  go  to  the  bathroom.'  I  used  to  do  it 
even  in  high  school.  I'd  go  to  the  girls' 
room  and  then  I'd  wait  to  see  who  was 
coming  out  of  the  boys'  room.  " 

— Columnist  John  Corry 

Ferry  Captains  at 
Half  $Million? 

Why  have  Northwest  Airlines  pilots 
with  salaries  as  high  as  $80,(X)0  been  on 
strike  nearly  three  months':' 

Members  of  the  Air  Line  Pilots  Associ- 
ation argued  that  they  deserved  special 
consideration  in  wages  and  working  con- 
ditions because  they  are  constantly  en- 
trusted with  hundreds  of  human  lives. 
But  the  Northwest  management  took  a 
more  pragmatic  view. 

"If  you  buy  their  argument,  the  cap- 
tain of  the  Staten  Island  Ferry  ought  to 
get  paid  a  half  million  dollars,  "  said 
Northwest  Vice  President  Roy  Erickson. 
"And  why  doesn't  that  argument  also 
apply  to  school-bus  drivers?  " 

—U.S.  News  b  World  Rep(yrt 

How  It  Works 

The  Saudis  get  sore  at  the  West's  atti- 
tude to  the  big  commissions  and  payoffs 
involved  in  selling  arms  here  (although 
they've  felt  much  better  since  it's  come 
out  that  various  European  countries 
have  been  up  to  the  same  lark).  The 
West  calls  the  Saudi  arms  deals  corrupt. 


The  Saudis  don't  like  that;  they  see  com- 
missions as  "fees  for  services  rendered  " 
and  payoffs  as  a  traditional  part  of  patron- 
age. Noblesse  oblige'?  Here  noblesse  al- 
ways feels  obliged  to  give  to  others  and 
sometimes  feels  obliged  to  take  a  rakeoff 
itself.  Whatever  statements  His  Majesty 
King  Khaled's  government  makes  in 
public,  in  reality  no  one  makes  money 
(well,  hardly  anyone)  without  the  con- 
sent of  some  royal  faction.  Every  power- 
ful businessman  in  Riyadh,  the  center  of 
government,  has  been  drawn  into  the 
royal  web  or  he  wouldn't  be  successful. 
That's  how  the  company  store  operates. 

— Linda  Blandford.  Super-Wealth 


These  people  who  make  a 
fetish  of  running  around, 
jumping  up  and  down, 
touching  their  toes!  I  can  see 
my  toes.  Why  should  I  have 
to  touch  them? 

— John  Mazzola, 
Managing  Director  of  Lincoln  Center 


''Perfect  Order  Is  Heir 

I  have  a  horror  of  a  well-arranged 
sparsely  furnished  room.  .  .  .  Empti- 
ness and  immobility  freeze  me  with 
fright,  symmetry'  and  rigorous  order  up- 
set me  with  sadness;  and  my  hell  would 
be  to  live  forever  in  certain  houses  in 
the  provinces  where  perfect  order 
reigns,  where  nothing  ever  changes  its 
place,  where  one  never  sees  anything 
dragging,  where  nothing  gets  used  nor 
broken,  where  no  animal  penetrates. 
.  .  .  Perish  all  the  carpets  of  the  world, 
if  I  am  allowed  to  enjoy  them  onK'  on 
condition  of  never  seeing  a  child,  a  dog 
or  a  cat  at  play  upon  them. 

— George  Sand,  quoted  in  Gourmet 

Making  a  Liar 

"Tell  him  I  m  a  photographer! "  David 
demanded. 

"Take  it  easy,  will  you?  said  Eugene. 

"I  told  him  I  was  a  photographer  and 
he  didn't  believe  me! " 

"Shut  up,  will  you.' 

.  .  .  Outside,  David  was  sitting  on  the 
stone  steps.  "Why  didn't  \()u  tell  him  I 
was  a  photographer?" 

"You  re  not  a  photographer,  "  said  Eu- 
gene. 

"What  difference  does  it  make?  Now 
he  thinks  I'm  a  liar.  " 

— Joseph  Caldwell, 
In  Such  Dark  Places 


® 


We  could  sell  it  at  a  colossal  profit  and  then 
find  a  house  that  s  only  gone  up  immensely.  " 
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No  other  car  brings  more  life  to  your  style  than  the  new-size  Chrysler  LeBaron.  It  fits  in  the 
size  and  price  class  of  cars  like  Cutlass  Supreme,  comparably  equipped.  But  we  gave  it  a 
young,  aggressive  style  all  its  own.  With  plenty  of  interesting  options  (like  soft  leather 
seating)  to  make  it  fit  your  style.  Chrysler  LeBaron.  Add  it  to  your  life. 

*EPA  estimates  for  6-cylincler  engine  with  optional  automatic  transmission.  Your  actual  mileage  may  differ, 
depending  on  your  driving  habits,  the  condition  of  your  car  and  its  optional  equipment.  Mileage  lower  and 
optional  automatic  transmission  mandatory  in  California. 

CHRYSLER  LeBARON 


fHRYSLER 


A  PRODUCT  OF 

CHRYSLER 
CORPORATION 
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While  most  school 
children  are  studying  solar 
energy,  Westinghouse  is 
already  using  it  to  keep 
these  kids  warm. 

Of  course,  economical  widespread  use 
of  the  sun's  energy  is  still  a  long  way  off. 
But  at  Westinghouse,  every  day  looks 
a  little  bit  brighter. 

At  George  A.  Towns  Elementary 
School  in  Atlanta,  a  Westinghouse  solar 
energy  system  is  at  work.  It's  supplying 
about  60%  of  the  total  energy  for  heating, 
cooling,  and  hot  water. 

This  expenmental  system  marks  the 
first  full-scale  application  of  solar  energy 
in  the  U.S. 

Westinghouse  is  at  work  on  other 
solar-related  research  projects,  too  Like 
finding  less  expensrve  ways  to  grow 
silicon  crystals  for  turning  the  sun's 
energy  into  electricity.  Applying  solar  aided 
heat  pump  systems.  And  developing  more 
efficient  ways  of  storing  solar  energy. 


Solar  heat  collectors  on  the  roof 

of  George  A.  Towns  Elementary  School. 


Westinghouse 

A  powertui  part  of  your  life 


Business  opportunities 
in  Brazil  start  iiere. 


You  don't  have  to  travel  to  Brazil  to  fake  advantage  of  ttie 
investment  opporf  unifies  that  ttie  country  offers.  Find  out  about 
fhenn  right  here  in  the  United  States.  In  NewYork,  at  550  Fifth  Avenue. 
Fhe  address  of  one  of  Banco  do  Brasil's  48  overseas  branches. 

Elsewhere  in  the  United  States,  you  will  find  other  branches  in 
Los  Angeles,  San  Francisco,  and  representative  offices  in  Chicago 
and  Washington.  In  any  of  these  you  can  find  out  all  you  want  to 
know  about  Brazil.  From  the  products  that  we  buy  and  sell  and  the 
size  of  our  domestic  market,  to  the  best  areas  for  investment  and 
fhe  incentives  and  guarantees  that  the  Brazilian  Government  gives. 

Besides  this,  our  bank  can  plug  you  into  Brazil  and  give  you 
all  necessary  financial  advice.  With  capital  and  reserves  amounting 
to  3.5  billion  dollars  and  deposits  totalling  some  26.6  billion. 
Banco  do  Brasil  is  one  of  fhe  largest  banks  in  the  world.  It  should 
be  your  gateway  to  this  great  market:  Brazil. 

For  further  information  on  Brazilian  opportunities,  contact 
Banco  do  Brasil's  General  Manager  in  NewYork,  Mr  Lino  Otto  Bohn, 
our  General  Managers  in  Los  Angeles,  San  Francisco,  or  our  repre- 


sentative offices  in  Chicago  or  Washington. 

NewYork- 550  Fifth  Avenue,  N  .Y 1 0036,  P.O.  Box  792 
Phones:  (21 2)  730-6700/6735/6720  Manager:  Lino  Otto  Bohn 

Son  Francisco-540  California  Street,  CA  94104 
Phone:  (41 5)  398-4814  Manager:  Affonso  Llopart  Correa 

Los  Angeles-614  South  Flower 
Street,  CA  9001 7 
Phone:(213)485-0030 
Manager:  Jodo  Maria  Sfefanon 

Chicago-33  North  Dearborn, 
Illinois  60602 
Phone:(312)236-9766 
Representative:  Renato  Franco 

WgshingtoD  -  2020  K  Street 
N.W.,  Suite  450,  DC  20006 
Phone:(202)857-0320 
Representative:  Dilson  de  Lima 
Ferreira   

Lino  Otto  Bohn 


BANCO  DO  BRASIL 

%w  gateway  to  business  in  Brazil 

ABIDJAN*  •  AMSTERDAM  •  ANTOFAGASTA  •  ASUNCION  •  ATLANTA"  •  BOGOTA  •  BRUSSELS  •  BUENOS  AIRES  •  CARACAS  •  CHICAGO  •  COCHABAMBA  •  COLON  •  CONCEPCION  .  FRANKFURT  .  GENEVA  •  GRAND  CAYMAN 
•  HAMBURG  •  LAGOS  •  LA  PAZ  •  LIMA  •  LISBON  •  LONDON  •  LOS  ANGELES  •  MADRID  •  MANAM.A  .  MEXICO  CITY  •  MlUN  •  MONTEVIDEO  •  NEW  YORK  •  PANAMA  •  PARIS  •  PAYSANDU  •  PUERTO  P  STROSSNER  • 
QUITO  •  RIVERA  •  ROME  •  ROHERDAM  •  SAN  FRANCISCO  •  SANTA  CRUZ  DE  LA  SIERRA  •  SANTIAGO  •  SINGAPORE  •  STOCKHOLM  •  SYDNEY  •  TEHRAN  •  TOKYO  •  TORONTO  •  VALPARAISO  •  VIENNA"  •  ViJASHINGTON 
0\^R  1  COO  BRANCH  OFFICES  IN  BRAZIL.      -OFFICES  TO  BE  OPENED  IN  1 978 
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Blurred  Image 

Sony  blames  the  rising  yen  for  its  problems. 
But  there  is  more  to  it  than  that. 


By  NORMAN  PEARLSTINE 

Five  years  ago  Sony  Corp.  used  to 
claim  it  was  fast  becoming  the  first  truly 
Japanese-American  multinational  com- 
pany, and  its  claim  had  considerable 
merit.  Sony  had  an  American  boss  for  its 
U.S.  subsidiary,  and  over  43%  of  its 
outstanding  shares  were  held  in  the  U.S. 
in  the  form  of  American  Depositary  Re- 
ceipts (see  chart,  p.  30).  Today  Sony's 
U.S.  subsidiary  is  run  by  Japanese,  and 
Americans  hold  only  10%  of  the  com- 
pany's shares.  Looking  at  Sony  s  recent 
performance,  a  lot  of  Yanks  must  be 
happy  they  got  out  when  they  did. 

For  the  first  six  months  of  Sony's  cur- 
rent fiscal  year,  which  ends  Oct.  31,  net 
income  fell  41.1%  (to  26  cents  a  share)  on 
a  meager  sales  increase  of  3.8%  (to  $1.12 
billion).  Robert  C.  Czepiel,  an  analyst 
with  Cyrus  J.  Lawrence  in  New  York, 
figures  Sony's  operating  profit  margin 
fell  to  1.9%  in  the  second  quarter  from  a 
quarterly  high  of  14%  in  mid-1976.  In 
Tokyo  Sony  Chairman  Akio  Morita  says 
the  "decline  is  basically  due  to  the  very 
rapid  increase  in  the  value  of  the  yen.  " 
He  says  the  company  is  "working  hard  to 
close  the  [foreign  exchange]  gap.' 

But  a  close  look  at  the  company  indi- 
cates that  the  yen  alone  isn't  to  blame  for 
its  earnings  decline  and  that  a  fast  turn- 
around is  improbable.  Sony  s  still  hefty 
15-to-l  price /earnings  ratio  on  the  New 
York  and  Tokyo  stock  exchanges  may 
well  reflect  yesterday  s  glamour  rather 
than  today's  or  tomorrow's  performance. 

Yes,  as  Morita,  Sony's  57-year-old  co- 
founder,  says,  the  yen's  climb  has  caused 
Sony  big  problems.  Whereas  45%  of  its 
receipts  are  in  dollars,  the  overwhelming 
majority  of  its  costs  are  in  yen.  A  year 
ago,  $1  million  in  dollar  sales  would  have 
brought  about  267  million  yen;  in  mid- 
August,  only  about  187  million,  a  30% 
decline.  And  while  Sony  has  raised  its 
American  prices,  it  couldn't  possibly 
raise  them  by  30%  without  losing  a  lot  of 
hard-bought  market  share. 

The  yen,  however,  has  strengthened 
before — in  1971  and  1973 — and  Sony's 
earnings  in  each  case  rose  to  record  lev- 
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els  with  it.  But  while  Sony's  earnings  are 
falling  sharply  this  time,  those  of  other 
major  Japanese  firms  aren't.  Matsushita 
Electric  Industrial  Co.,  a  diversified 
Sony  rival  which  sells  televisions,  video 
recorders  and  other  electronic  goods  un- 
der the  Panasonic,  National  and  Quasar 
brand  names,  recently  reported  a  15% 
earnings  increase  for  its  fiscal  first  half 
and  is  predicting  a  9%  gain  for  the  year 
ending  Nov.  20.  A  recently  completed 
survey  of  100  major  Japanese  companies 
compiled  by  Nihon  Kcizai  Shimbun,  To- 
kyo's Wall  Street  Journal,  indicates  that 
profits  of  most  firms  will  rise  during  the 
current  six-month  reporting  period  even 
if  the  yen  stays  at  present  levels. 

So  what's  wrong  with  Sony?  Much  of 
the  problem  is  in  Japan,  where  Sony's 
image  is  quite  different  from  what  it  is  in 
the  U.S.  Sony  has  almost  a  Cadillac  im- 
age in  the  U.S.;  in  Japan,  one  much 
humbler.  Nor  is  Sony  as  formidable  a 
distributor  at  home  as  it  is  abroad.  Hisa- 
michi  Sawa,  an  analyst  in  Loeb  Rhoades 
Tokyo  office,  estimates  that  Sony  has 
only  1,000  exclusive  sales  outlets  for  its 
consumer  products  in  Japan,  compared 
with  Matsushitas  21,000,  Toshibas 
10,000,  Hitachi's  8,500  and  Mitsubishi's 
5,000.  When  export  markets  sag,  Japa- 
nese manufacturers  try  to  push  their 
product  onto  the  home  market;  Sony 
lacks  the  clout  to  do  it.  As  a  result, 
during  the  inevitable  sales  blitz  Sony's 
market  for  color  TVs  in  Japan  has  fallen 
from  15%  three  years  ago  to  12%.  Morita 
won't  concede  that  Sony's  distribution  is 
inadequate  in  Japan  and  blames  the  de- 
clining market  share  on  a  refusal  to  fol- 
low competition  in  cutting  prices. 

Price  has  also  become  a  major  prob- 
lem for  Sony  in  the  U.S.,  especially  in 
the  color-TV  market  that  accounts  for 
about  one-third  of  Sony's  American 
sales.  In  the  past,  Sony  could  cover  U.S. 
currency  losses  by  charging  more  than 
its  competitors.  But  then  Sony's  prod- 
ucts were  demonstrably  better  than  any- 
one else's.  Since  then,  however,  the 
competition  has  been  narrowing  the 
quality  gap,  making  it  harder  for  Sony  to 
justify  its  high  prices.  Earlier  this  year 


Sony-U.S.'  Kenji  Tamiya 


Japanese  now  run  the  U.S.  show. 

Consumer  Reports  magazine  tested  15 
brands  of  19-inch  color  sets,  including 
Sony,  and  found  all  about  the  same. 

Sony  subsequently  introduced  new 
models  which  it  said  were  30%  brighter 
than  the  old  ones;  but  looking  at  the 
models  in  the  showroom,  it  is  hard  to 
distinguish  their  picture  fi^om  that  of  sets 
listing  for  as  much  as  $200  less.  "In  the 
mind  of  the  consumer,  the  justification 
for  Sony's  premium  price  has  started  to 
disappear,"  says  Mark  Hassenberg,  an 
analyst  with  Oppenheimer  &  Co. 

Perhaps  the  crudest  blow  to  Sony  was 
the  failure  of  the  video-recorder  boom  to 
get  off  the  ground.  For  years  company 
officials  have  been  talking  of  Sony's  Beta- 
max  video-recording  system  as  the  prod- 
uct that  would  revolutionize  the  home 
entertainment  business,  and  have  cited 
it  as  proof  that  Sony  is  still  a  high-growth 
company.  All  that  may  be  true  some  day, 
but  in  the  second  fiscal  quarter,  Sony's 
video-recorder  sales  rose  only  1.9%  from 
a  year  ago — vs.  a  51.9%  gain  in  the  first 
quarter.  Sluggish  sales  were  common 
throughout  the  entire  video-recorder  in- 
dustry. A  year  ago  industry  officials  were 
predicting  U.S.  video-recorder  sales  of 
750,000  units  in  1978.  It  now  appears 
unlikely  that  they  will  top  450,000  units. 
If  the  U.S.  is  in  a  recession  during  the 
heavy  pre-Christmas  selling  season, 
sales  could  be  even  lower  than  that. 

All  video  recorders  sold  in  the  U.S. 
are  made  in  Japan  by  Sony,  Matsushita 
and  affiliates  or  licensees  of  the  two 
firms.  Sony  sells  its  own  and  makes  its 
recorder  for  Zenith.  Matsushita  manu- 
factures models  for  RCA  and  other  for- 
eign firms.  The  disappointing  sales  are 
hurting  both  firms.  Analysts  in  Japan  say 
industry-wide  video-recorder  produc- 
tion will  total  between  1.3-miUion  and 
1.55-million  units  in  1978,  far  in  excess 
of  1978  worldwide  demand.  Therefore, 
Sony  is  facing  severe  price  competition. 
Late  last  year,  it  grudgingly  lowered  its 
list  price  for  the  Betamax  unit  fiom 


Sony:  Less  Stock  Abroad,  More  At  Home 

Five  years  ago  nearly  half  of  Sony  stock  was  held  abroad,  was  down  to  21%,  with  less  than  12%  in  ADRs.  Japanese 
43%  in  the  form  in  ADRs.  By  April  1978  the  foreign  interest   banks  and  individuals  picked  up  the  slack. 
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Note:  All  dates  10/31  except  1978  (4/30  and  7/31) 
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'69               '70  '71 

'72  '73 

'74               '75               '76  '77 

'78  '71 

Date 

Total 
Foreign 

Japanese 
Individuals 

Japanese 
Corporations 

Japanese  Financial 
Institutions  and 
Securities  Dealers 

Shares 
Outstanding 

(Millions) 

10/31/66 

8.6% 

42.7% 

16.8% 

31.9% 

54.0 

10/31/67 

25.9 

29.2 

17.4 

27.5 

54.0 

10/31/68 

25.8 

26.1 

17.4 

30.7 

64.8 

10/31/69 

32.3 

21.3 

17.2 

29.2 

64.8 

10/31/70 

34.4 

22.9 

16.6 

26.1 

80.8 

10/31/71 

39.6 

20.3 

16.7 

23.4 

101.0 

10/31/72 

44.1 

18.7 

16.1 

21.1 

106.0 

10/31/73 

47.0 

17/8 

15.9 

19.3 

132.5 

10/31/74 

38.0 

26.0 

15.9 

20.1 

172.5 

10/31/75 

41.9 

23.0 

15.0 

20.1 

172.5 

10/31/76 

40.1 

23.1 

15.2 

21.6 

215.6 

10/31/77 

30.4 

27.4 

15.4 

26.8 

215.6 

4/30/78 

21.0 

34.6 

15.8 

28.6 

215.6 

$1,300  to  $1,09.5.  But  it  still  lists  for  as 
much  as  $100  more  than  Zenith's  almost 
identical  unit.  Many  discounters  have 
been  selling  the  machines  for  about 
$800,  and  with  inventory  flooding  the 
market,  prices  could  sink  lower  still. 

Morton  J.  Fink,  an  executive  in  Sony's 
U.S.  subsidiary,  says  he  doesn't  "think 
any  of  us  should  panic.  We're  convinced 
it  will  be  an  enormous  market.  "  Fink  is 
on  solid  ground.  But  ichen?  The  answer 
from  Sony  Chairman  Morita  is  cautious. 
"It  is  five  to  ten  years  from  now  that  this 
will  become  a  major  business  area,  "  he 
says.  That  means  the  mid-1980s.  Some 
analysts  are  convinced  that  the  video- 
recorder  market  could  take  off  as  early  as 
1980,  but  in  any  case,  sales  of  the  units 
aren't  likely  to  help  Sony  any  time  soon. 

Meanwhile,  Sony  faces  heavy  financial 
burdens.  Capital  expenditures,  which 
will  help  the  company  long  term,  are 
budgeted  for  about  $166  million  in  1978, 
just  over  the  1977  figure  and  almost  dou- 
ble the  1976  level. 

At  this  crucial  time,  Sony  also  faces 
management  problems.  The  company's 
U.S.  subsidiary  was  dealt  a  severe  blow 
in  January  when  its  president,  Raymond 
Steiner,  a  talented  sales  executive,  died. 
A  month  later  Harvey  L.  Schein,  the 
American  unit's  chairman,  resigned  from 
Sony  to  become  an  executive  vice  presi- 
dent of  Warner  Communications,  Inc. 


Kazuo  Iwama,  president  of  Sony  Corp., 
was  subsequently  named  chief  executive 
officer  of  the  American  subsidiary  and 
Kenji  Tamiya,  the  unit's  executive  vice 
president,  was  put  in  charge  of  day-to- 
day operations. 

Sony  officials  wont  comment  on 
Schein's  move,  but  the  talk  in  Tokyo  is 
that  he  and  Morita  couldn't  agree  on 
pricing  strategy  for  video-recording  units 
and  that  Morita  blamed  Schein  for  a 
falloff  in  color-TV  sales.  Schein  says, 
"That's  absolutely  not  true.  There  was  no 
specific  disagreement  betv^'een  Morita 
and  me.  I  left  because  I  felt  it  was  time  to 
move  on  and  the  Sony  people  didn't 
disagree  with  that  concept." 

At  home,  there  are  reports  that  Sony's 
top  management  has  suffered  since  Ma- 
saru  Ibuka,  who  founded  the  company 
with  Morita,  stepped  upstairs  to  honor- 
ary chairman  almost  three  years  ago. 
Now,  unlike  most  Japanese  companies, 
Sony  has  become  a  "one-man  show,  " 
says  one  close  observer.  Neither  Iwama, 
the  head  of  the  U.S.  unit,  who  is  Mori- 
ta's  brother-in-law,  nor  anyone  else 
wants  to  defy  the  chairman,  he  adds. 

To  say  that  Sony  has  problems  is  not  to 
prophesy  its  demise.  Amid  the  problem 
areas  there  are  bright  spots.  After  a  slow 
first  four  months,  Sony's  color-T\'  sales 
in  the  U.S.  have  been  strong  since  May. 
Expansion  of  the  company's  color-TV 


plant  in  San  Diego — scheduled  for  com- 
pletion at  year-end — will  enable  Sony  to 
produce  60,000  sets  a  month  in  the  U.S., 
50%  more  than  at  present,  says  Masayo- 
shi  (Mike)  Morimoto,  general  manager  of 
the  San  Diego  plant.  That  increase  will 
blunt  some  of  the  impact  of  the  rising 
yen  and  the  U.S. -Japan  Orderly  Market- 
ing Agreement,  which  has  restricted  im- 
ports of  Japanese  color  TVs.  Sony  has 
started  manufacturing  video  tapes  at  a 
plant  in  Dothan,  Ala.  And  it  has  been 
introducing  several  new  business  prod- 
ucts, including  a  new  computerized  dic- 
tating system.  Sony's  manufacturing  ad- 
vantage in  the  U.S.,  however,  is  being 
blunted  by  other  Japanese  firms  that  are 
also  moving  here. 

None  of  these  moves,  however,  is  like- 
ly to  have  major  impact  on  earnings 
soon.  Analysts  are  predicting  earnings 
declines  of  between  29%  and  34%  for  all 
of  the  current  fiscal  year.  Next  year? 
While  SQme  analysts  see  1979  earnings 
approaching  1977  levels,  others,  like 
Loeb  Rhoades'  Sawa,  are  predicting  only 
a  modest  increase.  In  any  case,  it  is  clear 
that  Sony's  problems  are  far  fi-om  over. 

It's  hard  to  argue  with  the  brilliant  and 
articulate  Morita  that  Sony  has  been 
zapped  by  the  zooming  yen,  which  is 
outside  the  company's  control.  But  it 
also  suffers  from  some  ills  that  are  dis- 
tinctly homegrown.  ■ 
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Private  Brand  Credit 

Though  you  live  in  Appleton,  Wis.  or  Baton 
Rouge,  La.  you  may  soon  be  doing  business  with 
New  York's  Citibanl<  or  San  Francisco's  Wells 
Fargo.  Without  quite  intending  to. 


Don't  be  shocked  if  you  get  a  letter  one 
day  soon  from  Citibank  informing  you 
that  the  giant  bank  holding  company  is 
taking  over  your  charge  account  with 
your  favorite  local  department  store  or 
jeweler.  No,  it's  not  a  sign  that  you  are  a 
bad  risk  and  the  merchant  had  to  get  rid 
of  you.  Nor  is  it  an  indication  that  the 
merchant  is  in  trouble  and  had  to  sell 
receivables.  It's  merely  a  part  of  the 
latest  trend  in  banking — to  "private  label 
credit."  What  this  means,  simply,  is  that 
when  you  charge  merchandise,  the  real 
extender  of  credit  is  not  the  friendly 
store  but  friendly  Citibank. 

Citibank  is  not  alone.  General  Electric 
Credit  Corp.  is  big  in  private  label  credit 
and  so  is  Wells  Fargo  of  San  Francisco 
and  First  National  State  Bank  of  New 
Jersey.  Manufacturers  Hanover  Trust 
Co.  is  the  keeper  of  the  charge  account 
for  the  famous  Barney's  men's  store  in 
New  York,  and  Chase  Manhattan  Bank 
does  Fortunoff's,  the  discount  hard- 
goods  store  chain. 

Continental  Illinois  has  made  a  strong 
national  pitch  for  business,  too.  Patrick 
Coll,  a  second  vice  president  of  Conti- 
nental Illinois  National  Bank  &  Trust  in 
Chicago,  the  seventh  largest  bank  in  the 
country,  says  his  bank  could  be  operat- 
ing a  system  by  the  end  of  1979. 

Citibank  already  has  affiliation  with 
about  820  merchants.  Much  of  the  back 
office  work  for  this  endeavor  is  handled 
by  its  upstate  New  York  affiliate.  Citi- 
bank New  York  State,  rather  than  by  the 
New  York  City  bank.  Citibank  has  so 
much  of  this  type  of  business  that  it  is 
establishing  processing  centers  across 
the  country — four  by  the  end  of  this 
year.  They  will  handle  the  charge  ac- 
counts as  well  as  Visa-BankAmericard- 
Master  Charge  billings. 

What  impresses  store  owners  is  that 
Citibank  or  General  Electric  Credit  can 
handle  charge  accounts  for  less  cost 
than  the  store  owners  doing  it  in- 
house,  according  to  Payment  Systems, 
Inc.,  the  American  Express  Co.  subsid- 
iary that  follows  credit  card  and  elec- 
tronic funds  transfer  trends.  Giants  like 
Sears,  Roebuck,  of  course,  don't  need 
this  kind  of  help.  Depending  on  ser- 


vices desired  by  the  store,  however, 
private  label  people  can  do  it  cheaper 
than  smaller  merchants.  Some  Citibank 
customers  have  annual  sales  of  only 
$500,000  a  year;  one  does  $120  million. 

Wells  Fargo  has  been  in  private  label 
brand  charge  operations  since  1976  and 
handles  a  volume  of  over  $100  million. 
Its  eight  retail  clients  in  eleven  states 
range  from  $25  million  to  over  $100 
million  in  sales,  and  Wells  is  looking  at 
a  number  of  other  likely  industries  for 
expansion,  including  travel  and  home 
entertainment. 

Citibank  and  its  competition  charge 


"  .  .  .  Citibank's  basic  mo- 
tive seems  to  be  to  get  co- 
zier with  good  credit  risks  all 
over  the  country  .  .  ." 


the  stores  in  several  ways.  One  way  is  to 
take  a  discounted  rate  of  anywhere  from 
2%  to  3%  to  as  much  as  8%  of  the 
retailer's  monthly  sales,  based  on  what 
the  bank  does.  Another  is  to  set  a  charge 
per  bill  each  month  of,  say,  $1.50  for 
postage,  cutting  the  statements  and  oth- 
er services.  Or  the  bank  can  simply 
charge  a  flat  fee. 

David  M.  Phillips,  senior  vice  presi- 
dent-card products  division  of  Citibank 
N.A.,  says  that  the  people  working  on 
private  label  charge  accounts  handled  by 
his  bank  are  trained  to  think  and  act  as  if 
they  work  for  a  store  rather  than  a  bank. 
When  they  answer  telephone  inquiries 
about  an  account,  the  customer  would 
not  recognize  that  the  person  responding 
is  on  bank  payroll,  he  added.  The  bank 
staff  is  prepared,  for  example,  to  answer 
questions  about  special  promotions  put 
on  by  the  particular  store. 

The  transaction  between  the  store  and 
the  bank  or  credit  company  cannot  be 
kept  entirely  secret.  Under  the  Truth  In 
Lending  Law,  the  store  must  disclose 
when  it  has  disposed  of  its  receivables. 
But  that  will  be  small  print:  For  essential 
purposes,  the  customer  will  have  the 
feeling  he  is  still  dealing  directly  with 


the  store  he's  used  to  dealing  with. 

The  merchant  must  also  decide,  while 
the  deal  is  being  worked  out,  if  he  wishes 
the  bank  to  apply  its  credit  standards  and 
take  the  credit  risk  or  if  he  wants  to  apply 
his  own  standards  and  merely  have  the 
bank  finance  the  sale  and  take  over  the 
billing  operations. 

If  Citibank  purchases  the  receivables, 
it  is  entitled  to  the  interest  that  may  be 
paid  on  accounts  which  are  extended 
beyond  the  usual  30-day,  noninterest  pe- 
riod of  grace.  "Most  of  the  merchants  do 
not  sell  their  receivables  but  look  to  us  to 
handle  the  accounts.  They  want  us  to  run 
a  high -class  service  shop  in  terms  of 
charge  accounts,  "  says  Phillips. 

Citibank  now  has  merchants  in  at  least 
30  states.  The  total  dollar  amount  is  not 
enormous  at  the  present  time.  "We  are 
still  in  a  learning  and  involvement  pro- 
cess, even  though  we  started  about  four 
years  ago,  "  Phillips  explains.  The  pro- 
cessing centers,  he  adds,  are  located  so 
that  they  are  geographically  linked  more 
to  the  customer  than  to  the  parent  bank. 

Where's  the  profit  for  the  bank?  Lin- 
den E.  Wheeler,  vice  president  and 
general  credit  manager  of  Sears,  Roe- 
buck, says  that  the  Sears  credit  system 
is  operated  as  an  essentially  break-even 
sales  support  service.  It's  doubtful 
whether  Citibank  can  do  the  job 
cheaper  than  Sears.  So,  why  does  Citi- 
bank go  to  all  the  trouble  just  to  break 
even  or  a  little  better?  "The  household 
with  a  credit  account  does  more  busi- 
ness with  Sears  than  the  cash-only 
household,  "  Wheeler  points  out.  And 
there  s  your  answer:  Citibank's  basic 
motive  seems  to  be  a  desire  to  get 
cozier  with  good  credit  risks  all  over  the 
country  so  that  it  can  begin  to  do  other 
kinds  of  business  with  them.  The  banks 
don't  like  to  talk  about  this.  But  it 
would  seem  to  be  their  real  interest. 
Banks  have  other  services  to  sell — cred- 
it cards,  trust  services,  savings  and 
mortgage  banking.  Since  we  do  not  al- 
low nationwide  banking  in  this  country, 
it's  difficult  for  Citibank  to  reach  a  cus- 
tomer in  Appleton,  Wis.  or  for  Wells 
Fargo  to  reach  a  customer  in,  say,  Seat- 
tle. Private  label  credit  is  one  way  to  get 
your  foot  in  the  door  to  find  out  who  is  a 
good  prospect  for  other  bank  services. 

If  you  happen  to  live  in  Appleton, 
Wis.  and  your  wife  buys  a  dress  locally 
and  charges  it,  you  may  end  up  owing 
money,  not  to  the  merchant,  but  to  New 
York-based  Citibank.  That  probably 
won't  matter  much  to  you  or  to  your 
wife.  But  it  may  end  up  making  one  very 
big  difference  to  the  First  National  Bank 
of  Appleton.  ■ 


FORBES,  SEPTEMBER  4,  1978 


31 


More  Gas  Is  On  The  Way 

U.S.  Reserves  of  natural  gas  have  fallen  sharply  from 
their  alltime  high  in  1967.  But  higher  prices  have  caused 
a  drilling  resurgence  that  is  beginning  to  increase  annu- 


al additions  to  reserves — even  though  uncertainties 
about  gas  price  regulation  have  limited  most  of  the 
drilling  to  low-risk,  low-payoff  areas. 


Number  Of  Oil  -  Gas  Wells  Drilled 

Thousands 

Reserves 

Trillions  .Of  Cubic  Feet 

Additions  To  Reserves 

Trillions  Of  Cubic  Feet 

50 

300 

bU 

Sources:  Bureau  of  Mines  for  production  and  consumption  data;  American  Gas  Association  for  reserves  data;  American  Petroleum  Institute  for  number  of  wells. 


Whatever  Happened  To  That 
Shortage  Of  Natural  Gas? 

Could  it  be  that  the  problem  wasn't  too 
little  gas  but  too  much  regulation? 


By  JOHN  BERRY 

On  the  theory  that  unless  the  gov- 
ernment "did  something"  there 
wouldn't,  among  other  things,  be 
enough  natural  gas  to  keep  the  country 
going.  President  Carter  unveiled  his 
national  energy  plan  16  months  ago — 
with  dire  warnings  about  what  would 
happen  if  Congress  didn't  adopt  it. 
Well,  Congress  didn't,  but  all  the  dire 
forecasts  never  became  reality.  To  the 
contrary.  So  far  as  natural  gas  is  con- 
cerned, the  predicted  shortage  seems 
to  be  taking  care  of  itself. 

The  simplest  thing  for  the  Administra- 
tion to  have  proposed  would  have  been  a 
removal  of  federal  price  controls  so  that 
natural  gas  and  its  prices  could  go  to  where 
the  free  market  dictated.  But  that  would 
have  gone  against  even,  bureaucratic  im- 
pulse. Instead,  the  Administration  pro- 
posed leaving  controls  in  place  and  using 
taxes  and  selective  price  hikes  to  discour- 
age industrial  use  of  natural  gas  and  to  free 
up  supplies  for  the  home  heating  and 
cooking  market.  But  because  of  congres- 
sional backing  and  filling,  the  complex 
proposal  was  never  adopted. 

So,  look  what  has  happened  without 
the  government  doing  a  thing: 

•  Spurred  by  higher  costs  and  fears 


about  gas  availability  to  them,  industrial 
users  are  conserving  gas  or  switching  to 
other  fuels  so  fast  that  there  s  no  short- 
age for  residential  and  commercial  cus- 
tomers. As  a  result,  in  Virginia,  Mary- 

Industry  Cuts  Back 

Worried  about  availability  and  rising 
prices,  industrial  customers  are  using 
less  gas,  leaving  plenty  for  homes. 


20- 


TOTAL  DELIVERED  TO  ALL  CUSTOMERS 


Trillions  Of_ 
Cubic  Feet 


15- 


INDUSTRIAL  CONSUMERS 


Data;  Bureau  of  Mines 


land,  Pennsylvania,  Michigan  and  other 
states,  natural  gas  distributors  are  once 
again  hooking  up  new  customers. 

•  Higher  prices  for  new  oil  and  gas 
discoveries  have  caused  a  drilling  boom 
that  just  won't  quit.  More  than  48,000 
new  wells  will  be  completed  this  year, 
the  highest  number  since  1959,  and  up 
from  only  27.600  in  1973.  And  that  drill- 
ing is  paying  off.  Last  year  additions  to 
U.S.  gas  reserves  totaled  11.9  trillion 
cubic  feet,  the  best  record  since  the 
giant  Prudhoe  Bay  field  was  first  includ- 
ed back  in  1970. 

•  So  much  new  gas  has  been  found  for 
some  intrastate  markets  that  suddenly 
shortages  have  become  surpluses  and 
new  contract  prices  are  falling.  In  Texas 
many  intrastate  pipelines  are  taking  only 
30%  to  65%  of  the  gas  available  to  them, 
and  the  Texas  Railroad  Commission, 
which  regulates  oil  and  gas  production, 
has  a  prorationing  order  that  attempts  to 
spread  the  cutbacks  evenly. 

•  Canada,  which  has  had  some  poten- 
tially major  new  finds,  shipped  1  trillion 
cubic  feet  of  gas  to  the  U.S.  last  year.  In 
Alberta,  the  provincial  Energy  Resourc- 
es Conservation  Board  says  reserves 
have  jumped  so  fast  it  would  like  to 
export  an  additional  14  trillion  cubic  feet 
to  the  U.S.  over  the  next  four  vears,  and 
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possibly  yet  another  12  trillion  later  in 
the  1980s.  Canada's  National  Energy 
Board  might  link  approval  of  the  sales  to 
a  U.S.  promise  to  pay  back  the  gas  at 
some  future  time. 

•  Finally,  in  what  has  got  to  be  one  of 
the  worst  public  relations  goofs  of  the 
year,  Maryland  residential  heating  cus- 
tomers of  the  Washington  Gas  Light  Co. 
learned  they  would  be  liable  for  a  $30- 
per-month  surcharge  if  they  installed  an 
electric  heat  pump.  Why?  Because  the 
customer  would  use  the  heat  pump  in 
fall  and  spring,  when  it  would  be  more 
economical  than  burning  gas,  and  cut  the 
company's  sales. 

Just  how  wrong  the  Carter  experts 
were  about  an  impending  disaster  shows 
up  best  in  a  chart  published  along  with 
the  National  Energy  Program  showing  a 
predicted  sharp  drop  in  U.S.  gas  produc- 
tion if  the  plan  were  not  passed.  The 
predicted  production  level  for  last  year 
has  already  proved  to  be  too  low  by  more 
than  1  trillion  cubic  feet.  The  Adminis- 
tration cried  wolf,  but  the  wolf  hasn't 
shown  up. 

Most  of  the  new  gas  has  been  found 
as  the  result  of  drilling  in  areas  where 
the  likelihood  of  finding  some  gas,  but 
not  big  new  reserves,  was  high.  Signif- 


icantly, most  of  the  new  gas  was  intend- 
ed for  the  intrastate  markets  in  which 
prices  are  not  controlled.  Drillers  are 
still  wary  about  moving  in  a  big  way  into 
riskier,  higher-cost  areas — such  as  deep 
onshore  zones  below  15,000  feet  and 
some  parts  of  the  outer  continental 
shelf — because  of  the  continued  uncer- 
tainty over  the  future  price  of  gas  that 
has  to  cross  a  state  line  to  reach  market. 
Some  are  going  ahead,  however,  as  Tex- 
aco's  gas  strike  off  the  New  Jersey  coast 
this  month  demonstrates.  The  pending 
natural  gas  bill  would  settle  the  pricing 
question — whatever  the  bill's  other 
merits  or  demerits.  It  probably  matters 
a  lot  less  precisely  how  it  is  settled  than 
that  it  is  settled. 

Present  federal  laws  hold  the  price  of 
natural  gas  flowing  from  one  state  to 
another  to  $1.50  per  thousand  cubic  feet. 
This  price  is  unrealistically  low  consider- 
ing the  cost  of  finding  and  developing 
much  gas  today.  Unfortunately  for  the 
nation.  Senator  James  Abourezk  (D-S. 
Dak.)  is  fanatically  opposed  to  giving 
even  an  inch  to  the  gas  industry.  He  has 
threatened  to  filibuster  the  pending  bill 
because  it  allows  gas  prices  to  rise. 
Abourezk,  whose  heated  opposition  to 
the  oil  industry  often  seems  irrational. 


claims  that  he  wants  to  hold  down  prices 
for  consumers — as  if  depriving  the  coun- 
try of  needed  supplies  could  conceivably 
keep  down  prices. 

F'urther  confusing  the  picture,  the  gas 
industry's  Independent  Petroleum  Asso- 
ciation of  America  is  also  fighting  the 
pending  bill.  The  IPAA  is  afraid  that 
provisions  discouraging  industrial  use  of 
natural  gas  might  so  damage  overall  de- 
mand as  to  make  it  impossible  to  sell  gas 
at  the  higher  prices  allowed.  So  even 
though  the  bill  would  let  prices  rise  sub- 
stantially and  would  end  price  controls 
entirely  by  1985,  some  parts  of  the  gas 
industry  are  against  it. 

This  political  mess  notwithstanding, 
the  underlying  situation  is  clear  enough. 
There  is  plenty  of  gas  potentially  in  the 
offing;  Canadian  gas;  possibly  Mexican 
gas;  synthetic  natural  gas;  liquefied  natu- 
ral gas  imports;  Prudhoe  Bay  gas.  There 
is  even  the  possibility  of  tapping  the 
49,000  trillion  cubic  feet  of  gas  dissolved 
in  brine  in  a  deep  geopressurized  zone 
along  the  Gulf  Coast.  The  problem  isn't 
gas.  With  due  respect  to  Carter  and 
Energy  Secretary  James  Schlesinger,  the 
problem  isn't  even  the  lack  of  a  national 
energy  bill.  The  problem  is  regulation. 
Too  much  of  it,  that  is.  ■ 


Come  Shop  In  My  Loft 

Inflation  is  driving  the  would-be  well-dressed  man  to  pipe-rack 
discounters — where,  amid  genuine  bargains,  he  shops  at  his  own  risk. 


In  the  $2.4-billion-a-year  men's  re- 
tail clothing  business  more  and  more 
men  are  buying  their  clothes  at  ware- 
house-like manufacturers'  retail  lofts, 
low-overhead  urban  "off-price  "  retailers 
and  suburban  Route  4  glass-walled  fac- 
tory outlets  where  motley  legions  of  size 
42  regular  ride  the  pipe  racks  ad  infini- 
tum. These  discounters  may  already 
have  an  estimated  10%  of  the  market  and 
are  gaining  steadily. 

This  new  breed  of  fat  bird  feeds  off  the 
recent  years'  massacre  of  men's  clothing 
manufacturers  (GGG's,  Kuppenheimer, 
Michaels-Stern)  and  name  retailers  (Rog- 
ers Peet,  Weber  &  Heilbroner,  Robert 
Hall)  brought  on  by  high  costs,  cheap 
foreign  imports,  mercurial  style  shifts 
and  the  on-again,  off-again  disenchant- 
ment with  business  suits  among  Ameri- 
can men. 

The  new  retailing  big-shot  names  are 
Syms,  BFO  (Buyers  Factory  Outlets) 
and  NBO  (National  Brands  Oudets), 
among  many  in  the  East.  In  Houston  and 
Dallas,  it's  Kuppenheimer  Outlet  Store 
and  Men's  Wearhousc.  In  Los  Angeles 
it's  C&R  Clothiers,  Inc.,  there's  Baron's 


"Off-price"  retailer  Sy  Stpns 

Growing  in  a  "glorified  warehouse." 


and  National  Dry  Goods  Co.  in  Detroit 
and  in  Chicago  there's  The  Suitery.  Un- 
less their  radio  and  TV  ads  have  driven 
you  to  distraction  or  you  live  far  from  the 
big  urban  centers,  you  are  probably 
aware  of  their  presence. 

"Even  the  executive  who  makes 
$50,000  a  year,  "  says  one  clothing  manu- 
facturer, "by  the  time  he  has  paid  his 
taxes  and  sent  his  kids  to  school,  he  has 
to  shop  in  these  places.  In  the  old  days 
he'd  go  to  a  department  store  and  use  his 
credit  card." 

In  these  inflationary  times  there  are 
fewer  and  fewer  men  who  can  afford  to 
pay  the  full  retail  price  for  the  traditional 
hand-tailored  garb  of  the  well-dressed 
businessman  (Forbes,  June  26).  Instead 
they  join  their  blue-collar  (and  their  no- 
collar)  fellow  citizens  looking  for  bargains 
in  places  like  these: 

1)  Manufacturers'  retail  outlets.  Some 
suit  manufacturers  such  as  St.  Laurie, 
Ltd.  and  Sussex  Clothes,  Ltd.,  for  years 
one  of  the  best-known  labels  among  bet- 
ter men's  suits,  have  turned  turtle.  In 
order  to  cope  they  have  curtailed  whole- 
saling— selling  to  retailers — and  instead 
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are  selling  their  fully  labeled  goods  in 
downtown  Manhattan  lofts  direct  to  the 
consumer.  Murray  Kozinn,  president  of 
the  65-year-old  St.  Laurie  firm,  has  been 
selling  this  way  for  four  years.  He  says  he 
adds  about  $30  to  his  wholesale  price  for 
a  hand-tailored  suit  of  foreign-woven 
worsted  cloth  that  a  retailer  would  "key- 
stoiu'" — mark  up  100% — and  sell  for 
about  $300.  Kozinn's  St.  Laurie  price: 
$185.  All  of  his  manufacturing  is  done  in 
a  30,000-s(iuare-foot  loft  downstairs  from 
his  selling  floor. 

2)  "Off-price"  retailers.  Like  old-fash- 
ioned "job  lot"  stores,  they  buy  over- 
stocked inventories  from  retail  stores 
and  clothes  overproduced  by  manufac- 
turers. They  may  also  buy  up  extra  piece 


sales.  The  catch  is  that  the  troubled  store 
will  probably  also  be  used  as  an  outlet  for 
merchandise  bought  from  other 
sources — much  of  it  inferior  to  the  retail- 
er's own  goods.  Alibis  one  well-known 
li(|uidator,  'You  can't  afford  to  run  out  of 
size  15-34  if  you're  running  a  sale.  "  In 
the  t^ffort  to  keep  a  "Going  Out  of  Busi- 
ness "  sale  well  stocked,  of  course,  it 
could  go  on  forever. 

That's  one  of  the  risks  the  consumer 
faces  in  many  stores:  Next  to  the  genuine 
$300  suit  selling  for  $175  may  be  a  genu- 
ine $175  suit  selling  for  $175.  Obviously, 
the  salesman  has  motives  for  steering 
you  to  the  latter. 

To  be  sure,  the  variations  on  the  major 
themes  are  as  different  as  the  men  who 
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Brand  labels  at  half  the  normal  retail  priee 


An  "educated  consumer"  with  a  good  eye  can  dress  like  an  uptown  shopper. 


goods  from  manufacturers  at  prices  as 
low  as  40%  off  regular  wholesale,  to  be 
cut  especially  for  suits  and  sports  clothes 
for  their  clientele.  Says  one  merchant, 
""The>  will  clean  a  manufacturer  out  at 
the  end  of  a  season,  regardless  of  fabric 
or  pattern.  "  Off-price  merchants  may 
also  pay  as  much  as  65%  off  for  "seconds  " 
or  "manuacturer  s  mistakes.  "  (It  isn't  un- 
usual for  a  manufacturer  to  have  a  bad 
run  of  400  suits  that  can  t  be  regularly 
v\  h{)lesaled.) 

3)  Licjuidations.  What  might  be  called 
the  "endless  bummers' — these  are  retail 
stores  and  bankrupt  manufacturers 
whose  "Going  Out  Of  Business "  sales 
have  a  way  of  going  on  forever.  It  is  one 
of  the  oldest  wrinkles  in  the  clothing 
trade,  refined  to  a  science  by  a  hard  core 
of  professional  "'li(}uidators'  and  flourish- 
ing as  nijver  before.  Typically,  a  well- 
known  but  financially  distressed  retailer 
will  call  in  a  liquidator  who,  for  a  per- 
centage of  the  gross,  puts  up  enough 
money  for  the  store  to  remain  open  and 
organizes    well-advertised  "clearance 


run  the  stores.  Trained  radio  broadcaster 
Sy  Syms,  for  example,  has  a  seven-store 
"off-price  chain  on  the  East  Coast  that 
began  back  in  1960  selling  irregular 
shirts,  socks  and  underwear  at  a  single 
downtown  Manhattan  location.  He  still 
sells  some  irregulars  in  those  items,  but 
he  insists  that  the  suits  and  sports  jackets 
he  retails  at  prices  from  $78  to  $188  are 
all  perfectK'  fine  overproduced  garments 
or  goods  made  specially  for  Syms  from 
overstocked  piece  goods.  "We'll  pay  25% 
off  the  wholesale  price  for  a  garment  that 
would  sell  to  a  retailer  for  $137.50  and 
sell  it  at  our  $158  price  point,"  says 
Syms.  'But,  to  make  it  worthwhile,"  says 
a  competitor,  "they  will  also  sell  some- 
thing they  got  much  cheaper  at  the  same 
price.  "  Says  Syms,  ""I'll  sell  something  I 
bought  for  $100  at  $158.  But  an  undesir- 
able suit  or  jacket  can't  be  sold  for  a 
higher  price." 

In  Los  Angeles,  merchant  Morton 
Dorman  prides  himself  on  buying  only 
high-(juality  $200  to  $500  suits  for  his  two 
"off-price '    Dorman-Winthrop  stores. 


Like  Sy  Syms,  Dorman  sells  only  labeled 
goods  of  makers  with  designer  and  brand 
names.  And  like  other  off-price  sellers, 
Dorman-Winthrop  and  Syms  remove 
the  designer  labels  in  the  suits  and  jack- 
ets they  sell  before  the  garments  leave 
the  store. 

The  bird  that  casts  the  biggest  shadow 
over  the  ruins  in  the  men's  clothing  busi- 
ness is  a  New  York-based  "merchandise 
consulting'  firm  called  April-Marcus, 
Inc.  It  was  April-Marcus  who  stepped  in 
recently  when  the  well-known  Sussex 
firm  got  into  financial  difficulty.  Accord- 
ing to  April-Marcus  President  Marvin  A. 
Blumenfeld,  his  firm  underwrote  the 
debt-ridden  manufacturer's  liabilities, 
guaranteed  payment  on  their  piece 
goods  and  helped  Sussex  reorganize  as  a 
manufacturer's  retail  outlet  retaining 
only  a  handful  of  retail  customers.  In 
return,  April-Marcus  gets  a  piece  of  the 
Sussex  action  from  here  on  in.  '"We  take 
only  a  few  percentage  points,  "  insists 
Blumenfeld. 

In  much  the  same  fashion,  April-Mar- 
cus gets  a  percentage  off  the  top  from 
130  men's  clothing  retail  and  manufac- 
turing operations  in  the  U.S.  doing 
about  $100-million  worth  of  business  an- 
nually. Some  of  them  are  liquidations, 
most  are  factory  outlets,  but  they  all 
need  April-Marcus"  buying  power  (it 
does  all  of  their  piece-goods  buying)  and 
credit  rating  to  stay  afloat.  "Most  cloth- 
ing retailers  are  always  at  least  60  days 
late  paying  their  bills,  "  says  Blumenfeld. 
"We  pay  a  week  ahead  of  time.' 

The  April-Marcus  touch  helped  turn 
the  once  highly  regarded  Kuppenheimer 
manufacturing  name  into  a  come-on  for  a 
Texas  factory-outlet  chain.  Six  years  ago 
the  Kuppenheimer  name  was  sold  by  its 
owner,  Louis  Roth  &  Co.,  to  the  Reston 
Slacks  Co.  of  Columbus,  Ohio  because, 
according  to  Louis  Roth  President  Mi- 
chael Roth,  "There  was  no  longer 
enough  demand  for  a  $275  Kuppen- 
heimer suit  to  support  its  manufacture. 
April-Marcus  "made  a  marriage"  be- 
tween Reston  and  a  former  Washington. 
D.C.  retailer.  What  emerged  were  four 
Texas  factory  outlets  with  the  Kuppen- 
heimer name  up  over  the  door  selling 
$79  polyester  suits  bearing  the  once- 
revered  Kuppenheimer  label.  "That's 
still  a  well-respected  name  in  Texas, 
says  one  employee.  The  other  50%  of  the 
merchandise  is  coats,  jackets,  suits  and 
shirts  of  lots  of  other  colors,  cuts  and 
obscure  origins  from  out  of  the  labyrin- 
thian  April-Marcus  distribution  system. 
As  Mar\in  Blumenfeld  sa\s,  "We  pa\ 
foreign  manufacturers  $30  a  suit  instead 
of  $50  because  we've  got  the  cash.  " 

Will  it  last?  Listen  to  Sy  Syms:  "Every 
retailer  in  America  will  soon  be  operat- 
ing this  way.' 

But,  of  course,  the  shopper  buys  at  his 
ow^n  risk.  Can  beating  inflation  be  this 
important?  ■ 
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Kellogg  Co.  s  "health"  cereal  coming  off  the  line  at  Battle  Creek  plant 


How  to  settle  the  argument  about  the  nutritional  value  of  cereal:  Make  the  cereal  more  nutritious. 

Less  Snap,  A  Little 
Crackle — Any  Pop? 

For  Kellogg  Co.,  life  has  lately  been  a  big  bowl 
of  very  profitable  but  somewhat  soggier  corn  flakes. 


William  E.  LaMothe,  president  and 
chief  operating  officer  of  Kellogg  Co., 
Battle  Creek,  Mich.,  is  a  slight,  soft- 
spoken  man  of  52  who  in  time  will  suc- 
ceed 62-year-old  Joseph  E.  Lonning  as 
chief  executive.  LaMothe  looks  more 
like  a  small-town  shopkeeper,  calmly 
peering  out  at  the  world  through  mild 
blue  eyes,  than  the  prospective  head  of  a 
corporate  giant.  Stick  around  awhile, 
though,  and  you  detect  the  assurance  of 
a  man  who  has  a  firm  grip  on  both  the 
problems  and  opportunities  of  his  job. 

He  is  second  in  command  at  a  staid, 
solid  giant  that  holds  over  40%  of  the 
ready-to-eat  cereal  market,  approximate- 
ly twice  the  share  of  any  of  its  competi- 
tors, and  cereal  has  been  a  staple  of  the 
American  breakfast  for  generations. 
Thanks  to  these  happy  facts,  the  com- 
pany has  not  had  a  down  year  in  earnings 
for  26  years — that  is,  since  late  in  the 
Korean  War;  and  for  sheer  profitability, 
there  are  few  large  companies  around 


that  can  beat  or  even  approach  it.  Last 
year,  for  instance,  Kellogg  earned  9% 
after  taxes  on  sales  of  $L5  billion  and  a 
return  on  equity  of  no  less  than  28.2%.  A 
vast  tide  of  cash  rolls  in  as  relentlessly  as 
the  cereal  rolls  out — over  a  billion 
pounds  of  it  a  year,  worldwide.  So  vast  is 
cash  flow — over  $170  million  last  year — 
that  Kellogg  simultaneously  pays  out  a 
fat  dividend  (62%  of  earnings)  and  fi- 
nances a  heavy  capital  spending  program 
internally  without  even  breathing  hard: 
Cash  on  hand  plus  receivables  comfort- 
ably exceeds  current  liabilities,  and  the 
company  has  little  long-term  debt. 

Nevertheless,  LaMothe  knows  full 
well  that  he  is  going  to  have  to  work  hard 
for  his  annual  $232,459. 

Trouble  is,  Kellogg's  earnings  in- 
creases have  been  getting  awftilly  small 
lately.  In  fact,  if  they  get  much  smaller 
they'll  disappear.  Last  year's  gain  was 
only  a  dime  a  share,  from  $L71  to  $L8L 
or  about  6%.  Pretax  earnings  were  up 


only  4% — less  than  inflation.  And  this 
year  the  first  half  was  ahead  a  mere  3 
cents,  from  $L01  a  share  to  $1.04.  This 
despite  cereal  price  boosts  at  the  end  of 
1976  and  all  through  last  year  totaling 
10.9%,  and  another  4.5%  hike  this  May. 
So  the  stock — almost  half  of  it  owned  by 
the  W.  K.  Kellogg  Foundation  Trust — 
peaked  at  2814  in  1976  and  has  marked 
time  since.  Though  it  is  still  selling  at 
about  22,  for  a  comparatively  good  12 
times  earnings,  the  P/E  ratio  has  been 
slipping,  and  the  shares  quite  ignored 
this  year's  explosive  spring  rally,  despite 
a  record  yield  of  5.5%. 

What  s  wrong?  "Labor,  energy,  pack- 
aging," enumerates  LaMothe  unhappily, 
"and  advertising. 

"Especially  advertising,  "  he  reiter- 
ates, showing  some  unaccustomed  ex- 
citement. "The  cost  of  a  single  impres- 
sion [one  potential  customer  receiving 
one  ad  message]  has  gone  up  50%  since 
197.5 —  .50%.  And  we  think  it  will  be  up 
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at  least  another  8%  this  year.  Our  budget 
will  go  up  considbrably  more  than  that, 
though.  We  have  to  spend  to  introduce 
new  products  and  give  added  support  to 
existing  products."  Higher  food  prices 
Kellogg  can  pass  on;  higher  advertising 
costs  are  something  else  again — and  ad- 
vertising is  the  lifeblood  of  the  cereal 
business. 

One  might  expect  him  to  be  more 
worried  about  the  Federal  Trade  Com- 
mission's long-standing  antitrust  suit 
(Forbes,  yunc  7,  1973)  than  about  mere 
earnings.  After  all,  the  suit  charges  that 
Kellogg,  together  with  General  Mills, 
Inc.  (Cheerios,  Wheaties,  etc.)  and  Gen- 
eral Foods  Corp.  (Post  Raisin  Bran,  Post 
Grape-Nuts  and  others),  constitute  a 
"shared  monopoly."  Among  other 
things,  the  FTC  wants  to  break  Kellogg 
up  into  four  separate  companies  and  turn 
its  proprietary  alltime  bestsellers.  Corn 
Flakes  and  Rice  Krispies,  into  generic 
products  anyone  can  manufacture. 

But  LaMothe  judges  the  thing  coolly: 
"The  administrative  law  judge  at  the 
FTC  who  is  hearing  the  case  will  prob- 
ably uphold  the  complaint  so  it  can  be 
decided  by  the  courts,"  he  predicts 
evenly.  "Then  it'll  be  at  least  seven  to 
ten  years  until  we  finally  get  a  Supreme 
Court  decision.  And  I  can't  believe  the 
Court  will  make  a  decision  approving  a 
concept  that  would  lay  the  groundwork 
for  breaking  up  a  third  of  U.S.  industry." 

Thus,  while  the  antitrust  case  con- 
sumes much  of  his  and  Chairman  Lon- 
ning's  time,  it  is  soaring  costs  like  adver- 
tising and  promotion  that  threaten  prof- 
its. Last  year,  for  example,  Kelloggs 
domestic  advertising  budget  alone  was 
$63  million,  a  77%  increase  since  1973. 
Alas,  television  is  a  key  medium  for  cere- 
al sellers.  It's  the  only  sure,  effective  way 
to  reach  nearly  all  the  kids,  most  of  the 
mothers  and  a  fair  percentage  of  the 
fathers  all  at  once.  But  everyone  clamors 
to  use  the  universal  medium,  and  avail- 
able air  time  is  finite. 

So  Kellogg  is  spending  more  on  TV 
but  enjoying  it  less.  As  if  greedy  TV 
stations  and  networks  weren't  tough 
enough  to  deal  with,  Kellogg  must  also 
deal  on  the  advertising  front  with  hyper- 
active bureaucrats  and  self-appointed 
consumer  activists. 

What  really  stings  him  out  of  his  usual 
calm  is  the  government's  latest  proposal 
to  ban  advertising  aimed  at  children. 
"It's  fraught  with  First  Amendment 
questions,'  he  argues.  "And  if  you  can't 
advertise  to  children,  how  can  you  ad- 
vertise at  all?  Children  don't  watch  tele- 
vision only  on  Saturday  mornings;  they 
are  viewing  throughout  the  day.' 

Then  h^  departs  from  character  alto- 
gether. "We  have  a  group  in  the  FTC 
staff  influenced  by  the  consumer  activ- 
ists, he  fulminates.  "They  may  be  well- 
meaning  people  but  they  are  out  of  step 
with  what  this  country  is  all  about.  What 


they  want  are  rules  and  regulations  de- 
signed to  make  Americans  do  what  they 
want  them  to  do." 

..Kellogg  has  also  been  fighting  a  years- 
long  advertising  war  of  attrition  with 
"the  consumer  activi.sts,"  and  so  far  it  has 
mostly  been  losing.  Kellogg's  main  pitch 
these  days  is  "good  nutrition,"  because 
the  consumer  activists'  pitch  is  "junk 
cereals."  And  it's  getting  frustrating.. 

"The  show  on  CBS'  60  Minutes  last 
fall,"  says  LaMothe,  referring  to  a  report 
titled  "How  Sweet  It  Is"  that  blasted 
presweetened  cereals,  "was  very  mis- 
leading to  the  public — and  we've  felt  a 
softening  in  the  presweetened  markets.  " 

Actually,  most  Kellogg  cereals  carry 
15%  to  25%  of  the  recommended  daily 
allowance  of  vitamin  A  and  a  reasonable 
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High  tide  in  the  cereal  business. 

array  of  B  vitamins.  Adding  milk,  as  most 
people  do,  of  course,  further  improves 
the  nutrient  count. 

At  any  rate,  unit  volume  growth  in 
ready-to-eat  cereal  has  slowed  virtually 
to  zero,  and  Kellogg's  overall  share  of 
market  has  declined  slightly  despite  its 
great  success  with  high-fiber  bran  cere- 
als like  Raisin  Bran  and  40%  Bran 
Flakes,  where  Kellogg  has  60%  of  the 
market.  "We're  working  on  new  prod- 
ucts, "  LaMothe  says  loyally,  "and  we're 
studying  the  changes  in  lifestyle  in  the 
18-to-35  age  group  to  design  breakfast 
products  for  them.  And  the  number  of 
old  people  is  increasing;  they  eat  a  lot  of 
cereal.  " 

Unfortunately,  the  low  birthrates  of 
the  1970s  are  biting  into  the  proportion 


of  children  in  the  economy — and  the 
tykes  each  now  average  14  pounds  of  the 
stuff  annually.  Not  only  that,  but  the 
rush  of  women  out  of  the  house  and  into 
the  workplace  is  cutting  down  the  num- 
ber of  people  who  eat  any  kind  of  break- 
fast at  all.  (One  of  Kellogg's  new  prod- 
ucts being  test-marketed  is  Most,  a  vita- 
min-enriched biscuit  that  could  be 
munched,  at  need,  while  stuck  in  traffic.) 

On  the  other  hand,  a  boost  is  due  from 
overseas,  where  new  cereal  plants  are  up 
or  nearly  up  in  England  and  Germany 
and,  according  to  LaMothe,  markets  are 
growing  as  much  as  15%  to  20%  a  year. 

"We  are  still  changing  breakfast  habits 
on  the  Continent,  "  he  comments  proud- 
ly. Still,  foreign  markets  are  not  without 
problems  either.  Great  Britain,  the  big- 
gest market,  maintains  price  controls  on 
cereals,  for  example  And  efforts  to  build 
new  markets  in  the  nonindustrial  world 
are,  however  promising,  mainly  for  the 
long  term.  There  are  countries,  Kellogg 
has  learned,  whose  languages  don't  even 
have  a  word  for  breakfast — the  meal 
doesn't  exist. 

And  what  of  Kellogg's  other  products? 
Salada  tea,  Mrs.  Smith's  frozen  pies, 
Eggo  waffles  and  so  forth  add  to  volume, 
all  right,  but  they  have  no  hope  of  adding 
as  much  to  the  bottom  line  as  the  enor- 
mously profitable  breakfast  cereals, 
where  competitors  are  few  and  market 
challenges  are  not  based  on  price.  Kel- 
logg does  not  like  to  break  out  sales  and 
profits,  but  LaMothe  does  not  demur  at 
an  outside  estimate  that  cereals  total 
some  two-thirds  of  sales  and  contribute 
about  85%  to  net  profits. 

So,  in  its  staid  fashion,  Kellogg  has 
been  looking  around  for  acquisitions. 
"We  made  the  decision  to  stay  basically 
with  food,'  explains  LaMothe.  "We're 
comfortable  with  that.  And  we  use  a  rule 
of  thumb  that  potential  acquisitions 
should  offer  10%  sales  growth  in  constant 
dollars."  Tropicana  Products,  Inc.,  for 
instance,  which  Kellogg  courted  assidu- 
ously before  it  opted  for  Beatrice  Foods 
Co.,  had  sales  growing  an  average  18%  a 
year,  earnings  20%,  with  a  return  on 
equity  comparable  to  Kellogg  s. 

"It  would  have  fit  very  well,  "  says 
LaMothe  sadly,  "into  our  marketing  no- 
tion of  selling  a  nourishing  breakfast.  " 
And  he  shakes  his  head.  "Besides,  they 
shared  our  philosophy  of  keeping  oper- 
ations lean  and  efficient.  " 

But  Tropicana  got  away  and  there 
aren't  many  other  companies  like  it  for 
sale — certainly  not  companies  which  can 
match  the  kind  of  profits  Kellogg  is  ac- 
customed to. 

"We'll  probably  have  to  accept  a  lower 
return  on  equity,  "  LaMothe  says,  sigh- 
ing. He  knows  that  keeping  a  successful 
company  successful  can  be  as  tough  as 
turning  around  an  unsuccessful  one.  As 
we  said.  Bill  LaMothe  is  going  to  be 
earning  his  salary.  ■ 
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Delta  is  an  air  line  run  by  professionals.  Like 
Dot  Turnipseed,  Ticket  Sales  Agent. 

She  has  spent  most  of  her  10  years  with  Delta 
making  telephone  reservations.  But  she  loves 
meeting  customers  face  to  face  in  her  job  at  a 
downtown  ticket  office. 

Tycoons,  tots,  globe-trotters  and  first-timers. 
She  has  a  warm  welcome  for  everyone. 

And  Dot  doesn't  just  sell  tickets.  She  finds  an  earlier  flight, 
a  lower  fare,  an  easier  connection  for  her  customers. 
Because  when  it  comes  to  people. 
Dot  couldn't  care  more.  And  that 
goes  for  all  31,000  Delta  professionals.    „  _ 

Delta  is  ready  wlien  you  are:  §  !^ 


This  is  Delta's  Wide- Ride  L-1011  mStar, 
a  $25  million  superjet.  The  "living  room" cabins  are 
8  feet  high,  almost  19  feet  wide. 


When  the  Space  Shuttle  re-enters  the  Earth's 
atmosphere,  it's  subjected  to  searing  tempera- 
tures. That's  why  it's  protected  with  a  special 
Johns-Manville  fiber  glass  called  Q-Fiberf 

Each  NASA  Space  Shuttle  is  designed  to  fly 
a  minimum  of  100  round  trips  into  Earth  orbit 
and  back.  To  help  the  spacecraft 
survive  atmospheric 
friction  on  its 


return,  Johns-Manville  developed  Q-Fiber.  It's 
applied  in  the  form  of  ceramic  tiles  bonded  to 
much  of  the  spacecraft's  outer  surface  where  re- 
entry temperatures  can  be  from  750°  to  2300°  F. 

Q-Fiber  is  only  one  of  many  clear  examples 
of  the  innovative  kind  of  thinking  that  has 
brought  Johns-Manville  to  the  forefront  of  the 
insulation  industry.  We  supply  the  world 
with  the  widest  variety  of  insulation  mate- 
rials, whether  for  commercial, 
industrial  or  residential  needs. 
In  addition  to  fiber  glass 
products,  J-M  is  a  worldwide 
manufacturer  of  non-fiber 
glass  insulations,  pipe  prod- 
ucts and  systems,  roofing 
materials  and  industrial 
products.  We  also  mine  and 
process  asbestos  fiber  and 
other  basic  non-metallic 
minerals.  And  each  busi- 
ness segment  is  backed 
by  a  company  with  120 
years  of  experience. 

To  discover  more  about 
a  $1.5  billion  company  that  can 
put  its  problem-solving  capabili- 
ties to  work  for  you,  write 
Johns-Manville  Corporation,  P.O. 
Box  5705-J,  Denver,  Colorado  80217. 


Johns-Manville 

Ideas  to  build  on. 


A  TRW  PUME 


We're  learning  the  hard  way  that 
there  is  only  so  much  water  on  our 
planet  Or  in  it. 

Weather  patterns  are  changing 
all  over  the  world.  And  men  every- 
where are  pumping  water  out  of  the 
earth's  water  table  faster  than  it  can 
be  replenished. 

The  rain  that  fell  on  Noah  is  still 
in  the  ground,  but  it's  a  lot  deeper 
than  it  used  to  be. 

TRW  makes  a  pump  that  goes 


deep,  to  where  the  water  is. 

These  pumps  are  totally  sub 
mergible,  motor  and  all,  and  prodi 
huge  volumes  of  water,  with  great 
efficiency. 

They're  helping  people  on  e\ 
continent  use  the  abundant  watei 
that  lies  deep  inside  the  earth. 

A  COMPANY  CALLEL 

TRW 


Real  Estate 


Why  George  Babbitt  should  be  smiling  in  his  grave. 

Makes  me  tired  the  way  these  doctors  and  profs  and 
preachers  put  on  lugs  about  being  "professional  men.  "  A 
good  realtor  has  to  have  more  knowledge  and  finesse  than 
any  of  em.  .  .  .  First  place,  we  ought  to  insist  that  folks 
call  us  "realtors"  and  not  "real  estate  men."  Sounds  more 
like  a  reg'lar  profession.  — Sinclair  Lewis,  Babbitt 


By  LAWRENCE  MINARD 

Fifty-six  ykars  have  passed 
since  Sinclair  Lewis  imagined 
George  Babbitt's  lament  on  the 
low  status  of  the  American  real 
estate  salesman.  If  Babbitt's  so- 
cial status  hasn't  changed  much 
since  then,  his  income  level  cer- 
tainly has. 

As  in  any  business,  there  is 
only  a  small  proportion  of  top 
earners.  There  are  some 
500,000  Americans  who  actively 
sell  residential  real  estate  and 
most  of  them  barely  get  by  on 
the  proceeds  of  selling,  maybe, 
four  or  five  houses  a  year.  But  a 
good  agent,  people  in  the  trade 
say,  can  easily  do  $1  million  a 
year  in  houses.  That  means  an 
income  of  $30,000  or  so  after  the 
agency  that  employs  him  takes 
its  split.  A  really  urcut  agent  can 
move  $4  million  to  $5  million  in 
houses  and  take  home  $100,000 
and  up. 

Nobody  knows  how  many  of 
the  latter  there  are,  but  FORBES 
estimates  this  elite  at  about 
10,000  people.  (Considering  that 
there  are  probablv  fewer  than 
400,000  incomes  of  $100,000- 
plus  in  the  U.S.  (Forbes,  May 
15),  it  is  clear  that  the  real  estate 
agents  and  brokers  more  than 
get  their  fair  share. 

Take  Northside  Realty  of  At- 
lanta, Inc.  Its  575  salespeople  will  move 
$300-rnillion  worth  of  houses  this  year 
and  will  split  about  $10  million  in  com- 
missions. That's  an  average  of  over 
$15,000  apiece.  But  of  those  salespeople, 
33  will  earn  better  than  $30,000  a  year 
and  at  least  one,  Betty  Hardeman,  will 
top  $100,000.  Clearly,  this  is  not  an  easy 
way  to  make  a  living.  But  it  can  be  a 
lucrative  way. 


Scottsdale,  Ariz,  supersaleswoman  Ellie  Shapiro 
Hard  sell  in  a  rich  market  earns  her  $1 25,000  a  year. 


Thi"  residential  realty  business  prob- 
ably supports  close  to  1  million  Ameri- 
cans full  time — 1%  of  the  total  labor 
force.  Its  gross  commissions  now  come  to 
some  $15  billion  a  year — as  against 
something  over  $30  billion  for  doctors 
and  roughly  $10  billion  for  lawyers.  It 
easily  dwarfs  the  investment  business, 
which  employs  40,000  brokers  who  gross 
some  $3  billion  in  commissicms. 


What  with  continuing  infla- 
tion and  the  obvious  tax  advan- 
tages of  home  ownership,  resi- 
dential realty  is  hot  today.  Most 
businesses  suffer  from  inflation 
and  from  high  taxes;  residential 
realty  benefits.  The  industry  s 
$15-billi()n  or  so  commission 
gross  is  up  from  less  than  $4 
billion  ten  years  ago.  This  year, 
according  to  industry  predic- 
tions, real  estate  agents  will  sell 
some  3.8  million  existing  single- 
lamily  homes  and  over  1  million 
new  ones;  in  addition  they  will 
sell  approximately  350,000  con- 
ilominiums  and  cooperative 
.i])artments.  There  is  something 
(  lose  to  a  buying  panic  in  resi- 
•  Icntial  housing.  Total  volume: 
over  $250  billion.  Probable  re- 
alty commissions:  as  much  as 
.15  billion. 

So  it  should  come  as  no  sur- 
prise to  anyone  that  big  business 
IS  moving  into  realty  and  that  the 
more  successful  companies  al- 
icady  in  the  business  are  them- 
selves becoming  big  businesses. 
I  hey  already  include  Coldwell 
Banker  (revenues;   $204.8  mil- 
lion); Berg  Enterprises,  Inc.  ($46 
Million);  C>entury  21  Real  Estate 
!  orp.  ($21  million)  and  in  lesser 
and  indirect  capacities:  Sears, 
Roebuck  &  Co.,  Maryland's  Pe- 
terson, Howell  &  Heather,  Inc. 
and  Merrill  Lynch  &  Co.,  Inc. 
That  s  right:  The  nation's  largest  retailer 
and  its  biggest  Wall  Street  firm  are  both 
into  residential  real  estate. 

As  Berg  Enterprises  Chairman  Ken- 
neth Berg  puts  it:  "We  are  like  the  gro- 
cery business  was  in  the  1920s,  just  be- 
fore A&P  and  Safeway  took  the  food 
business  national. 

In  the  International  Franchise  Associ- 
ation's 1972  annual  report,  there  was  not 
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even  a  mention  of  real  estate  franchises. 
Today  there  are  some  30  franchise 
c  hains.  They  have  sold  well  over  10,000 
franchises  accounting  for  over  $800  mil- 
lion in  gross  commissions.  This  is  still 
smaller  than  the  fast-food  industry's 
6(),()()0-odd  franchises.  But  real  estate 
franchises  are  growing  at  30%  and  more 
annually,  vs.  11%  for  the  maturing  fast 
food  business. 

(currently  there  are  five  major  national 
franchisers:  Atlanta-based,  member- 
owned  Gallery  of  Homes,  Inc.  (758  affili- 
ated brokerage  firms  in  49  states);  Red 
Carpet  Corp.  of  America  (1,200  firms  in 
16  states);  Century  21  (6,039  firms  in  48 
states);  Electronic  Realty  Associates, 
Inc.  (1,650  firms  in  46  states);  and  Realty 
World  Corp.  (1,147  firms  in  36  states).  A 
fifth  newcomer  that  promises  rapid  suc- 
c(>ss:  Better  Homes  and  Gardens  Real 
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Estate  Service,  a  division  of  Meredith 
Corp.  of  Des  Moines. 

To  see  how  profitable  real  estate  fran- 
chising can  be,  just  look  at  Irvine,  Calif - 
based  Century  21  Real  Estate.  The  firm's 
6,039  franchisees  are  up  from  150  in 
1972.  Each  franchisee  pays  6%  of  his 
gross  commissions  to  one  of  34  regional 
offices.  The  regional  office  then  pays 
15%  of  its  revenues  to  the  home  office. 
Century  2rs  profits  have  soared  from 
less  than  nothing  in  1973  to  a  company- 
estimated  $1.60  a  share  for  its  fiscal  year 
just  ended. 

The  company  went  public  last  October 
at  $13  a  share.  Despite  rumors  of  over- 
saturation  in  some  markets,  the  stock 
recently  hit  $27.  Similarly,  shares  in 
New  York  Stock  Exchange-traded  Cold- 
well  Banker  have  jumped  from  $17  a 
year  ago  to  over  $28  recently.  (Sears, 
which  recently  traded  a  half-interest  in 


its  executive  relocation  firm,  Execu- 
trans,  Inc.,  to  Coldwell  Banker  for 
43,333  Coldwell  Banker  shares,  is  ru- 
mored to  be  interested  in  ac(juiring  the 
rest  of  the  Coldwell  Banker  firm.) 

Why  the  rush  to  national  affiliation? 
"Because  a  little  broker,  a  guy  just  start- 
ing out,  can  buy  instant  national  identi- 
ty, "  explains  James  A.  Riggs,  53,  the 
former  editor-in-chief  of  Better  Homes 
and  Gardens  magazine  who  originated 
and  oversees  Meredith's  18-month-old 
franchise  operation.  What  Riggs  is  saying 
is  that  only  through  pooling  funds  over  a 
widespread  base  can  the  little  guy  afford 
mass-market — i.e.,  television  and  ra- 
dio— advertising,  which  is  increasingly 
necessary  if  he  is  to  be  successful  even  in 
his  own  market.  And  with  national  affili- 
ation he  does  attain  a  national  identity, 
the  way  Joe's  Hamburger  Stand  does  if 
Joe  gets  a  McDonald's  franchise. 

National  recognition  is  more  impor- 
tant in  realty  than  it  was  formerly — 
chiefly  because  of  the  fast-growing  num- 
ber of  Americans  who  move  between 
cities  each  year.  The  Employee  Reloca- 
tion Council  estimates  that  last  year 
large  U.S.  corporations  transferred  well 
over  300,000  employees  to  new  locales, 
up  sharply  from  a  decade  ago.  That's 
over  300,000  people,  most  of  whom  must 
sell  their  old  homes  and  buy  new  ones. 

Let's  do  some  arithmetic:  If  you  figure 
that  by  selling  the  old  house  and  buying 
a  new  one  most  of  these  transferees  cre- 
ate two  brokers'  commissions,  then  the 
transferees  are  worth  over  $1  billion  in 
aggregate  commission  revenue  (based  on 
an  average  house  price  of  $50,000).  A 
nice  piece  of  change  for  the  brokers 
known  in  both  cities. 

In  fact,  corporate  transfers  is  a  field  so 
large  and  growing  so  rapidly  that  a  whole 
new  industry  has  sprung  up:  the  reloca- 
tion business,  with  over  20  firms.  Most 
of  these  are  mom-and-pop  operations, 
but  three  dominate  the  field:  Peterson. 
Howell  &  Heather's  Homequity,  Inc., 
Sears  Executrans  and  Merrill  Lynch's 
Merrill  Lynch  Relocation  Management, 
Inc.  According  to  Amy  Stillman,  man- 
ager of  Marketing  Services  for  Execu- 
trans, the  relocation  firms  handle  about 
25%  of  those  300,000-plus  corporate 
transfers.  Merrill  Lynch  Relocation 
Management's  Chairman  Weston  E.  Ed- 
wards believes  the  figure  is  over  30%. 

Forbes  asked  Edwards  if  Merrill 
Lynch,  with  its  vast  network  of  retail 
offices  and  account  executives,  might  not 
go  directly  into  the  home-brokerage 
business.  Edwards:  "Obviously  it  does 
make  sense,  especially  because  many 
ML  account  executives  already  have  real 
estate  licenses.  ...  I  can't  tell  you  that 
it  is  not  under  consideration." 

In  any  case  the  relocation  business 
itself  has  grown  into  a  $125-million-plus- 
a-year  industry.  For  their  $125  million 
the  relocation  firms,  in  effect,  take  care 
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of  selling  a  transferred  employee's  house 
and  finding  him  a  replacement.  They  sell 
and  buy  through  afiiliated  brokers — for 
example,  Columbia,  S.C.'s  Tom  Jenkins' 
Gallery  of  Homes  is  also  Merrill  Lynch's 
certified  broker  in  Columbia — and  don't 
hesitate  to  pay  a  broker  his  full  commis- 
sion. Why  should  they  hesitate?  They 
simpl\-  pass  on  the  brokers  fee  plus  their 
own  fee  to  their  corporate  clients,  which 
pass  these  on  to  consumers.  For  their 
part,  the  local  brokers  who  sell  to  a 
relocation  firm's  client  gladly  pay  the 
relocation  firm  a  referral  fee — typically 
25%  of  his  commission. 

Obviously  the  brokers  benefit.  "We 
were  going  to  sell  our  house  ourselves,  " 
says  a  New  Jersey  housewife  whose  hus- 
band was  recently  transferred  by  Exxon 
to  Houston.  "But  when  I  found  that 
Exxon  pays  the  commission  I  decided, 
why  bother? " 

It  riles  many  Americans  who  do  not 
have  Exxon  for  a  sugar  daddy  that, 
whereas  they  can  trade  in  securities  for 
1%  or  2%,  it  costs  them  6%  to  7%  to  sell 
a  house.  An  agent  who  may  spend  no 
more  than  a  few  days  total  time  on  the 
deal  may  well  walk  off  with  from  $3,000 
to  $7,000  on  a  house.  Brokers  like  to 
claim  that  the  average  house  now  appre- 
ciates at  over  10%  a  year.  Maybe  so,  but 
when  the  time  comes  to  sell  it,  the  typi- 
cal brokerage  commission  will  claim  a 
major  piece  out  of  that  appreciation. 

Why  are  commissions  so  high  and  rig- 
id? Is  it  because  the  business  is  highly 
inefficient,  supports  far  too  many  agents 
and  dealers  in  relation  to  the  movement 
of  houses?  Some  1.5  million  Americans 
have  been  licensed  to  sell  real  estate. 
But  only  one-third  or  so  of  those  are 
really  active.  Thus  the  average  active 
agent  sells  only  about  four  or  five  houses 
a  year — one  every  three  months.  By  con- 
trast, a  good  active  agent  can  move  20  in 
a  year. 


$  100,()0()-plus-ijear  agent  "Whit  Moore 


"Sell  to  the  woman;  she's  boss." 
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Columbia,  S.C.  broker  Tom  Jenkins 


Is  competition  free  In  Columbia? 

"Almost  every  study  that  has  ever 
been  done,  says  Kenneth  Berg,  the  for- 
mer head  of  the  New  Jersey  Real  Estate 
Commission  who  heads  New  Jersey- 
based  Berg  Enterprises,  a  publicly 
owned  broker  and  mortgage  banker, 
"shows  that  in  any  significant  market 
70%  to  80%  or  more  of  the  business  goes 
to  maybe  15%  of  the  brokers.' 

As  across  firms,  so  within  firms:  "In 
my  organization,"  says  Robert  E.  Owens 
Sr.,  a  Better  Homes  and  Gardens-aflFili- 
ated  broker  whose  700  agents  sell  over 
$30-million  worth  of  San  Antonio-area 
homes  per  month,  "I'd  say  about  75%  of 
the  business  is  done  by  20%  to  25%  of 
my  agents.  ' 

No  one  really  knows  whether  elimi- 
nating unnecessary  personnel  will  lower 
the  commission  schedule  or  if  the  con- 
centration will  simply  inflate  profits.  For 
the  main  thing  that  keeps  commissions 
up  is  the  structure  of  the  business  itself 
Technically  speaking,  all  commissions 
are  negotiable;  practically  speaking,  the 
rate  structure  is  (juite  rigid  at  the  6%- 
plus  level.  To  understand  the  apparent 
paradox,  you  must  understand  the 
mechanism  at  the  heart  of  the  realtors' 
business:  the  Multiple  Listing  Service, 
or  MLS,  the  mostly  nonprofit  exchanges 
created  by  local  brokers  to  generate 
maximum  listings  for  themselves.  Here's 
how  MLS  works: 

When  an  owner  decides  to  sell  his 
house  through  a  realtor,  the  agent  will 
most  likely  list  the  house  on  the  MLS. 
This  advertises  the  property  to  the  rest 
of  the  market's  brokers,  who  are  then 
entitled  to  sell  the  house  for  the  terms 
specified  in  the  MLS  announcement — 
provided  that  they  are  members  of  the 
MLS.  If  another  broker  sells  the  house, 
he  splits  the  commissions  with  the  listing 
broker;  usually  the  split  is  50-50.  The 
two  brokers,  in  turn,  split  their  fees  with 
the    agents    involved.    Typical  agent- 


broker  split:  50-50  to  start,  ranging  up  to 
70%  for  a  really  good  agent. 

The  thing  to  remember  is  that  the 
MLS  is,  in  essence,  the  local  brokers' 
inventory.  Thus  the  small-  or  medium- 
size  broker  who  is  not  a  member  of  his 
MLS  is  not  much  in  business,  since  the 
MLS  controls  not  only  what  properties 
he  can  sell,  but  also  what  listings  he  can 
get.  After  all,  why  should  a  seller  give 
him  a  house  if  he  cannot  offer  that  house 
to  the  entire  local  sales  force? 

Who  controls  MLS?  That  has  become 
a  very  sticky  question. 

Strict  and  open  control  used  to  rest 
with  the  NAR — the  well-financed, 
600,000-member  National  Association  of 
Realtors — which  long  ago  copyrighted 
the  word  "realtor."  As  in  George  Bab- 
bitt's day,  so  in  1978:  To  call  yourself 
"realtor  "  you  must  join  the  NAR. 

In  virtually  every  American  communi- 
ty NAR's  presence  is  felt  through  its 
chapters,  the  local  realtor  boards.  Every 
state  has  its  state-level  realtor  (i.e.,  NAR) 
association  as  well.  For  decades  the  NAR 
tightly  controlled  the  local  real  estate 
markets  through  its  local  realtor  groups. 
The  local  groups,  for  example,  set  up  and 
ran  the  MLS  systems  and  said  bluntly: 
Only  realtors — only  NAR  members — 
could  join  the  MLS. 

With  its  control  over  the  MLS  system, 
the  NAR  also  fixed  commissions  by  re- 
quiring that  all  houses  sold  through 
MLSs  went  for  specified,  in  writing, 
fees — then  in  the  5%  range. 

All  the  coziness  ended,  legally,  in  the 
late  1960s,  when  the  courts  struck  down 
both  NAR's  requirements  that  MLS 
members  be  NAR  members  and  that 
commissions  be  fixed.  But  the  legacy 
lives  on.  Local  MLS  boards  continue  to 
be  dominated  by  NAR  loyalists  who  also 
tend  to  be  executives  in  well-established 
realty  firms.  According  to  an  executive  at 
one  Chicago  MLS,  the  area's  Northwest 


Market  domination  prophet  Ken  Berg 


"In  a  few  years  .  .  .  ten  hugs  firms." 
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A  South  Carolina  agent  receives  his  Merrill  Lynch  real  estate  certificate 
Putting  its  vast  retail  networic  and  capital  resources  into  a  new  field. 


Suburban  Board  of  Realtors  limits  mem- 
bership in  the  Northwest  Suburban 
MLS  to  its  members — who  must  be  real- 
tors. "If  you're  not  a  realtor,  you  can't 
join,  "  says  the  executive.  Even  in  more 
enlightened  MLS  systems  the  Old 
Guard  must  approve  your  application. 
Naturally  they  prefer  their  own  kind. 
Says  a  nationally  known  realtor  who  asks 
that  his  name  not  be  used: 

"The  interaction  between  the  NAR 
and  the  local  MLS  today  is  no  longer 
exactly  nepotism,  but  it's  the  next  thing 
to  nepotism.  ' 

And  the  price-fixing?  It,  too,  seems  to 
have  survived,  though  in  a  more  subtle 
form.  The  Federal  Trade  Commission 
has  found  that  96%  or  more  of  the  homes 


sold  on  California  MLS  systems  involved 
the  same  commission  rate:  6%.  Explains 
University  of  Georgia  real  estate  profes- 
sor William  M.  Shenkel: 

"If  you  join  an  MLS  there  is  a  kind  of 
fixed  commission,  usually  6%  but  now 
7%  in  some  areas.  Of  course  it  s  never  in 
writing.  It's  just  understood."  In  other 
words,  the  NAR's  MLS  system  has  be- 
come the  mechanism  by  which  the  un- 
derstanding is  transmitted. 

Pity  the  man  who  misses  the  signal. 

Eighteen  months  ago,  with  the  market 
around  Columbia,  S  C.  sizzling,  real  es- 
tate broker  William  C.  Hawley  opened 
For-Sale-By-Owner,  Inc..  a  company  to 
help  owners  sell  their  own  houses.  Haw- 
ley gave  sellers  for-sale  signs,  advertised 


their  homes  and  helped  with  closing  de- 
tails. The  sellers  would  give  Hawley  $75 
up  front,  another  $500  when  their  house 
was  sold. 

Hawley  at  the  time  was  a  "realtor,  "  a 
member  in  good  standing  with  his  local 
realtors  board,  whose*  members  saw  his 
innovation  as  akin  to  communism.  "A 
few  of  them  hauled  me  before  the  Co- 
lumbia Board  of  Realtors,'  recalls  Haw- 
ley, "and  charged  me  with  being  'unethi- 
cal.' "  Hawley  called  the  somewhat  more 
sophisticated  National  Association  of 
Realtors.  The  NAR  did  nothing.  After 
much  hassling,  Hawley  finally  won  a 
clean  name  for  himself  from  his  local 
board.  Nevertheless,  Hawley  recently 
closed  For-Sale-By-Owner  and  bought  a 
Century  21  franchise. 

Hawley  s  neighbor,  Albert  J.  DuPre, 
40,  has  it  worse.  DuPre  is  a  licensed 
broker  who  has  tried  repeatedly  to  join 
Columbia  s  two  MLS  services.  Both  rou- 
tinely turn  him  down.  The  local  estab- 
lished realtors  who  control  the  MLSs 
claim  DuPre  is  unethical,  and  worse.  So 
DuPre  is  suing  the  boards  and  their  ex- 
ecutives and  will  probably  win. 

"Whether  DuPre  is  a  crook  or  not  is 
irrelevant,"  says  his  Harvard-educated 
lawyer,  J.  Leeds  Barroll  IV.  "I  say 
DuPre's  competitors  cannot  keep  DuPre 
from  competing  against  them.  If  DuPre 
has  done  anything  wrong,  the  state  real 
estate  commission  should  revoke  his  li- 
cense. They  haven't.  " 

Not  that  Columbia.  S.C.  is  the  only 
place  such  things  happen.  They  are 
widespread.  New  Jersey  s  Ken  Berg  nev- 
er liked  the  MLS  system  and  refused  to 
join.  Eyeing  his  numerous  listings. 
Berg's  competing  brokers  tried  to  force 


Back  To  The  City 


Anyone  who  has  walked  down  a 
lower  Manhattan  (or  for  that  matter, 
Kansas  City)  street  lately  cannot  help 
but  notice  the  plasterboard,  pipes 
and  appliances  moving  into  the  old- 
but-sturdy  industrial  buildings — and 
the  industrial  tenants  moving  out. 
What's  going  on?  Such  buildings  are 
being  converted  into  cooperative  or 
condominium  apa^'tments  to  supply 
what  may  well  be  the  hottest  area  in 
the  current  real  estate  market.  As 
families  have  grown  up,  spht  up  or 
remained  childless,  urban — as  op- 
posed to  suburban— living  has  start- 
ed to  make  sense  again.  Thanks  to  our 
ridiculous  tax  system,  ownership  of 

apartments  has  much  appeal  for  middle-class  people.  And 
why  not?  Uncle  Sam  subsidizes  most  of  the  costs  through 
reductions  of  interest  and  property  taxes. 

The  boom  in  cooperatives  and  condomiums  is  no  longer 
chiefly  centered  in  New  York  City.  But  the  trend  has 
already  made  some  Manhattan  realty  agents  remarkably 
rich.  Commissions  in  the  field  are.  to  put  it  mildly. 


York  City  space 


Old  lofts  for  new  urban  families. 


exorbitant:  some  as  high  as  9%. 

"I  make  at  least  $250,000  a  year," 
sniffs  Mrs.  Sylvia  K.  French,  the 
head  of  the  private-home  division  of 
big  Manhattan  broker  Douglas  Elli- 
man-Gibbons  &  Ives,  Inc.,  who 
sells  brownstones  that  start  at 
$250,000. 

Says  a  somewhat  more  demure 
Agnes  Nolan,  a  former  Wall  Street 
lawyer  who  founded  Manhattan's 
Whitbread-Nolan,  Inc.:  "My  in- 
come runs  into  the  six  figures.  Easi- 
ly." She  adds  that  a  salesman  with 
two  years'  experience,  and  a  willing- 
ness to  hustle,  can  easily  earn 
$35,000  to  $50,000. 
So  far.  New  York,  Illinois,  Florida  and  California  have 
accounted  for  most  of  the  business.  As  one  broker  put  it  to 
FoRBES:  "Condominium?  They  can't  even  spell  it  in  Oma- 
ha. "  Meaning  that  Omaha  and  places  like  it  have  some- 
thing to  look  forward  to:  an  inner-city  revival  fueled  not  by 
government  money,  but  by  a  deep-seated  urge  in  the 
middle  classes.  — William  Harris 
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him  to  join — and  so  share  his  hstings 
with  them — by  refusing  to  allow  Berg  to 
call  himself  "realtor"  if  he  didn't  join. 
Berg  threatened  to  sue  on  antitrust 
grounds  and  the  realtors  caved  in.  But 
Berg  was  finally  forced  by  the  1974  hous- 
ing recession  to  join  the  local  MLS. 

That  even  a  large-scale  operator  like 
Berg  had  to  join  the  MLS  certainly  testi- 
fies to  the  lingering  power  of  the  MLS 
system  and  so  of  the  NAR  network  that 
shadows  it. 

And  yet  there  is  evidence  that  the 
power  is  about  to  crumble.  Think  about 
it:  The  MLS  mainly  benefits  the  smaller, 
less  efficient  brokers  who  cannot  gener- 
ate enough  listings  on  their  own  and  who 
sell  so  few  houses  that  they  need  high 
commissions  to  survive.  Many  big 
brokers,  Forbes  quickly  discovered, 
would  like  to  forget  about  MLS  altogeth- 
er. They  feel  they  merely  subsidize  the 
small-fry  by  sharing  their  listings  via 
MLS.  Said  one  big-volume  East  Coast 
broker  to  Forbes: 

"The  larger  and  better  known  a  broker 
gets,  the  less  the  public  thinks  he  needs 
an  MLS  to  sell  a  house.  No  one  will  say 
Sears  needs  an  MLS.  If  this  industry  is 
soon  dominated  by  eight  or  ten  giant 


firms,  as  I  believe,  there  will  be  no  need 
at  all  for  the  MLS  system." 

Brokers  hasten  to  warn,  however,  that 
commissions  won't  come  down  as  a  re- 
sult. "Not  high  enough  now,"  they  gripe. 


". .  .  Thus  if  ever  a  business 
was  government-proof, 
residential  realty  is  . . ." 


They  go  on  to  cite  the  heartaches  and 
headaches  of  the  business:  showing 
houses  late  at  night  and  on  weekends; 
the  merely  curious  lookers  who  waste 
your  time;  the  people  who  would  like  to 
buy  but  can't  get  up  the  scratch;  the 
stupid  questions.  Expenses  are  mount- 
ing, too.  TV  advertising  is  already  almost 
out  of  sight  and  newspaper  rates  are 
climbing.  One  big  Atlanta  agency  figures 
it  costs  $10,000  a  year  in  overhead  to 
back  each  agent;  in  New  Jersey  backup 
costs  can  run  to  $17,000  a  year. 

But  every  occupation  has  its  hazards 
and  real  estate  selling  does  have  two 
overwhelming  appeals:  It  takes  no  spe- 
cial training  and  there  is  always  a  slim 


chance  of  hitting  it  big.  Hitting  it  big  like 
Ellie  Shapiro  does. 

Shapiro,  a  middle-aged  mother  of 
three,  wife  of  a  prominent  Phoenix,  Ariz, 
optometrist,  is  top  producer  at  Berg  En- 
terprise-affiliated Ed  Post  Realty.  Sha- 
piro s  turf — Scottsdale  and  neighboring 
Paradise  Valley,  where  they  build 
$250,000  houses  on  spec — may  well  be 
the  hottest  residential  real  estate  market 
in  the  country  at  the  moment.  Shapiro, 
who  has  grossed  over  $125,000  annually 
for  several  years,  is  trying  to  sell  a 
$750,000  English  Tudor  house  on  the 
sixth  green  of  the  exclusive  Arizona  Bilt- 
more  Golf  Course.  Her  winnings  if  she 
sells  it: 

Ed  Post  Realty  is  a  full-service  broker 
charging  the  full  7%  commission.  ("Ne- 
gotiate commissions?"  repeats  Shapiro. 
"Never.  I've  never  had  to.  ")  So  the  com- 
mission on  the  sale  of  this  house  would 
come  to  $52,500.  The  amount  is  split 
three  ways:  Ed  Post  Realty  takes  45%  (or 
$23,625);  Ellie  Shapiro  gets  40% 
($21,000)  as  agent;  and  the  broker  who 
listed  the  house  on  the  local  MLS  gets 
the  remaining  $7,875. 

In  other  words,  if  Ellie  Shapiro  sells 
this  particular  house,  she  will,  in  one 


Helpful  Hints  For  Hopeful  Householders 


"Whom  does  a  real  estate  agent  really  represent?"  A 
businessman  who  has  dealt  extensively  in  real  estate 
ponders  the  question  and  answers:  "Himself  first  of  all, 
the  seller  second,  the  buyer  last.  " 

Which  means,  of  course,  that  while  the  customer  can 
trust  a  broker,  he  shouldn  t  trust  him  all  the  way;  the 
broker,  after  all,  has  potential  conflicts  of  interest  since  he 
often  represents  both  buyer  and  seller  in  the  same  trans- 
action. In  dealing  with  real  estate  brokers,  here  are  some 
hints  to  the  public  from  people  in  the  business. 

For  would-be  sellers  of  houses: 

•  Negotiate  with  your  broker,  es- 
pecially if  you  are  selling  an  expen- 
sive house  that  will  net  the  broker  a 
fat  commission.  He  won't  like  it  and 
may  try  to  put  you  down,  to  intimi- 
date you,  but  he'll  probably  go 
along,  at  least  partway.  Why  not  be 
hard-nosed  with  him  if  you  can  save 
several  thousand  dollars? 

•  Watch  out  for  the  enthusiastic 
salesman  who  talks  a  prospect  into  a 
house  he  really  can't  afford.  "Such  a 
broker,  "  says  a  Los  Angeles  agent, 
"will  be  highly  creative  in  filling  out 
the  buyer's  loan  application,  conve- 
niently ignoring  the  wife  who  earns 
$15,000  a  year  who  is  now  pregnant, 
or  the  nonrecurring  capital  gain  or 

the  fiilly  margined  stocks.  If  the  bank  sees  through  the 
glitter  and  the  deal  falls  through,  your  house  is  thrown 
back  on  the  market."  So  try  to  interview  a  serious  prospect 
yourself — if  the  broker  will  let  you  near  him. 

•  Beware  the  broker  who  claims  special  skill  at  hyper- 
complex  transactions — say,  swapping  jewelry,  cars,  boats, 
planes  for  a  house  so  a  seller  can  avoid  capital  gains 


Home  $weet  Home 


But  if  you  sell,  can  you  afford  to  buy? 


taxes — because  if  he  falls  flat,  it's  the  customer  who  is  left 
holding  the  bag  and  doing  the  explaining. 

•  Avoid  the  agent  who  offers  you  an  under-the-table 
return  of  a  piece  of  his  commission  in  return  for  your 
listing.  "It's  probably  illegal  as  a  kickback  and  it's  definite- 
ly unethical  as  a  payment  to  someone  not  licensed  to 
practice  real  estate,  "  murmurs  a  big  Texas  broker.  "If  an 
agent  wants  your  house  badly  enough,  he  will  negotiate 
his  commission  with  you  openly.  ' 

•  Check  out  the  "buyers  "  that  a  broker  tramps  through 
your  house.  Says  a  Pittsburgh  agent:  "Some  people,  to 

keep  a  listing,  will  bring  their 
wives,  nephews,  fi-iends  and  aunts 
through  the  house  just  to  convince 
the  client  that  they're  really  putting 
out  for  him.  " 

For  would-be  buyers: 

•  Assume  nothing;  reduce  every- 
thing— who  pays  for  the  new  paint 
job,  for  termite  extermination,  for  a 
plumbing  leak,  everything — to  writ- 
ing. A  "good  salesman  "  is  too  often  a 
great  talker  and  little  else. 

•  Don't  be  timid  about  negotiat- 
ing. Look  at  property  on  an  ugly 
day.  Interview  your  future  neigh- 
bors— those  next  door  to  the  ones 
recommended  by  your  broker.  De- 
mand a  reasonable  warranty  on  new 

houses.  Beware  of  an  "I-don't-know-that-to-be-a-prob- 
lem"  reply  when  you  ask  about,  say,  water  stains.  Perhaps 
the  agent  is  worried  about  a  misrepresentation  suit. 

"The  best  overall  advice  to  buyers  and  sellers,"  says  a 
California  agent,  "is  to  do  business  with  a  broker  known 
personally  by  several  fi-iends.  Know-your-broker  is  the 
only  real  protection  you've  got.  "  — L.M. 
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SHIELD-TITE®  is  a  tough,  elastic  coating 
that  does  more  than  just  waterproof  your 
roofs.  It  enters  the  old,  dry  felts  and  unites 
with  them  to  form  a  moisture  barrier  that 
rernams  alive  and  flexible  for  years.  And  it  is 
easy  to  apply.  No  contractors.  Your  men 
spray  it  on  using  our  equipment  and  know- 
how  at  no  charge.  Your  inquiry  will  bring  an 
opportunity  to  view  our  new,  4  minute  color 
movie  and  a  free  copy  of  our  64  page  Roofing 
and  Maintenance  Catalog. 


img^  Randustrial® 
MBISill  Corporation 

Sates  Offices  in  Principal  Cities 


13306  Union  Avenue 
Cleveland,  Ohio  441 20/Phone:(21 6)283-0300 
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(|iiitk  .stroke,  poc  ket  $5, ()()()  more  than  it 
takes  the  typical  American  family  a  full 
year  to  earn. 

-It  could  have  been  even  better.  Had 
Kilie  Shapiro  both  listed  and  sold  the 
liouse,  she  and  her  employer  would  have 
split  the  15%  listing  (or,  in  effect,  find- 
er s)  fpe.  Gross  income  to  Shapiro  in  that 
case:  $24,938. 

This  example  highlights  what  .sxinie 
real  estate  brokers  consider  to  be  a  flaw 
in  the  MLS  system:  the  obvious  incen- 
tive for  a  finn  to  push  hardest  those 
houses  it  lists. 

"rhe  problem,"  says  Ken  Berg,  "is 
that  you  get  a  lot  of  little  brokers  who  tell 
sellers  they  are  nienil)ers  of,  say,  the 
.Middlesex  County  MLS  and  so  it  doesn't 
matter  if  the  seller  gives  his  listing  to  the 
little  guy  instead  of  a  large  firm,  since 
everyone  sells  from  the  same  MLS  pot. 
But  the  truth  is  that  firms  always  try 
hardest  to  sell  their  o\mi  listings  because 
tliat  s  where  the  most  money  is. 

What  Berg  and  many  successful 
brokers  around  the  country  would  prefer 
is  a  return  to  the  once-widespread  "ex- 
clusive" system.  You  list  your  house  with 
a  broker;  he,  and  only  he,  has  the  right 
to  sell  it.  Control  over  sellers?  Of  course. 
Against  sellers  interests?  Not  necessar- 
il\.  Berg:  "Listen,  when  we  weren  t  a 
member  of  MLS  the  sellers  knew  that, 
and  they  knew  that  if  wf  didri  t  sell  their 
houses  we  wouldn't  eat.' 

Berg  has  a  point:  If  realtors  didn  t  earn 
their  keep,  why  would  home  owners  en- 
gage them?  But  the  government  has  nev- 
er been  entirely  convinced.  Last  April 
FTC  Chairman  Michael  Pertschuk  an- 
nounced that  the  FTC  s  Los  Angeles  of- 
fice v.'ill  conduct  an  in-depth,  nationwide 
investigation  into  possible  anticompeti- 
tive abuses  by  the  nation's  realtors.  Ex- 
plains Thomas  A.  Papageorge,  the  FTC 
lawyer  in  charge  of  the  investigation: 

"What  we  re  seeing  are  danger  signals 
mainly  in  the  form  of  price  rigidity  and 
service  uniformitv.  In  California  we  be- 
lieve that  from  96%  to  98%  of  all  .MLS 
listings  are  sold  at  6%  commission.  And 
across  the  country  we  see  that  full-ser- 
vice brokers  offer  the  identical  listing, 
showing  and  closing  package. 

"Now  maybe  this  is  as  it  should  be. 
But  until  we  collect  evidence  during  the 
coming  year,  we  won  t  know. 

Papageorge  also  promises  that,  unlike 
an  ineffectual  series  of  government  in- 
vestigations into  residential  real  estate  in 
the  early  1970s,  the  FTC  is  quite  serious 
this  time. 

Still,  even  a  liberal  young  la\\\er  like 
Papageorge  realizes  the  (il)stacles  he 
faces:  "What  we  ma\'  be  up  against  are 
business  practices  that  v\rongly  take  an 
extra  couple  of  thousand  dollars  here  and 
there  over  millions  of  transactions  every 
year.  It  may  add  up  to  billions,  but  the 
pieces  are  hard  to  see. 

Perhaps  impossible.  Price-fixing  may 


be  provable  where  there  are  a  dozen  or 
so  competitors,  but  what  about  when 
there  are  tens  of  thousands? 

Thus,  if  ever  a  business  was  govern- 
ment-proof, the  residential  realty  busi- 
ness is.  It  is  inflation-proof,  too.  (consid- 
er: Economist  .Murray  L.  Weidenbaum 
has  figured  tliat  go\ernment  red  tape  is 
responsible  lor  adding  around  $2, ()()()  to 
the  price  of  a  typical  new  home.  Through 
their  connnissions,  the  agents  and 
brokers  actually  benefit,  just  as  a  waiter 
in  a  15%-fixed-service-charge  restaurant 
makes  out  when  menu  prices  climb. 

A  mere  decade  ago  you  could  buy  a 
house  for  $22, .300  on  average;  today  it 
would  cost  \  ()U  nearly  S48,()00.  The  esca- 
lation is  far  worse  in  particular  regions. 


San  Fra)u  is(  lis  Joan  Dir  th 
Selling  houses  'til  midnight. 

In  California  toi  example,  where  a  taste 
for  space  and  amenities  combined  with 
environmentalist  red  tape  have  pushed 
prices  upwards  by  at  least  80%  since 
1971,  the  average  house  price  now  ex- 
ceeds $65,000.  The  broker  s  commission 
on  a  typical  California  house  would  have 
come  to  about  S2. 100  five  years  ago. 
Toda\'  it  amounts  to  about  $4,000.  That  s 
a  90%  rise  in  real  estate  commission,  t:*. 
a  40%  rise  in  California's  urban  cost-of- 
living  over  the  same  period. 

So  George  Babbitt  s  heirs  never  had  it 
so  good.  The  vast  majorit\  of  all  the 
houses  that  change  hands  in  the  U.S. 
involve  a  broker.  If  you  own  a  house  and 
want  to  sell  it,  you  have  a  partner:  >()ur 
friendK  real  estate  broker.  And  the  more 
inflation  drives  up  the  cost  of  housing, 
the  more  prosperous  he  gets. 

As  one  broker  put  it  to  FoBBES  last 
month:  "Out  here  in  Los  Angeles,  if 
you  re  not  in  the  entertainment  busi- 
ness, the  next  best  place  to  be  is  in  real 
estate."  George  Babbitt  would  have 
liked  that.  ■ 
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I  Can  Get  It 
For  You  Wholesale 

What's  the  hottest  trend  in  retailing? 
Catalog  merchandising.  And  here's  why. 


"I  CAN  GET  IT  for  you  wholesale" — in 
that  spirit  the  discount  house  was  born, 
and,  more  recently,  the  "catalog  show- 
room," currently  the  hottest  thing  in 
U.S.  retailing.  In  a  mom-and-pop  busi- 
ness in  Richmond,  Va.,  Sydney  (pop) 
and  Frances  (mom)  Lewis  quite  by  acci- 
dent and  simultaneously  with  a  number 
of  other  people  seem  to  have  invented 
just  about  the  cheapest  method  of  mov- 
ing certain  kinds  of  merchandise. 

Twenty  years  ago  Sydney  Lewis  and 
his  parents  were  running  a  small,  strict- 
ly-from-hunger  wholesale  mail-order 
schoolbook  business  in  Richmond.  As  an 
experiment,  they  decided  to  put  $30,000 
into  some  merchandise  and  5,000  copies 
of  a  catalog  which  they  sent  to  schools 
and  companies  in  Virginia.  The  idea  was 


to  sell  brand-name  merchandise  cheap  to 
these  institutions  to  use  as  incentive  gifts 
or  resell  to  the  community  at  retail.  The 
schools  didn't  bite  at  all,  but  just  enough 
companies  responded  to  keep  the  idea 
alive.  However,  they  wanted  to  see  the 
merchandise,  so  the  Lewises  set  up  a 
small  display  room  at  their  warehouse 
and  opened  it  to  the  public. 

With  that  move  the  Lewises  had  put 
together  the  basic  elements  of  a  catalog 
showroom.  When  their  second  unit,  set 
up  in  Lynchburg,  Va.  in  1961,  began  to 
catch  on.  Best  Products  Co.  was  ofiF  and 
running.  Today  Best,  with  53  stores  do- 
ing $526  million,  is  number  one  in  a 
near-$6-billion  industry  that  is  spreading 
furiously  across  the  country.  Margins  are 
quite  good:  Best  made  some  $22  million. 


or  4%  net,  in  its  fiscal  year  ended  June 
30.  That  compares  nicely  to  3%  at  R.H. 
Macy  &  Co.,  Inc.  and  K  mart  Corp.  and 
to  just  under  4%  at  well-managed  Feder- 
ated Department  Stores  and  Dayton- 
Hudson  Corp.  Return  on  equity  was  a 
handsome  30%,  with  only  moderate  lev- 
erage. As  for  growth,  since  1973  Best's 
sales  have  increased  by  five  times,  earn- 
ings by  seven  times. 

What  the  Lewises  had  come  up  with 
was  a  superb  low-margin,  high-volume, 
never-mind-the-frills  merchandise  mov- 
er of  such  items  as  inexpensive  jewelry, 
brand-name  appliances,  sporting  goods, 
luggage,  TV  sets  and  toys.  The  catalog 
showroom  outfit  is  better  off  than  a  mail- 
order operation  because  it  sends  out  few- 
er catalogs  concentrated  in  the  area  of 


Andrew  M.  Lewis  with  Warhol  silkscreens  of  his  parents 


Hanging  ferns  and  avant-garde  crafts  in  the  corporate  headquarters;  fishing  lures  and  diamonds  in  the  showrooms. 
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'.,  One  Stamford  Forum,  Stamford,  Conn.  06904 


"Everything  a  broker  has  to  know 
at  the  touch  of  a  button? 

GEE!" 


(No,  GTE!) 

It's  a  remarkable,  new,  ultra-sophisticated  data  com- 
munications system,  called  GTE  Financial  System  One. 

With  it,  a  broker  anywhere  in  the  country  can  summon 
up  in  seconds  not  only  stock  quotes  but .  .  . 

customer  portfolios  .  .  . 

financial  reports  .  .  . 

research  reports  .  .  . 

even  current  news  reports. 

In  addition  to  gathering  information,  this  system  can 
also  send  it.  Like  office-to-office  messages,  for  example. 
Why,  it  can  even  transmit  orders,  confirmations  and  ac- 
count data. 

And  that's  only  the  beginning.  In  the  future,  there's  a 
wealth  of  other  services  this  advanced  system  can  be  pro- 
grammed to  provide. 

All  of  which  will  help  the  fast-moving  financial  com- 
munity move  even  faster. 

Communications/Electronics/Lighting/Precision  Materials 


retail  coverage.  Customers  tend  to  re- 
turn to  the  store  even  if  they  haven't 
recently  received  a  catalog.  By  making 
the  customers  carry  out  their  own  mer- 
chandise (most  showrooms  don't  sell 
anything  larger  than  a  stereo)  it  skips  the 
hassle  of  packing  and  shipping. 

On  the  other  side,  the  catalog  show- 
room outfit  has  quite  an  edge  over  the 
standard  discount  operator.  It  can  make 
excellent  money  on  margins  that  are  5% 
to  10%  lower  than  those  of  other  retail- 
ers. That  it  skips  the  standard  discount- 
er's advertising  cost  is  only  the  begin- 
ning. Even  as  smartly  run  an  operation 
as  K  mart  must  decorate,  staff,  display, 
clean,  light,  heat  and  air-condition  up  to 
85,000  square  feet  or  more  of  store  space 
per  unit.  The  catalog  showroom  oper- 
ator displays  a  few  samples  in  a  com- 
paratively small  showroom,  with  the 
actual  merchandise  coming  on  a  mov- 
ing belt  from  the  attached  warehouse. 
These  days  even  K  mart,  the  biggest 
discounter,  offers  credit — and  as- 
sumes the  inevitable  costs.  Best 
Products  still  does  not.  "I  can  get  it 
for  you  wholesale "  means  in  this  case 
that  the  customer  goes  without  the 
services  that  even  discounters  offer. 
But  the  tricky  thing  for  a  catalog 
showroom  company  is  to  manage  in- 
ventory when  prices  are  fixed  for  a 
year  by  the  catalog. 

The  Lewises  were  not  the  only  cata- 
log showroom  pioneers.  Others  were 
Harry  and  Ray  Zimmerman  of  the 
Nashville,  Tenn.  Service  Merchandise 
Co.  ($400  million),  and  Harold  Roiten- 
berg  of  Minneapolis'  Modern  Mer- 
chandising, Inc.  ($450  million). 

But  Sydney  and  Frances  Lewis  did 
get  a  slight  edge — with  the  whole 
family  working  like  demons.  In  1969, 
when  Best  Products  was  doing  $14 
million  in  four  stores,  son  Andrew 
decided  to  hold  off  his  Ph.D.  in  eco- 
nomics from  the  Massachusetts  Insti- 
tute of  Technology  and  came,  long 
hair  and  all,  to  work  in  the  stores. 
Today,  at  32,  he  is  president.  Even 
78-year-old  Dora  Lewis,  Sydney's  moth- 
er, is  still  active  in  the  company. 

"My  first  major  project,  "  Andy  Lewis 
says,  "was  to  take  us  public.  "  The  family 
sold  $1.6-million  worth  of  stock  in  1970 
at  $10  a  share,  and  got  the  expansion 
money  that  kept  them  at  the  forefront  of 
the  catalog  showroom  industry.  In  fact, 
they  expanded  too  fast  in  the  1974-75 
recession,  with  the  result  that  per-share 
earnings  were  down  44%  over  two  years 
despite  a  doubling  of  sales.  But  earnings 
got  back  on  the  upward  slope  in  fiscal 
1976,  and  the  price  of  the  stock  recov- 
ered from  under  $1  to  a  recent  $30.  At 
the  latter  figure,  the  family's  22%  hold- 
ing is  worth  some  $58  million.  The  origi- 
nal public  shareholders  fared  quite  well, 
with  a  200%  gain  over  the  offering  price. 

'My  father's  philosophy,  "  says  Andy 


Lewis,  sitting  in  the  office  under  hanging 
ferns  and  a  giant  model  of  a  wooden 
airplane,  "was  to  put  as  much  through 
the  cash  register  as  possible.  He  put  our 
showrooms  out  in  the  suburbs  right  be- 
side shopping  centers.  We  stayed  in 
stock.  We  put  everything  on  display. 
You  don't  think  you're  in  Tiffany's  in  one 
of  our  shovvTooms,  but  you  also  know 
you're  not  in  Zayre's  [a  Massachusetts- 
based  discount  chain]." 

Roitenberg  of  Modern  Merchandising 
credits  Lewis  not  only  with  invading  the 
suburbs,  but  also  with  pioneering  the 
idea  of  having  the  customers  write  out 
their  own  orders.  These  are  then  sent  in 
tubes  to  the  warehouse;  the  merchandise 
comes  on  conveyors. 


Best  Products  showroom 


From  the  back  alleys  to  the  front  ranks. 

Basically,  the  catalog  showroom  repre- 
sents an  invasion  of  the  retail  field  by  the 
wholesaler.  "We  had  no  previous  retail 
experience,"  says  Sydney  Lewis,  'and 
therefore  no  inhibitions  about  what  we 
should  or  should  not  try.  "  Adds  Roiten- 
berg, "In  the  Fift^ies  catalog  showrooms 
were  in  the  back  alleys  of  wholesale  dis- 
tricts. We  were  almost  illegal.  You  had 
to  know  someone  to  shop  at  our  place. 
We  started  as  distributors,  but  people 
would  come  in  with  a  company  purchase 
order'  that  we  knew  wasn't  for  the  busi- 
ness, and  we  looked  the  other  way.  At 
first  the  manufacturers  didn't  even  want 
to  sell  to  us.  But  as  our  volume  grew, 
they  changed  their  tune.  " 

Today,  Best  sends  out  once  a  year  3.6 
million  copies  of  a  500-page  catalog 
filled   with   10,000   brand-name  hard- 


goods  items,  ranging  from  75-cent  fish- 
ing lures  to  $3,000  1.2-carat  diamond 
rings.  Jewelry,  from  digital  watches  to 
pearl  earrings,  yields  some  20%  of 
Best's  sales,  made  at  about  50%  above 
cost  vs.  several  times  that  much  for  a 
conventional  jeweler.  Jewelry  and 
gift:s — glass,  silverware  and  the  like — 
make  the  most  profit  for  Best.  "The 
discount  stores  can't  trade  up  as  we  do,  " 
comments  Roitenberg.  Meaning,  of 
course,  that  no  one  wants  to  buy  ster- 
ling silver  or  a  $500  watch  at  a  discount 
house,  but  will  at  a  catalog  showroom. 
"We  are  quieter.  We  don't  have  pop- 
corn machines  and  racks  of  tennis  shoes. 
It's  more  conducive  to  selling  expensive 
merchandise.  " 

Together,  Best,  Modern  and  Ser- 
vice Merchandise  have  one-quarter  of 
the  U.S.  catalog  showroom  business; 
the  principals  of  all  three  are  not  just 
peers  but  friends.  They  all  use  basi- 
cally the  same  catalog,  produced  by  a 
subsidiary  of  Modern.  "We  all  grew 
up  together,"  says  Roitenberg. 
"We've  been  sharing  information  for 
over  18  years  to  produce  the  catalogs. 
We've  been  to  each  other's  weddings 
and  bar  mitzvahs.  " 

So  far  this  has  been  easy  because  the 
three  firms  operate  in  different  mar- 
kets: Best  Products  in  the  mid-Atlantic 
states  and  California,  Modern  in  the 
Midwest  and  Northwest,  and  Service 
around  its  Nashville  headquarters.  But 
that  separation  probably  will  not  long 
endure.  Says  Roitenberg,  "I  can  see 
where  in  the  fiiture  we  could  be  com- 
peting in  the  same  markets." 

Something  like  this  will  happen  next 
year  when  Best  invades  Miami,  in  the 
teeth  of  the  well-established  L.  Luria 
&  Sons  catalog  showroom  outfit,  a  $40- 
million  chain  owned  by  another  of 
Sydney  Lewis'  friends,  Leonard  Luria. 
Friend  Luria  is  not  amused.  "They  will 
get  the  competition  they  are  so  sorely 
looking  for,  "  says  Luria.  'Like  a  friend 
of  mine  says,  the  world  isn't  big  enough 
for  them,  they  want  the  universe." 
Andy  Lewis,  however,  says:  "It's  not  a 
question  of  driving  him  [Luria]  out  of 
business.  We  estimate  there  is  $200  mil- 
lion of  catalog  business  there.  " 

For  the  time  being,  he  may  be  right. 
The  $6-billion  catalog  showroom  indus- 
try could  be  $10  billion  in  five  years. 
Even  after  Best  Products  nearly  doubles 
its  showrooms  to  95,  as  it  plans  to  do  by 
1982,  it  will  still  be  in  markets  represent- 
ing less  than  20%  of  the  population. 

But  now  that  the  word  is  out,  the 
business  is  bound  to  get  more  competi- 
tive as  it  grows.  So  the  real  test  for  the 
Lewises — who  have  started  to  sprout  ex- 
pensive personal  tastes  such  as  Andy 
Warhol  silkscreens  and  a  mansion  in 
Richmond — is  whether  they  can  remain 
lean  and  hungry  rather  than  becoming 
comfortable  and  complacent.  ■ 
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I  re  there  any  hotels 
left  in  the  world  that 
still  practice  the  fine  art 
of  attention  to  detail? 
Precious  few. 


^  Four 
Seasons 

Hotel 

MONTREAL 

Sherbrooke  at  Peel 


Call  your  Travel  Agent 
or  in  New  York  State 
Toll-Free  800- 462-1 150 
Elsewhere  in  Continental 
U.S.  800-828-1188 

We  Welcome 
American  Express  Cards, 


jojVIEBICANl 
lEXRBESS 


Jerry  Lewis  And 
His  Wonderful  Oil- 
Income  Programs 

Is  Petro-Lewis  smarter  than  its  competitors  who 
stopped  selling  oil-income  programs?  Or  just 
more  casual  about  its  customers'  interests? 


While  almost,  everyone  else  in  the 
oil  and  gas  business  has  given  up  the  idea 
that  there  are  bargains  to  be  had  in 
buying  producing  oil  fields,  Jerome 
Lewis  of  Petro-Lewis  Corp.  is  staking  at 
least  $120  million  (mostly  of  other  peo- 
ple's money)  this  year  on  the  conviction 
that  there  are. 

Petro-Lewis  is  a  $36-million  (revenue) 
Denver-based  independent  oil  company 
founded  ten  years  ago  by  Lewis  himself. 
It  gets  over  one-half  of  its  revenues  from 
managing  one  of  the  country's  two  oil- 
income  programs  for  investors  who  put 
up  the  money  to  purchase  an  oil  field.  As 
the  oil  is  sold,  the  investors  get  the  net 
proceeds.  These  differ  from  drilling  pro- 
grams in  that  they  represent  a  claim  on 
producing  wells,  not  on  speculative  drill- 
ing. Less  of  a  gamble  than  drilling  pro- 
grams, they  lack  most  of  the  tax  shelter 
that  drilling  offers.  Lewis,  therefore,  is 
the  middleman  between  income-seeking 
investors  and  prospectors  who  have 
found  oil. 

Lewis,  a  tall  man  whose  whitened 
handlebar  mustache  gives  him  the  look 
of  an  early  prospector  himself  started 
the  first  oil-income  fund  in  1970  as  a 
complement  to  Petro-Lewis'  drilling 
funds.  To  his  confessed  surprise,  those 
who  invested  early  did  wonderfully 
well — thanks  to  the  Arab  boycott  and  the 
tripling  of  oil  prices  in  1973.  Reserves  in 
producing  properties  bought  for  $1  and 
$2  a  barrel  before  1972  are  now  worth 
from  $6  to  $14  a  barrel.  A  stake  of 
$10,000  in  Petro-Lewis'  fund  in  1970  is 
worth  over  $56,000  today.  That  success 
record  brought  Petro-Lewis  both  repeat 
business  from  old  customers  and  new 
business  via  word-of-mouth.  It  enabled 
it  to  stay  in  the  business  when  competi- 
tors were  getting  out. 

There  was,  however,  a  strong  element 
of  luck  in  Petro-Lewis'  showing  in  the 
early  Seventies:  Not  even  Lewis  could 
have  foreseen  that  the  Arabs  and  OPEC 
were  going  to  ram  through  an  extortion- 
ate increase  in  the  price  of  oil.  And 
there's  the  rub:  With  good  producing 
properties  now  going  for  four  to  five 


times  what  they  brought  before  the  pet- 
ro-crisis,  where  is  the  margin  for  profit 
for  Petro-Lewis'  customers?  "Anyone 
can  go  out  and  buy  income-producing 
properties,  "  says  R.  K.  Barton  of  Patrick 
Petroleum,  an  erstwhile  competitor. 
"But  the  prices  now  are  so  high  we  felt 
we  couldn't  give  our  investors  any  good 
long-term  assurance."  With  that  in 
mind,  Patrick  suspended  offering  of  its 
oil-income  programs  at  the  end  of  1976. 

None  of  this  seems  to  perturb  Lewis. 
"In  my  25  years  of  buying  and  selling  oil 
properties,  nothing  has  really  changed," 
says  Lewis,  whose  father  before  him  got 
his  start  in  the  oil  business  buying  pro- 
ducing fields  in  Kansas.  "We're  using  the 
same  formula  today  we  used  eight  years 
ago — we  figure  on  paying  half  what  we 
figure  the  future  net  revenues  will  be." 

These  days,  however,  Petro-Lewis  is 
not  getting  the  returns  for  its  investors 
that  it  produced  in  the  early  Seventies. 
Since  1975,  in  fact,  half  of  its  programs 
have  lost  money  for  the  customers. 

Still,  the  customers  keep  coming,  with 
their  hopes  on  the  long  term.  Last  year 
Lewis  raised  $126  million  through  such 
programs — twice  the  level  of  the  year 
before.  His  pitch  seems  to  be:  Protect 
yourself  against  inflation  by  owning  oil  in 
the  ground.  For  such  protection — real  or 
imagined — investors  pay  dearly.  Petro- 
Lewis  Corp.  gets  a  15%  interest  in  any 
property  acquired  plus  a  fee  of  up  to  7% 
for  administrative  expenses.  Therefore, 
the  oil  must  gain  substantially  in  price 
just  for  the  program's  customers  to  break 
even.  Using  the  properties  of  future  oil- 
income  programs  as  collateral,  more- 
over, the  company  is  able  to  borrow  to 
make  acquisitions.  It  is,  in  effect,  bor- 
rowing against  oil  that  really  belongs  to 
its  customers. 

Petro-Lewis  has  tripled  in  size  since 
1974,  earned  41%  on  its  equity  capital 
last  year  and  its  stock  has  soared  from 
about  $1.50  a  share  to  above  20. 

To  be  coldblooded,  you  could  say  that 
what  is  good  for  Jerry  Lewis  and  Petro- 
Lewis  stockholders  is  not  necessarily 
good  for  Petro-Lewis'  customers.  ■ 
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Ibr  instant  access  toyour 
dollars,  get  the  Cash  Connector 
from  the  Pyramid. 


3nce  you've  gotten  used  to  the  terminal  in  the  above 

Dtograph,  you'll  wonder  how  you  ever  lived  without  it. 

t's  the  quickest,  easiest  and  most  complete  communica- 

is  link  between  man  and  bank  ever  devised. 

t  not  only  gives  you  timely,  detailed  information  on  your 

iiness  with  Bankers  Trust,  it's  a  sophisticated  on-line  cash 

nagement  service  that  lets  you  reconcile  cash  positions 

lidly  and  move  money  without  delay. 

»Vith  the  Cash  Connector,  you  get  a>mplete  statements  of 

ir  account,  including  the  origin  of  each  debit  and  credit 

ry,  early  each  morning.  You'll  also  get  the  latest  money 

rket  cjuotes.  your  lock  box  credits,  your  letter  of  credit 

standmg  reports  and  foreign  exchange  reports. 

r'ou  can  even  initiate  money  transfers,  as  well  as  read  about 

m  in  your  morning  reports. 

fust  as  important,  giving  you  information  faster  means  you 

ber  Federal  Deposit  Insurance  C  orporation   fOBankers  Trust  Company 


can  give  us  instructions  faster.  And,  naturally,  we  can  execute 
them  faster. 

Let  us  demonstrate  the  Cash  Connector  in  your  office  and 
show  you  how  easy  it  is  to  use.  And  how  hard  it  is  to  live 
without.  Contact  Wes  Adams,  Vice  President.  (212) 
775-5755. 

Innovative  services  like  the  Cash  Connector  are  only  a 
fraction  of  what  we  have  to  offer.  Wherever 
you  see  the  Bankers  Trust  Pyramid,  you're 
dealing  with  a  full  service  bank  in  the  fullest 
sense  of  the  word,  with  the  capacity  to  raise,  I 
lend  and  manage  money  worldwide. 

A  visit  to  the  Pyramid  can  be  a  rewarding 
experience. 

Bankers  Trust  Company 

280  Park  Avenue,  New  York,  N.Y  1001 7  ' 


Texas  Banks 

I  First  City  National  Bank  of  Houston  (First  City  Bancorp 
y  Texas  Commerce  Bank  (Texas  Commerce  Bancshares) 
:i  B£ink  of  the  Southwest  (Southwest  Bancshares) 

4  Allied  Bank  of  Texas  (Allied  Bancshares) 
b  Houston  National  Bank  (Republic  of  Texas  Corp.) 

6  First  International  Bank  in  Houston  (First  International  Bancshares) 

?  Capital  National  Bank  (Mercantile  Texas  Corp.) 

8  Southern  National  Bank  (Texas-American  Bancshares) 

5  Cullen  Center  Bank  &  Trust  (Cullen /Frost  Bankers,  Inc.) 

10  Houston  First  Savings  (Pennsylvania  Life) 

11  Main  Bank  of  Houston 


Edge  Act  Banks 

1  Bank  of  America  International  of  Texas 

2  Bankers  Trust  International  (Southwest)  Corp. 

3  Chase  Bank  International — Houston 

4  Citibank  International — Houston 

5  Continental  Bank  International — Texas 

6  First  City  International  Corp.  of  Texas 

7  Morgan  Guaranty  International  Bank  of  Houston 


Foreign  Banks 

1-  Algemene  Bank  Nederland  N.V.  (Netherlands) 

2  Banco  di  Roma  (Italy) 

3  Bank  of  Nova  Scotia  (Canada) 

4  Bank  of  Tokyo  (Japan) 
Banque  de  I'lndochine  et  de  Suez 

6.  Barclays  Bank  International,  Ltd. 

7.  Credit  Suisse  (Switzerland) 

8-  Oresdner  Bank  A  G.  (Germany) 
9.  The  Hong  Kong  Bank  Group 

10.  Houston  International  Bank  of  Luxembourg 

11.  Korea  Exchange  Bank 

12.  Lloyds  Bank  International,  Ltd, 

13.  Banque  de  Parts  et  des  Pays-Bas  (France) 

14.  Royal  Bank  of  Scotland  (Scotland) 


The  Invasion 
Of  Texas  

Outside  banks  are  swarming  into  Texas 
these  days,  but  the  locals  aren't 
losing  a  great  deal  of  sleep. 


Texas  bankers  are  feeling  so  good 
nowadays  that  they  are  invoking  the 
deity  to  explain  their  success.  "We're 
in  God's  country,  "  exclaims  Robert  H. 
Stewart  III,  chairman  of  Dallas-based 
First  International  Bancshares,  biggest 
bank  holding  company  in  the  state, 
with  assets  of  $9  billion.  "I  thank  God 
that,  by  accident  of  birth,  I  ended  up 
here,  "  adds  Gerald  H.  Smith,  presi- 
dent of  Houston's  Allied  Bancshares, 
with  assets  of  $1.6  billion. 

Whatever  the  role  of  Providence  may 
be,  the  Texans  have  certainly  been  doing 
well.  Their  deposits  have  been  growing 
at  better  than  11%  a  year,  faster  than  in 
any  other  state.  True,  bank  earnings  are 
up  all  across  the  country.  But  in  Texas 
they  have  been  growing  at  rates  of  12% 
to  15%  a  year  for  the  past  half  decade, 
thus  doubling  every  five  or  six  years, 
while  banks  in  other  states  have  enjoyed 
much  less  consistent  earnings  growth. 

How  come  the  Texas  banks  have  been 
doing  so  well?  It's  not  that  they  lack 
competition  from  outsiders,  especially 
big  money-center  banks  like  Citicorp 
and  Bank  of  America,  which  have  been 
expanding  their  Texas  operations  aggres- 
sively. Citicorp,  for  example,  offers  Tex- 


ans practically  every  banking  service  ex- 
cept deposits,  and  has  boosted  its  per- 
sonnel in  the  state  from  around  40  five 
years  ago  to  140.  And  35  foreign  banks 
and  half  a  dozen  U.S.  holding  companies 
have  opened  offices  in  Houston  alone. 

The  Texans  don't  seem  to  be  intimi- 
dated by  this  burgeoning  competition. 
Says  Ben  Love,  chairman  of  Texas  Com- 
merce Bancshares,  the  biggest  Houston- 
based  holding  company,  with  $6.9  bil- 
lion in  assets;  T  invite  them  here.  It's 
consistent  with  the  history  of  this  city.  If 
we  play  a  status  quo  game,  we  deny  this 
region  job-creating  investments.  " 

Texans  seem  to  be  more  than  holding 
their  own  in  the  most  important  segment 
of  their  market:  the  growing  middle- 
sized  corporations  in  oil  and  gas,  real 
estate  development  and  other  major  re- 
gional businesses,  companies  doing  $100 
million  or  so  a  year.  The  big  multidollar 
outfits  hke  Shell,  Halliburton,  Schlum- 
berger  and  Tenneco  have  usually  done 
most  of  their  banking  with  the  out-of- 
state  money-center  banks  anyway.  But 
the  big  middle-sized  market  has  been 
the  Texas  banks'  meat;  and  while  that's 
just  the  business  the  outsiders  have 
come  down  to  get,  the  locals  have  man- 


aged to  keep  a  firm  grip  on  the  bulk  of  it. 

Long  term,  that  situation  may  change. 
That's  because  the  big  out-of-state  banks 
have  been  pressing  for  repeal  of  federal 
legislation  that  prohibits  true  national 
banking  across  state  lines.  Recently  they 
have  been  getting  some  support  from 
Federal  Reserve  Chairman  G.  William 
Miller,  who  told  the  Senate  Banking 
Committee  in  June  that  perhaps  it  was 
time  to  review  this  protectionist  law. 
After  all,  foreign  companies  can  do  a 
kind  of  national  banking  in  this  country 
by  owning  banks  in  several  states. 

Right  now  outsiders  like  Citicorp  can 
offer  such  services  as  international  bank- 
ing, personal  and  commercial  loans  and 
second  mortgages — ^just  about  every- 
thing except  deposit-taking.  But  Texas 
bankers  know  that  deposits  are  the 
cheapest  money  of  all,  and  that  sooner  or 
later  other  U.S.  banks  will  be  able  to 
extend  their  branches  across  state  lines. 
There's  no  agreement  on  how  soon  that 
is  likely  to  happen.  But  when  it  does, 
they  will  confi-ont  the  power  of  some 
very  heavyweight  U.S.  and  foreign  insti- 
tutions, and  the  game  will  change. 

Meanwhile,  the  Texas  holding  compa- 
nies are  looking  to  spread  their  power 
across  Texas.  None  has  more  than  8%  of 
the  state's  business:  There  are  more  than 
1,300  banks  in  Texas,  where  banks  are 
still  prohibited  by  law  from  having  more 
than  one  office  each  and  must  grow 
through  acquisitions-  by  their  holding 
companies.  The  trouble  is  they  are  get- 
ting so  big  that  they  are  certain  to  have 
antitrust  problems  when  they  try  to  ac- 
quire other  banking  institutions. 

So  the  fast  growth  can't  last  forever, 
but,  for  now  at  least,  Texas  bankers  are  a 
mighty  happy  lot.  ■ 
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Damn  The  Mosquitoes — 
Full  Speed  Ahead 

Wichita's  Coleman  Co.  has  two  great  but  different  things 
going  for  it:  the  craze  for  camping  and  the  inflation  that  is 
pricing  conventional  houses  out  of  many  people's  reach. 


Sheldon  Coleman,  chairman  of  the 
Wichita,  Kan.  $256-minion-sales  camp- 
ing and  heating  equipment  manufactur- 
er. The  Coleman  Co.,  Inc.,  calls  to  mind 
the  old  joke  about  the  little  boy  who 
didn't  say  a  word  until  he  was  seven 
years  old.  You  remember — his  worried 
father  was  startled  one  morning  when 
the  kid  suddenly  burst  out:  "The 
damned  oatmeal  is  lumpy."  Why  did  he 
wait  so  long  to  speak?  "Everything  has 
been  all  right  up  to  now,"  he  explained. 

At  76,  Sheldon  Coleman  has  worked 
all  of  his  life  for  the  company  his  father 
started  in  1900,  but  unlike  the  kid,  he 
still  isn't  complaining.  Why  should  he? 
Coleman  and  his  family  own  25%  of  the 
7.3  million  outstanding  shares  in  a  com- 
pany that  for  decades  has  been  practical- 
ly synonymous  with  excellence  in  the 
field  of  outdoor  equipment. 

Its  sales  last  year  were  $256  million, 
more  than  three  times  what  they  were  a 


scant  decade  ago,  and  over  the  same 
period  profits  have  climbed  from  under 
$4  million  to  $15  million— 71  cents  a 
share.  In  the  first  half  of  1978  net  sales 
were  up  7%  and  earnings  up  12%.  From 
the  inception  of  its  famous  Coleman  lan- 
tern in  1914  to  World  War  II,  when 
American  GIs  came  home  raving  about 
their  handy  Coleman  stoves,  Coleman 
has  been  innovative  yards  ahead  of  the 
competition.  Would  you  believe,  for  ex- 
ample, that  its  recently  introduced  line 
of  canoes  made  from  a  new  petroleum- 
based  substance  are  actually  quieter  in 
the  water  than  conventional  aluminum 
canoes?  "They  scare  away  fewer  fish,  " 
says  straight-faced  Sheldon  Coleman. 

Sheldon  Coleman  has  been  running 
his  father's  company  since  1941.  Seven 
years  ago  he  invited  his  handpicked  suc- 
cessor, Lawrence  M.  Jones,  now  47,  to 
share  his  chief  executive  duties,  but 
Sheldon  Coleman  is  still  very  much  in 


evidence.  His  idea  of  recreation  is  to  run 
off  to  some  distant  butte  or  peninsula  to 
test  one  of  Coleman's  newer  backpacks, 
tents  or  sleeping  bags. 

Besides  camping  and  backpacking  gear 
and  canoes,  Coleman  makes  water  skis 
(O'Brien  International),  Hobie  Cat  cata- 
marans, camping  trailers,  Crosman  air 
guns  and  the  most  successful  line  of  heat- 
ing and  air-conditioning  equipment  for 
the  U.S.  mobile  home  industry.  Last  year 
the  company  earned  $15  million  on  its 
$256-million  sales,  but,  more  emphatical- 
ly, in  the  last  two  years  (1976  sales  were 
$235  million;  income,  $14  million)  it  has 
bounced  back  strongly  from  the  dog  days 
of  1974.  Thanks  to  recession,  the  collapse 
of  the  mobile  home  business  and  a  $2- 
million  writeoff  of  a  thoroughly  shellacked 
snowmobile-making  subsidiary,  earnings 
fell  that  year  from  $11.2  million  in  1973  on 
$186-million  sales  to  just  $4  million  on  5% 
less  revenues. 


Sheldon  Coleman  sitting  pretty  amid  a  new  line  of  camping  lanterns  and  propane  stoves 

The  Coleman  Co.'s  76-year-old  chairman  keeps  it  profitable  with  new  ideas  and  ageless  enthusiasm. 


I  THli^K  we  CAN  C'OM^  To  A  P£C\SlOKi  RiOHT 
MOW.  VV/tU  StND  yc>U  500  IN  ASSORTcP  COlCRS. 
VE^?  WHiCh  C<?LCR  OOKi'T  you  WAWTf'  HMM..» 
you  R6ALI-Z.E  174 AT  ^AEAVIS  We'll  HAV6 

r<?  R&p/^ckAae'....-Api>s Tc auK  cost.  Ves. 

MEli^  LQcU  Oc\NN  the  COLOt<\H  THAT  SAYS' 
BROKEN  PA<rk'AcJ£S\  i;H4|UH^...'roo  HiC-Ht 
TELi.  you  WHAT,  91HC6  IT^  /A  GVANTFTK 
ORPd^^  I'M  WlLUi^G  T<:>  SFUJlhE  OiFfBi^eNCE 

YES f... OKAY  yoL'iL  (jf-T  ALL  Vil^  COLORS. 
EXCEPT  Tl-I^  BLU6,  We^t,  WiiBhJ  1  TALKeP 
TO  YOUR  |Y\R.  PETRie  HE  SAlP  iT  WAS  ALL 

RIGHT  OW  YBS,  I  mKep  TO  HIM.  S'/^ID 
HCQ  HAV£  e/WOUOH       $T&ck'.  eNOUCH  T<:5 

Hold  ycju  for  AWH/^e.  S7^/i>    tell  Vco  /f 

VOU  HAP  AWY  DOUBTS^  UM-HUM,  OH,  OF  COl^RS"?, 
I^OU'RE  I^J  A  BlAjPXjf^UCjfrTTHATO/^DER 

-r^APY/ 


(S>8ooT>i  ly?.? 


$6.75  FOR  THREE  MINUTES 
0  EUROPE.  AND  YOU  GET  AN 
IMMEDIATE  SALE. 

It's  $6.75  (pins  tax)  when  you  pick  up  the  i^hone  and  call  Paris, 
rlin,  Amsterdam,  Madrid.  That  rate  is  tor  most  of  Western  Europe, 
ition-to-station.  It's  even  less  to  somie  countries  at  night  or  on 
nday. 

But  the  beauty  of  it  is,  you  don't  have  to  wait  a  few  hours— or 
en  overnight— for  an  answer. 

And,  right  on  the  spot,  you  can  explore,  explain,  persuade— and 
)se  the  sale. 


^)  Bell  System 
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Yet  in  Wichita  they  say  the  seeds  that 
sprouted  Coleman's  current  success 
were  planted  back  in  those  hard  times. 
"It  was  awfully  tempting  in  1974  and 
1975  to  cut  down  on  the  2%  of  sales  that 
we  normally  spend  on  research  and  de- 
velopment,' says  Sheldon  Coleman. 
"That  money  could  have  gone  directly 
into  earnings  and  made  us  look  a  lot 
better  than  we  did.  " 

Instead,  C>"oleman  kept  spending  be- 
tween $5  million  and  $6  million  a  year, 
with  the  result  that  in  the  last  24  months 
it  has  introduced  at  least  six  new  prod- 
ucts that  are  already  enhancing  sales  and 
earnings  growth. 

Of  course,  most  of  the  new  Coleman 
products  sound  more  like  stuff  you'd 
store  in  the  garage  than  exciting  techno- 
logical breakthroughs — a  new  line  of  ad- 
justable backpack  frames,  a  neat  little 
backpack  stove,  a  compact  cooler  called 
"Oscar"  that  can  be  sat  on,  an  improved 
battery-powered  air  compressor  that 
looks  like  a  shoebox  and  can  inflate  a 
truck  tire,  a  "quiet "  canoe.  But  they  are 
all  winners  in  a  market  where  the  Cole- 
man name  is  tops.  Moreover,  despite 
Coleman's  rough  experience  in  1974-75, 
Chairman  Coleman  says  the  outdoor  rec- 
reation business  is  practically  recession- 
proof  "In  hard  times  camping  is  an  inex- 
pensive vacation.  And  after  the  last  two 
severe  winters  more  people  are  buying 
sleeping  bags  and  propane  stoves  for 
household  emergencies.  " 

The  biggest  dividends  from  Coleman's 
research  spending  should  come  from  the 
heating  and  air-conditioning  equipment 
it  makes  for  recreational  vehicles  and 
mobile  homes — especially  the  latter. 
This  equipment  provides  29%  of  Cole- 
man's revenues.  The  population  bubble 
that  has  been  pouring  its  money  into 
backpacking  and  camping  in  recent  years 
is  beginning  to  look  for  a  place  to  settle 
down.  Thanks  to  inflated  home  prices, 
more  and  more  of  them  will  be  settling 
for  lower-priced  mobile  homes — a  $4- 
billion,  temporarily  stalled  market  in 
1977.  Coleman  already  makes  about  45% 
of  all  the  heating  and  air-conditioning 
equipment  used  in  U.S.  mobile  homes 
and  has  just  introduced  a  new  heat  pump 
which  does  both  jobs  more  efficiently 
than  anything  else  on  the  market.  It  sells 
for  about  $2,000,  competes  against  prod- 
ucts made  by  Carrier  Corp.  and  General 
Electric  Corp.  and  is  expected  to  add 
$10  million  alone  to  Coleman  sales  by 
the  end  of  1979. 

Says  Sheldon  Coleman,  "I  wouldn't 
expect  anybody  to  catch  up  with  the 
advances  we've  made  with  our  heat 
pump  for  a  couple  of  years.  By  that  time, 
we'll  have  improved  on  it  ourselves.  " 

Sheldon  Coleman  will  be  over  80  by 
then,  but  don't  be  surprised  if  he  is  still 
running  things  at  his  father's  company. 
He  seems  to  burn  with  the  same  steady 
flame  as  one  of  his  legendary  lanterns.  ■ 
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We'll  let  your 
insurance  agent  or  broker  tell  you, 
in  his  own  words, 
why  we're  different. 


OHUBB 

Group  of  Insurance  Companies 

100  William  S'treet,  New  York,  N.Y.  10038 


Another  Bear  Hug  From  ERISA 


Is  ERISA  the  pensioner's  friend? 
Or  his  enemy? 


Small  pension  funds  are  getting 
squeezed  again.  First  it  was  rising  Social 
Security  taxes  that  forced  thousands  of 
companies — some  34,000  since  1975 
(Forbes,  Mar.  6) — to  scrap  their  plans. 
This  time  it  is  a  provision  of  the  Employ- 
ee Retirement  Income  Security  Act 
(ERISA)  that  is  causing  businesses  to 
think  again  about  whether  they  can  af- 
ford to  maintain  their  retirement  plans. 

The  purpose  of  this 
ERISA  provision,  like  most 
of  the  act's  objectives,  is  to 
protect  pension  funds — in 
this  instance  those  managed 
by  broker-dealers — from 
such  abuses  as  "churning" 
(excessive  turnover  of  hold- 
ings to  generate  commis- 
sions) and  the  dumping  of 
"sticky"  (illiquid)  underwrit- 
ings  into  accounts.  Like 
much  of  such  red  tape  it  is 
ending  up  strangling  the 
very  things  it  is  supposed  to 
protect.  When  it  finally 
starts  operating,  businesses 
no  longer  will  be  able  to  buy 
both  investment  manage- 
ment advice  and  brokerage 
services  at  the  same  place. 

In  practice,  that  will 
mean  companies  will  have 
to  pay  two  fees  to  two  sepa- 
rate entities  for  their  pen- 
sions— one  for  manage- 
ment, one  for  execution  of 
orders.  The  combined  cost  inevitably 
will  be  higher.  That  will  almost  certainly 
cause  a  lot  of  companies  to  give  up  on 
pensions  altogether.  And  those  who 
choose  to  continue  their  plans  will  pro- 
duce a  windfall  of  income  for  the  pension 
management  establishment  because  of 
the  increased  fees  they  will  have  to  pay. 

Among  the  types  of  broker-managed 
plans  that  face  the  higher  costs  are  indi- 
vidual retirement  accounts,  Keogh 
plans,  those  of  doctors  and  other  incor- 
porated service  people  and  those  of  small 
companies.  Many  of  the  larger  bank  trust 
departments  refuse  to  accept  such  small 
plans  because  they  can't  make  enough 
from  them.  Larger  pension  accounts  in 
most  cases  already  pay  both  advisory  and 
brokerage  fees.  And  because  of  their  size 
they  will  in  all  likelihood  be  unaffected 


by  the  new  provision,  since  competitive 
pressures  would  prevent  any  hiking  of 
charges. 

Here's  how  the  new  rule  is  going  to 
work:  Securities  firms  that  manage  pen- 
sion accounts  and  do  the  trading  as  well 
must  decide  to  do  one  or  the  other.  To 
compensate  for  the  loss  of  commission 
revenue,  many  firms  will  increase  advi- 
sory fees.  Still  others  will  cut  back  on 


administrative  services,  research  and 
safekeeping  of  securities.  Hardest  hit 
will  be  smaller  pension  accounts — those 
ranging  anywhere  from  $5,000  to 
$250,000  in  size. 

Take  this  typical  case:  A  Chicago  urol- 
ogist has  a  $150,000  employee-retire- 
ment trust  managed  by  the  firm  of  Me- 
sirow  &  Co.  Last  year  the  doctor  paid 
$900  in  brokerage  commissions  to  Me- 
sirow,  about  one-half  of  1%  of  his  ac- 
count's assets. 

He  now  faces  the  prospect  of  paying 
about  $2,400  for  the  same  services.  He 
would  pay  another  firm  the  $900  in 
transaction  costs.  But  he  would  have  to 
pay  Mesirow  an  additional  $1,500,  its 
minimum  charge  for  investment  advice. 
The  total  cost  would  then  be  about  2%  of 
the  account's  assets.  "It  is  going  to  be- 


come so  uneconomical  that  a  lot  of  peo- 
ple are  just  going  to  say  the  hell  with  it 
and  dump  their  plans  altogether,  "  says 
Stephen  G.  Caber,  who  heads  invest- 
ment management  at  Mesirow. 

Many  regional  securities  firms  like 
Mesirow  &  Co. — those  heavily  depen- 
dent on  brokerage  commissions — have 
been  lobbying  both  independently  and 
through  the  Securities  Industry  Associ- 
ation to  amend  the  ERISA 
provision.  They  have  also 
been  testifying  at  hearings 
held  in  June  by  the  Depart- 
ment of  Labor  and  the  In- 
ternal Revenue  Service, 
both  of  which  administer 
ERISA.  Naturally,  the  se- 
curities firms  would  like  to 
hang  on  to  their  business. 
So  they  would  like  to  see 
ERISA  conform  to  a  similar 
but  less  restrictive  Securi- 
ties &  Exchange  Commis- 
sion regulation  that  be- 
comes effective  next  Febru- 
ary. The  SEC  rule  allows  a 
managed  account  to  buy  al- 
most the  whole  package 
from  the  same  firm,  which 
would  be  permitted  to  do 
everything  for  an  account 
except  execute  a  transac- 
tion. Firms  would  lose  little 
commission  revenue  since 
execution  costs  are  only  a 
fraction  of  the  brokerage 
fee.  The  extra  cost  of  the  actual  trade — 
by  another  broker — would  be  minimal. 

Because  the  Department  of  Labor  and 
IRS  have  failed  to  coordinate  ERISA 
with  the  SEC,  the  securities  industr\' 
confronts  two  conflicting  sets  of  rules: 
ERISA's  for  pensions,  the  SEC's  for  non- 
pension  accounts.  The  three  agencies 
were  expected  to  make  their  regulations 
consistent  with  one  another.  But  they 
haven't  yet — mainly  because  Labor  and 
IRS  are  dragging  their  feet.  Meanwhile, 
the  new  rule,  which  was  supposed  to 
take  effect  in  May,  has  been  put  off  until 
next  year.  But  that  only  increases  the 
uncertainty. 

Sighs  Sanford  C.  Bernstein,  chairman 
of  New  York-based  Sanford  Bernstein  & 
Co.,  Inc.,  "How  many  people  does  it 
take  to  regulate  us?  "  ■ 
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From  Illinois  to  North  Dakota,  668  miles  for  just  $1  89  a  set 
Burlington  Northern.  The  Railroad  to  talk  to  for  efficient  freight  service. 


Fir^^l|rjir'- 

WYOMING  ^>»^ 

The  Old  West,  scene  of  thrilling  frontier 
action  for  generations  of  movie  and  tele- 
vision viewers,  today  provides  a  fascinat- 
ing setting  for  an  even  more  exciting  type 
of  action.  The  region,  which  has  clung  to 
its  frontier  heritage,  is  now  welcoming  a 
new  breed  of  pioneer  — industrial  pioneers 
drawn  by  the  prospect  of  reliable  power 
in  a  changing  world.  The  Old  West  is 
where  today's  action  is,  action  created  by 
the  lure  of  bountiful  resources. 

This  influx  of  machines  and  men  to 
assemble  and  operate  them  is  changing 
life  in  the  region.  Some  aspects  of  the 
change  are  accepted  with  reluctance. 
Comfortable  towns  are  doubling  and 
tripling  in  population  as  they  resolutely 
face  staggering  socio-economic  transfor- 
mations which  go  hand-in-hand  with 
rapidly-growing  resource  development. 
People  have  seen  the  quality  of  life  deteri- 
orate in  other  areas  under  similar  circum- 
stances and  they  do  not  want  it  to  happen 
in  the  Old  West. 

The  nation's  rush  for  new  domestic 
energy  and  nature's  handiwork  which 
bestowed  energy  resources  in  such  abun- 
dance on  Old  West  states  provide  a  chal- 
lenging backdrop  against  which  industry 
and  government  are  hammering  out 
energy    and    economic  development 


policies  which  will  shape  the  region's 
future  for  decades  to  come. 

While  Old  West  officials  welcome 
economic  development,  they  do  not  want 
to  see  it  at  the  cost  of  the  region's  high 
environmental  standards  or  wanton  dis- 
solution of  their  resources.  They  recognize 
they  must  share  their  plentiful  mineral 
resources  with  the  rest  of  the  nation  but 
they  seek  assurance  that  judicious  energy 
utilization  will  lead  to  a  stable  industrial 
base  and  permanent  prosperity  for  the 
region.  Ghost  towns  still  stand  beside 
abandoned  mines  as  stark  evidence  of 
past  booms  and  busts  which  no  one  wants 
revisited  upon  future  generations. 

The  burden  of  unravelling  these  and 
other  difficult  growth-related  complications 
is  lighter  because  of  two  unique  regional 
assets.  One  is  the  sturdy  character  of  the 
people.  Officials  will  tell  you  proudly  that 
their  greatest  resource  is  the  self-esteem, 
self-reliance  and  strong  work  ethic  and 
independence  of  a  people  who  under- 
stand adversity  and  will  persevere. 

The  other  asset  is  a  pattern  of  extremely 
close  cooperation  among  the  five  State 
governments  and  the  Federal  establish- 
ment, embodied  in  the  Old  West  Regional 
Commission.  A  State-Federal  partnership 
that  really  works,  the  Commission  has 
effectively  assumed  leadership  in  address- 
ing many  of  the  region's  critical  growth 
problems.  It  is  thoroughly  dedicated  to 
stimulating  a  broad-based  industrial 
growth  leading  to  a  more  prosperous 
economy  while  preserving  the  beauty  of 
the  land  and  the  valued  Old  West  quality 
of  life. 

The  Commission  is  tackling  a  number 
of  problems  which  transcend  state  bound- 
aries. One  of  its  greatest  contributions  is 
providing  financial  help  to  energy- 
impacted  communities  desperately  in  need 
of  skilled  public  service  assistance.  Other 
activities  include  investigating  the  possi- 
bility of  building  a  regional  college  of 
veterinary  medicine,  extension  of 
AGNET— a  computer-based  agricultural 
management  system— to  all  Old  West 
states,  and  sponsorship  of  regionwide  rural 
water  development  and  agricultural 
research  activities.  But  the  Commission's 
foremost  contribution  is  fostering  a  close 
cooperation  among  Old  West  states  in 
tackling  mutual  problems. 


THE 
BOnOM  LINE 
STARTS  WITH 
PRODUCTIVITY. 


All  profit  is  tied  to  productivity. 
North  Dakota's  value  added  per 
dollar  of  payroll  expenditure  is 
highest  in  the  nation. 

Add  these  considerations; 

-  Lowest  work  stoppage  in  the 

nation 

-  Industrial  Revenue  Bond  financ- 

ing 

-  Abundant  energy  supplies 

-  Excellent  transportation  system 

-  State  incentives  for  new  industry 

Many  key  factors  combine  to  pro- 
duce one  of  the  most  positive 
business  climates  in  America. 

You  are  invited  to  join  us.  We  pro- 
vide a  wealth  of  necessary  infor- 
mation on  a  confidential  basis. 


YOU  ARE  WELCOME  IN 

North  Dakota 


Mr.  Bruce  Bartch,  Director 
Business  and  Industrial  Develop- 
ment Department,  Room  53 
523  E.  Bismarck  Avenue 
Bismarck,  ND  58505 

Give  me  the  facts 

Please  send  me  North  Dakota  In- 
dustrial Location  Facts. 


Name 


Company. 

Address  

City  


v. 


State   Zip  

or  simply  attach  your  business  card. 


America  at  its  best 


Everything  about  the  Old  West  encourages  activity.  The  land  is 
vast,  uncrowded  and  beautiful,  dotted  with  lakes,  mountain-fed 
streams  and  powerful  rivers.  The  rolling  plains  where  the  buffalo 
once  roamed  and  the  Rocky  mountains  in  all  their  grandeur 
invite  the  world's  greatest  outdoor  recreation,  winter  and 
summer.  For  those  who  savor  frontier  history,  there  are  rodeos, 
Indian  festivals  and  museums,  but  there  is  also  golf,  tennis,  music, 
art  and  the  theater  in  rapidly-growing  metropolitan  areas. 

New  industrial  locations  must  have  ample  resources  and  Old 
West  resources  are  as  vast  as  the  country  which  contains  them. 
Under  the  millions  of  acres  of  excellent  grazing  land  and  forests 
are  billions  of  tons  of  easily-strippable  coal  as  well  as  concentra- 
tions of  uranium,  gold,  silver,  copper,  iron  ore  and  other  min- 
erals. Millions  of  acres  of  the  nation's  richest  farmland  annually 
produce  record-breaking  yields  of  wheat,  corn,  soybeans  and 
other  crops.  The  region's  superior  beef  production  is  legendary, 
but  other  livestock  and  poultry  are  equally  important.  One  of 
the  Commission's  priorities  is  to  expand  existing  national  and 
international  markets  for  these  products.  Regional  trade  offices 
are  being  opened  in  Frankfurt,  Germany,  and  Tokyo. 

Power  turns  the  wheels  of  industry  and  the  potential  for  that 
power  exists  in  abundance  in  virtually  every  form.  It  comes  from 
generous  quantities  of  low-sulfur  coal  and  lignite,  from  more 
limited  supplies  of  oil  and  gas,  from  water  and  even  geothermal 
sources.  One  state  produces  more  than  four  times  the  amount 
of  electricity  it  consumes.  Among  the  five  states  arc  the  third, 
sixth  and  seventh  lowest  average  monthly  power  costs  in  the 
country. 

A  healthy  business  climate  has  been  created  by  the  state  gov- 
ernments. Industrial  revenue  bonds  are  available  throughout  the 
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a  rich,  natural 
environment  makes  living 
in  Montana  wonderful. 


A  rich  supply  of 
energy  makes  living 
in  Montana  possible. 


We  believe  environment  and 
energy  are  symbiotic  partners  in 
Montana's  abundant  good  life. 
People  want  to  live  and  work  in 
the  Treasure  State  because  of 
t^er  natural  bounty- mountains, 
open  prairies,  clear  lakes  and 
streams. 

And  people  are  able  to  live  pro- 
ductive lives  tiere  because  of 


nature's  resources -hiydroelectric 
power,  oil  and  gas  reserves  and 
an  estimated  one-thiird  of 
America's  surface  mineable 
coal. 

We're  a  part  of  Montana's  prom- 
ising energy  future.  In  addition  to 
natural  gas  reserves,  our  com- 
pany has  resen/es  of  more  than 
750  million  tons  of  coal.  Last 


year  . alone  we  produced  about 
lO  million  tons. 

At  Montana  Power  we're  working 
to  keep  Montana's  good  life 
productive. 


MONTAMA  POWER  COMPANY 


Money 

doesn't  do  anyone 
any  good 

if  it  isnt  moving. 

Banks  move  money. 

We  move  more  of  it  than  any 
other  bank  in  the  region. 

The  Omaha  National  Banl^ 


at  Seventeenth,  Omaha,  Nebraska  68102 


Call  OPPD. 

Ask  for  Tom  Gage. 


V 


He'll  tell  you 
about  Nebraska's 
right-to-work 
productivity. 


If  you're  looking  for  a  location  with 
high-productive  labor,  give 
Tom  Gage  a  call.  He's  OPPD's 
industrial  development  expert  and 
he  has  the  answers. 
Tom  can  show  you  how  our  rural- 
based  labor  force  pays  off  in 
improved  productivity  Statistics 
show  Nebraska  workers  rank  high 
in  value  added,  low  in  absenteeism, 
and  low  in  turnover.  Also,  Omaha- 
Southeastern  Nebraska  has  plenty 
of  power  at  reasonable  rates. 
Central  location  to  cut  your  freight 
costs  And  a  good,  clean  environ- 
ment for  your  family  Put  Tom  to 
work  for  you.  Send  the  coupon 
or  call  him  at  (402)  536-4347. 

Omaha  Public  Power  District 

Member  Mid-Continent  Area  Power  Pool 

^  (Complete  or  attach  business  card)  2-9^ 

Tom  Gage.  Manager  of  Area 
Development 

Omaha  Public  Power  District 
1623  Harney  St. 
Omaha,  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska 


Name .. .. 
Title  


Company. 
Address 

City 

State   


 Zip. 


Montana  Workers 
Unequaled  Benefits 


oy 


Montana  offers  employee  benefits  elsewhere  unavailable. 
Clear  skies.  Clean  water.  A  beautiful  environment.  An  environ- 
ment that  inspires  an  energetic  and  resourceful  work  force. 

If  your  company  is  interested  in  a  Montana  location,  write  for 
information:  John  Lopach,  Director,  Governor's  Office  of  Com- 
merce and  Small  Business  Development,  Capitol  Station,  Helena, 
Montana  59601. 


Today,  this 

South  Dakota 

worker  will  produce  74% 

more  than  the 
national  average. 

Shouldn't  he  be  working  for  you? 

n  1975,  the  average  national  worker 
accounted  for  the  shipment  of  $43,000 
worth  of  goods  and  services.  The  South 
Dakota  average  was  $75,000 — 74%  more. 
Why  the  difference?  It  was  due  partly  to 
low  employee  turn-over  and  minimal 
absenteeism — factors  tied  directly  to 
citizenship,  health,  attitudes  toward  education 
and  work,  and  stability.  And  in  all  those 
areas.  South  Dakota  rated  EXCELLENT 
in  a  recent  national  survey. 

Write  for  more  information  on  the  hardest 
working  people  anywhere,  and  our  many 

tax  and  financial  incentives,  too.  And  next 
year,  that  74%  difference  could  be  working 
for  you. 


Contact: 

S.  0.  Industrial  Division 
620  S.  Clid  Ave., 
Sioux  Falls.  S.  D.  57104 
Phone   605  339-6779 


GETTING  DOWN  TO  BUSINESS 


sDuin 


region  and  business  development  corpo- 
rations arrange  long-term  loans.  State 
and  local  economic  development  organi- 
zations assist  industries  in  finding  suitable 
locations  and  developing  them. 

One  of  the  region's  most  attractive 
features  is  the  exceptional  productivity  of 
its  people.  A  recent  independent  survey 
rates  the  people  of  all  five  states  high  in 
characteristics  most  prized  by  industry: 
work,  ^ability,  educational  level,  citizen- 
ship and  attitude.  One  reason  most  often 
cited  is  the  farm  background  which  dom 
inates  the  labor  force.  The  people  know 
how  to  work  with  their  hands;  they  are 
familiar  with  machinery.  This  eager,  well- 
educated  labor  pool  is  the  product  of 
excellent  educational  systems  composed 
of  strong  state  schools  augmented  by 
outstanding  private  institutions.  Together 
these  institutions  produce  a  work  force 
ranking  favorably  with  any  other  region  in 
educational  achievement. 

The  federal  government  recognizes  the 
region's  absorption  with  better  education 
and  increasing  technological  research  by 
supporting  such  facilities  as  a  coal  research 
laboratory  in  North  Dakota,  the  EROS 
unmanned  satellite  data  center  in  South 
Dakota,  one  of  the  world's  first  extensive 
experiments  in  magnetohydrodynamics 
in  Montana  and  a  major  animal  research 
laboratory  in  Nebraska.  A  new  Center  for 
Innovation  sponsored  by  the  Commission 
helps  developers  and  inventors  bring 
worthwhile  new  concepts  to  production 
and  marketing  stages.  It  is  attracting  inter- 
national attention  as  an  effective  means 
of  stimulating  technological  development. 

While  more  and  better  transportation  is 
one  of  the  Commission's  priorities,  the 
region's  current  system  is  one  of  the 
nation's  best.  It  includes  10  major  airlines, 
hundreds  of  motor  carriers  and  seven 
major  railroads.  This  network  and  the 
region's  north-central  location  provide  an 
ideal  situation  from  which  it  serves  all 
corners  of  the  country.  Light  manufac- 
turers are  no  more  than  a  week  away  from 
their  most  remote  domestic  customers 
and  all  five  states  have  Freeport  laws  per- 
mitting storage  of  merchandise  tax-free 
while  awaiting  out-of-state  shipment. 

Here  briefly  is  what  each  of  the  Old 
West  states  has  to  offer. 

n  ,1  r-  a 

Agriculture  is  Montana's  most  vital  eco- 
nomic force;  a  major  resource  is  the  state's 
vast  mineral  wealth.  Coal  and  timber 
production  and  tourism  are  major  eco- 
nomic assets  The  state  is  actively  involved 
in  developing  foreign  trade  — primarily  in 
export  of  wheat  and  beef— and  in  attract- 
ing business  and  light  industry  develop- 
ment. Energy  forms  include  hydro-electric, 


grew  up 
with  the  Old 


Anaconda's  roots  in  the  Old  West  go  back  to  1875  when  the 
original  claim  for  silver  was  staked  out  on  a  hill  overlooking 
Butte,  Montana. 

Unlike  the  boom-and-bust  fever  that  gripped 
the  era,  Anaconda  settled  down  to  stay.  Providence,  and  we 
guess  a  little  luck,  sent  us  men  with  vision. 

Today  we're  still  here,  stronger  than  ever.  With 
every  passing  day,  it  becomes  more  obvious  how  important 
this  region  with  its  vast  mineral  resources  is  to  the  country. 
Not  only  for  its  copper  and  other  minerals,  but  for  its  huge 
deposits  of  low-sulfur  coal  at  a  time  when  America  is  seeking 
energy  self-sufficiency. 

Today  our  Mineral  Resources  Group  is  involved 
in  the  mining  of  copper,  uranium  oxide  and  other  metals. 
Atlantic  Richfield,  our  parent  company,  recently  became  the 
nation's  newest  major  coal  producer  with  the  startup  of  its 
Black  Thunder  mine  in  northeastern  Wyoming. 

And  when  you  live  and  work  among  all  this 
scenic  beauty,  you  want  to  preserve  it.  That's  why  we're  so 
careful  of  the  environment.  We're  convinced  that  nature's 
needs  and  the  needs  of  the  country  can  be  balanced.  Atlantic 
Richfield's  restoration  of  land  after  surface  mining,  and  our 
development  of  Wright,  the  unique  and  attractive  community 
for  people  who  work  at  Black  Thunder,  are  two  examples 
of  that. 

We've  lived  here  over  a  hundred  years,  and  we 
expect  to  be  around  another  hundred.  It's  great  country,  and 
we  intend  to  help  keep  it  that  way. 

ANACONDA 

The  Anaconda  Company.  Mineral  Resources  Group,  555  Seventeenth  Street,  Denver.  Colorado  80202 


oil,  coal  and  limited  natural  gas;  alternative 
energy  sources  are  being  explored. 

Effective  transportation  is  assured  by 
three  rail  and  four  airline  systems  and  a 
good  interstate  highway  network.  The 
Port  of  Butte  specializes  in  foreign  com- 
merce. Montana  has  personal  and  corpo- 
rate income  taxes,  but  no  general  sales  or 
use  tax  Property  taxes  provide  more  than 
half  of  the  local  governmental  revenues, 
but  property  tax  reduction  programs  are 
among  the  several  Montana  incentives  for 
business  relocation 

Montanans  are  known  for  their  inde- 
pendence and  innovative  attitudes,  their 
friendliness  and  their  concern  for  eco 
nomic  development  without  accompanying 
environmental  damage  Year-round 
recreational  opportunities  such  as  skiing, 
hunting  and  fishing  are  superb 

Nebraska 

Nebraska's  leading  natural  resource  and 
primary  source  of  income  is  agriculture. 
With  22  million  acres  under  cultivation, 
the  state  ranks  high  in  production  of  many 
agricultural  products,  it  is  second  in  cattle 
slaughtering  and  marketing  Its  under 
ground  water  supplies,  estimated  at  1.9 


billion  acre-feet,  are  among  the  nation's 
largest.  They  contribute  substantially  to 
irrigation  of  more  than  five  million  acres. 
Manufacturing  and  tourism  follow  agricul- 
ture as  leading  industries.  Nearly  50  per- 
cent of  the  state's  power  is  generated  by 
two  nuclear  plants;  coal  and  hydro  gener- 
ation are  other  major  sources. 

The  state  has  a  Right  To  Work  law  and 
a  very  low  rate  of  absenteeism.  Strategic- 
ally located  in  the  center  of  the  continental 
United  States,  it  is  served  by  120  motor 
freight  carriers,'  seven  railroads,  eight  air- 
lines and  barge  service  on  the  Missouri 
river.  Northern  and  southern  portions  of 
the  state  are  bisected  by  interstate  80. 

The  tax  structure  is  one  of  the  nation's 
most  equitable,  the  tax  rate  one  of  the 
lowest.  Omaha  has  a  Foreign  Trade  Zone. 
Nebraskans  enjoy  the  nation's  longest  life 
expectancy,  emphasis  on  water  sports 
and  the  nation's  lowest  violent  crime  rate. 

North  Dakota 

Agriculture  accounts  for  three-fourths  of 
North  Dakota's  income;  97  percent  of  the 
land  is  classified  as  farm  land.  The  state 
leads  the  nation  in  production  of  durum 
wheat,  spring  wheat,  barley  and  flaxseed 
but  other  agricultural  products,  beef  and 
livestock  also  are  important  to  the  eco- 
nomy. There  are  more  than  265  billion 
tons  of  coal  reserves  and  lesser  quantities 
of  other  minerals.  Power  is  primarily  coal- 
generated  but  additional  power  is  available 


through  extensive  transmission  facilities. 
A  coal  gasification  plant  is  planned. 

North  Dakota  is  a  Right  To  Work  state 
with  a  stable,  disciplined  surplus  of  labor 
due  to  off-farm  migration.  Transportation 
needs  are  served  by  many  intrastate  and 
common  carriers,  a  good  interstate  high- 
way network,  four  railroads  and  three 
airlines. 

The  tax  load  compares  favorably  with 
other  states.  While  there  are  real  property 
and  state  corporate  income  taxes,  specific 
exemptions  are  available  at  both  state  and 
local  levels.  Excellent  recreational  and 
health  care  systems  contribute  to  the  state's 
outstanding  quality  of  life. 

South  Dakota 

South  Dakota's  leading  natural  resource 
is  its  rich  farm  and  ranch  lands  which 
produce  more  than  $1.8  billion  in  annual 
income.  More  than  70  percent  of  that 
income  is  derived  from  livestock  and  live- 
stock products.  Timber  is  a  major  re- 
source. Four  Missouri  river  dams  provide 
nearly  32  million  acre-feet  of  water,  but 
the  state's  largest  reservoirs  are  subterra- 
nean lakes  at  depths  of  200  feet.  There  is 
no  shortage  of  power,  generated  primarily 
by  coal  but  also  by  water,  natural  gas  and 
diesel  fuel. 

One  of  the  state's  most  attractive  asset 
is  the  quality  and  productivity  of  its  labor 
force  which  possesses  a  strong  work  ethic 
and  familiarity  with  machinery  Some 


For  Rll  The  Right  ReQ/on/ 


Circle  Nebraska's  numter  on  the 
Reader  Service  Card  or  call  C.  L. 
Elliott,  C.I.D.,  (402)  471-3111. 


Mato-Tope,  second  chief  and  hero  of  the  Mandan  Indian  nation.  A  watercolor  from 
Northern  Natural  Gas  Company's  world-renowned  Maximilian-Bodmer  Collection.  Joslyn 
Art  Museum,  Omaha. 


Suddenly,  the  Old  WBSt 
is  a  new  hunting  ground. 

Beneath  our  rolling  prairies  industry  does.  The  wealth 

and  towering  peaks  is  a  of  energy  is  there  to 

wealth  of  natural  energy.  Oil,  be  tapped, 
natural  gas,  uranium  and  coal.     And  as  it  is,  the  land  will 

Mato-Tope  had  no  way  be  returned.  And  Mato-Tope 


to  recognize  the  land  for 
what  it  could  be.  Today, 


would  recognize  the  land  for 
what  it  was. 


orthern 


Natural  Gas,  Liquid  Fuels,  Petrochemicals,  Exploration,  Coal 


Home  Office,  Omaha,  Nebraska 


150  motor  carriers,  four  airlines  and  five 
railroads  serve  the  state. 

The  per  capita  tax  load  is  the  lowest  in 
the  country,  according  to  the  U.S.  Census 
Bureau.  There  is  no  state  corporation  or 
personal  income  tax;  most  of  the  general 
revenue  comes  from  a  four-percent  sales 
tax.  A  five-year  moratorium  on  property 
taxes  may  be  available.  Hunting  and  water 
sports,  popular  and  plentiful  in  both  winter 


and  summer,  head  an  impressive  list  of 
recreational  opportunities. 

Wyoming 

Oil  and  natural  gas,  long  leading  factors 
in  Wyoming's  economy,  have  been  joined 
by  coal  which  underlies  40,055  square 
miles,  41  percent  of  the  state's  land  area. 
Leading  agricultural  commodities  are 
cattle,  sheep,  sugar  beets,  wheat  .and 
wool.  Some  1.7  million  acres  of  the  semi- 
arid  land  are  irrigated.  Power  generation, 
mostly  converting  low-sulfur  coal  to  steam, 
provides  more  than  four  times  the  amount 
of  power  consumed.  Uranium  mining  is  a 
burgeoning  industry. 


Wre  filling  a  hole 
for  your  future. 


The  essential  energy  and 
mineral  resources  we  use 
today  usually  come  from 
holes  in  the  ground. 

Some  of  us  overlook  the 
importance  of  mining  to  our 
country  and  its  future.  And 
fewer  still  are  aware  that 
mining  can  be  compatible 
with  the  environment. 

This  hole  in  eastern 
Wyoming  which  produced 
some  of  our  future  energy 
supplies  is  now  being 
refilled,  reclaimed  and 


returned  to  its  original  state. 
Working  in  partnership  with 
nature,  we  can  achieve  a 
sensible  balance  between  our 
energy  and  environmental 
needs  for  the  present  and 
future. 

Our  nation's  ever-growing 
respect  for  the  land  is  even 
stronger  at  Rocky  Mountain 
Energy  Company  because  we 
work  with  it  every  day. 

ROCNV  mounTnin 
ERERGv  compnnv 


The  educational  grade-level  achieve- 
ment in  Wyoming  is  the  second  highest 
in  the  nation.  The  labor  force  is  noted  for 
low  absenteeism  and  low  turnover.  Three 
of  the  nation's  best  trans-continental  high- 
ways provide  good  truck  transportation. 
Three  railroads  and  two  airlines  also  serve 
the  state. 

There  are  no  personal  or  corporate 
income  taxes  and  property  taxes  are  low. 
The  main  source  of  revenue  is  a  retail  sales 
tax.  In  recent  years,  the  state  has  enjoyed 
a  surplus  of  revenue.  Noted  for  virtually 
unlimited  recreational  opportunities  and 
some  of  the  nation's  most  beautiful  sce- 
nery, the  state  attracts  more  than  five 
million  tourists  annually. 


Welcome 

The  foregoing  pages  have  touched  only 
lightly  on  the  Old  West's  beauty,  produc- 
tivity, cooperation  and  enthusiasm.  Offi- 
cials are  convinced  they  can  work  with 
industry  while  preserving  the  region  as  a 
friendly,  bountiful,  beautiful  land.  They 
want  to  share  their  heritage  because  they 
know  lasting  prosperity  in  the  region 
depends  largely  on  new  jobs  and  new 
ideas  coming  from  new  people  and  new 
businesses. 

For  further  information,  contact: 

Industrial  Development  Department 
The  Old  West  Regional  Commission 
201  Main  Street,  Suite  D 
Rapid  City,  SD  57701 
(605)  348-6310 


Here  Come  The  Trucks 


Thank  goodness.  Without  a  booming  truck  market, 
auto  company  earnings  would  make  miserable  reading  this  year 


General  Motors'  earnings  in  the  first 
half  of  1978  were  down  1%  and  domestic 
auto  sales  were  down  2.3%  in  units. 
Ford's  earnings  for  the  period  were  vir- 
tually flat,  despite  a  6%  increase  in  do- 
mestic auto  sales.  Chrysler  weighed  in 
with  a  horrendous  $89-million  loss. 
Against  that  backdrop,  it  made  little  dif- 
ference that  American  Motors  actually 
made  money  ($4.6  million)  in  its  first 
half;  the  showing  across  the  industry  as  a 
whole  could  hardly  be  called  anything 
but  poor. 

The  important  point  is  that  it  would 
have  been  a  lot  poorer  without  the 
booming  truck  market.  Without  its  13% 
gain  in  U.S.  truck  sales,  GM's  earnings 
would  probably  have  been  down  sharp- 
ly. Ford,  whose  share  of  the  truck  mar- 
ket is  a  lot  closer  to  GM's  (33%  to  GM's 
41%)  than  is  its  share  in  cars  and  which 
has  about  40%  of  the  estimated  $20- 
billion  pickup  truck  market,  would  also 
have  suffered  more  without  the  estimat- 
ed $5-billion  worth  of  trucks  of  all  types 
which  it  sold.  Chrysler  s  wretched  show- 
ing was  partly  because  of  a  2%  drop  in  its 
truck  sales,  while  AMC  was  in  the  black 
in  large  measure  because  of  a  37%  sales 
gain  in  its  booming  Jeep  division. 

The  automakers  don't  break  out  their 
truck  sales  for  competitive  reasons,  but 
it's  reliably  estimated  that  the  total  U.S. 
market — light-,  medium-  and  heavy- 
duty — now  is  over  $25  billion.  During 
the  past  eight  years,  light-truck  sales 
alone  have  grown  by  more  than  10% 
annually,  compared  with  2Vi%  for  auto- 
mobiles. In  1960  GM's  huge  Chevrolet 
division  sold  5.3  cars  for  every  truck; 
today  the  ratio  is  less  than  2  to  1. 

Unlike  the  U.S.  auto  market,  the  truck 
market  has  been  highly  import-resistant. 
Not  that  the  foreign  truckmakers  aren't 
trying;  Germany's  Daimler-Benz  has 
been  selling  trucks  here  since  1970;  Swe- 
den s  Volvo  is  in  the  running  and  now  the 
Italian-German-French  Iveco  (Forbes, 
June  12)  is  entering  the  market.  But  only 
in  light  trucks  have  the  foreigners  made 
real  inroads:  Toyota  and  Datsun  alone 
account  for  about  200,000  light-truck 
sales  annually.  For  all  this,  in  the  first  six 
months  of  1978  foreign  truckmakers  took 
only  7.5%  of  a  2. 1-million-unit  truck  mar- 
ket, as  compared  with  18%  of  the  U.S. 
auto  market  for  foreign  automakers. 


Moreover,  with  the  yen  and  deutsche 
mark  and  French  franc  appreciating 
against  the  dollar,  the  foreigners  have 
been  losing  rather  than  gaining  ground. 
Their  market  share  in  the  first  half  of  this 
year  was  a  full  percentage  point  lower 
than  in  the  same  period  last  year. 

"Imports  may  penetrate  the  market 
for  diesel  trucks  somewhat,  but  I  doubt 
they  are  really  going  to  take  off,  "  says 
David  Healy,  Drexel  Burnham  Lam- 
bert's well-informed  automobile  analyst. 
"Remember,  imported  cars  got  going 
here  with  the  successful  and  high-quality 
VW  beetle.  Their  trucks  just  don't  have 
that  kind  of  icebreaker.  " 

This  may  change  some  day,  but  for 
now  everything  is  coming  up  roses  for 
the  U.S.  truckmakers — whether  they 
make  pickup  trucks,  four-wheel-drive 
"utility  vehicles  "  and  vans  or  the  big 
$50,000  diesels  made  by  Signal  Co.'s 
Mack  subsidiary.  International  Harvest- 
er and  Paccar.  Mack  lumbered  in  with  a 
hefty  24%  first-half  sales  increase,  to 
$837  million,  while  earnings  more  than 
doubled  to  nearly  $40  million.  Earnings 
at  Paccar,  which  makes  Peterbilt  and 
Kenworth  heavy-duty  trucks,  were  up 
slightly  through  June  despite  a  long 
strike  in  its  California  Peterbilt  plant. 

International  Harvester  gets  a  piece  of 
the  action  at  both  ends  of  the  market.  In 
light  duty.  International  Harvester  sold 
so  many  Scout  utility  vehicles,  says  J. 
Patrick  Kaine,  president  of  Harvester's 
$3-billion-plus  truck  group,  "  we  ran  out 
of  capacity."  Kaine  predicts  four-wheel- 
drive  UV  sales  could  reach  325,000  units 
this  year,  up  35%  from  1977. 

Light-duty  trucks,  which  carry  more 
people  than  goods,  are  now  90%  of  the 
total  market.  The  biggest  players  are 
Ford,  Chevrolet,  Dodge  and  AMC's 
Jeep.  Jeep,  which  has  35%  of  the  U'V 
market,  has  increased  sales  by  more  than 
30%  so  far  this  year.  Ford  sold  nearly 
40,000  Bronco  u'Vs  in  the  first  half  (vs. 
7,000  in  last  year's  first  half).  Both  GM 
and  Ford  sold  vans  like  hotcakes 
(Chrysler,  the  past  leader,  faltered;  it 
had  virtually  no  gains  through  June). 
GM's  van  sales,  says  F.  James  Mc- 
Donald, executive  vice  president  in 
charge  of  North  American  operations, 
have  increased  more  than  30%  over  van 
sales  a  year  ago. 
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Ford's  big  gun  is  the  pickup  truck  (see 
box),  the  biggest  single  part  of  the  truck 
market,  which  it  dominates  as  thorough- 
ly as  GM  does  conventional  passenger 
automobiles.  Close  to  3  million  pickups 
are  expected  to  be  sold  this  year,  almost 
half  of  them  Fords.  GM's  huge  Chevro- 
let division  has  sold  over  10%  more  pick- 
ups this  year  than  last,  but  it's  still  num- 
ber two,  and  the  Ford  pickup,  proudly 
says  James  A.  Capolongo,  Ford  vice 
president  and  general  manager  for 
trucks,  "is  the  largest-selling  automotive 
line  in  the  world." 

What's  behind  all  this?  At  the  heavy- 
duty  end,  closely  tied  to  the  economy, 
trucks  are  a  capital  investment.  "Some 
carriers  overbought  in  1973,"  says  Har- 
vester's Kaine,  "so,  they've  had  to  make 
do  with  what  they  have.  But  now,  for 
maximum  efiiciency  and  profitability, 
they  really  need  new  trucks. 

The  light-duty  market  is  something 


else — a  true  consumer  phenomenon. 
Says  GM's  Jim  McDonald:  "For  young 
buyers,  the  pickup  truck  is  a  new  form  of 
hotrod.  "  For  other  consumers,  it's  a 
pleasure  vehicle  that  can  go  where  a  car 
cannot  and  is  vastly  more  versatile  and 
practical.  In  fact,  says  Peter  D.  Zaglio, 
automotive  analyst  for  New  York's  Loeb, 
Rhoades,  Hornblower,  roughly  two- 
thirds  of  light-truck  sales  are  for  personal 
transportation,  not  for  commercial  use. 

But  what  goes  up  must  come  down. 
Drexel  Burnham  Lambert's  Healy,  an 
analyst  with  a  good  track  record  on  the 
industry,  puts  it  this  way:  "Next  year 
auto  sales  could  well  decline  by  8%  to 
10%,  and  I  see  no  reason  why  light-duty 
trucks  shouldn't  decline  as  well,  since 
much  of  that  market — except  for  utility 
vehicles — is  a  proxy  for  the  auto  mar- 
ket. "  Loeb,  Rhoades'  Peter  Zaglio 
agrees.  'I  think  there  has  been  some 
truck  buying  in  anticipation  of  govern- 


ment-mandated mileage  recjuirements 
on  some  vehicles,  "  he  says.  And,  like 
cars,  the  really  dramatic  weight-reduc- 
tion mandates  in  light-duty  trucks  will 
start  in  the  early  198()s.  Zaglio  figures 
heavy-duty  trucks  will  also  be  down  10% 
or  more  next  year  because  of  a  slowed 
economy  and  the  fact  that  some  of  this 
year's  bulge  was  price-hedge  buying 
caused  by  the  flurry  of  publicity  about 
inflation. 

The  manufacturers  are  a  lot  more  bull- 
ish. "There  certainly  won't  be  a  falling 
out  of  bed,  like  1974,"  says  Harvester's 
Kaine.  'In  heavy-duty  trucks,  it'll  be 
more  like  a  3%-to-4%  decline  at  worst. 
There's  still  some  lagging  demand.' 

There  is  a  bit  of  wishful  thinking  in 
this  relative  optimism:  If  the  auto  busi- 
ness stays  down  next  year  and  if  the 
truck  market  got's  down,  most  of  the  auto 
companies  could  get  quite  a  jolt  in  the 
profit  column.  ■ 


Alltime  Winner 


The  world's  most  popular  vehicle?  Ford's  pickup  truck, 
the  company's  bestseller  for  the  past  decade.  Sales  for  the 
first  six  months  of  this  year  hit  .542,095,  surpassing  sales  of 
Ford's  Fairmont  (the  company's  number-one  passenger 
car)  and  the  Ford  LTD  combined. 

What's  the  attraction?  True,  pickups  still  haul  lumber 
and  chicken  feed,  but  they  can  also  carry  camping  gear, 
boats  or  motorcycles,  air  conditioners  as  well  as  antiques. 


Both  men  and  women  drive  them  to  work  at  the  factory,  to 
the  grocery  store,  to  a  dance  at  the  club.  The  majority  of 
the  pickup's  new  owners  are  people  under  35.  The  vehi- 
cle s  seeming  lack  of  pretense  fits  the  Seventies'  lifestyle 
and  its  emphasis  on  outdoor  simplicity.  Simplicity}'  With 
brightly  colored  side  stripes,  roll  bars,  bucket  seats,  air- 
conditioning,  power  steering,  automatic  transmission, 
cruise  control  and  stereo  tape  systems? 
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On  the  wide-open  spaces,  three  Texans  ride  in  their  wide  modern  pickup 


Lumber  and  chicken  feed,  but  roll  bars  and  stereos,  too. 
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ill  Carter,  chairman,  tells  how  A&A  works  from  a  client  s  point  of  view: 


The  one  constant  in  the  ever-changing  risii  management  environment 

is  a  partnership  relationship." 


"The  whole  business  atmos- 
lere  in  which  an  insurance  broker 
id  his  corporate  clients  relate 
)day  is  charged  with  change  — 
npacting  from  every  social,  eco- 
omic,  technological  and  legal 
?pect.  It's  almost  a  new  ball  game 
/ery  day.  It  requires  a  high  degree 
[professional  sophistication  never 
nagined  just  a  few  years  ago.  But 
le  one  factor  that  hasn't  changed  — 
:  least  at  A&A  —  is  the  old-fashioned 
incept  of  partnership,  of  in-depth 


involvement  we  pursue  with  our 
clients  to  protect  their  assets  and 
enhance  their  bottom  line." 

Working  from  a  client's  point  of 
view  is  our  way.  From  our  top  man- 
agement to  the  men  and  women 
in  over  110  cities  here  and  overseas. 
That  means  working  as  allies,  solv- 
ing business  problems  together.  It's 
why  you  can  be  sure  that  the  pro- 
grams we  recommend  — whether 
insurance-oriented  or  not  — have 
been  chosen  as  the  most  effective 


way  to  meet  your  overall  needs. 

We  think  our  dedication  to  act- 
ing as  an  ally  of  the  clients  we  repre- 
sent is  a  big  reason  why  A&A  has 
become  a  worldwide  leader  in  the 
insurance  brokerage  and  financial 
services  business.  We  have  the  facili- 
ties, expertise  and  strength  to  act 
as  effective  allies.  We  work  from  a 
client's  point  of  » 
view,  whether  the  jBlJQXatlQQT 
corporation  is  ^iVIeXdnClGr 

The  Allies 


large  or  small. 


Aftermath 


It's  Monetarism — 
But  Is  It  Kosher  Monetarism? 


In  an  article  entitled  'Milton's  Paradise 
Lost"  that  ran  in  our  Aug.  7  issue,  Forbes 
Economics  Editor  Ben  Weberman  reported 
that  the  tide  was  running  against  economic 
monetarism  at  the  Federal  Reserve  Board — 
and  that  this  signaled  a  rather  important 


change  in  the  Fed's  tactics  and  strategy. 

Taking  sharp  issue  with  Forbes,  the  presi- 
dent of  the  Federal  Reserve  Bank  of  St. 
Louis,  Lawrence  K.  Roos,  wrote  us.  Roos' 
critical  letter  is  printed  below.  Weberman's 
defense  follows. 


To  THE  EDITORS: 

Ben  Weberman's  artiele  on  monetar- 
ism entitled  "Milton's  Paradise  Lost "  in 
your  Aug.  7  issue  includes  the  follow- 
ing misleading  assertions  which,  in  the 
interest  of  better  public  understanding 
of  monetary  policymaking,  should  be 
corrected: 

1)  Mr.  Weberman  says  that  mone- 
tarists advocate  the  control  of  money 
supply  through  raising  and  lowering  in- 
terest rates.  Nothing  is  further  from  the 
truth.  Monetarists  oppose  control  of 
short-term  interest  rates  in  the  knowl- 
edge that  such  actions  destabilize  mon- 
ey supply  and  have  led  to  accelerated 
inflation. 

2)  Mr.  Weberman  maintains  that  an 
anticipated  change  in  the  composition  of 

Weberman: 

when  I  wrote  "there  were  signs  of 
growing  disenchantment  with  monetar- 
ism at  the  Federal  Reserve  Board,  I 
knew  full  well  that  the  more  rigid  follow- 
ers of  Milton  Friedman,  such  as  the  St. 
Louis  Fed,  would  object  to  my  interpre- 
tation. The  fact  is,  however,  that  there 
has  been  from  the  beginning  consider- 
able debate  within  the  Federal  Reserve 
System  as  to  the  validity  of  the  monetar- 
ist approach  which — greatly  simplified — 
says  that  there  is  a  direct,  causal  relation- 
ship between  the  rate  of  growth  of  mon- 
ey supply  and  the  rate  of  inflation;  the 
less  money,  the  less  inflation. 

Lawrence  K.  Roos,  of  course,  repre- 
sents the  monetarist  party  in  this  debate 
and,  like  most  doctrinaire  monetarists, 
he  has  long  felt  that  the  Fed  wasn't 
monetarist  enough.  Note,  in  this  connec- 
tion, that  Forbes  called  the  Fed  "mone- 
tarist-oriented.  "  To  be  oriented  toward  a 
religion  is  not  the  same  thing  as  being  a 
True  Believer — which  is  why  commu- 
nists so  hate  socialists.  I  will  stick  to  my 
guns  that  Fed  policy  has  been  monetar- 


M-1  and  M-2  will  "throw  monetarists 
into  confusion  "  and  would  impair  mone- 
tary control.  Monetarists  have  consis- 
tently argued  that  the  control  of  bank 
reserves  and  currency  circulation  is  what 
counts.  Regardless  of  any  changes  that 
might  occur  in  the  definition  of  M-1  or 
M-2,  bank  reserves  and  currency  circula- 
tion are  easily  controllable  and  are  mea- 
surable on  a  daily  basis. 

3)  Mr.  Weberman  maintains  that  con- 
trol of  monetary  aggregates  would  bring 
about  interest  rates  of  15%  to  20%  or 
more.  There  is  no  evidence  whatsoever 
to  support  such  assertion. 

4)  Mr.  Weberman  claims  that  'most 
people  would  concede  that  the  Federal 
Reserve  has  been  monetarist-oriented 
since  Arthur  Burns    time.     A  simple 


ist-oriented  over  the  past  few  years — 
even  if  it  hasn't  been  kosher  monetarist. 

Let  me  provide  an  answer  to  Roos' 
points,  one  by  one. 

1)  I  was  indulging  in  journalistic  li- 
cense— for  the  sake  of  simplicity — when 
I  said  that  the  monetarists  advocate  con- 
trolling the  money  supply  through  inter- 
est rates.  Of  course,  what  they  specifical- 
ly advocate  is  controlling  money  supply 
through  creating  or  draining  bank  re- 
serves. But  would  Mr.  Roos  like  to  argue 
that  in  the  short  run  an  increase  in  bank 
reserves  wouldn  t  exert  downward  pres- 
sure on  interest  rates? 

2)  Roos  writes  that  bank  reserves  and 
currency  in  circulation  are  "easily  con- 
trollable and  measurable  on  a  daily  ba- 
sis. "  Is  it  really  that  easy?  Why  then 
bother  with  learned  and  expensive  stud- 
ies about  the  constituent  components  of 
money  supply?  Why  then  do  monetarists 
pay  so  much  attention  to  M-1,  M-2  and 
M-3?  Why  do  their  followers  repeatedly 
disrupt  the  stock  and  bond  markets  be- 
cause of  supposed  changes  in  the  money 


comparison  of  overruns  of  monetary  ag- 
gregate targets  with  deviations  from  in- 
terest rate  targets  refutes  any  implication 
that  Fed  policy  has  been  monetarist- 
oriented. 

5)  Finally,  Mr.  Weberman  charges 
that  the  Federal  Reserve  in  the  1930s 
"was  trying  to  stimulate  this  country  out 
of  deep  depression  by  creating  an  enor- 
mous amount  of  bank  credit.  "  Actually, 
from  the  years  1929  to  1933,  bank  credit 
contracted  bv  3L.5%  and  the  money  sup- 
ply/^// 25%.' 

Perhaps  it's  "back  to  the  drawing 
board  "  for  Mr.  Weberman  on  this  one. 

Sincerely, 
Lawrence  K.  Roos 
President, 

Federal  Reserve  Bank  of  St.  Louis 


supply  as  revealed  by  changes  in  M-1? 
What  about  velocity  of  spending? 

3)  Mr.  Roos  regards  my  statement 
about  15%  to-20%  interest  rates  as  be- 
ing fanciful,  but  the  federal  funds  rate 
did  go  as  high  as  13%  in  July  1974, 
when  the  Fed  was  quite  monetarist- 
oriented.  This  is  what  comes  of  worry- 
ing too  much  about  money  supply.  If  it 
went  to  13%  yesterday,  why  not  15% 
tomorrow?  Or  20%? 

4)  In  denying  the  monetarist-orienta- 
tion of  the  Fed  in  recent  years,  Roos  is,  I 
suspect,  splitting  hairs.  It  is  true  that  the 
Fed  continued  to  have  targets  other  than 
strictly  monetarist  ones.  Reserve  targets, 
for  example,  interest  rate  targets,  too — 
but  interest  rates  felt  to  be  consistent 
with  a  desired  growth  rate  for  money 
aggregates.  Reserve  targets.  In  this  re- 
spect, the  Fed  never  became  100%  mon- 
etarist. But  the  Fed  did  tend  to  set  its 
targets  on  money  supply  data  perhaps 
more  than  on  the  other  data.  That  is 
what  I  meant  by  "monetarist-oriented.  " 
You  do  not  have  to  be  a  card-carrying 
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monetarist  to  be  monetarist-oriented. 
Mr.  Rods'  neighboring  Federal  Reserve 
Bank,  that  of  Kansas  City,  has,  in  fact, 
just,  pubhshed  an  article  which  says 
much  the  same  thing  I  did:  "The  Federal 
Reserve  has  increasingly  emphasized  the 
importance  of  monetary  growth  for  eco- 
nomic performance  in  the  past  several 
years.  "  The  article  goes  on  to  suggest 
that  the  velocity  of  money  may  not  be 
predictable  and  that,  therefore,  use  of 
money  supply  theory'  may  be  misleading 
as  a  guide  for  economic  policy  because 
monetarism  assumes  a  constant  and  pre- 
dictable income  velocity  of  money. 

5)  Wow!  Mr.  Roos  is  really  splitting 
hairs  here.  Listen  to  the  definitive  text 
Financial  History  of  the  United  States, 
by  Studenski  arid  Krooss:  "The  easy 
money  policy  did  not  succeed  in  expand- 
ing the  use  of  credit,  for  there  was  a 
desire  for  liquidity  on  the  part  of  domes- 
tic citizens  and  foreign  inves- 
tors. .  .  .  The  reserves  poured  into 
banks  by  the  Federal  Reserve's  open 
market  purchases  were  not  used  to  ex- 
pand credit  but  to  satisfy  the  foreign 
demand  for  gold  and  the  domestic  de- 
mand for  currency.  " 

Sure,  bank  lending  contracted  in  the 
Thirties,  as  Roos  says.  But  this  in  spite  of 
the  fact  that  the  banks  were  bulging  with 
reserves,  not  because  the  banks  lacked 
reserves.  The  reserves  were  there  but 
not  many  people  were  borrowing.  Those 
who  were  solvent  didn't  want  to  go  into 
debt;  those  who  did  want  to  borrow 
weren't  solvent.  Bank  loans  were  $20 
billion  in  1932  and  only  $16.4  billion  at 
the  end  of  1939. 

Let  me  conclude  my  reply  to  Roos 
doctrinaire  monetarism  by  quoting  a  re- 
cent speech  by  the  distinguished  econo- 
mist J.  Dewey  Daane,  a  former  governor 
of  the  Federal  Reserve; 

"...  I  believe  that  there  are  many 
academicians  besides  myself  (perhaps 
even  the  silent  majority)  who  do  not 
subscribe  to  the  gospel  according  to  Mil- 
ton [Friedman]  or  at  least  not  to  any- 
thing like  the  same  extent.  .  .  .  My  own 
credo,  which  I  have  stated  many  times 
before,  is  simply  this: 

That  money  matters — certainly 
That  money  alone  matters — 

certainly  not 

That  monetary' policy  matters — 

certainly 

That  monetary  policy  alone 

matters — certainly  not." 

The  point  of  the  Forbes  article  was 
that  the  Fed  is  currently  leaning  more  to 
the  views  expressed  by  J.  Dewey  Daane 
and  less  to  those  expressed  by  Lawrence 
K.  Roos.  ■ 


It's  my  job  to  keep  up  with 
the  forces  that  affect 
interest  rates.  That's  why 
I  keep  up  with  BarronSs? 


Bill  Boraczek.  Vice  President 
Manufacturers  Hanover  Trust  Company 
New  York  City 


"Trading  government  securities  is  my 
job.  For  the  bank's  account.  For  our 
investment  portfolio.  For  our  correspond- 
ents. 1  have  to  know  which  way  the 
interest  rates  are  going.  And  Barron's 
is  a  valuable  professional  tool  —it  really 
helps  me  keep  up  with  the  forces  and 
trends  that  influence  interest  rates. 

"Unlike  a  lot  of  daily  papers,  Barron's 
doesn't  just  report  what's  going  on  now. 
Barron's  takes  a  position.  Says  what  they 
think  is  going  to  happen  —and  why. 

"1  use  Barron's  regular  columns  to  pick 
out  a  lot  of  information.  I  always  go 
through  Up  &  Down  Wall  Street.  The 


World  At  Work,  The  Week  In  Bonds,  and 
The  Commodities  Corner.  Barron's  is 
candid  and  doesn't  waste  words.  It's 
valuable  for  anyone  interested  in  the 
fixed  income  or  equity  markets.  For  the 
professional  and  individual  investor." 

No  other  source  of  financial  informa- 
tion tells  you  more— more  incisively  than 
Barron's.  If  you  want  to  understand 
what's  happening  now  or  gain  insight 
into  what's  going  to  happen  —  read 
Barron's.  Over  one  million  readers  do? 
Every  single  week. 

S.mrce-  h'M  1VI77. 

Today  is  history.  Tomorrow  is  Barron's. 
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Fly  Me,  I'm  Tiny 


Commuter  carriers  are  the  fastest-growing  segment  of  the  air 
transport  industry.  When  will  they  shed  their  mom-and-pop  image? 


There  are  jokes  aplenty  about  small-town  airlines:  "I  didn't 
mind  the  pilot  offering  us  chewing  gum  before  we  took  off.  But 
when  he  threw  the  wrapper  out  the  window,  a  motorcycle  cop 
stopped  us  for  littering.  " 

Despite  such  (juips — and  the  cramped  scats,  Quonset  termi- 
nals and  queasy  landings — don't  take  commuter  aviation  lightly. 
Last  year,  179  "third  level "  carriers  like  Air  Sunshine,  Pilgrim 
Airlines  and  Scheduled  Skyways  generated  $250  million  in 
revenues  and  carried  more  passengers  than  Pan  Am. 

The  industry's  short-haul  traffic  was  up  23%, 
and  it  has  been  growing  regularly  twice  as 
fast  as  other  airline  business.  Because  they 
fly  planes  with  fewer  than  30  seats,  com- 
muter carriers  operate  free  of  any 
Civil  Aeronautics  Board  route  and 
rate  regulation,  and  government  ef- 
forts to  increase  air  transport  com- 
petition should  help  them  signif- 
icantly. 

New,  flexible  CAB  policies 
give  regional  carriers  like  Alle- 
gheny, Ozark  and  Te.xas  Inter 
national  a  chance  to  win  big- 
city  routes  and  upgrade  their 
fleets,   at  the  same  tim 
making  it  easier  for  them 
to   pull   out   of  smaller 
towns.  This  offers  com- 
muter lines  an  opportuni- 
ty to  fill  the  gap,  often 
replacing  once-a-day, 
half-empty  jets  with  more 
frequent  propeller-powered 
planes. 

Such  changeovers.  for  exam- 
ple, are  now  under  way  in  towns 
like   Carlsbad,    N.M.,  Kearne\, 
Neb.  and  Stillwater,  Okla.  As  the 
trend  continues,  commuter  carriers 
current  4%  share  of  the  domestic  air 
passenger  market  will  no  doubt  grow 
Already,  commuter  lines  fly  into  some 
700  airports,  nearly  half  of  which  have  no 
other  service.  And  lately,  the  CAB  has  en 
couraged  the  industry  another  way— freely  granting 
exemptions  to  fly  larger  aircraft. 

Look  what  is  happening  in  Ithaca,  N.Y. ,  hometown  of  CAB 
Chairman  Alfred  Kahn.  Allegheny  discontinued  its  money- 
losing  direct  flights  between  there  and  Washington  in  June, 
but  Binghamton,  N.Y. -based  Commuter  Airlines  will  soon 
resume  service  with  expanded  schedules  and  CAB  dispensa- 
tion to  operate  50-seat  Convairs.  As  a  nonregulated  carrier, 
however,  it  plans  to  up  the  fare  by  20%,  to  $62,  a  move  that 
hardK  overjoys  Kahn:  "  When  I  fly  home  I  pay  my  own  ex- 
penses. .  .  .  And  frankK  I'm  not  sure  how  to  deal  with  totally 
free  pricing  in  one-carrier  markets.  " 
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Besides  their  fare  flexibility,  of  course,  commuter  lines, 
because  they  are  nonunion,  also  have  a  better  chance  to  make 
money  on  routes  where  bigger  airlines  were  in  the  red. 
Commuter  pilots  rarely  earn  above  $25,(X)0  annualK ,  consider- 
ably below  union  wage  scales  even  for  propeller  planes,  which 
can  run  as  high  as  $35,000.  "  Labor  people  used  to  figure 
commuters  would  take  business  away  from  their  pilots,  "  says 
Air  Midwest  Senior  Vice  President  James  Pickett,  "but  now 
that  big  carriers  are  getting  so  many  new  routes,  unions 
are  less  vehement  about  opposing  us." 

One  regional  line — Allegheny — has  a  spe- 
cial labor  agreement  that  allows  it  to 
subcontract   unprofitable   service  di- 
rectly to  nonunion  carriers.  Now  12 
of  these  operators,  which  fly  under 
Alleghcn\'  Commuter  logos,  pro- 
vide Allegheny  with  .530,000 
nterchange  passengers  annu- 
ally. One  of  these  contrac- 
tors. Southern  Jersey  Air- 
ways,   has    what  could 
_  prove  to  be  lucrative  ser- 
vice  from    Atlantic  City. 
N.J.  to  Allegheny's  Phila- 
delphia hub. 

Still,  commuter  air- 
lines have  a  second-class 
status  that  brings  a  host  of 
operating  hurdles.  Aside 
from  the  Alleghen\'  arrange- 
ment, each  carrier  must  ne- 
gotiate its  own  joint  fares  with 
certificated  operators  and 
haggle  over  access  to  baggage 
and  reservation  systems.  .\ir 
Wisconsin  spends  $8,000  a 
month  running  buses  between  its 
terminal  and  main  facilities  at 
Chicago  s  O  Hare  airport.  Comput- 
ers are  a  problem,  too.  Airlines  com- 
municate using  two-letter  carrier  codes. 
There  are  676  possible  combinations — 
minus  a  few,  such  as  VD,  that  no  operator  wants.  Since 
third-level  service  is  expanding  in  Australia  and  Brazil  as  well 
as  the  U.S.,  the  sNstem  is  already  at  capacity:  The  resulting 
confusion  hurts  commuter  operations. 

Then  there  is  the  Official  Airline  Guide.  Published  by  Dun 
&  Bradstreet,  this  thick  semimonthly  volume  is  the  travel 
agent  s  bible.  But  it  lists  commuter  flights  separately  from 
those  of  regulated  carriers.  "'That's  discrimination  of  the  high- 
est order.  "  says  Frederick  Simmonds.  executive  vice  president 
of  Philadelphia-based  Altair  Airlines.  "  Somebody  selling  tick- 
ets looks  at  schedules,  and  he  ma\  never  even  get  down  to  the 
commuters."  The  Federal  Trade  Commission  agrees  and  is 
currentK  suing  to  force  a  change  in  OAG  listing  policies. 
Another  difficulty  is  finding  suitable  equipment.  Many  small 
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airlines  buy  used  planes — some  are  still  flying  prewar  DC-3s — 
but  that  market  is  not  tight.  Fairchild  Industries  is  the  only 
domestic  manufacturer  that  currently  sells  a  popular  commut- 
er-rated plane,  the  18-seat  Swearingen  Metro,  and  it  currently 
has  a  one-year  order  backlog.  Suitable  Canadian-built  deHavil- 
land  models  are  similarly  hard  to  get.  As  a  result,  some  carriers 
are  ordering  planes  made  in  Ireland  and  Brazil.  Legislation 
now  before  Congress  will  extend  federal  loan  guarantees  to 
purchases  of  commuter  aircraft,  and  that  may  lure  general 
aviation  firms  like  Beech  and  Cessna  back  into  the  market. 

Some  commuter  airlines  have  shed  their  nonregulated  status 
for  federal  subsidies  offered  to  certificated  carriers  with  unprof- 
itable routes.  Air  Midwest,  for  example,  serves  eight  rural 
Kansas  towns  and  gets  25%  of  its  revenue  from  the  govern- 
ment. But  now  such  help  may  be  available  without  submitting 
totally  to  regulation:  The  CAB  just  granted  Air  New  England 
dual  authority,  with  commuter  flexibility  on  some  routes  and 
subsidies  on  others. 

Still,  investors  are  hardly  enchanted  by  commuter  airlines. 
"This  business  is  capital  intensive,"  says  David  Cotton  of  First 
Chicago  Corp.,  a  banker  who  specializes  in  aviation  lending. 
"And  when  you  look  at  that  relative  to  the  risks  and  rewards, 
don't  expect  people  to  be  lining  up  to  get  into  it.  " 

But  the  investment  community  may  yet  change  its  mind. 
Look  at  Air  Wisconsin,  one  of  the  largest  and  most  successful 
operators  and  the  only  publicly  owned  commuter  carrier.  It 
netted  $L3  million  last  year  on  revenues  of  $10.6  million.  That 
produced  operating  margins  of  24%,  twice  the  average  for 


major  carriers  and  better  even  than  industry  leader  Northwest. 
Nor  is  Air  Wisconsin  burdened  with  debt:  Its  12  Metros — 
dubbed  "fl)  ing  cigars  "  because  of  their  57-inch  headroom — 
give  it  total  assets  of  about  $10  million,  but  long-term  borrow- 
ing amounts  to  less  than  $3  million. 

Air  Wisconsin  got  its  start  13  years  ago  when  North  Central 
discontinued  service  to  Appleton,  a  community  near  Kimber- 
ly-Clark's  corporate  headquarters.  Local  businessmen  helped 
organize  a  commuter  link  to  Chicago,  and  now  the  carrier 
operates  in  six  midwestern  states  with  an  impressive  63%  load 
factor.  On  some  routes.  Ft.  Wayne  to  Chicago,  for  example,  it 
competes  directly  with  trunk  operators,  like  United.  Profitabil- 
ity stems  in  part  from  straightforward  pricing.  Explains  Trea- 
surer William  Geenen:  "We  don't  have  big  planes,  so  we  don't 
mess  with  discount  fares  to  fill  them  up.  " 

So,  despite  that  laundry  list  of  obstacles,  commuter  airlines 
are  a  growing,  fast-changing  industry  which  poses  a  consider- 
able opportunity.  "One  day  somebody  may  see  how  to  put  a  lot 
of  these  carriers  together  into  one  big  feeder  system,"  says 
Michael  Armellino,  an  airline  analyst  with  Goldman,  Sachs  & 
Co.  "That  could  be  a  way  to  strike  it  rich.  " 

Seven  years  ago  Federal  Express  founder  Fred  Smith  had  a 
simple  idea  about  building  an  air  freight  empire  in  what  was 
then  a  similarly  diverse  and  fragmented  field.  Today,  his 
company  has  annual  revenues  of  nearly  $160  million,  and  its 
stock  has  more  than  doubled  since  going  public  in  April. 

Why  should  handling  packages  be  a  better  business  than 
handling  people?  ■ 


A  Business  In  Transition 


Anyone  with  a  plane,  a  pilot  and  a 
pair  of  communities  he  wants  to  serve 
can  start  a  commuter  airline.  Such 
ease  of  entry — and  the  ego  trip  of 
flying  under  the  family  colors — at- 
tracts an  array  of  entrepreneurs  ver>' 
different  from  the  corporate  profes- 
sionals at  carriers  like  American, 
TWA  and  United.  Beyond  that,  the 
absence  of  regulation  lets  commuter 
operators  conform  to  the  demands  of 
their  markets  in  ways  government 
bureaucrats  would  never  allow. 

John  Van  Arsdale,  for  example, 
runs  what  economists  might  term  a 
"seasonally  adjusted  "  business.  Sum- 
mers, his  Provincetown-Boston  Air- 
line shuttles  to  Cape  Cod.  Come  fall, 
he  flies  most  of  his  crew  and  equip- 
ment to  Florida,  where  he  serves  the 
west  coast  as  Naples  Airlines. 

"It  makes  simple  economic  sense  to 
utilize  \our  e(juipinent  this  wa\','  he 
explains.  "In  Massachusetts,  we  serve 
70%  of  our  traffic  in  1 1  weeks.  You 
can  t  survive  like  that  when  your  peo- 
ple like  to  eat  365  days  a  year.  " 

Another  comnniter  operator  who 
stays  close  to  his  customers  is  Charles 
Colgan.  His  Colgan  Airways,  in  fact, 
could  as  well  be  dubbed  Air  IBM,  for 
IBM  once  provided  much  of  its  busi- 
ness. Colgan  got  his  start  under  v\hat 
he  terms  a  "gentleman  s  agreement' 
with  tlie  coinpntcr  maker:  IBM  regu- 
larly bought  foiu-  of  the  nine  available 
seats  on  his  flights  between  Manas- 
sas, Va.  and  Poughkeepsie,  N.Y. 


That  gave  IBM  a  dependable  link 
betvveen  two  major  offices,  and  it 
gave  Colgan  a  guaranteed  profit — al- 
most. Now,  however,  business  has 
grown  to  the  point  that  Colgan,  who 
until  recently  flew  a  twin-engine 
Beechcraft  once  owned  by  Nelson 
Rockefeller,  operates  without  IBM's 
helping  hand.  And  last  year  he  man- 
aged a  21%  pretax  margin.  But  there 
are  risks:  "If  you're  serving  one  com- 
pany a  lot  and  they  cut  back  their 
travel,  "  he  says,  "you  could  be  out  of 
business  in  a  hurry.  " 

Quite  clearly  the  commuter  air- 
lines are  a  business  in  transition.  At 
Midstate  Airlines  in  Marshfield, 
Wis.,  for  example.  President  Roy 
Sehwery  occasionally  flies  the  line, 
his  wife,  Lois,  handles  reservations 
and  their  son  loads  freight.  Son-in- 
law  Christopher  Ball  is  general  man- 
ager. Still,  Schwery's  company  is  out- 
growing its  mom-and-pop  phase:  It 
has  115  employees  and  just  bought — 
for  $1  million — its  sixth  plane. 

A  few  wealthy  individuals — like 
Campbell  Soup  heir  Tristram  Colket, 
president  of  Altair — have  built  com- 
muter carriers  as  extensions  of  their 
own  fascination  with  flying,  but  at  this 
stage  of  the  game  this  is  probably 
inevitable.  "Lots  of  commuter  air- 
lines are  experiencing  great  growth 
right  now  ,  but  don't  give  anybody  the 
impression  profits  come  easy,'  says 
Robert  King,  whose  Montauk  Carib- 
bean Airways  flies  out  of  Long  Island. 


Charles  Colgan  and  Colgan  airliner 
Outgrowing  IBM. 
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The  Humbling  Of 
Fisher  Foods  

For  a  while  it  seemed  that  this  smart 
little  supermarket  chain  could  do  things  better 
than  anyone  else  in  the  business.  But  you  know 
what  they  say  about  hubris. 


The  Fazio  brothers,  Carl,  61,  and 
John,  58,  sold  Albertson's  of  Boise,  Ida- 
ho their  46-st()re  food  chain  in  southern 
(California  for  over  $60  million  last  July. 
At  first  glance,  it  looked  like  a  splendid 
deal.  The  stores  had  cost  their  Fisher 
Floods  Corp.  only  $7.. 5  million  back  in 
1972.  But  on  closer  inspection  the  trans- 
action turns  out  to  be  at  best  a  wash  plus 
a  lesson  learned. 

The  lesson:  If  you  are  looking  for  a 
placid  market  to  sell  groceries,  stay  out 
of  southern  California.  When  the  Fazios 
decided  that  they  needed  to  protect 
their  flanks  against  potential  price  wars 
in  their  home  areas,  Cleveland  and  Chi- 
cago, they  looked  to  southern  California 
as  a  haven,  especially  when  they  found 
that  they  could  buy  the  Shopping  Bag 
chain  of  stores  there  from  E.F.  MacDon- 
ald  Co.  for  practically  nothing.  But  that 
$7.. 5  million  turned  out  to  be  only  a 
down  payment.  A  very  small  one. 

Sons  of  an  immigrant  who  had  started 
out  in  the  business  selling  produce  oflF 
the  back  of  a  truck  in  the  streets  of 
Cleveland,  the  Fazios  ended  up  with  200 
stores,  a  volume  of  more  than  $1.5  bil- 
lion a  year  and  a  listing  on  the  New  York 
Stock  Exchange. 

But  the  Fazios  got  creamed  in  south- 
ern California.  They  soon  found  out  they 
needed  a  lot  more  volume  than  the 
Shopping  Bag  stores  had  had  to  support 
the  $40-million  additional  investment 
they  had  to  make  in  a  warehouse,  in- 
creased inventory  and  new,  refurbished 
stores.  They  had  hardly  settled  down  in 
California  when  a  combination  of  infla- 
tionary cost  increases  and  price  wars  be- 
gan beating  them  up.  First  a  series  of 
small  price  wars,  then  a  big  one  in  1976. 
Just  when  it  looked  like  things  were 
settling  down  in  1977,  the  Fazios  decid- 
ed to  slash  prices  themselves  in  the  hope 
of  recouping  some  lost  market  share. 

That  was  it  for  the  Fazios.  Carl  ex- 
plains, "We  were  stretched  a  bit  thin. 
Either  we  had  to  double  our  stores  or 
sell  out.  We  were  offered  a  good  deal  by 
Albertson's,  who  wanted  to  expand.  We 


sold  for  more  than  book  value.  " 

While  the  Fazios  were  getting  bogged 
down  in  California,  trouble  was  building 
up  for  them  at  home,  especially  in 
Cleveland,  where  Fisher  had  been  a 
close  second  to  Pick-N-Pay.  Over  the 
last  three  years  Fisher's  share  of  the 
Cleveland  market  fell  from  31%  to  26%. 
In  1977  Pick-N-Pay  and  Fisher  got  into 
a  price  war.  In  the  process.  Fisher's  net 
earnings  last  year  tumbled  to  $4.4  mil- 
lion (68  cents  a  share)  on  $1.5  billion  in 
sales  from  $12.8  million  ($2.04  a  share) 
in  1976  on  sales  of  $1.4  billion.  Its  stock 
tumbled  from  13  last  year  to  7  and 
recently  recovered  to  10,  still  nearly 
25%  below  book  value.  And  Fisher  had 
once  been  one  of  the  proudest  of  all 
supermarketers. 

Getting  back  their  lost  share  of  market 
will  cost  the  Fazios  plenty,  and  they 
don't  have  much  financial  room  to  spare, 
even  with  that  $60  million  or  so  from 
Albertson's.  With  $135  million  of  debt 
on  the  books  against  equity  of  only  $85 
million,  they  11  probably  have  to  use 
close  to  half  of  the  proceeds  to  pay  down 
debt.  What's  left  will  go  into  building 


A  cheap  buy  isn't  always  a  good  buy. 

and  rebuilding  the  hometown  stores. 

Happily,  the  competitive  heat  in  Chi- 
cago and  Cleveland  has  dissipated,  and 
prices  have  been  fairly  stable  lately. 
While  Fisher  has  not  regained  significant 
market  share  in  Cleveland,  the  com- 
pany's earnings  should  recover  this  year 
to  maybe  $1.30.  In  Just  the  first  half  of 
fiscal  1978  alone,  Fisher's  earnings  were 
$4.2  million,  compared  to  $4.4  million  in 
all  of  1978.  The  brightest  spot  at  Fisher 
Foods  these  days  is  the  company  s  Dom- 
inick's  chain  of  67  stores,  many  of  which 
are  located  in  affluent  Chicago  suburbs. 
Business  has  been  good  for  Dominick's, 
to  the  point  where  it  is  now  a  solid 
number  two  in  that  market,  behind  Jew- 
el, the  region's  leading  food  retailer. 

This  year  there  was  a  change  at  Fish- 
er's Bedford  Heights,  Ohio  headquar- 
ters. President  John  Fazio  is  now  chief 
executive  officer,  and  older  brother  Carl, 
though  still  chairman,  is  no  longer  in- 
volved in  day-to-day  operations. 

After  Fisher  s  retreat  from  California 
and  loss  of  market  share  in  Cleveland, 
younger  brother  John  may  be  feeling  a 
lot  older  these  davs.  ■ 


Charge  It,  Please 

Is  THE  PLASTIC  credit  card  about  to  invade  the  $150-billion  grocery 
industry — one  of  the  last  holdouts?  A  few  small  chains  have  dabbled  with 
the  cards  for  years  but  one  of  the  few  that  have  stuck  with  them  is  Fisher 
Foods'  67-store  Dominick's  division  in  the  Chicago  area.  A  relatively  high- 
priced,  quality  chain,  Dominick's  has  been  quietly  accepting  Master 
Charge  since  1974.  "It's  still  not  a  large  percentage  of  our  volume,"  says 
Dominick's  Vice  President  Larry  Nauman,  'but  it's  growing  steadily. 

The  Great  Atlantic  &  Pacific  Tea  Co.  is  testing  Master  Charge  and  Visa  in 
the  Chicago  area.  'If  we  can  sell  more  of  our  high-profit-margin  general 
merchandise  and  garden  supplies  through  a  bank  card,  then  the  gross 
margin  may  well  support  the  cost  of  credit,  "  says  an  A&P  spokesman. 

Meanwhile,  Fisher  Foods  is  experimenting  with  banking  services.  Su- 
permarkets probably  cash  even  more  personal  checks  than  banks  do,  and 
many  customers  have  been  using  their  local  markets  as  a  kind  of  branch 
bank.  In  July,  Fisher,  with  Cleveland's  Society  National  Bank,  began  to 
install  bank  terminals  in  32  of  its  stores.  Society  tellers  and  Fisher  employ- 
ees will  clear  and  cash  checks  and  validate  Master  Charge  spending  in  the 
stores.  In  Chicago,  Jewel  Food  Stores  is  running  a  different  kind  of  banking 
experiment.  The  cashless  society  is  getting  closer. 
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8  reasons  why  people 
are  lookins  forward  to 
readins  Esquire  agaip 


2 Steven  Brill's  regu- 
lar column  gives 
you  the  lowdown 
on  the  law— who's  mak- 
ing it,  who's  breaking  it, 
what's  new,  and  what's 
changing. 


IThe  Right  Stuff:  from  a  top 
hat  that's  an  ice  bucket,  to 
a  classy  digital  scale,  and  a 
gas  cap  that  lets  you  fill-'er- 
up  without  removing  it 
—  a  guide  to  some  nifty  new 
gear  and  gadgets. 


3 Dan  Dorfman's 
column  on  how  to  get 
more  money  and  keep 
more— what's  really  going 
on  in  business,  finance  and 
the  market. 

4 On  tennis  champion 
Guillermo  Vilas, 
whose  instincts  draw 
him  to  poetry,  while  his 
ty  rannical  coach  ties  him 
to  tennis. 


5 A  portrait  of  a  modern-day 
prince:  Fiat's  handsome  chief, 
Gianni  Agnelli— how  does 
Italy's  richest,  most  powerful  indus- 
trialist cope  with  living  on  the 
razor's  edge,  a  constant  target  for 
terrorists? 


8W1iat  a  laid-back  style 
and  phenomenal  memory 
lias  done  for  Alan  Ladd  Jr, 
head  of  I  lollywood's  hottest 
studio 


Ever)'  two  weeks,  the  new  Esquire  gets 
\'()ur  adrenaline  going.  The  journalistic 
coups,  the  bold  revelations,  the 
adventurous  thinking,  that  help  you  stay 
right  on  top  of  things  happening  now.  It's 
the  only  men's  magazine  around  that 
covers  everything  of  importance  to  today's 
successful  man. 

With  Richard  Reeves  and  Aaron  Latham 
■  reporting  on  the  Washington  scene.  Dan 
Dorfman  on  Wall  Street.  Andrew  Tobias  on 
money.  John  Simon  on  the  English  language. 


Alfred  Kazin  on  the  literary  world.  Gail 
Sheehy  on  behavior  Esquire's  great  literary 
heritage  is  being  carried  on  by  such 
authors  as  Truman  Capote,  William  Sty  ron, 
Norman  Mailer  Arthur  Miller  and  dozens 
more.  And  making  it  all  visually  exciting, 
our  new  design  director:  Milton  Glaser 

Every  issue  will  give  you  the  latest  on 
travel,  fashion,  wine,  home  furnishings, 
health  and  fitness,  sports,  movies,  the  arts 
—  all  focused  on  enriching  every  aspect 
of  day-to-day  living. 


Half-Price  Offer 

16  issues  for  $10  (Half  the  newsstand  cost.) 


Use  attached  postpaid  card*  if  card  is  missing,  write:  Esquire,  P.O.  Box  2961,  Boulder,  Colorado  80321. 


Trying  Harder  And  Harder 

Blue  Bell  is  number  two  in  blue  jeans  to  Levi  Strauss.  Poor 
old  number  two.  It  will  earn  only  20%  on  its  money  this  year. 


By  RICHARD  GREENE 

While  "Levi's"  (Forbes,  Aug.  21)  is 
virtually  a  generic  term  for  blue  jeans, 
the  name  of  its  chief  competitor.  Blue 
Bell,  Inc.,  isn't  even  associated  with 
Wranglers,  its  most  important  jeans  line. 
But  Blue  Bell  is  no  country  cousin.  It's  a 
company  with  a  history  as  spectacular  as 
Levi's  and  numbers  that  are,  in  many 
cases,  nearly  as  good.  In  1977  Blue  Bell 
earned  $71  million  on  sales  of  $874  mil- 
lion, a  margin  of  8.1%  compared  with 
Levi's  8.3%.  It  had  a  33%  return  on 
equity  in  1977,  vs.  36%  for  Levi  Strauss. 
Most  important,  it  is  the  premier  brand 
in  women's  jeans,  a  market  that  Levi 
lusts  after. 

The  trouble  is,  overall.  Blue  Bell  sells 
only  three  pairs  for  every  five  sold  by  Levi 
Strauss.  It  has  been  learning — painful- 
ly— what  being  number  two  can  mean. 

While  Levi  Strauss  rode  through  the 
savage  retail  price  wars  of  the  past  year 
with  only  a  temporary  production  slow- 
down. Blue  Bell's  sales  flattened  and  its 
earnings  fell  sharply,  by  21%  in  the  first 
nine  months  of  fiscal  1978  and  another 
43%  in  its  most  recent  quarter.  Where 
Levi  was  able  to  use  its  powerful  market 
position  to  hold  wholesale  prices  in  the 
face  of  the  retail  price-cutting.  Blue  Bell 
was  not. 

Explains  Blue  Bell  President  L.  Kim- 
sey  Mann:  "Late  in  the  fall  three  of  our 
largest  customers  asked  us  for  price  sup- 
port. They  wanted  to  sell  Wranglers,  but 
they  simply  couldn't  take  all  the  loss  by 
themselves.  " 

So,  on  Apr.  8,  Blue  Bell  cut  the  whole- 
sale price  on  basic  heavyweight  men  s 
jeans  by  $1.50  to  $6.50.  But  some  of 
Blue  Bell's  retailers,  like  Wal-Mart 
Stores,  Inc.  used  the  wholesale  price 
cuts  to  make  even  deeper  retail  cuts. 
Says  Austin  Eriksson,  a  Wal-Mart  buyer: 
"We  were  at  $12.97  and  our  sales  were 
not  yet  where  we  wanted  them.  When 
Blue  Bell  cut  to  $6.50,  we  put  on  a  TV 
blitz  for  S9  jeans.  And  we're  going  to  do 
it  again — probably  for  $10 — in  this  back- 
to-school  season." 

And  in  spite  of  the  price  cut.  Blue  Bell 
gained  no  market  share  in  the  overall 
jeans  market,  which  has  slowed  from  a 
unit  growth  rate  of  about  14%  to  only  2% 
to  3%  a  year.  "Anybody  who  expects 


than  that  is  living  in  a 
says  Woolworth  buying 


faster  growth 
dream  world, 
director  H.L.  Hill. 

What  all  this  seems  to  mean  is  that  if 
anybody  is  going  to  take  a  beating  in 
jeans  it  isn't  going  to  be  Levi  Strauss.  So 
where  does  Blue  Bell  go  for  the  steady 
growth  it  has  so  long  expected?  It  has  no 
choice  but  to  go  after  the  market  share 


Trying  on  jeans  in  a  Wrangler  Wranch 
They  sell  well  if  the  price  is  right. 

held  by  private-label  brands,  most  of 
them  manufactured  abroad  in  such 
places  as  South  Korea,  Hong  Kong  and 
the  Philippines.  Not  unexpectedly, 
then.  Blue  Bell  is  calling  for  import  re- 
strictions— conveniently  ignoring  the 
fact  that  it,  like  Levi  Strauss,  has  big 
operations  overseas.  Says  Blue  Bell  Vice 
President  of  Marketing  Edwin  F.  Lucas: 


'We  would  like  to  see  our  government 
take  some  steps  to  protect  the  employ- 
ment of  textile  and  apparel  people  in  this 
country.  There  are  2V2  million  people  in 
this  industry  in  this  country  whose  jobs 
are  in  serious  jeopardy.  " 

But  don't  conclude  from  all  this  that 
Blue  Bell  is  over  the  hill.  The  company  is 
considerably  diversified — more  so  than 
Levi  Strauss.  Already  two-thirds  of  Blue 
Bell  s  sales  are  nonjeans.  Western-wear 
(minus  jeans)  and  sportswear  bring  in 
about  half  the  revenues,  work  clothing 
10%  and  footwear  2%,  though  combined 
they  account  for  less  than  half  the  com- 
pany's earnings. 

Then  there  is  Blue  Bell's  franchise 
business  with  its  Wrangler  Wranch  retail 
stores,  about  65%  of  whose  inventory  is 
from  Blue  Bell.  Plans  call  for  adding 
about  30  new  units  a  year.  The  group 
brought  in  over  $6  million  in  sales  last 
year,  and  was  Blue  Bell's  third-largest 
retail  account.  Of  course.  Wrangler 
Wranches  are  an  unknown  quantity  for 
the  future.  They  have  drawn  Blue  Bell 
into  two  new  businesses — retailing  and 
franchising — and  will  have  to  be  careful- 
ly managed. 

Overseas,  Blue  Bell  is  neck  and  neck 
with  Levi  Strauss  and  growing  at  about 
30%  a  year. 

At  home.  Blue  Bell  claims  a  slight 
edge  over  Levi  Strauss  in  labor  produc- 
tivity, Levi  being  substantially  unionized 
and  Blue  Bell  not.  Blue  Bell  s  smallish 
plants  (average  175  workers)  and  its 
small-town  southern  locations  have  dis- 
couraged trade  union  organizing.  This 
could  change  in  the  future,  but  for  now  it 
is  an  advantage. 

Beyond  this.  Blue  Bell  management 
has  carefully  husbanded  the  profits 
which  the  company  made  during  the 
glory  years.  Its  debt  is  modest  (about 
15%  of  total  capitalization)  and  the  com- 
pany has  plenty  of  cash.  So  what  if  Blue 
Bell's  earnings  are  down  this  year?  Is  a 
drop  fiom  $5.55  a  share  to  an  estimated 
$4.50  such  a  tragedy?  True,  Blue  Bell 
isn't  Levi  Strauss.  But  what's  so  bad 
about  being  plain  old  Blue  Bell?  Espe- 
cially when,  even  in  a  down  year  like 
1978,  you  can  earn  20%  on  stockholders' 
equity.  Isn't  Wall  Street  being  a  bit 
harsh,  pricing  such  a  stock  at  only  four 
times  current  year's  earnings?  ■ 
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©  Eastman  Kodak  Company.  1978 


Does  making  a  copy  mean  waiting  and 
waiting  in  line?  Chances  are  you  just  don't  have 
your  copiers  in  the  right  places.  Kodak  now  offers  six 
copier  models— a  range  of  choices  that  lets  you 
customize  your  installation.  We  can  assist  your  deci- 
sion-making with  an  advanced  computer  analysis 
of  needs.  It  is  completely  impartial  and  may  well 
result  in  the  suggestion  that  you  use  some  non- 
Kodak  machines.  It's  also  painless. 

Our  quality  is  called  the  best  in  the  busi- 
ness, Our  service  is  good  and  dependable.  You 
probably  can't  get  a  better  deal.  We'd  like  to  dem- 
onstrate for  you. 

Write:  A,  Angert,  Eastman  Kodak  Company, 
CD8484,  Rochester,  NY  14650 

Kodak  copiers— six  models.  They  con 

shorten  your  lines. 


Kodak  Ektaprint  150F  copier-duplicator 


Major  equipment  leasing... 

The  answer  is\fes. 


Yes. 


We  can  handle  major  equipment  leasing 
in  just  about  any  field  you  can  name: 
computers,  medical  equipment;  mining, 
oil  drilling,  and  construction  equipment; 


transportation  containers,  railroad 
rolling  stock;  and  of  course,  anything 
that  flies— executive  jets  to  DC-lOs. 


Yes. 


You'll  be  working  with  a  thoroughly 
qualified  financial  consultant,  from 
your  first  contact  with  us  right  through 
the  life  of  the  lease.  An  individual  with 
a  strong  financial  background,  including 


the  tax  aspects  of  leasing.  A  person  with 
a  thorough  knowledge  of  your  business 
or  industry,  and  the  equipment  to  be 
financed. 


Yes. 


You  can  expect  our  response  quickly. 
Usually  within  24  hours. 

Yes. 


We'll  wrap  up  the  deal  quickly  and 
simply.  Because  we  develop  information 
on  our  own  computerized  lease  analysis 
system.  And  since  we're  our  own  pri- 


mary source  of  capital,  the  approval 
process  is  direct  and  efficient,  without 
third  party  considerations. 


Yes. 


You  can  put  our  money  where  your 
need  is.  Wherever  your  business  calls 
for  major  equipment  leasing,  you're  just 
a  phone  call  away  from  the  Yes  People  at 
McDonnell  Douglas  Finance  Company. 


And  the  money  help  you  need.  Call  us 
in  Long  Beach  at  (213)  593-8471.  Or  write 
MDFC,  3855  Lakewood  Blvd.,  Long 
Beach,  CA  90846. 


THE  YES  PEOPLE 


Statistical  Spotlight 


Floating  Earnings 


The  Mexican  peso  was  devalued  in 
1976;  other  currencies  fluctuated  madly 
last  year;  and  in  each  case  quite  a  few 
companies  were  quick  to  point  out  their 
currency  translation  losses  to  their  stock- 
holders and  other  financial  publics. 
Didn't  really  mean  all  that  much,  they 
emphasized    quite    rightly,  one-shot 


deals,  certainly  not  reflecting  the  under- 
lying profitability  of  the  foreign  oper- 
ations. That  mean  old  FASB-8  had 
forced  them  to  include  the  losses  in  ordi- 
nary income  anyway. 

Well,  this  year  it's  the  U.S.  peso  that's 
falling  out  of  bed,  and  it  remains  to  be 
seen  whether  all  those  multinationals 


How  Much  From  Over  There? 

Quite  a  lot,  as  the  chart  below 
shows — up  to  $82  of  the  estimated  1978 
earnings  of  30  major  U.S.  corporations. 
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American  Standard 

53 

5.62 

42 

(.34) 

7.55 

38 

2.40 
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BankAmerica 

27 

2.71 

33 

.32 

3.25 

45 

.94 

Black  &  Decker 

21 

1.24 

58 

1.60 

55 

.60 

Carrier 

20 

2.26 

35 

.03 

2.76 

45 

.80 

CPC  Int'l 

51 

5.60 

62 

.10 

6.04 

60 

2.70 

Citicorp 

27 

3.05 

82 

(.05) 

3.50 

82 

1.16 

Coca-Cola 

46 

2.67 

58 

3.00 

60 

1.74 

Colgate-Palmolive 

21 

2.07 

63 

(.17) 

2.20 

61 

1.00 

Dow  Chem. 

26 

3.01 

35 

(.14) 

2.80 

50 

1.20 

Engelhard  Minerals 

25 

3.88 

57 

3.50 

55 

1.20 

Ford 

47 

13.08 

44 

(.16) 

11.60 

51 

3.60 

Gillette 

30 

2.65 

49 

(.31) 

3.10 

51 

1.50 

Gulf  Oil 

24 

3.86 

37 

(.10) 

4.02 

35 

1.90 

Hewlett-Packard 

90 

4.27 

41 

5.10 

49 

.60 

Ingersoll-Rand 

62 

5.83 

27 

(1.09) 

7.01 

35 

3.00 

IBM 

289 

18.30 

45 

.18 

20.00 

45 

11.52 

Int'l  Flavors 

27 

1.25 

56 

.02 

1.45 

56 

.56 

Int'l  Harvester 

39 

6.92 

36 

(.14) 

6.75 

33 

1.85 

ITT 

33 

3.99 

38 

.04 

5.00 

44 

2.00 

Johnson  &  Jhsn. 

87 

4.23 

47 

.01 

4.95 

48 

1.70 

3M 

61 

3.57 

32 

(.19) 

4.50 

33 

2.00 

NCR 

64 

5.09 

46 

(.15) 

6.00 

40 

1.00 

Occidental  Pet. 

21 

2.60 

61 

1.00 

66 

1.25 

Polaroid 

54 

2.81 

32 

.06 

3.58 

31 

.80 

Singer 

19 

4.03 

54 

(.42) 

4.13 

56 

.80 

Sperry  Rand 

48 

4.60 

51 

(.64) 

5.40 

40 

1.12 

Standard  Oil  (Calif.) 

43 

5.96 

57 

6.34 

55 

2.60 

Warner-Lambert 

29 

2.36 

38 

(.12) 

2.65 

40 

1.20 

Xerox 

62 

5.06 

35 

(.47) 

5.75 

50 

2.00 

t  per  share 

will  be  quite  so  emphatic  about  the  illu- 
sory nature  of  this  year's  currency  trans- 
lations. Why  the  possible  change?  Be- 
cause this  year  the  currency  fluctuations 
will  benefit  most  of  the  bottom  lines. 
Companies  with  major  operations  where 
the  local  currency  is  going  up  against  the 
dollar  stand  to  gain  some  very  nice  write- 
ups.  For  example,  one  analyst  was  esti- 
mating about  midyear  that  ITT  would 
enjoy  earnings  of  $5.25  a  share  this  year, 
up  about  $1.10  from  last  year's  $4.14. 
Ah,  but  75  cents  of  that  gain  was  going  to 
come  from  rising  marks,  francs,  yen  and 
what-have-you,  not  from  the  company's 
operations  per  se. 

(You'd  never  know  it  from  the  head- 
lines, by  the  way,  but  there  are  curren- 
cies here  and  there,  like  the  Canadian 
dollar,  that  are  even  weaker  than  the 
U.S.  dollar.  Unfortunates  operating  in 
those  countries  will  look  all  the  worse  by 
comparison  for  continuing  to  report  cur- 
rency losses.) 

What  are  these  estimates  really  worth? 
Not  much.  They  have  to  be  made  know- 
ing that  there  are  still  plenty  of  currency 
trading  days  left  in  this  year,  and  the 
currency  marts  are  in  the  grips  of  a  star- 
tling speculative  hysteria.  Such  things 
are  the  devil  to  predict,  which  is  why  so 
few  speculators  make  money:  Will  rising 
oil  imports  and  the  hundreds  of  billions 
of  eurodollars  overhanging  the  dollar 
plunge  the  buck  to  new  lows?  Or  will  the 
likelihood  of  an  improving  U.S.  trade 
balance  and  the  obvious  mismatch  be- 
tween U.S.  and  European  price  levels 
spark  a  gigantic  rebound?  Either  way, 
under  FASB-8,  second-half  earnings  will 
be  much  affected. 

Unfortunately,  some  of  the  biggest 
names  in  American  business  are  now  the 
object  of  such  guessing  games.  The 
stocks  listed  below  include  some  of  the 
more  prominent  names  for  which  earn- 
ings estimates  must  therefore  be  taken 
with  even  more  than  the  usual  grain  of 
salt.  Just  how  much  more  varies  with 
how  large  a  portion  of  expected  profits 
comes  from  foreign  operations.  The  esti- 
mates below,  developed  primarily  by 
Merrill  Lynch  and  Bache,  therefore  pro- 
vide a  rough  measure  of  their  exposure 
to  the  vagaries  of  the  floating  dollar  and 
to  the  mercies  of  the  speculators  and  the 
fearful  who  so  far,  at  least,  have  been  its 
principal  marketmakers  this  year.  ■ 


burned 
n^  business 
to  the  ground 

Thanks, 
America,  for 
helping  pay 

for  it"  —Anon. 


Arson  fires  cost  over  $1  billion  last 
year.  Who  pays  for  this  billion  dollar 
bonfire?  We  all  do. 

When  somebody  decides  to  put  a 
match  to  his  business  it  is  tough  to  prove. 
When  arson  for  profit  can't  be  proven,  the 
insurance  company  has  no  choice  but  to 
pay.  All  of  us  contribute  to  these  soaring 
damage  claims  by  paying  more  for  our 
own  property  insurance.  Because  insur- 
ance is  merely  sharing  a  risk  among  many. 

What  can  you  do  about  it? 

Help  to  have  arson  classified  as  a 
major  crime.  One  with  the  same  high 
priority  for  prosecution  as  robbery. 

Push  for  uniform  state  laws  on 
reporting,  deteaion  and  investigation. 
Laws  that  would  make  arson  harder  to  get 
away  with.  (Over  20%  of  all  fires  are 
thought  to  be  arson,  yet  only  l%-3%  of 
confirmed  arson  cases  result  in 
conviaion.) 

Work  for  programs  to  improve 
investigation  techniques  and  cooperation 
among  fire  fighters,  police  officers  and 
insurance  investigators. 

Write  to  state  officials. 

Tell  insurance  commissioners, 
police  and  fire  department  officials  that 
you  would  like  to  see  some  changes  made. 


Put  pressure  on  local  prosecutors 
and  encourage  them  to  get  involved. 

Let  people  know  you've  had  enough. 

Send  for  our  "Enough  is  Enough" 
consumer  booklet.  It's  full  of  information 
on  the  causes  and  the  pro's  and  con's  of 
some  possible  cures  for  high  insurance 
rates.  You'U  find  out  how  to  register  your 
views  where  they  count.  And  how  you  can 
help  hold  down  your  own  insurance  costs. 

Or  you  can  just  do  nothing  and 
figure  the  problem  will  go  away.  Of  course, 
if  it  doesn't,  better  keep  your  checkbook 
handy. 

Enough  is  Enough 

Write  The  St.  Paul  for  your 
"Enough  is  Enough"  booklet.  Or  contaa  an 
Independent  Agent  or  broker  repre- 
senting The  St.  Paul.  He's  in  this  with  you 
and  wants  to  help.  You'll  find  him  in  the 
Yellow  Pages. 

St.  Paul  Fire  and  Marine  Insurance 
Company,  385  Washington  St.,  Saint  Paul, 
MN  55102. 

Properly  &  Liability 
Insurance 


\JfBijrmr I I^GENT  J 

Serving  you  ihrough  Iniltpcndcnt  Agents.  Si.  Paul  Fire  ami  Marine  Insurance  Company/St.  Paul  Mercury  Insurance  Company/The  St.  Paul  Insurance  Company/ 
St  Paul  Guardian  Insurance  Company/The  St.  Paul  Insurance  C^ompany  of  Illinois:  Property  and  l  iability  Affiliates  of  The  St.  Paul  Companies  Inc..  Saint  Paul.  Minnesota  SSI()2. 


Faces  Behind  The  Figures 


Oihiiuti  Hii^h  lAidtkc 

Pennzoil  for  the  lamps  of  China? 


New  China  Hand 

FrcsFi  back  Irorn  Fckiti}^,  Fciirizoil  C'hair- 
rnan  lliij^h  Licdtkc  is  busily  (Iraftiii;^  a 
proposal  for  drilling  in  the  South  (Jiina 
Sea.  To  be  extra  helpful,  the  Chinese 
j^ave  Liedtke  a  look  at  previously  secret 
j^^eological  studies.  How  Feini/oil  will  be 
paid  isn't  clear,  but  this  breakthrough 
does  mean  (China's  new  leaders  are  seri- 
ous about  using  petroleum  revenues  to 
finance  ecoi>oniic  development. 

Something  else  is  clear,  too:  Even  in 
Marxist  economies,  knowing  the  right 
peo|)le  is  still  the  best  ticket  to  doing 
business.  Pennzoil's  cozy  position  with 
P<'king  stems  from  George  Busfi.  a 
Liedtke  partner  from  west  Texas  drilling 
days  and  later  head  of  Zapata  (^orp. 

An  oilman  turned  politician,  Bush 
knows  the  CJhinese  from  his  stint  as  Unit- 
ed Nations  ambassador  in  1971.  Huang 
Hua,  (China's  present  foreign  minister, 
was  then  his  counterpart.  Bush  cement- 
ed ties  with  Vice  Premier  Teng  Hsiao- 
ping  three  years  later  when  he  headed 
the  U.S.  diplomatic  outpost  in  Peking. 

Not  surprisingly.  Bush  invited  his  old 
friend  Liedtke  along  when  he  toured 
China  last  fall.  This  January,  Liedtke  was 
on  hand  again  whe^n  Peking's  visiting 
petroleum  minister  stopped  by  Bush  s 
Houston  home  for  dinner.  Result:  Hugh 
Liedtke  headed  the  list  in  May  when 
CJhinese  officials  (juietly  began  talks  with 
Pennzoil — as  well  as  with  l^xxon,  Phil- 
lips Petroleum  and  Union  Oil. 

There's  a  certain  logic  to  Pennzoil's 
Oriental  involvement.  Liedtke  is  a  savvy 
offshore  driller;  and  like  Armand  Ham- 
mer's C)ccidental  Petroleum  in  Libya, 


his  company  is  an  independent  that 
wouldn't  fiave  conflicting  interests  in 
bringing  in  a  major  new  international 
field.  Moreover,  Pennzoil  has  mining  ex- 
pertise that  could  help  the  C;hine.se;  and 
its  recent  drilling  contract  with  Brazil  is  a 
prototype  for  wangling  state-owned 
(  rude.  Still;  Wall  Street  doesn't  snifi  an 
l  arnings  gusher:  Governments  are  in- 
creasingly cagey  oil  negotiators,  and  the 
(.Chinese  are  probably  f>etter-tlian-avcr- 
age  bargainers. 

For  Liedtke's  part — beyond  the  pres- 
tige that  would  surely  accompany  a 
transpacific  oil  deal — Chinese  numbers 
pose  more  of  a  challenge  than  CJhinese 
oil.  His  $1.2-bilIion  company  is  among 
the  biggest  to  use  'full  cost "  accounting, 
and  Securities  6c  Hxchange  CJomrnission 
efforts  to  fnandate  the  "successful  ef- 
forts" method  for  drilling  activities  could 
reduce  stockholders'  etjuity  by  40%.  On 
top  of  that,  Pennzoil  earnings  slumped 
13%  in  the  first  half  of  1978,  in  part 
because  U.S.  government  price  controls 
kept  it  from  recovering  the  high  costs  of 
Gulf  of  Mexico  gas.  Such  troubles  make 
Chinese  overtures  a  nice  diversion — 
even  if  not  a  sure  prelude  to  profits.  ■ 


No  Rescue  Needed 

A  lot  of  foolishness  these  days  is  corning 
out  of  the  business  that  ought  to  be  one 
of  our  repositories  of  sanity  and  reason; 
book  publishing.  Wealthy  authors  like 


Herman  VVouk  and  John  Hersev  arc  rail- 
ing against  conglomerate  takeovers  while 
they  insist  on  the  sort  of  Hollywood-scale 
deals  oidy  conglomerates  readily  afford. 

Take  the  recent  stat<-ment  of  the  prin- 
cipals in  the  latest  publishing  merger, 
the  linking  of  Charles  Scribner's  Sons 
and  Atheneum:  "This  decision  is  the 
preferaf)le  alternative  to  the  current  ten- 
dency in  publishing  toward  takeover  by 
conglomerates.  " 

Nobody  seems  to  have  asked  Charles 
Scribner  Jr. ,  57,  and  Alfred  A.  (Pat)  Knopf 
Jr.,  60,  the  respective  chairmen,  how 
some  conglomerate  could  accjuire  two 
privately  owned  companies  without  the 
consent  of  their  owners.  The  answer,  of 
course,  is,  no  way.  What  they  should  have 
said  is  that  neither  is  cjuite  big  enongli 
these  days  to  afiord  its  own  warehousing, 
distribution  and  other  noneditorial  ser- 
vices. So  they  are  going  to  put  them 
together,  cut  out  the  fat  and  try  to  run  their 
own  separate,  literate  book-publishing 
operations  as  they  have  in  the  past. 

These  days,  with  maybe  $15  million  in 
annual  sales,  Scribner's  ranks  as  medi- 
um-sized, while  Atheneum's  S5  million 
puts  it  in  the  smallish  bracket.  Together 
they  will  hardly  be  more  formidable 
competitors  than  they  have  been  alone. 
But  both  have  been  making  enough 
money  to  allow  their  owners  to  live  the 
good  New  York  publishing  life  and  still 
publish  first-rate  and  occasionally  best- 
selling     books.     Combined     as  the 


Atheneum's  Pat  Knopf  and  Scribner  's  Charlie  Scrihner 


In  a  time  of  publishing  takeovers,  they  had  nothing  to  fear  but  themselves. 
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fBirell  lines. 
The  American-flag  line  on  the  move. 

Growwith  us. 

We  never  stop  widening  our  horizons. 


At  Farrell  Lines,  we're  proud  that  our  52-year  history 
reflects  dynamic  growth.  And  1978  has  been  the  most 

dramatic  growth  year  of  all.  When  we  ^  

acquired  American  Export  Lines,  we 
increased  our  fleet  and  added  new 
routes,  destinations  and  services. 

Now  we  serve  ports  on  five  conti- 
nents. From  North  American  ports,  we 
continue  to  reach  Africa  and  Australasia. 
Our  new  American  Export  Lines  Service 
reaches  Europe  and  Asia. 

Our  fleet  has  grown  by  150%.  We 


Services  between  U.S.  ports  and 


'A 


have  breakbulk.  container.  LASH  and  RoRo-type  ships - 
every  one  built  and  manned  by  Americans. 

 ^  Our  new  schedule  includes  more 

than  200  sailings  a  year,  and  we  sail  from 
all  four  coasts  of  the  United  States.  WeVe 
got  the  right  service  to  the  right  place  at 
the  right  time.  So  next  time,  go  with  us. 


Australia. 
New  Zealand. 
S.  Pacific  Islands. 
East  Africa. 
South  Africa 
and  West  Africa. 


United  Kingdom. 
North  Europe. 
Mediterranean. 
Middle  East. 
South  Asia 
and  the  Far  East 


NCORPORATED 


One  Whitehall  Street.  New  York,  NY  10004 


Faces  Behind  The  Figures 


Scribnc-r's  Book  Cos.,  they  should  make 
inort-  money. 

With  due  respect  to  tlie  estimable 
Messrs.  Sciibtier  and  Knopf,  commer- 
eialism  in  publishing  isn't  really  the  is- 
sue. After  all,  in  the  18th  century,  print- 
ers became  publishers  by  paying  writers 
such  as  Samuel  Johnson  and  Oliver 
Goldsmith  to  write  stuff  they  could  print 
and  hawk  in  the  streets.  Neither  are 
takeovers  by  big  corporations  the  real 
issue.  (Jongloinerate-controlled  publish- 
ers put  out  worthwhile  books  and  read 
unsolicited  manuscripts  by  unknowns  as 
much  as  any  others.  CJonglomerates, 
after  all,  know  all  about  risk-taking  and 
research-and-development,  which  is 
what  that  kind  of  publishing  is. 

As  for  those  holier-than-thou  authors, 
how  can  they  demand  the  kind  of  ad- 
vances and  promotion  that  oidy  a  con- 
glomerate can  provide  and  yet  complain 
because  conglomerates  are  moving  into 
the  publishing  business?  ■ 


Double  Dribble 

When  George  B.  Munroe  played  pro 
basketball  in  the  late  1940s,  the  game 
was  <iuite  diUerent.  Instead  of  today's 
freewheeling  run-and-gun  style  of  game, 


Munroe  of  Phelps  Dodge 


What  price  copper? 


basketball  was  then  a  game  of  control. 

Now  chairman  of  Phelps  Dodge,  the 
number-two  domestic  copper  producer, 
the  .56-year-old  .Munroe  still  plays  a  con- 
trol game.  Unlike  industry  leader  Ken- 
necott  Copper,  Ph<'Ips  Dodge  cHd  not 
link  its  prices  to  New  York's  Commodity 
Exchange,  Inc.  Instead,  its  new  price 
structure  offers  customers  an  option  at 
the  time  they  order.  They  can  buy  for 
the  current  or  succeeding  month  at  the 
l)rice  Phelps  Dodge  is  then  ((noting,  if 
they  think  the  market  is  rising.  Or  they 
can  place  an  order  without  a  price  and 
pay  the  (juoted  price  at  time  of  delivery, 
if  they  think  the  price  will  drop.  In  ei- 
ther case,  Phelps  Dodge  prices  are  its 
own,  not  those  of  (JOMF.X. 

It's  certainly  no  secret  that  copper 
prices  have  been  low,  thanks  to  a  world- 
wide glut.  Phelps  Dodge,  because  it  is  a 
lower-cost  producer  than  Kennecott,  has 
suffered,  but  somewhat  less.  And  it's 
that  control  of  costs  that  allows  Munroe 
to  play  his  control  game. 

"We  have  to  remain  competitive,  " 
says  the  Dartmouth  (.'ollege-  and  Har- 
vard Law  .School-educated  Rhodes 
Scholar,  "but  we  did  not  see  fit  to  relin- 
(juish  totally  our  control  over  our  own 
prices.  The  forces  of  the  marketplace  are 
sometimes  subject  to  vagaries  and  specu- 
lative instincts.  " 

The  new  price  structure,  says  Mun- 
roe, is  a  response  to  competitor  Kenne- 
cotf's  ])ricing  move  and  competition  from 
the  metals  traders  and  speculators.  "The 
metal  merchants,  operating  in  large 
measure  with  imported  copper,  were 
making  significant  inroads  in  the  domes- 
tic market,  "  he  says. 

The  copper  producers  ari'  still  hurt- 
ing, of  course,  from  the  extraordinarily 
weak  second  half  Of  last  year.  The  past  12 
months  saw  Phelps  Dodge  earn  a  mere  9 
cents  a  share  (after  a  strike-related  loss  of 
$1.16  in  last  year's  third  (juarter)  while 
Kennecott  was  losing  5  cents  a  share. 
But  things  are  looking  up.  Munroe  says 
inventories  are  douu,  and  both  demand 
and  jjrices  are  strengthening. 

During  his  two  years  in  the  National 
Basketball  Association  (a  year  each  with 
the  Boston  Celtics  and  the  now-defunct 
St.  Louis  Bombers)  Munroe  scored  48.5 
points.  Maybe  his  new  pricing  policy  can 
score  some  points,  too.  ■ 


A  Heavy  Thumb  Index 

When  Michael  L.  White  began  his  busi- 
ness career  20  years  ago  slicing  salami  in 
his  father's  delicatessen,  he  was  already 
lusting  after  the  big  money.  He'd  have  a 
million,  he  hoped,  in  11  years.  But  his 
sights  were  somewhat  distorted,  jirob- 


Sjnndcx  C'hairnuin  U  /nVr 


At  long  last,  a  cool  million. 

ably  because  he  was  only  ten  at  the  time. 
Now,  at  30,  it  looks  like  he  has  it.  Spin- 
dex  Corp.,  publisher  of  pocket-size, 
thumb-indexed  dictionaries,  address 
books  and  similar  stationery  store  items, 
he  claims,  will  gross  around  $10  million 
this  year  and — how's  this  for  margin — 
earn  upwards  of  $3  million  pretax.  And 
Michael  White,  its  chairman,  owns  40% 
of  the  company. 

Before  White  latched  on  to  a  printing 
engineer  who  had  a  process  for  turning 
out  thumb-indexed  books  at  the  rate  of 
100,000  a  day,  he  tried  a  shortcut  or  two. 
At  16,  he  was  a  hotshot  encyclopedia 
salesman,  a  trade  noted  for  an  ennobling 
product  sold  through  sleazy  methods. 
From  there,  the  lad  moved  up — or 
down — to  selling  aluminum  storm  win- 
dows and  siding,  a  process  that  some- 
times makes  encyclopedia-selling  seem 
charitable  in  comparison.  Next:  packag- 
ing and  selling  what  he  claims  he  be- 
lieved was  dietetic  candy.  "  I  figured 
there  were  lots  of  fat  people  who  wanted 
to  eat. sweet  candy,"  he  says.  'I  found 
the  more  I  charged,  the  more  they 
would  buy. 

The  business  took  off,  until  his  product 
attracted  the  attention  of  investigators 
from  the  Food  &  Drug  Administration. 
With  the  innocence  of  a  skilled  encyclo- 
pedia salesman.  White  says,  "It  turned 
out  that  the  candy  didn't  have  5  calories  of 
sugar  in  it,   but  .30.   I  tried  to  get  it 
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Marley? 

They  make  cooling  toweis. 


Layne-Western 
Company  Inc. 
leaders  in  developing 
ground  water  supply. 


^  Try  groundwater  hydrology,  water 
■^'^Iflw'  well  drilling,  pumps,  deaeration 
^M%MM»9  equipment,  shell  and  tube  heat  ex- 
changers, water  and  waste  water  treatment  equip- 
ment, or  air-cooled  heat  exchangers. 


You're  still  right.  Because  Marley's  world  is  growing. 
Growing  to  create  a  balanced  corporate  base  that 
can  withstand  the  impact  of  cyclical  market  activity. 

Through  a  program  of  internal  growth  and  acquisi- 
tion. The  Marley®  Company  and  its  seven  operating 
companies  now  provide  a  broad  product  mix  for  the 
industries  that  silently  touch  each  and  every  one  of 
us:  from  electric  generating  to  petroleum  refining 
and  petrochemicals,  from  chemical  processing  to 


agriculture,  and  from  a  continuing  and  abundant 
supply  of  fresh  water  to  the  temperature  of  the  office 
you're  sitting  in. 

Each  of  Marley's  operating  companies  has  a  long 
record  of  proven  leadership  in  its  particular  field  as 
well.  Respected  names  like  Chicago  Heater  Com- 
pany, Inc.;  Engineers  and  Fabricators,  Co.  (EFCO).; 
General  Filter  Company;  Layne  &  Bowler,  Inc.; 
Layne-Western  Company,  Inc.;  Marley  International, 
Inc.;  and  The  Marley  Cooling  Tower  Company.  All  a 
part  of  Marley's  new  world. 

Sure,  we're  still  the  ^ 

cooling  tower  people.  ^|\/|iXRL EYh 

But  now  we're  even  ^^wlr^n 

more.  ^   -^cgrs 


The  Marley  Connpany,  Corporate  Headquarters— 5800  Foxridge  Drive— Mission,  Kansas  66202 


Faces  Behind  The  Figures 


reformulated,  but  it  didn  t  taste  good." 

So  he  moved  on  to  buying  TV  time  for 
ad  agencies,  produced  a  late-night  rock 
talk  show  that  folded  after  eight  months 
and — along  the  way — married  into  a 
wealthy  real  estate  family  and  dabbled  in 
real  estate. 

Then  White  stumbled  onto  Arthur 
Friedman,  the  printing  engineer,  and 
started  Spindex  with  $350,000  of  his 
own,  $1.5  million  of  borrowed  money 
and  $750,000  from  Friedman.  Needless 
to  say.  White  s  aggressive  marketing  ex- 
perience has  helped  make  the  business 
go.  So  have  the  60%  gross  margins  Spin- 
dex offers  to  retailers,  who  he  hopes  will 
show  their  gratitude  when  Spindex  kicks 
off  a  $2-million  ad  campaign  featuring 
Phyllis  Diller.  He's  looking  for  a  40% 
boost  in  volume.  "Think  of  all  the  things 
we  can  market  using  our  patented  index 
process,"  says  Michael  White,  thinking 
of  all  the  things.  ■ 


A  Bit  Of  Perspective 

Richard  Merrill,  47,  chose  an  odd  meta- 
phor to  describe  his  new  job  as  president 
of  Houston's  biggest  bank.  First  City 
National  Bank  of  Houston.  Referring  to 
his  move  from  the  top  job  at  the  big 
southwestern  headquarters  of  Prudential 
Insurance  Co.  of  America,  he  says,  "It's 
nice  to  be  repotted  once  in  a  while.  " 

Maybe  so,  but  the  competition  his 
bank  (assets,  $4.3  billion)  faces  from  its 
slightly  smaller  rival,  Texas  Commerce 
Bank  (assets,  $4  billion),  and  others  in 


Merrill  of  First  City  National 


Texas  bank  competition  heats  up. 


the  state  would  have  made  a  carniverous 
analogy  more  appropriate.  Chairman 
Ben  Love  of  Texas  Commerce  Banc- 
sharfes  is  aiming  for  heights  to  match  the 
70-story  building — Texas  Commerce 
Plaza — he  kicked  off  in  Houston  last  July 
with  a  Lone  Star-studded  cocktail  party. 
When  it's  done,  the  building  will  be  15 
stories  higher  than  any  other  in  town. 
Until  somebody  builds  a  taller  one,  of 
course. 

Love's  bank  holding  company  is  al- 
ready bigger  than  First  City  National's, 
and  Texas  Commerce  Bancshares'  return 
on  equity  has  outpaced  First  City  Ban- 
corp's  16%  to  14.4%  over  the  last  three 
years.  Presumably,  Merrill  will  be  ex- 
pected to  close  this  profitability  gap. 

First  City's  Merrill  says,  "I  have  a 
heavy  reading  schedule,  "  meaning  he 
has  a  lot  to  learn  about  banking.  But  that 
may  not  be  such  a  problem,  because  Nat 
S.  Rogers,  whom  Merrill  replaced  at  the 
bank,  still  runs  the  overall  banking  oper- 
ation as  president  of  the  holding  com- 
pany. In  his  six  years  in  Houston  with 
Prudential,  California-born  Merrill  has 
gotten  to  know  everybody  who  counts  in 
Houston  business,  and  that's  what 
counts  in  banking  as  well  as  in  insurance. 
A  bank,  after  all,  was  not  where  arch 
rival  Ben  Love  learned  to  compete.  Un- 
til 16  years  ago,  he  manufactured  gift- 
wrappings,  and  look  how  he's  doing.  ■ 


Staving  Off  Oblivion 

For  the  better  part  of  its  hundred-year 
history,  Keuffel  &  Esser  Co.  was  a  classy 
little  outfit  that  made  slide  rules,  survey- 
ors' equipment  and  drafting  tools  and 
materials.  Nobody  did  it  better;  K&E 
was  the  name  wherever  people  drew 
plans  for  almost  anything.  But  by  the 
time  Thomas  R.  Nye  had  worked  his  way 
up  to  president  and  CEO  in  1970,  the 
company  seemed  to  have  little  left  but  its 
reputation. 

The  hand-held  calculator  was  begin- 
ning its  assault  on  the  slide  rule.  Elec- 
tronic measuring  would  soon  be  moving 
into  the  field  of  transits  and  levels  that 
surveyors  had  used  for  centuries.  These 
developments  weren  t  just  healthy  com- 
petitors. They  were  the  automobile 
against  the  horse. 

But  don't  look  for  the  classic  turn- 
around story  here.  It  may  finally  come, 
but  Nye  and  K&E  are  nowhere  near  it. 
Not  that  he  hasn't  tried  and  even  suc- 
ceeded to  some  degree.  In  fact,  K&E. 
whose  name  was  always  bigger  than  its 
business,  will  have  its  first  $IOO-million 
sales  year  in  1978.  And  earnings  are 
running  54%  ahead  of  last  year.  Even  so, 
the  estimated  $2  million  net  this  year  is 


Keujfel  ij  Esser' s  Thomas  R.  Nye 


Can  electronics  save  a  great  name? 

peanuts;  in  1966,  on  sales  of  only  $52 
million,  the  company  netted  $3  million. 

Nye,  50,  is  a  financial  man  with  a 
Harvard  M  B.  A.  and  a  stint  as  a  manage- 
ment consultant  before  he  joined  K&E 
as  an  assistant  treasurer  in  1959.  In  1970, 
when  he  took  over,  the  company  lost 
$2.5  million.  He  had  to  do  something 
fast,  and  he  has  done  a  lot,  to  some  avail. 

K&E  had  been  marketing  some 
12,000  products  of  its  own  and  others 
through  a  fat  catalog  that  was  the  bible  of 
the  field.  Nye  cut  out  more  than  one- 
third  of  the  items.  He  began  distributing 
other  makers'  calculators  and  small  com- 
puters. He  restructured  manufacturing. 
And  he  bought  79%  of  Laser  Systems 
and  Electronics,  Inc.  to  get  into  elec- 
tronics; as  a  result  K&E  now  has  "Vec- 
tron" — a  device  that  does  surveying  with 
a  built-in  microprocessor.  "If  you  look  at 
that  instrument,  "  Nye  says,  "I  hope  it 
says  something  different  to  you.  " 

It  had  better  say  it  to  somebody,  be- 
cause K&E  still  has  lots  of  problems.  A 
facility  built  in  Belgium  in  1975  has  yet 
to  break  even.  Problems  in  a  plant  in  San 
Antonio  are  eating  up  capital. 

About  the  only  thing  that  has  kept 
K&E  from  being  swallowed  by  a  richer 
company  is  that  one  of  its  biggest  stock- 
holders backed  Nye  against  other  share- 
holders who  wanted  to  sell  out  to  Mo- 
hawk Data  Sciences.  Nye  has  a  reprieve, 
but  not  a  rescue,  unless  he  can  turn 
K&E's  sales  growth  into  earnings.  Mean- 
while, its  shares  are  selling  at  half  of 
book  value,  tasty  bait  for  predators.  ■ 
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The  public 
be  damned! 


William  H.  Vanderbilt  said  it 
...and later  wished 
he  had  bitten  his  tongue. 


A  corporation  head  who  said 
that  today,  would  have  his 
head  handed  to  him.  Today, 
companies  must  talk  to  a  vast 
and  totally  new  audience— 
in  a  totally  new  way. 

Laissez-faire  —  companies 
doing  what  they  jolly-well 
pleased— may  have  been  fine 
long  ago.  In  those  days,  in- 
dustry answered  to  no  one. 

Today— the  story  is  dif- 
ferent. Industry  must  answer 
not  only  to  the  government... 
it  must  answer  to  everyone. 

The  New  "Corporate" 
advertising. 
Precisely  because  the  public 
won't  be  damned,  it  is  the 
public  itself  that  you  must 
reach— persuasively,  truthful- 
ly, in  a  "people"  tone  of  voice. 
So  today  many  companies  ap- 
ply this  logic: 

1 .  You  never  know  where  you  will 
need  friends  tomorrow.  Make  them  now. 

2.  Corporate  advertising  should  try 
to  make  friends  among  millions. 

3.  You  stand  the  best  chance  of 
making  friends  among  reasonable, 
open-minded  people. 

4.  Especially  when  you  catch  them 
in  a  friendly  mood,  prepared  to  believe 
what  you  have  to  say. 

Reader  s  Digest,  alone,  offers  a  spe- 
cial forum  of  millions  upon  millions  of 
especially  thoughtful  and  intelligent 
people.  (The  Digest  reaches  45%  of  all 


adults  who  belong  to  civic  clubs;  46% 
of  all  who  wrote  an  elected  official.) 

We  would  like  to  tell  you  more 
about  how  to  put  your  corporate  mes- 
sage before  the  most  important  au- 
dience you  have  in  America:  Ours. 

Reader's 
k^Digest 

The  place  to  make  friends 
for  your  company. 


The  search  for  oil 
led  to  a  new  concept  in  cranes. 


shown  licrc  ciri.-    ol  ilic  more  ih.in  70  liutyrus  I  nc  iiidriiu-  cranes  instdlloil  on  Norlli  S<.\i  oil  produilion  Idcililics 

Creative  engineering  like  this 
makes  Bucyrus-Erie  a  leader. 

Bucyrus-I>ie  marine  cranes.  A  new  kind  of  crane  designed  to  match  the 
special  needs  of  platform  rigs,  drill  ships,  and  semi-submersibles.  They're 
tough,  lightweight,  powerful.  And  there  are  more  of  them  at  work  on  North 
Sea  rigs  than  any  other  make. 

Using  unique  A-frame  and  boom  designs.  B-E  engineers  were  able  to  build 
exceptional  far-reach  lifting  capacity  into  these  cranes,  while  shrinking  the 
size  of  deck  housing  and  counterweight.  This  meant  hundreds  of  square 
feet  of  precious  deck  area  saved,  and  the  elimination  of  tons  of  installed 
weight.  Sea  conditions  often  demand  lifting  loads  quickly;  Bucyrus-Erie 
cranes  feature  all-hydraulic  power,  delivering  high  line  speed  and  line  pull 
under  smooth,  precise  control. 

Bucyrus-Erie  marine  cranes  are  now  ready  for  the  next  round  of  offshore 
duty,  wherever  the  search  for  energy  leads.  For  information,  write  on  your 
letterhead  to  Bucyrus-Erie  Company.  Department  MP.  South  Milwaukee, 
Wisconsin  53172. 


BUCYRUS-ERIE 


BUCYRUS  ERIE 


Money  And  Investments 


The  Economy 


The  World's  Greatest  Bargain 


We  often  disagree  with  President  Carter,  but  we  think  he's 
right  about  foreign  exchange  markets  ignoring  the  "real  im- 
provement"  in  the  U.S.  trade  balance.  It's  never  wise  to  fight  a 
market  trend,  so  it  is  probably  dangerous  to  be  long  the  dollar 
for  the  short  term;  but  if  you  can  look  out  six  months  or  so  you 
can  virtually  bet  your  last  Krugerrand  that  the  Swiss  franc  will 
be  selling  for  a  lot  less  than  the  present  63  cents  this  time  in 
1979.  The  same  goes  for  the  German  deutsche  mark,  the 
English  pound,  the  French  franc  (but  maybe  not  the  Japanese 
yen,  which  seems  headed  for  the  stratosphere). 

Those  panicky  traders  who  have  been  dumping  dollars  are 
closing  their  eyes  to  some  very  obvious  facts — one  being  that  the 
U.S.  balance  of  trade  is  already  starting  to  improve  and  is  certain 
to  improve  further  over  the  rest  of  this  year  and  early  next. 

There  are  two  basic  reasons  for  being  optimistic  on  trade: 

•Cheaper  dollars  make  U.S.  goods  more  competitive 
abroad,  though  with  a  substantial  lag.  The  effect  of  the  nearly 
11%  drop  in  the  dollar's  trade-weighted  value  (using  February 
1973  base)  since  last  fall  should  be  felt  strongly  this  fall. 

•The  U.S.  economic  growth  rate,  which  has  been  substan- 
tially higher  than  that  of  most  other  industrial  nations,  is 
slowing  down  just  as  the  others  are  speeding  up  a  bit.  This 
narrower  differential  should  mean  relatively  less  demand  for 
imports  here  and  more  demand  for  U.S.  exports  abroad. 

The  trade  turnaround  that  is  under  way  won't  likely  produce 
a  surplus  any  time  soon,  but  the  merchandise  trade  deficit 
might  well  get  down  to  the  point  that  it  is  smaller  than  our  still- 
sizable  surplus  in  services.  Then  the  U.S.  would  have  balanced 
its  so-called  "current  account,  "  the  number  on  which  most 
rational  foreign  exchange  specialists  focus. 

Each  time  there  has  been  a  major  drop  in  the  dollar,  a  spate 
of  impatient  analyses  have  been  published  saying  that  it  isn't 


making  any  difference  in  trade.  U.S.  exporters  are  depicted 
happily  raking  in  their  suddenly  higher  profits  (in  dollar  terms) 
instead  of  cutting  prices  and  gaining  a  competitive  edge.  At  the 
same  time,  the  usual  analysis  runs,  producers  of  goods  des- 
tined for  the  U.S.  manfully  accept  lower  margins  to  keep  up 
their  volume.  And  if  the  foreign  exports  do  raise  their  prices  in 
the  U.S.,  their  American  competitors  just  hike  their  prices, 
too,  so  that  import  volume  does  not  fall. 

Hooey.  The  world  just  doesn't  work  like  that — at  least  not  in 
a  country  like  the  U.S.  in  which  the  total  trade  sector  is  small 
relative  to  the  entire  economy.  Sure,  Detroit  has  raised  the 
prices  of  some  of  its  small  cars  as  the  prices  of  the  import 
competition  have  gone  up.  But  Japanese  car  sales  have  still 
slumped  from  14%  of  the  market  last  January  to  9%  in  July. 

As  for  differing  growth  rates:  Last  year  in  the  U.S.  real 
output  rose  4.9%,  double  Germany's  2.4%  and  substantially 
more  than  the  3.6%  average  for  all  industrial  nations.  (Japanese 
output  also  grew  5.1%  because  of  a  massive  jump  in  exports 
while  its  domestic  demand,  the  key  to  import  levels,  grew 
much  less.)  Now  U.S.  GNP  probably  is  on  a  3'/2%  or  so  growth 
track,  only  slightly  more  than  other  industrial  economics. 

The  trade  deficit  dropped  from  an  annual  rate  of  $38.7 
billion  in  the  first  quarter  to  a  $26.7-billion  rate  in  the  second, 
almost  precisely  the  same  level  as  for  1977.  Significantly,  the 
big  improvement  came  in  exports,  with  machinery  and  trans- 
port equipment  particularly  strong.  Exports  will  keep  growing, 
while  import  growth  is  already  slowing. 

By  year's  end,  the  deficit  could  be  down  close  to  a  $15- 
billion  rate,  or  perhaps  a  little  higher,  with  more  improvement 
still  on  the  way.  What  will  the  foreign  exchange  boys  have  to 
say  about  that?  Will  we  have  a  buying  panic  in  the  dollar  like 
the  one  we  recently  had  in  the  stock  market?  ■ 


The  Trade  Gap  Begins  To  Narrow 


Since  February  U.S.  exports  have  been  on  a  new,  faster  deficit  by  year's  end  as  the  dollar's  fail  makes  American 
track.  Imports  have  been  rising  less  rapidly,  too,  partly  goods  more  competitive  and  as  U.S.  economic  growth 
because  of  lower  oil  needs.  Look  for  a  much  smaller    slows,  easing  demand  for  imports. 


^  I  I  I  \  I  \  I  \  I  I  1  1  1  1  1  1  I  I  I  I  I  I  i  I  I  I  I 

'73  '74  '75  '76  '77  '78 

'Seasonally  adjusted  annual  rates,  1973-77  Quarterly;  1978  Monthly.  Source:  Commerce  Dept.;  all  figures  Census  -  based  (F  A  S  ) 
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Bargains  In  Bonds 


By  Ben  Weberman 

.  .  Some  of  these  are  juicy  yields  and  you  can 
thank  a  nervous,  emotional  market  for  them  .  .  . 


I  he  bond  market  these  days  is  as 
emotional  as  the  stock  market  when  it 
comes  to  reacting  and  overreacting  to 
news.  All  of  which  spells  opportunity  for 
clearheaded  investors  and  speculators. 
Take  what  happened  after  the  passage  of 
the  Jarvis-Gann  initiative — Proposition 
13 — in  California.  Prices  of  a  good  many 
California  bond  issues  dropped  sharply, 
frequently  for  no  reason  other  than  sheer 
panic.  Most  of  these  issues  have  since 
recovered  in  price,  but  some  of  them  are 
still  relative  bargains. 

The  good  bonds  suffered  along  with 
the  not-so-good.  San  Bernardino  rede- 
velopment bonds,  for  example,  fell 
sharply.  The  7.20s  of  Mar.  1,  2005  were 
trading  at  97'/2  in  late  April,  hit  a  low  of 
85  around  the  time  of  the  amendment's 
passage  and,  by  early  August  were  back 
to  9378  and  rising  in  a  strong  market. 

Jarvis  was  only  for  starters.  Oregoni- 
ans  will  vote  in  November  on  a  proposed 
constitutional  amendment  designed, 
also,  to  restrain  local  government  oper- 
ational and  capital  expenditures.  In  Or- 
egon the  proposal  goes  under  the  name 
of  the  Whittenberg  initiative.  The  re- 
sponse by  Moody  s  Bond  Survey  was  to 
suspend  ratings  on  six  urban  renewal 
projects  that  have  hitherto  carried  a 
quality  tag  of  "A.  " 

Most  of  the  Oregon  issues  are  closely 
held,  so  there  is  not  much  trading  or 
price  movement  in  them,  but  bond  ex- 
perts say  a  new  issue  of  this  type  would 
carry  an  additional  30  basis  points  (that 
is,  0.3%)  of  yield,  simply  because  of  the 
association  with  taxes. 

California  issues  affected  by  the  budget 
revolt  are  much  more  numerous  and  ac- 
tive. Certain  ones  are  better  credit  risks 
than  others,  but  the  market's  first  reac- 
tion was  to  clobber  all  tax -associated  Cali- 
fornias.  This  was  reflected  in  the  behavior 
of  the  Standard  &  Poor's  bond  quality 
raters.  Their  first  reaction  was  to  suspend 
all  ratings.  After  second  thoughts,  on 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 

i  


Aug.  12  S&P's  said  in  its  weekly  Fixed 
Income  Investor  that  it  would  restore 
some  ratings  soon.  The  most  immediate 
beneficiaries  would  be  lease-rental  and 
general-fund  obligations,  because  it  will 
be  possible  to  obtain  worthwhile  analyt- 
ical information.  Tax-allocation  bonds  are 
a  different  matter,  S&P's  says.  "The  po- 
tential financial  status  of  many,  but  not 
all,  of  these  issuers  is  simply  unassessable 
at  this  time.  "  Ratings  of  special-assess- 
ment district  bonds  will  be  suspended  for 
an  even  longer  time  b\  S&P  s  because  of 
continuing  failure  to  clarify  the  status  of  a 
special  tax  that  has  been  the  basis  for 
ratings  in  the  past.  "A  clear  legal  decision 
exempting  the  special  tax  from  the  1% 
property  tax  limitation  would  seem  es- 
sential before  new  ratings  could  be  as- 
signed, '  says  S&P's. 

Let's  consider  coolly  what  the  Jarvis 
initiative  means.  According  to  the  Public 
Securities  Research  Department  of  Loeb 
Rhoades,  Hornblower  &  Co.,  it  lowers 
the  California  local  property-tax  rate  to  a 
maximum  of  1%  of  full  cash  value  rolled 
back  to  the  1975  assessment,  plus 
enough  extra  to  assure  debt  service  on 
voter-approved  obligations.  Succeeding 
adjustments,  under  Jarvis,  allow  for  a  2% 
maximum  annual  increment  with  a  cou- 
ple of  exceptions.  The  rollback  to  1975 
and  the  2%  inflation  adjustment  mean 
that  some  taxpayers  will  find  their  bills 
cut  from  $11  per  $1,000  to  $4. 

Robert  Downing,  first  vice  president, 
Loeb  Rhoades,  warns  investors  not  to 
sell  during  a  confusing  period — even 
though  tax-allocation  bonds,  for  exam- 
ple, seem  to  be  left  out  in  the  cold. 

The  major  judgment  is  to  decide 
whether  there  is  enough  cash  to  carry 
the  community  until  a  new  plan  of  debt 
action  has  been  put  in  place.  In  this 
respect,  Loeb  Rhoades  Downing  likes 
Burbank,  Industry  City,  Inglewood, 
Merced,  Riverside  and  San  Bernardino 
redevelopment  bonds,  among  others. 
Downing  and  Edwin  A.  Roginski,  his 
director  of  public  securities  research, 
have  come  up  with  numbers  showing 


that  Burbank  has  an  anticipated  cash 
flow  that  can  safely  carry  the  Series  A 
and  Series  B  bonds  through  the  special 
redemption  date  of  Jan.  1,  1984.  Here 
are  a  few  issues  Downing  likes: 

Burbank  redevelopment  7.65%  bonds 
due  July  1,  2005,  now  selling  at  102, 
returning  about  7.6%. 

Industry  City  has  three  series  of  Proj- 
ect bonds  outstanding.  The  Project  3 
issue  has  a  high  level  of  capitalized  inter- 
est. These  7y2S  of  2(K)8  yield  7.6%.  With 
maturities  deferred  to  1982  and  a  reserve 
and  capitalized  interest  big  enough  for 
two  years,  "staying  power  is  at  least  four 
years  and  three  months.  " 

Merced  Project  2  bonds  may  experi- 
ence a  sharp  cutback  in  revenues,  but 
there  is  enough  cash  on  hand  to  cover 
more  than  five  years  requirements.  The 
Merced  7.85s  of  2008  are  priced  at  100  to 
yield  7.85%. 

Some  of  these  are  juicy  yields  and  you 
can  thank  a  nervous,  emotional  market 
for  them.  Similarly,  there  are  still  good 
values  in  some  New  York  State  issues 
because  laz\  investors  won  t  or  can  t  dis- 
tinguish between  the  state  and  the  city. 
Consetjuently,  issues  like  the  New  York 
State  Dormitory  Authority  revenue 
bonds  to  finance  City  University  or  com- 
munity college  facilities  lie  unwanted  at 
high  yields,  even  though  they  have  what 
amounts  to  a  100%  state  guarantee. 

These  dormitorx  bonds  are  payable 
out  of  lease  rental  payable  from  student 
fees  plus  equal  appropriations,  if  neces- 
sary, from  New  York  State  and  the  City 
of  New  York.  Most  important,  however, 
is  that  these  securities  have  a  first  lien  on 
per-capita  state-aid  payments  from  man- 
dated debt-service  reserxe  funds  that  is 
at  least  equal  to  the  maximum  annual 
debt  service. 

A  typical  New  York  State  Dormitory 
Agency-City  University  bond,  such  as 
the  7'/8S  of  2007,  trades  around  99Vi  to 
yield  7.16%.  That's  a  pretty  sharp  tax- 
free  return,  especially  for  a  New  Yorker 
who  would  benefit  from  both  federal  and 
state  tax  exemption  of  the  interest.  ■ 
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Do  60,000  Value  Line  subscribers  l<now  sometliing  you  don 't 
know  about  investing?  Perhaps,  if  you  're  not  yet  aware  of. . . 

Stock  Seiection 
that  works  like  this 


Every  single  week  The  Value  Line  investment 
Survey  ranks  1700  stocks — each  relative  to  all  the 
others — for  Probable  Price  Performance  in  the 
Next  12  Months. 

1 00  stocks  are  ranked  1  (Highest) 
300  stocks  are  ranked  2  (Above  Average) 
900  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below  Average) 
1 00  stocks  are  ranked  5  ( Lowest) 
The  intent  of  the  ranking  system  is  not  to  try  to 
tell  you,  in  absolute  terms,  which  stocks  will  go  up 
and  which  down  in  the  months  ahead.  Rather,  the 
ranks  are  aimed  at  discriminating  among  all  these 
1 700  stocks  on  the  basis  of  their  future  RELATIVE 
price.  In  other  words... 

We  expect  the  stocks  ranked  1  (Highest)  to 
go  UP  MORE  in  a  rising  market  or  DOWN 
LESS  in  a  falling  market  than  the  lower- 
ranked  stocks.  And  so  on,  down  to  the 
stocks  ranked  5  (Lowest),  which  we  expect 
to  go  UP  LESS  or  DOWN  MORE  than  the 
higher-ranked  stocks. 

Not  every  stock  has  always  performed  in  ac- 
cordance with  its  Value  Line  rank.  But  such  a  large 
majority  have,  most  of  the  time,  that  we  believe  this 
ranking  system  constitutes  one  of  the  truly  impor- 
tant investment  breakthroughs  of  this  generation. 

It  should  not  be  assumed,  of  course,  that  future 
results  will  match  past  or,  for  that  matter,  be  profit- 
able. But  the  Value  Line  ranking  system  has  stood 
the  test  over  more  than  13  years  encompassing 
falling  as  well  as  rising  markets. 

Whatever  else  you  may  want  from  your  stock 
investments,  certainly  it  is  desirable  to  select 
stocks  that  will  outperform  the  market  as  a  whole. 
The  Value  Line  ranks  can,  we  believe,  strongly  tilt 
the  odds  in  your  favor. 

And,  at  this  time,  it  may  be  of  even  greater 
urgency  to  get  rid  of  laggards,  those  particular 
stocks  which  might  drag  down  the  overall  perform- 
ance of  your  whole  portfolio.  To  illustrate  (see  box). 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line  regular  Summary  & 
Index  presents  up-to-date  ratings  of  EACH  of  1 700 
stocks  relative  to  all  the  others,  as  follows . . . 

a)  Rank  for  Probable  Price  Performance  in  the 
Next  12  Months— ranging  from  1  (Highest) 
down  to  5  (Lowest). 

b)  Ratings  for  investment  Safety  (from  1  down  to 
5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3 
to  5  years — showing  the  future  "target"  price 
range  and  percentage  change  from  current 
price. 

e)  P/E  ratio  and  current  price,  plus  estimated  an- 
nual earnings  and  dividends  in  current  12 
months.  Also  latest  quarterly  results  against  a 
year  ago. 

PLUS  FULL-PAGE  REPORTS 

In  addition,  each  of  the  1700  stocks  is  the  sub- 
ject of  a  comprehensive  new  full-page  Rating  & 
Report  at  least  once  every  three  months — includ- 
ing 22  series  of  vital  financial  and  operating  statis- 
tics going  back  1 5  years  and  estimated  3  to  5  years 
ahead  .  About  130  new  full-page  Reports  like  this 
are  issued  each  week  .  1700  every  13  weeks.  All 
this  material  is  so  organized  in  your  binder  that  you 
can  quickly  turn  to  a  continually  updated  report  on 
almost  any  leading  stock. 


The  Value  Line  Ranks  suggest  that  half  of  these  stocks 
may  well  lag  the  market  in  the  next  12  months. 

No  fewer  than  half  the  stocks  listed  below  are  currently  ranked  4  (Below  Average)  or  5 
(Lowest)  for  Probable  Price  Performance  in  the  Next  12  months — relative  to  all  1700  stocks 
under  review  by  The  Value  Line  Investment  Survey. 


Amer.  TeL  &  TeL 
AMF,  Inc. 

American  Airlines 
Avon  Products 
Bendix  Corp. 
Bethlehem  Steel 
British  Petroleum 
Burlington  Ind. 
Caesars  World 
Chrysler  Corp. 
Coca-Cola  Bottling  NY 
Colecolnd. 


Consol.  Edison 
Curtiss-Wright 
Dow  Chemical 
Exxon  Corp. 
Firestone  Tire 
Gen'l  Motors 
Gulf  Oil 
Harrah's 
Hariz  Mountain 
Int'l  Business  Mach 
Ideal  Toy  Corp. 
Int'l  Harvester 


Johnson  &  Johnson 
Kaiser  Steel 
Libbey-Owens-Ford 
Loews  Corp. 
Maytag  Co. 
Memorex  Corp. 
Mobil  Corp. 
Monsanto 
Owens-Ill.  Inc. 
Pepsico,  Inc. 
Philip  Morris 
Procter  &  Gamble 


Resorts  Int'l  "A"  (ASE) 
Revlon,  Inc. 
Schlitz 

Sears,  Roebuck 
Sperry  Rand 
Tenneco,  Inc. 
Texas  Instruments 
Twenthieth  Cen.  Fox. 
Uniroyal,  Inc. 
U.S.  Steel 
Weyerhauser  Co. 
Zenith  Radio 


As  you  can  see,  the  list  above  includes  the  stock  of  many  highly  successful  companies  that 
are  leaders  in  their  fields.  This  helps  to  point  up  an  important  principle;  Don't  confuse  the  quality 
of  a  company  vi/ith  the  timeliness  of  its  stock. 

The  performance  ranks  outlined  above  are  just  a  small  part — though  a  very  vital  part — of 
what  you  receive  every  week  in  the  Value  Line  Survey.  Here's  an  overview  of  this  extraordinary 
investment  service  which  now  has  more  than  60,000  subscribers  and  clearly  dominates  its  field 
in  terms  of  number  of  subscribers  and  total  subscription  revenues. 


SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line  In-  about  HALF  the  regular  rate  if  no  one  in  your 
vestment  Survey  (with  30-day  money-back  household  has  subscribed  in  the  past  two  years, 
guarantee)  for  the  next  10  weeks  for  only  $29 —  And  you  get  these  2  bonuses: 


BONUS  #1— Value  Line's 
2400-page  Investors  Refer- 
ence Service,  including  our 
latest  full-page  Reports  on 
each  of  1700  stocks...  fully 
indexed  and  looseleaf- 
bound  for  easy  reference, 
and  systematically  updated 
by  new  full-page  Reports  in 
the  weeks  ahead.  Filing 
takes  but  a  minute  a  week. 


Investing  in 
Common  Stocks 


wiihibtiMiaf 

Tbc  Value  Lm  Raakings 
anil  other  Criteria  of 
Slock  \^lae 


BONUS  #2— Investing  in  Com- 
mon Stocks  by  Arnold  Bernhard. 
Value  Line's  founder  and  re- 
search chief,  revealing  methods 
of  stock  evaluation  that  took  de- 
cades to  develop.  You  KEEP  this 
book  even  if  you  return  the  other 
material  for  your  money  back. 
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Money  And  Investments  Market  Comment 


The  Game  Was  A  Fake; 
Expect  Higher  Prices 

By  Lucien  O.  Hooper 

"...  This  is  fundamentally  a  market  governed 
by  a  flight  from  money  to  stocks  .  .  ." 


I  he  August  explosion  in  stock  prices 
was  not  touched  off  by  any  particular 
news  about  the  Federal  Reserve,  the 
supply  of  money,  interest  rates,  inflation 
or  the  trend  in  business. 

The  institutions  just  suddenly  decided 
that  "the  game  was  a  fake,"  as  far  as  the 
philosophy  of  disaster  is  concerned,  and 
thus  they  began  the  hurry  to  get  rid  of 
some  of  their  hoards  of  uninvested  equi- 
ty money. 

It  was  simply  the  late  April-early 
May  market  all  over  again,  but  this 
time  it  had  perhaps  greater  power  and 
more  conviction. 

A  cheaper  dollar  makes  stocks,  like 
everything  else,  cost  more  money,  not 
less.  To  some  extent,  too,  a  cheaper 
dollar  stimulates  exports,  acting  as  a 
longer-term  corrective  of  the  bad  bal- 
ance of  trade  that  was  created  by  the 
actions  of  the  Organization  of  Petroleum 
Exporting  Countries.  First-half  earnings 
reports  show  that  higher  interest  rates 
have  not  impaired  business  and  earn- 
ings; and  the  continued  upward  trend  in 
inflation  shows  that  Federal  Reserve 
credit  policies  have  not  controlled  the 
upward  spiral  of  prices  for  goods,  ser- 
vices and  commodities. 

In  this  unorthodox  economy,  the  party 
line  of  the  traditional  economist  has  been 
on  the  defensive  more  often  than  it  has 
been  correct.  The  institutional  analysts, 
who  probably  decide  what  to  do  with 
25%  to  30%  of  the  nation's  equity  mon- 
ey, have  also  been  more  often  wrong 
than  right  because  they  have  followed 
that  party  line. 

It  seems  to  me  that  the  ranks  of  the 
pessimists  are  thinning  and  that  more 
and  more  money  managers  are  anxious 
to  reduce  their  uninvested  reserves. 
They  still  hope  to  do  it,  however,  at  a 
time  when  prices  are  a  little  lower,  and 
when  there  is  less  excitement. 

The  aircrafts  and  the  airlines  advanced 
fast  enough  to  deserve  a  rest.  This  does 
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not  alter  the  strong  growth  trend  in  the 
whole  air  transport  industry,  nor  does  it 
alter  my  conviction  that  such  shares 
should  sell  at  fairly  high  price/earnings 
ratios  in  spite  of  their  high  leverage. 

Most  current  estimates  of  1978  per- 
share  earnings  are  subject  to  a  wide  mar- 
gin of  error  because  of  accounting  wrin- 
kles, the  tendency  to  underestimate 
third-quarter  results  and  probably,  in 
most  situations,  to  overestimate  the 
fourth  (juarter. 

Here  are  some  current  ideas  about 
1978  airline  and  aircraft  per-share  earn- 
ings results: 

AmcTican  Airlines  (18)  $2.50;  Braniff 
(15)  $2;  Boeing  (73)  $7  or  better;  UAL, 
Inc.  (40)  $8,  including  perhaps  $3  of 
nonrecurrent  earnings;  Trans  World 
Airlines  (27)  perhaps  $5;  Frontier  (18) 
$2.50  to  $2.75;  McDonnell  Douglas  (39) 
$4,  \'orthivest  (33)  $4,  even  allowing  for 
the  strike;  Delta  (54)  $6;  Eastern  Air 
Lines  (13)  $2  or  more;  and  General  Dy- 
namics (83)  around  $10.50,  perhaps  more 
of  that  will  come  from  ships  than  planes. 
Because  of  the  strong  growth  trend,  in 
most  cases,  I  would  expect  1979  profits  to 
be  higher  than  1978  earnings. 

It  is  believed  that  Southern  Pacific 
(31)  still  wants  to  buy  Seaboard  Coast 
Line  (32),  in  spite  of  the  way  Southern 
Pacific  has  been  rebuffed.  One  analyst 
guesses  that  Southern  Pacific  might  be 
willing  eventually  to  give  as  much  as  IV2 
shares  of  its  common  for  each  share  of 
Seaboard.  Other  anah  sts  think  the  Sea- 
board dividend  will  be  increased. 

Rising  wages  are  adding  to  the  cost  of 
producing  both  lumber  and  paper, 
sometimes  almost  sensationally.  Howev- 
er, there  seems  to  be  no  trend  toward 
less  use  of  either.  Two  years  ago  almost 
the  whole  Canadian  paper  industrs'  was 
closed  down  b\  a  strike,  and  now  the 
suppK'  of  both  newsprint  (especially  on 
the  Pacific  Coast)  and  fine  white  paper  is 
being  threatened  by  a  forest  products 
strike  in  California,  Oregon  and  Wash- 
ington. Even  if  the  strike  is  settled  soon, 
it  will  have  a  long  aftermath. 


In  spite  of  these  labor  influences,  I 
continue  to  like  Louisiana  Pacific  (21), 
Georgia-Pacific  (31),  Westvaco  (30)  and 
Boise  Cascade  (32). 

I  think  Areata  Sational  (24),  which  has 
important  forest  products  properties  in 
addition  to  being  the  nation's  second- 
largest  printing  business,  is  attractive 
again.  I  prefer  the  forest  products  com- 
panies that  do  not  have  too  great  a  Cana- 
dian emphasis.  In  Canada  too  much  of 
the  standing  timber  is  owned  by  the 
Crown  and  is  exploited  only  through  cut- 
ting rights.  In  the  U.S.,  most  of  the 
timber  is  owned  in  fee. 

This  column  has  mentioned  Union  Pa- 
cific (51)  often,  and  the  behavior  of  the 
stock  thus  far  has  not  been  even  as  good 
as  "average.  "  I  strongly  advise  keeping 
Union  Pacific  as  a  quality  investment  and 
buying  more  of  it  for  capital  enhance- 
ment over  a  period.  It  is  reported  that 
this  compan>'s  wholK  owned  ("hamplin 
Petroleum  subsidiary  has  participated  in 
nine  of  the  ten  oil  discoveries  in  that  part 
of  the  Overthrust  Belt  in  which  it  ov\  ns 
acreage.  It  seems  probable  that  Union 
Pacific  will  earn  $5.50  to  $6  a  share  this 
\ear,  and  that  the  S2  dividend  rate  will 
be  increased  a  little,  either  late  this  \ear 
or  early  in  1979.  Union  Pacific  is  oil,  plus 
coal,  plus  timber,  plus  perhaps  the  best 
railroad  in  North  America. 

The  important  thing  for  common  stock 
investors  to  keep  in  mind  is  that  this  is 
fundamentalK  a  market  governed  by  a 
flight  from  mone\  to  stocks,  and  most  of 
the  so-called  institutional  investors  have 
been  not  only  late  but  also  reluctant  to 
recognize  it,  so  they  are  still  "loaded" 
with  cash  or  cash  equivalents. 

In  a  situation  like  this,  it  seems  to  me 
that  stock  prices  are  headed  much  high- 
er, that  corrections  in  the  up  trend  will 
be  smaller  and  shorter  in  duration  than 
most  people  expect. 

FortunateK',  most  stocks  are  not 
priced  too  high  in  relation  to  earnings 
and  assets;  and  fortunately  there  are 
many  people  who  still  are  unaware  of  the 
power  of  the  bullish  forces  at  work.  ■ 
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Money  And  Investments  StOCk  Comments 


Stocks  As  Inflation  Hedge 

By  Heinz  H.  Biel 

"...  Inflation  is  being  accepted 

as  a  fact  of  life,  a  disease  one  has  to 

learn  to  live  with  ..." 


hen  the  stock  market  exploded  last 
April  the  outburst  was  attributed,  at  the 
time,  to  a  return  of  confidence  in  the 
American  dollar,  which  had  stopped  go- 
ing down  in  terms  of  other  currencies 
and  seemed  to  have  stabilized.  This  en- 
couraged foreign  investors  to  use  their 
marks,  francs  or  yen  to  buy  American 
stocks,  which  appeared  to  be  incredibly 
cheap  when  translated  into  these  hard 
currencies.  Foreign  buying,  it  was  said, 
had  triggered  the  April  buying  wave. 

When  the  stock  market  erupted  once 
again  in  early  August,  the  superficial  ap- 
pearance may  have  been  similar,  but  the 
scenario  was  reversed.  The  dollar  was 
collapsing  in  Tokyo,  scraping  new  bot- 
toms in  Europe,  and  gold  jumped  above 
the  $200  mark.  Confidence  in  the  integ- 
rity of  our  money  had  never  been  lower. 
This  may  have  been  the  main  reason  for 
the  frantic  rush  into  the  stock  market. 

Inflation  is  being  accepted  as  a  fact  of 
life,  an  incurable  disease  one  has  to  learn 
to  live  with.  Nobody,  neither  the  Ad- 
ministration nor  Congress  nor  even  the 
Fed,  is  making  a  serious  effort  to  protect 
the  future  buying  power  of  our  money. 
As  this  frightening  prospect  is  being  rec- 
ognized by  more  and  more  people,  is  it 
surprising  that  they  become  desperate  in 
their  search  for  ways  to  salvage  their 
monetary  possessions? 

Real  estate  has  always  been  the  best 
inflation  hedge,  but  prices  for  land  are 
already  astronomically  high,  unless  you 
pay  for  it  in  marks- or  yen.  The  cost  of 
residential  real  estate,  especially  on  the 
West  Coast,  is  so  high  that  most  people 
would  not  be  able  to  afford  to  buy  the 
house  they  live  in.  Prices  for  good  art, 
antiques,  rare  stamps  and  coins  seem  to 
have  kept  pace  with  inflation  or  have 
done  even  better  than  that.  However, 
these  are  treacherous  fields  unless  you 
know  what  you  are  doing.  Finally,  of 
course,  you  can  ship  your  money  abroad 
to  the  country  of  your  choice.  This  is 
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perfectly  legal.  Or  you  can  buy  gold, 
which  now  is  also  legal  to  do. 

The  choice  of  means  for  protection 
against  inflation  is  very  limited,  especial- 
ly if  feasibility  and  liquidity  are  factors  to 
be  considered.  And  so  we  come  once 
again  to  common  stocks,  whose  qualifica- 
tions as  an  inflation  hedge  are  controver- 
sial. Ample  statistics  are  available  to 
prove  whatever  you  set  out  to  prove. 

If  you  go  back  ten  years,  a  decade  of 
the  highest  inflation  rate  in  our  lifetime, 
common  stocks  show  up  poorly.  The 
1968  mean  of  the  Dow  Jones  industrials 
was  895,  or  about  where  they  are  today. 
Even  managed  investment  portfolios  did 
not  do  better,  as  the  recent  Forbes 
Mutual  Fund  Survey  proves. 

Those  who  defend  the  anti-inflation 
merits  of  common  stocks  point  out  that 
the  time  frame  of  ten  years  is  too  short. 
Use  25-year  periods,  starting  in  just 
about  any  year  you  wish,  and  you  will 
find  that  the  total  return,  appreciation 
plus  income,  was  more  than  sufficient  to 
offset  whatever  inflation  had  occurred 
during  the  interval. 

But  what  about  the  present?  Isn't  the 
miserable  performance  since  the  late 
Sixties  proof  that  stocks  don't  give  the 
protection  that  is  needed  now  more  than 
ever  before?  Well,  where  do  you  think 
the  DJI  will  be  in  1993?  If  we  still  have  a 
free-enterprise  system  at  that  time,  I  am 
sure  stock  prices  will  be  a  great  deal 
higher  than  they  are  today. 

The  trouble  with  these  long  time 
frames  is  that  so  much  can  happen  over  a 
quarter  of  a  century — bull  markets,  bear 
markets  and  unpredictable  calamities — 
that  being  right  in  the  very  long  run  will 
not  spare  you  the  heartaches  that  all  too 
often  go  with  the  ownership  of  common 
stocks.  Although,  presumably,  I  am  a 
little  biased  in  favor  of  common  stocks,  I 
believe  that  they  give  at  least  potential 
protection,  particularly  if  inflation 
should  get  much  worse — which,  I  fear,  is 
a  likely  prospect. 

Basically,  any  stock  that  has  a  growth 
and  appreciation  potential  serves  the 


purpose  of  an  inflation  hedge,  but  if  it  is  1 
to  fulfill  the  objective,  it  should  be  sold 
when  it  becomes  too  richly  priced.  The 
painful  1973-74  experience  with  the  one- 
decision  superblue  chips  must  not  be 
forgotten. 

The  latest  ralK  has  lifted  prices  of 
many  of  our  favored  stocks  to  levels 
where  they  have  become  less  attractive, 
where  the  buy  rating  should  be  replaced 
by  a  hold  rating.  My  high  regard  for 
Revlon,  for  example,  has  not  changed, 
but  one  cannot  and  should  not  overlook 
the  steep  advance  during  the  past  sever- 
al months.  The  same  goes  for  others,  like 
NCR,  Raytheon,  Emhart  and  Emerson 
Electric,  to  mention  just  a  few.  Even 
Boeing  seems  to  have  run  ahead  of  itself. 

While  price/earnings  ratios  for  these 
favored  stocks  have  risen  to  rather  re- 
spectable levels,  there  remains  a  multi- 
tude of  stocks  still  selling  at  unusualK' 
low  multiples.  Some  fire  and  casualty 
insurance  stocks,  such  as  Hanover  Insur- 
ance (29),  are  selling  at  barely  3'^  times 
this  year's  earnings.  While  current  prof- 
its may  be  near  a  cyclical  peak,  no  signifi- 
cant decline  is  expected. 

Banks,  like  insurance  companies,  also 
deal  in  money  and  are,  therefore,  geared 
directly  into  inflation.  Nothing  else 
changes,  only  the  numbers  are  getting 
bigger.  One  of  the  most  conservatively 
run  banks,  the  Bank  of  New  York  (34), 
whose  unbroken  dividend  record  goes 
back  to  178.5,  has  a  multiple  of  under  six, 
yields  7%  and  sells  at  a  huge  discount 
from  its  book  value  of  over  $50  a  share. 
This  is  not  a  d\  namic  investment,  but  it 
is  a  comfortable  stock  to  own. 

The  oils  have  done  well  all  along,  but 
their  performance  has  been  compara- 
tively unspectacular.  I  favor  Mobil  (65) 
for  investors  who  need  a  good  return  and 
Phillips  Petroleum  (33)  for  those  who 
need  not  maximize  current  income. 
Continental  Oil  (27),  whose  earnings 
have  been  adversely  affected  by  the  coal 
strike,  appears  undervalued.  All  three 
companies  have  an  interest  in  the  Balti- 
more Canvon  search  for  oil.  ■ 
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The  September  1978  issue  of 
SCIENTIFIC  AMERICAN  is  devoted 
to  the  single  topic  of  Evolution. 

The  word  stands  for  one  of  the  most 
consequential  ideas  in  intellectual 
history.  First  proposed  in  1858  by 
Charles  Darwin  and  Alfred  Wallace 
to  explain  the  marvelous  diversity  of 
living  things,  evolution  has  motivated 
and  organized  the  worl<  of  the  life 
sciences  ever  since. 

The  idea  itself  has  evolved.  In  the 
last  30  years,  with  new  understanding 
and  instrumentation  supplied  to  the 
life  sciences  by  the  physical  sciences, 
evolution  has  come  to  embrace  life 
processes  over  the  full  range  of  their 
dimensions  from  the  molecule  to  the 
biosphere.  It  has  filled  in  the  blank 
pages  of  the  first  three  billion  years 
of  the  history  of  life.  For  mankind's 
understanding  of  itself,  evolution  has 
illuminated  the  lastthreemillionyears 
—since  the  first  protohuman  tool- 
makers  started  the  cultural  revolution 
that  brought  on  the  biological 
evolution  of  Homo  sapiens. 

The  idea  of  evolution,  after  120 
years,  remains  as  central  in  the  work 
of  the  life  sciences  as  does  the 
concept  of  energy  in  the  work  of 
physics. 

In  this  single-topic  issue  of 
SCIENTIFIC  AMERICAN  yoU  will  be 
brought  up-to-date  on  this  dynamic 
story.  The  authors  of  the  issue  are 
outstanding  life  scientists— each  is 
a  major  contributor  to  the  evolution 
of  evolution. 

The  articles: 

•  Evolution  (Introduction) 

•  The  Evolution  of  Living  Matter 

•  The  Evolution  of  the  Living  Cell 

•  TheEvolutionof  MulticellularPlants 
and  Animals 

WITH  YOUR  SUBSCRIPTION 


THIS  BONUS 
BOOK 


As  soon  as  your  subscrip- 
tfon  payment  is  received,  we 
will  also  send  you  Cosmology 
+  1  (regular  price:  $4  50), 
as  a  bonus  This  anthology 

from  SCIENTIFIC  AMERICAN 

explores  the  radio  galaxies,  black  holes,  the  curvature  of 
space,  quasars  and:  Will  the  universe  expand  forever? 
Is  there  intelligent  life  elsewhere? 


ON  THE 
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OF 

EVOLUTION 


•  The  Evolution  of  Ecological 
Systems 

•  The  Evolution  of  Behavior 

•  The  Evolution  of  Man 

•  Variation  in  Living  Organisms 

•  Adaptation  in  Living  Organisms 
Besides  the  story  of  evolution, 

our  readers  have  kept  abreast  of  all 
advances  in  science  that  have  made 
the  last  three  decades  so  momentous, 
including:  the  unlocking  of  the 
genetic  code . . .  the  discovery  of 
continental  drift . . .  the  proof  of  un- 
certainty in  logic . . .  the  arrival  of 
microelectronics,  the  laser . . .  the 
revelation  of  the  nerve  circuitry  that 
organizes  perception  . . .  the  penetra- 
tion of  the  structure  of  the  fundamental 
particles  . . .  the  expanding  explora- 
tion of  the  solar  system. 

To  our  readers  all  this  has  been 
reported  by  the  scientists  who  did 
the  work.  The  collaboration  of  our 
editors  in  the  preparation  of  text  and 
illustration  makes  this  work  accessible 
to  a  growing  worldwide  readership. 


Why  not  join  our  more  than 
675,000  regular  readers?  You  will 
learn  why  The  New  York  Times 
calls  SCIENTIFIC  AMERICAN,  "This 
country's  and  perhaps  the  world's 
outstanding  forum  for  communi- 
cation between  scientists  and  the 
intelligent  public." 

Use  the  coupon  below  to  begin 
enjoying  the  diversity  of  articles 
in  each  monthly  issue.  A  one-year 
subscription  is  only  $18.  A  two-year 
subscription,  at  $33,  saves  $3.  And 
a  three-year  subscription,  at  $45, 
saves  you  $9. 

You  can  make  sure  that  your  sub- 
scription starts  with  the  September 
issue  on  Evolution  by  enclosing 
payment  with  your  order. 
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SCIENTIFIC  AMERICAN  at  any  time  and 
receive  a  refund  for  the  balance  of  your 
subscription.  The  bonus  book  is  yours 
to  keep. 


City/State/Zip 

□  1  year— $18     0  2  years— $33    □  3  years— $45 
(save  $3)  (save  $9) 

□  My  payment  is  enclosed  □  Bill  me 

□  Start  my  subscription  with  September  issue 

(Subscription  rates  outside  US  and  Canada:  \ 
1  year— $22   2  years— $40   3  years— $55  ) 
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Money  And  Investments 


Investing  For 
Future  Growth 

By  T.  Rowe  Price 

"...  Most  big  fortunes  were  made  by  . .  .  retaining  own- 
ership of  successful  businesses  over  a  long  period  ..." 


I  his  is  my  third  FoRBKS  article  on  the 
subject  of  "investing  for  fiiturc  growth  of 
income  and  market  value."  The  titles  of 
the  two  previous  articles  may  have  been 
misleading.  They  were:  "T  Rowe  Price: 
He's  Got  A  Little  List"  (Nov.  i,  1977) 
and  "Stocks  To  Buy"  (May  29,  1978).  If 
these  titles  implied  that  Price  was  giving 
tips  on  what  to  buy  for  trading  profits, 
this  is  not  the  case. 

Fortunately,  I  learned  in  1931  that  I 
did  not  have  the  ability  to  guess  the  ups 
and  downs  of  the  stock  market  averages 
or  the  trends  in  individual  stocks.  I 
learned  that  most  of  the  big  fortunes  of 
the  country  were  made  by  people  retain- 
ing ownership  of  successful  business  en- 
terprises that  continued  to  grow  and 
prosper  over  a  long  period  of  years.  The 
owners  of  such  businesses  as  Avon,  Black 
&  Decker,  Eastman  Kodak,  Internation- 
al Business  Machines,  McCormick, 
Merck,  Minnesota  Mining  and  countless 
others  were  long-term  investors.  They 
did  not  sell  out  and  buy  back  their  own- 
erships of  the  businesses  every  time 
there  was  a  change  in  the  business  and 
stock  market  cycles.  They  were  practic- 
ing the  basic  growth  stock  philosophy- 
It  was  obvious  that  it  was  not  neces- 
sary to  know  what  the  stock  market 
would  do  in  order  to  be  a  successful 
investor.  This  has  been  one  of  my  beliefs 
since  I  started  my  Model  Growth  Stock 
Portfolio  in  1934.  It  has  proved  to  be 
sound  and  profitable  during  the  past  43 
years.  A  $100  unit  of  invested  capital 
increased  in  market  value  to  $7,148.46 
by  Dec.  31,  1972.  During  the  subse- 
quent bear  market  it  declined  to 
$3,205.99  on  Sept.  30,  1974. 

The  income  from  cash  dividends  was 
$3.31  in  1935.  It  increased  to  $92.10  in 
1972  and  reached  an  alltime  high  of 
$154.17  in  1977  which  represents  an  an- 
nual cash  return  of  154.2%  on  the  origi- 
nal investment.  This  growth  stock  phi- 

r.  Rowe  Price,  founder  of  the  mutual  fund 
and  investment  counseling  firm  hearing  his 
name,  is  retired  and  living  in  Baltimore. 


losophy  has  served  me  well  for  decades. 

But  during  1964-66  I  wrote  a  series  of 
bulletins  for  clients  explaining  why  the 
investor  was  facing  a  new  era,  requiring 
a  change  in  investment  philosophy  be- 
cause of:  anticipated  acceleration  of  infla- 
tion; further  socialization  of  industries; 
unsound  monetary  system;  change  for 
the  worse  in  our  favorable  balance  of 
trade;  rising  debt  and  rising  taxes.  Of 
these,  I  wrote,  accelerated  inflation  was 
the  number-one  problem. 

In  1970  my  bulletin,  'The  New  Era  For 
Investors,"  I  discussed  these  subjects  in 


years  did  not  perform  well,  and  the  con- 
ventional growth  stocks  were  hard  hit. 

A  year  ago,  when  the  soundness  of  the 
growth-stock  theory  was  being  debated, 
I  wrote  an  article  (published  in  The  New 
York  Times)  entitled  "The  Growth  Stock 
Controversy."  In  it  I  expressed  the  opin- 
ion that  some  of  the  glamour  stocks  fa- 
vored by  institutions  in  the  past  had 
declined  to  levels  justifying  their  pur- 
chase and  that  I  was  scale  buying  some  of 
them  for  family  portfolios. 

I  compiled  a  list  of  60  stocks.  On  the 
following  pages  I  have  updated  the  list. 


Here  is  how  my  three  portfolios  performed  for  the  year  to 


date  (8/10/78),  as  shown  in 
column  shows  changes  In 
(8/31/77). 


the  first  column.  The  second 
market  value  since  inception 


Group  A 

+25.5% 

+49.6% 

Group  B 

+21,8 

+  16.6 

Group  C 

+23.9 

+31.6 

Total 

+23.9 

+32.6 

DJI 

+  6.5 

+  2.8 

S&P's  500 

+  9.0 

+  7.1 

detail  and  told  why  investors  should  in- 
crease their  diversification  to  include  nat- 
ural resources  companies,  particularly 
gold,  silver,  real  estate,  oil  and  gas  and 
forest  products — as  well  as  the  usual 
growth  stocks.  The  aim,  of  course,  was 
added  protection  against  inflation. 

In  Januar>'  1966  I  used  appro-ximately 
one-half  of  the  proceeds  from  the  sale  of 
my  stock  in  my  investment  counsel  firm 
to  start  a  Model  New  Era  Portfolio, 
which  reflected  the  principles  I  have  just 
described.  A  $100  unit  of  invested  cap- 
ital in  that  portfolio  reached  a  high  of 
$262  on  June  30,  1972,  declined  to 
S 186. 50  Sept.  30,  1974  and  reached  an 
alltime  high  of  $299. 18  as  of  mid-August 
1978.  Cash  income  per  unit  increased 
from  $1.56  the  first  year,  to  $6.77  for  the 
year  1977.   The  market  during  these 


It  is  comprised  of  three  groups: 

A)  Growth  stocks  of  the  ftiture  that  had 
not  been  glamourized  by  institutions  in 
the  past. 

B)  Institutional  growth  stocks  that  had 
been  glamourized  in  the  past  but  had 
declined  to  levels  justifying  purchase  for 
growth  of  income  and  market  value  in 
the  future. 

C)  Natural  resources  stocks — not  nec- 
essarily growth  stocks,  but  held  for  in- 
crease in  income  and  market  value  dur- 
ing a  period  of  inflation.  This  list  fea- 
tured companies  owning  gold,  silver  and 
uranium. 

Investors  have  asked  why  it  is  neces- 
sar\'  to  have  such  a  large  list.  Wouldn't 
20  to  30  stocks  be  sufficient  diversifica- 
tion? I  would  prefer  a  smaller  list,  but 
there  are  two  reasons  whv  I  think  a 
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larger  list  is  necessary:  1)  It  is  impossible 
to  guess  the  future  social  and  political 
trends  and  domestic  and  international 
developments.  2)  A  larger  list  provides 
better  diversification  of  risk  and  opportu- 
nity to  profit. 

The  owner  of  shares  in  these  60  com- 
panies has  a  participation  in  a  wide  range 
of  basic  industries  and  natural  resources. 
The  list  is  thus  a  hedge  against  almost 
any  conceivable  crisis.  The  industries  I 
especially  favor  for  growth  are  cable  TV, 
science  and  technology  and  the  precious 
metals — gold,  silver  and  uranium.  The 
original  list  contained  American  Televi- 
sion &  Communications,  Cox  Cable  and 
Viacom.  Two  of  these  have  been  taken 
over  by  larger  companies,  American  TV 
by  Time  Inc.  and  Cox  Cable  by  Cox 
Broadcasting.  The  number  of  gold  stocks 
seems  unnecessarily  large,  but  this  is 
because  of  the  extraordinarily  high  risk 
of  owning  South  African  stocks. 

Because  of  the  loss  of  two  cable  TVs, 
the  proceeds  from  liquidation  of  ESL 
were  used  to  buy  Teleprompter  at  11%, 
and  Fleetwood  Enterprises  at  ISVs. 
American  TV  will  be  replaced  by  Time 
Inc.  Series  B  $1..575  cumulative  convert- 
ible preferred. 

I  prefer  to  measure  performance  by 
income,  i.e.,  dividends  paid  ("the  bird  in 
the  hand")  and  market  performance 
("birds  in  the  bush").  Why  do  I  empha- 
size dividends?  Because  the  investor's 
return  on  his  invested  capital  is  actual 
cash  dividends  paid.  Increase  in  market 
value  is  an  opportunity,  but  does  not 
become  a  return  on  invested  capital  until 
the  securities  are  sold  and  the  profits  are 
realized. 

Dividend  Income 

Group  A:  Three  stocks,  Dome  Petro- 
leum, ESL  and  Magma  Power  paid  no 
dividends  in  1976  or  1977.  Two  compa- 
nies, American  Television  &  Communica- 
tions and  Viacom,  paid  initial  dividends  of 
20  cents  and  10  cents,  respectively,  in 
1977.  Dome  Mines*  dividend  declined 
1 1  %.  The  remaining  14  companies  in- 


creased their  dividends  an  average  of  69%. 

Three  companies  paid  no  dividend  in 
the  first  half  of  1978,  and  the  average 
increase  on  the  remaining  17  was  44%. 


Group  B:  Digital  Equipment  paid  no 
dividend  in  1976  or  1977.  The  remaining 
19  companies  increased  their  dividends 
an  average  of  28%.  Digital  again  paid  no 


T.  Rowe  Price  Portfolios 

These  three  portfolios  are  recommended  for  growth  and  apprecia- 
tion. A  $10,000  investment  was  made  in  each  company  on  Aug. 
31,  1977.  The  market  performance — both  of  individual  stocks  and 
portfolios — is  shown  as  of  Dec.  31, 1977  and  Aug.  10,  1978. 


No. 

«/31/77  

 12/31/77  

10/78  

of 

$10,000  Investment 

IMarket 

Market 

Shares  Company           in  each  at  this  Price 

Price 

Value 

Price 

Value 

482 

Alcon  Labs^ 

2oy« 

373 

Amer.  Tel.  &  Comm. 

26y4 

42% 

$15,759.25 

51% 

$19,209.50 

661 

Castle  &  Cooke 

15% 

17% 

11,484.88 

20% 

13,550.50 

196 

Dome  Mines 

51 

63% 

12,470.50 

84% 

16,488.50 

265 

Dome  Petroleum 

37% 

54% 

14,475.63 

58% 

15,502.50 

402 

Jack  Eckerd 

24% 

27% 

10,954.50 

32% 

12,914.25 

563 

EG&G 

17'/* 

17% 

9,993.25 

29% 

16,608.50 

416 

ESL' 

24 

34% 

14,352.00 

610 

Flexi-Van 

16% 

20% 

12,352.50 

25 

15,250.00 

555 

Hexcel 

18 

19 

10,545.00 

26% 

14,707.50 

261 

Houston  Oil  &  Min. 

38% 

31% 

8,221.50 

23% 

6,133.50 

435 

Lowe's  Cos. 

23 

22% 

9,896.25 

24% 

10,657.50 

1,176 

Magma  Power 

8% 

9% 

11,319.00 

9% 

11,466.00 

552 

McCormick 

18% 

15% 

8,487.00 

14% 

8,073.00 

1,212 

Payless  Cashways 

8% 

9% 

11,211.00 

17 

20,604.00 

490 

Perkin-Elmer 

20% 

20 

9,800.00 

26% 

13,168.75 

347 

Sabine^ 

28% 

31% 

11,017.25 

544 

Scientific-Atlanta 

18% 

23% 

12,784.00 

31% 

17,340.00 

263 

Thomas  &  Betts 

38 

37 

9,731.00 

44% 

11,736.38 

575 

Viacom 

17% 

18% 

10,781.25 

22% 

13,081.25 

488 

Harris  Corp.'* 

46% 

22,753.00 

66% 

32,391.00 

397 

Rite  Aid^ 

24% 

9,577.63 

728 

Fleetwood' 

14% 

10,283.00 

879 

Teleprompter' 

11% 

10,438.13 

SUBTOTAL 

$200,000 

$238,388.76 

$299,181.39 

%  Change  since  inception 

-1-19.2% 

-H49.6% 

^Sold  Nov.  1977  at  42.  ^Merged  for  cash  6/9/78.  ^Sold  Apr.  1978  at 
24%.  ^Bought  Nov.  1977  as  replacement  for  Alcon.  ^Bought  Apr.  1978  at  21%  as 
replacement  for  Sabine.  ^Bought  at  13%  as  partial  replacement  for  ESL.  ^Bought 
at  11%  as  partial  replacement  for  ESL. 
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I 


No. 

 12)31/77  

 8 

10/78  

of 

$10,000  Investment 

Market 

Market 

Shares  Company           in  each  at  this  Price 

Price 

Value 

Price 

Value 

con 

DiacK  ot  uecKGi 

1  /  /4 

16 

$  9,280.00 

20% 

$11,962.50 

140 

Burroughs 

71% 

72% 

10,202.50 

81% 

11,427.50 

207 

Digital  Equipment 

48% 

46% 

9,573.75 

49% 

10,168.88 

247 

Wait  Disney 

40ye 

40 

9,880.00 

ilea/ 

45y» 

11,Z0/.d3 

162 

Eastman  Kodalc 

61% 

51% 

8,282.25 

64% 

10,469.25 

510 

Emery  Air  Freiglit 

i9y2 

20% 

10,486.88 

28% 

14/407.50 

187 

General  Electric 

53y. 

49% 

9,326.63 

55% 

10,425.25 

126 

Hewlett-Packard 

79% 

73% 

9,229.50 

89% 

11,229.75 

37 

IBM 

268% 

273% 

10,119.50 

287% 

10,637.50 

138 

Johnson  &  Johnson 

72% 

76% 

10,591.50 

87% 

12,040.50 

326 

K  mart 

30% 

27% 

8,924.25 

28% 

9,331.75 

170 

Merck 

58% 

55% 

9,435.00 

61% 

10,412.50 

192 

Minn.  Mng.  &  Mfg. 

52% 

48% 

9,312.00 

60% 

11,568.00 

394 

PepsiCo 

25% 

28 

11,032.00 

32% 

12,657.25 

324 

Polaroid 

30% 

26% 

8,464.50 

53 

17,172.00 

234 

Revlon 

42% 

44% 

10,325.25 

55% 

12,987.00 

149 

Schlumberger 

67 

72% 

10,839.75 

89% 

13,372.75 

113 

Texas  instruments 

88% 

73% 

8,305.50 

87% 

9,915.75 

324 

Weyerhaeuser 

30% 

27% 

8,869.50 

31% 

10,125.00 

190 

Xerox  Corp. 

52% 

46% 

8,882.50 

61 

11,590.00 

SUBTOTAL 

$200,000 

$191,362.76 

$233,108.25 

%  Change  since  inception 

-4.3% 

+  16.6% 

Group  C 

No. 


-8/31/77- 


-12/31/77- 


 8/10/78  


of 

$10,000  Investment 

Market 

Market 

Shares  Company           in  each  at  this  Price 

Price 

Value 

Price 

Value 

784 

Alice 

12% 

15% 

$12,348.00 

18% 

$14,602.00 

225 

AMAX 

44% 

36% 

8,156.25 

40% 

9,084.38 

580 

Anglo  Amer.  Gold 

17% 

21% 

12,470.00 

25% 

14,935.00 

714 

Callahan  Mining 

14 

13% 

9,639.00 

15 

10,710.00 

362 

Campbell  Red  Lakes  27% 

34% 

12,534.25 

39% 

14,163.25 

1,212 

Day  Mines 

8% 

8% 

10,302.00 

12% 

15,604.50 

1,454 

East  Driefontein 

6% 

8% 

12,722.50 

11% 

16,175.75 

255 

Homestake  Mining 

39% 

36% 

9,307.50 

38% 

9,753.75 

169 

KerrMcGee 

59 

46% 

7,900.75 

47% 

8,069.75 

2,162 

Kloof  Gold  Mining 

4% 

6% 

13,512.50 

8% 

17,566.25 

544 

Newmont  Mining 

18% 

17% 

9,452.00 

19% 

10,676.00 

410 

Pittston 

24% 

23% 

9,532.50 

25 

10,250.00 

1,403 

Pres.  Steyn  Gold 

7% 

8% 

11,750.13 

12% 

17,888.25 

296 

Randfontein  Estates  33% 

44 

13,024.00 

53% 

15,762.00 

615 

Ranchers  Explor. 

16% 

12% 

7,687.50 

22% 

13,760.63 

497 

Rosario  Resources 

20% 

19% 

9,753.63 

22% 

10,996.13 

334 

St.  Joe  Minerals 

29% 

31% 

10,604.50 

24% 

8,099.50 

447 

United  Nuclear 

22% 

18% 

8,381.25 

27% 

12,404.25 

714 

Vaal  Reefs 

14 

15% 

11,245.50 

21% 

15,440.25 

487 

West  Drief  ontsin 

20% 

24% 

12,114.13 

35% 

17,227.63 

SUBTOTAL 

$200,000 

$212,437.89 

$263,169.25 

%  Changs  since  inception 

+6.2% 

+31.6% 

TOTAL 

$600,000 

$642,189.41 

$795,458.89 

%  Change  si:  -  Inception 

+7.0% 

+32.6% 

dividend  in  the  first  half  of  1978  and  the 
average  increase  on  the  remaining  19 
companies  was  31%. 

Group  C:  Ranchers  Exploration  and 
United  Nuclear  paid  no  dividends  in 
1976  or  1977.  Six  gold  stocks  and  New- 
mont Mining  declined.  The  remaining 
1 1  companies  increased  dividends  an  av- 
erage of  25%. 

During  the  first  half  of  1977  and  1978 
Alico,  Day  Mines  and  Ranchers  Explora- 
tion paid  no  dividends.  Anglo  American 
Gold  Investment,  Newmont  Mining  and 
Pittston  declined.  The  remaining  14 
companies  increased  dividends  an  aver- 
age of  35%. 

Market  Value 

Group  A:  A  list  of  20  favorite  growth 
stocks  continued  to  be  the  best  perform- 
ers through  Aug.  10,  having  increased 
49.6%  in  market  value.  Two  stocks  de- 
clined. Houston  Oil  &  Minerals  was  the 
worst  performer.  The  best  performance 
was  made  by  the  Alcon/Harris  transac- 
tion, which  increased  over  200%  in  the 
period  under  consideration. 

Group  C  was  second  best,  up  31.6% 
(in  market  value)  primarily  because  of 
the  big  advance  in  the  gold  stocks  during 
the  month  of  July. 

The  total  portfolio,  with  a  cost  of 
$600,000,  advanced  32.6%  in  the  slighdy 
less  than  a  year  since  its  inception,  which 
compares  with  less  than  3%  for  the  popu- 
lar Dow  Jones  industrial  average  and 
7.1%  for  the  Standard  &  Poor's  500. 

So  much  for  the  soundness  of  my  in- 
vestment philosophy.  What  should  an 
investor  do  now?  My  own  portfolios  are 
invested  50%  in  the  equities  listed  above 
and  50%  in  short-term  dollar  obliga- 
tions— the  latter  primarily  Treasury 
notes.  Treasury  bills  and  short-term  tax- 
free  bonds.  (Actually,  however,  the  per- 
centage in  equities  is  now  much  higher 
than  50%  because  the  stocks  have  appre- 
ciated so  much.)  Younger  people  could 
have  a  higher  percentage  in  stocks.  My 
sons  and  grandsons  have  about  65%  in- 
vested in  common  stocks  and  35%  in 
dollar  obligations.  As  for  the  stocks  listed 
above,  those  which  have  advanced  50% 
or  more  fi-om  the  originally  recommend- 
ed prices  seem  too  high  to  be  purchased 
on  present  earnings.  ■ 
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TIME  talks  to  the  many  worlds 
of  multinational  marketing. 

It's  not  just  one  big  simple  world  out  there,  but  many; 
and  you  can't  hope  to  advertise  effectively  to  all  of  them 
with  big  simple  broadside  advertising. 

What  you  need  is  precision  and  flexibility. 
And  the  best  place  for  that  is  TIME. 
There  are  160  international  editions  of  TIME.  Big 
broad-brush  editions  that  go  to  Europe,  Latin  America, 
Canada,  the  Pacific.  Other  editions  that  can  carry  your 
advertising  to  regions,  nations,  even  individual  cities. 
So  you  can  put  your  international  advertising  precisely 
where  your  market  is. 

And  wherever  it  appears,  TIME  is  the  same 
influential  news  magazine  that's  read  each  week  by 
26,000,000  people  around  the  world. 

International  marketing  is  worlds  within  worlds, 
and  you  can  reach  all  of  them,  with  precision  and 
flexibility,  in  TIME. 

For  more  information,  call  Dave  Gibson,  U.S.  Area 
Director  for  the  International  Editions,  His  telephone 
num.ber  is  (212)  556-4956. 


TIME:  the  news  magazine  for  the  internationally  minded. 
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Finally 
An  owners  manual 
for  the  most  Important 
machine  you  own. 


\bur  Heart. 


It's  the  American  Heart  Association 
Survival  Kit.  And  it  tells  you  what  to  do  if 
you,  or  someone  near  you,  has  a  heart 
attack. 

It  tells  you  how  to  recognize  heart 
attack  signals.  It  tells  why  you  should 
act  immediately  to  get  help.  It  tells  what 
to  do  if  a  heart  attack  victim  refuses  to 
believe  what  is  happening. 

The  American  Heart  Association 
Survival  Kit  is  available  at  your  local 
Heart  Association.  And  it's  free  What  it 
will  tell  you  could  someday  save  your 
life. 

I  think  this  coupon  could  one  day  save  my  lite 
Please  send  me  your  Survival  Kit,  free 

My  name  is  ----------  . 

(Please  print  carelully) 

Address   

City 

State   Zip  

(Send  coupon  to  your  local  Heart  Association) 

The  American  Heart  Association  f 
WE'RE  FIGHTING  FOR  YOUR  LIFE 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Biniiiiv^hdni,  Aldbania 
Increased 
Common  Stock  Dividend  No.  21 

A  regular  quarterly  dividend  ot 
31 '/4  cents  per  share  has  been  de- 
clared on  the  Common  Stock  of 
Southern  Natural  Resources,  Inc., 
payable  September  14,  1978  to 
stockholders  of  record  at  the  close 
of  business  on  August  31,  1978. 
This  represents  an  increase  of  20 
cents  per  share,  on  an  annual 
basis,  over  the  previous  regular 
quarterly  dividend  rate. 

RONALD  L  KUEHN,  )R. 

Secretary 

Datod  lulv  28,  1978 


Less  Is  More: 
Or, 

The  Trouble 
With  Indexing 


By  John  Train 


Active  portfolio  management  resem- 
bles medicine  and  government  in  that 
the  best  is  generally  the  least. 

Almost  all  doctors  agree  that  if  you 
forbade  the  sale  of  any  nonprescription 
medicine — cold  pills,  laxatives,  antacid 
powders,  headache  nostrums — the  na- 
tional health  would  improve. 

Likewise,  many  Forbes  readers  will 
probably  agree  that  the  notion  that  Mr. 
Carter  is  doing  a  bad  job  because  he  is 
not  successfully  "managing  the  econo- 
my" is  a  quaint  misstatement.  Much  of 
the  trouble  with  the  economy  is  precise- 
ly that  a  clumsy  and  politically  motivated 
government  keeps  trying  to  "manage"  it, 
about  as  good  an  idea  as  a  team  of  18th- 
century  doctors  trying  to  "manage"  the 
health  of  an  otherwise  fairly  normal  pa- 
tient with  their  regime  of  incense, 
purges,  bleedings,  emetics  and  chemi- 
cals. The  economy  and  the  patient  would 
probably  do  better  if  left  alone  and  al- 
lowed to  breathe. 

But  just  as  few  bureaucrats  would 
agree  with  the  above  notion,  not  all 
Forbes  readers  in  the  investment  busi- 
ness will  be  enthusiastic  about  my  opin- 
ion on  our  own  field,  which  is  that  the 
best  securities  management  is  usually 
the  least  securities  management.  Active 
brokerage  accounts  to  my  mind  are  in- 
trinsically a  bad  thing,  like  hypochondri- 
acs dosing  themselves  with  patent  medi- 
cines for  minor  illnesses.  (Doubtless, 
some  hyperactive  accounts  do  well,  al- 
though I've  almost  never  seen  any.) 

A  key  question  is:  How  much  does 
active  portfolio  management  really  cost 
the  customer? 

I  would  hazard  a  guess  that  the  extra 
cost  of  active  management  versus  old- 
fashioned  immobilism  runs  about  2%  per 
annum  if  the  account  is  briskly  traded  at 
a  retail  brokerage  house,  and  perhaps 
half  to  three-fourths  of  1%  if  it  is  actively 
run  by  a  large  institution. 

Johtt  Train  is  president  of  Train.  Smith,  In- 
vestment Counsel,  New  York,  anil  the  author 
o/ Dance  of  the  Money  Bees. 


Extra  costs  would  include  all  the  fol- 
lowing: custody  charges  in  excess  of  what 
they  would  be  if  there  were  almost  no 
movement;  brokerage;  the  specialists 
bid-asked  spread;  the  cost  of  buying  high 
in  the  market  and  selling  nearer  the 
bottom  (which  by  the  nature  of  markets 
is  what  happens  with  most  active  ac- 
counts); the  cost  of  buying  popular 
groups  and  selling  them  when  they  are 
unpopular;  and  higher  direct  manage- 
ment fees,  if  applicable.  In  many  cases  I 
am  sure  the  extra  cost  is  more  than  2%. 

One  or  two  percent  doesn't  sound  too 
bad  if  one  is  making  an  8%-to-I0%  total 
return.  On  the  other  hand,  the  2%  is  a 
cash  cost,  while  the  total  return  is  an 
accounting  concept  and  does  not  allow 
for  the  effects  of  taxes  and  of  inflation. 
Even  if  you  accept  the  fairly  bold  pre- 
sumption that  total  return  on  a  static  list 
of  stocks  bought  today  is  12%,  it  would 
be  only  9%  or  less  after  taxes  and  2%  or 
so  after  taxes  and  inflation.  Looked  at 
this  way,  that  I%-to-2%  bite  for  transac- 
tion costs  is  serious.  It  s  almost  fatal,  in 
fact,  since  it  virtually  wipes  out  the  real 
return. 

That  s  why  the  idea  of  indexing  seems 
to  make  sense:  You  save  transaction  costs 
and  all  you  lose  is  the  rather  doubtful 
reward  of  so-called  performance.  Unfor- 
tunately, indexing  suffers  from  two  grave 
fallacies  just  now. 

First,  the  growth  stocks  are  strikingly 
underpriced  compared  with  run-of-the- 
mill  cyclicals.  In  fact,  they  almost  never 
are  more  reasonably  priced  in  price/ 
earnings  terms,  both  relatively  and  abso- 
lutely, than  they  are  today.  To  start  in- 
dexing now,  therefore,  will  divert  peo- 
ple's attention  from  this  rare  opportunity  . 

Many  outstanding  growth  issues  are 
still  selling,  even  after  this  rise,  at 
price/earnings  ratios  scarceK  higher  than 
the  Dow,  if  you  adjust  for  inflation  de- 
preciation. Their  relative  improvement 
has  a  long  way  to  go. 

Some  that  I  have  mentioned  repeatedh 
are  American  International  Group,  Cap- 
ital Cities,  Harte-Hanks,  International 
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usiness  Machines,  Philip  Morris  and 
:hlumberger.  They're  still  making  new 
ghs,  but  their  earnings  have  advanced  so 
St  that  they're  still  reasonably  priced. 
So,  why  should  one  index  to  the  Stan- 
ird  &  Poor's  500,  the  Dow  Jones  indus- 
ial  average,  or  any  other  particular  av- 
age?  Such  a  practice  condemns  one  to 
rther  management  charges  and  addi- 
jnal  buying  and  selling  while  convert- 
g  one's  portfolio  to  an  index.  And  just 
r  starters,  why  should  the  right  average 
r  a  tax-free  portfolio  be  the  same  as  for 
taxable  portfolio,  for  which  capital 
owth  is  much  more  useful  than  yield? 
It's  almost  as  though  you  sold  out  the 

\. . .  Usually  it  will 
/ork  better  to  sit  with 
/hat  one  has,  if  one 
as  bought  well, 
han  to  shuffle  portfolios 
round  to  match  an 
rbitrary  average  .  . ." 

)od  family  furniture  you  inherited  to 
i\  a  collection  of  "average  "  pieces  from 
ars.  Roebuck.  Why  bother?  It's  expen- 
se e  and  doesn't  really  improve  matters. 
You'll  probably  be  better  advised  to 
jy  the  stocks  that  are  most  attractively 
■iced  as  the  money  comes  in,  or  when  a 
ar  market  occurs,  and  then  adopt  a 
ilicy  of  very  low  turnover  .  .  .  without 
ying  to  replicate  some  outside  average. 
My  opinion  on  indexing,  then,  is  as 
Hows: 

1)  Institutional  portfolios  that  start  in- 
jxing  now  will  miss  a  fine  chance  to  buy 
le  most  attractive  class  of  stocks  at  un- 
jually  reasonable  prices.  Performance 
ill  lag,  and  in  due  course  the  customers 
ill  insist  that  they  try  something  else: 
ill  another  whipsaw. 

2)  At  some  future  time  when  the  mar- 
;t  has  once  again  become  "efficient "  as 
nong,  let  us  say,  large  growth  stocks, 
nail  growth  stocks,  cyclicals,  utilities 
id  bonds,  then  a  return  to  immobilism 
ill  make  sense,  but  not  to  indexing. 
Sually  it  will  work  better  to  sit  with 
hat  one  has,  if  one  has  bought  well, 
lan  to  shuffle  portfolios  around  to  match 
1  arbitrary  average.  If  the  companies  in 
portfolio  have  better  intrinsic  growth 
lan  the  DJI,  then  the  portfolio  should 
itperform  the  Dow,  even  though  it 
)esn't  march  exactly  in  step  with  it. 
My  advice,   then,   is:   By  all  means 

'oid  turnover  and  transaction  charges, 
Jt  do  it  by  buying  and  holding  good 
owth  stocks,  especially  at  current  price 
;vels.  ■ 


How  to  increase  your  total  return 
without  increasing  your  risk* 


EXAMPLE: 
Buy  300  shares  at  $28,  sell  300  shares  at  $32. 


Gross  Return: 

$1,200.00 

Round  Trip  Commissions: 

At  last  NYSE  fixed  rates 

300.57 

At  Source  median  rates 

150.00 

Net  Return: 

At  last  NYSE  fixed  rates 

899.43 

At  Source  median  rates 

1,050.00 

Increase  in  return  at  Source: 

16.7% 

When  you  calculate 
the  total  return  of  your 
portfolio,  you  probably 
think  only  in  terms  of 
capital  gains  and  divi- 
dends. But  when  you 
do,  you  overlook  a 
third  factor  that  can 
also  significantly  affect 
your  total  return:  your 
brokerage  commissions. 

To  get  an  idea  of  how  our  reduced  commissions  can  increase 
your  total  return  see  the  example  above. 

And  even  though  your  return  increases,  you  won't  add  any 
risk  to  your  portfolio  or  change  any  investment  decisions.  The 
only  difference  is  that  you'll  pay  less  in  commissions.  What's 
more,  with  Source,  you'll  experience  some  of  the  finest  execu- 
tion and  custody  services  in  the  industry. 

To  find  out  how  you  can  start  increasing  your  total  return 
at  Source,  call  or  send  the  coupon  below  for  our  free  Commis- 
sions and  Services  brochure.  Call  us  toll  free  at  800-221-5338 
or  in  N.Y.  State  call  collect  at  212-269-9127. 

Source  Securities  Corp.,  70  Pine  St.,  New  York,  N.Y.  10005 


□  Please  have  someone  from  Source  call  me. 

□  Please  send  me  your  free  Commissions  and  Services 
brochure  and  new  account  application. 

Name  


Address. 
City  


.State- 


-Zip_ 


Bus. Tel.  (  )- 


-Home  Tel.  (. 


_  I 
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Member  New  York  Stock  Exchange 

The  broker  for  experienced  investors 


GROWTH  IS  ALIVE 


T.ROWE  PRICE 
GROWTH  STOCK  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 


Many  leading  growth  stocks  are  now  selling 
well  below  their  all-time  highs  while  their 
earnings  per  share  and  dividends  have 
risen  to  new  peak  levels. 

Some  investors— sensitive  to  good  value 
—realize  this  and  are  buying.  Others, 
however,  will  probably  wait  until  the  top 
of  the  market  to  buy.  SAD. 

Can  we  interest  you— NOW? 

800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect 


For  more  complete  information,  including  the  manage- 
ment fee  and  other  charges  and  expenses,  obtain  a  pros- 
pectus. Read  it  carefully  before  you  invest  or  send  money. 
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HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$17.35.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $242.90.  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$17.00.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $476.00.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month  pre- 
ceding date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  675-7725 


AUTOMOBILES 


SAVE  $$$$  ON  NEW  1979  CARS 

Buy  at  Detroit  prices — save  on  freight, 
too!  Full  factory  warranty.  Call  toll 
free  (800)  521-7527  for  computer  print- 
out price,  or  mail  make  &  model  to: 
BONDED  BROKERS 
2547-S  Monroe  Blvd. 
Dearborn,  Michigan  48124 
(313)  565-5577.  Specializing  in  Lincoln, 
Mercury,  Ford  &  other  "Big  3"  makes. 


•JAGUAR- 


MIDWEST  LARGEST 
AVAILABLE  FOR  DELIVERY 
'78  XJ  12-L  Choice  of  many 
'78  XJ  6  L  Choice  of  many 
'78  XJS  Coupes — Choice  of  many 

Best  Price — Best  Service 

IMPERIAL  MOTORS.  Inc. 

till)  2:fr.»606 
WILMETTE.  ILL. 

Just  across  \orrh  t^e^tern  imm  •.lution 


'79  Cadillacs  Cost  Less 
In  Detroit 

Dalglelsh  Cadillac  has  the  lowest 
sticker  prices  in  the  (J.S.A. 
Buy  your  new  1979  Cadillac 
in  Detroit  from  Dalgleish, 
the  closest  dealer  to  the  Cadillac  factory 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  G.M.  Q  Fisher  BIdgs. 
"Michigan's  Largest  Cadillac  Dealer' 

Phone  (313)875-0300 

Call  Charles  Owens  or  Mike  Opyr 


EXECUTIVE  EDUCATION 

OFF-CAMPUS  DEGREE  PROGRAMS 
BACHELOR'S.  MASTER'S 
DOCTOR'S 

No  classroom  attendance.  For  peo- 
ple   who    cannot    meet  on-campus 
classroom   requirements.   Credit  for 
college  related  life  experience  learn- 
ing. Write  or  call  for  Catalog  and 
details.  Off-Campus  Registrar, 
KENSINGTON  UNIVERSITY 
Box  2036    Dept.  709 
512  E.  Wilson  Ave. 
Glendale.  Cal.  91209 
Tel.  213.  245-7224 

EXTERNAL  DEGREES  IN  BUSINESS 
BACHELOR'S  •  MASTERS  • 
DOCTOR'S 

An  alternate,  practical  approach  to 
higher  education  for  in-service  ex- 
ecutives who  cannot  meet  on-cam- 
pus classes.  Write:  External  Regis- 
trar, Western  Colorado  University, 
1129  Colorado  Avenue,  Grand  Junc- 
tion, Colorado  81501.  •  "A  Recog- 
nized Candidate  for  Accreditation, 
Accrediting  Commission  on  Higher 
Education,  National  Association  of 
Private,  Non-traditional  Schools  and 
Colleges." 

RECOGNIZED  COLLEGE  DEGREESI 

You  may  be  closer  to  earning  your 
B.A.,  M.A.,  or  Ph.D.  than  you  realize. 
Receive  credit  for  work  experience, 
mil.  SVC,  seminars,  indep.  study,  and 
previous  academic  trng.  Can  be  com- 
pleted from  home  or  office.  No  class- 
room attendance  req'd.  For  FREE 
Info,  call  or  write  American  interna- 
tional University  Dept.  FOR/BF. 
Ste  595,  150  S.  Los  Robles  Ave. 
Pasadena,  CA  91101 


COLLEGE  DEGREES  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fast. 
Free  details. 
DR.  JOHN  BEAR, 
2150  Franklin  Street,  Dept.  62455 
Oakland.  California  94612 


MGM'T  &  SALES  MEETINGS 


m 


FAST  FACTS  ABOUT  FORBES  SUBSCRIBERS 

*  Total  paid  circulation:  660,000 

*  301,620  are  in  top  management  positions 

*  181,000  serve  on  their  companies'  board  of  directors 

*  147,800  serve  on  boards  of  companies  other  than  their  own 

*  610,000  own  stock.  Average  holdings:  $232,000 

*  Average  household  income:  $52,600 

*  Average  net  worth:  $553,600 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


$17  ENTRY  .  .  .  $200,000  RETURI" 
A  $17.00  tax-deductible  filing  fee  « 
non-competitive  public  drawings  f 
oil  and  gas  leases  by  the  Federal  Go 
ernment  could  return  $200,000. 
Free  details. 
AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 


FOR  SALE  OR  WILL  VENTURE 

Producing  open  pit  gold  mine.  He 
leaching.  Large  property.  Small  sea 
operation  needs  capital  to  increa 
production  scale.  Ideal  for  small  we 
financed  company  that  wants  imrr 
diate  cash  flow.  Requires  over  $500,OC 
F.W.  Lewis,  120  Greenridge  D 
Reno,  NV  89509.  Phone:  702/826-24C 


JOINT  VENTURE:  Exceptional 
portunity  for  a  dynamic  marketi 
organization  to  supply  world  markc 
with  outstanding  health  care  produc 
for  food  producing  animals.  Produc 
developed  through  extensive  resear 
and  protected  by  patents.  Manufa 
turer's  plants  located  in  U.S.  and  Ii 
land.  Extraordinary  opportunity,  fi 
replies  held  in  strictest  confidenc 
Write:  President,  Masti-Kure  Prodnc 
Co.,  Inc.,  Norwich,  Connecticut  063? 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write:  Box  A141  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


MONEY  TO  LOAN 


financing:  $1,000-$50,000  aval; 
ble  —  "overnight."  Anyone!  Entire 
by  mail.  Incredibly  low  interest, 
collateral,  cosigners,  special  cone 
tions.  Full  information.  $2  (refun 
able).  Spectmoi,  79  Wall  St.— 13F 
New  York  10005 


GET  CASH  GRANTS— FROM  GO 
ERNMENT.  Also,  cash  loans  ava 
able.  All  ages  eligible.  Complete 
formation,  $2  (refundable).  Advocs 
FBS,  1001  Connecticut  NW,  #101 
Washington,  D.C.  20036 


NEED  MONEY? 

Finance  any  business.  Computeriz< 
listing  of  1500  Best  Lenders  plus  3i 
Venture  Capital  lenders  plus  simf 
application.  Complete  $24.95.  CO 
Call  toll  free  1-800-821-2157.  Ame 
can  Credit  Exchange,  3300  W.  Moc 
ingbird  Lane,  Dallas,  TX  75235 


INVESTMENT  NEWSLETTEF 


WILL  YOU  MISS 
THE  NEXT  RALLY, 
AGAIN? 

You  won't  if  you  subscribe  to  tt 
weekly  WALL  STREET  NAVIG/ 
TOR.  Each  issue  contains  10  pages  > 
timely  information  for  the  investf 
who  wants  to  stay  on  top  of  the  stoo 
market.  For  a  four  week  trial  subscri 
tion,  send  $1.00  to: 
STOCK  MARKET  APPR AIS  AL,  IN» 
P.O.  Box  355,  Stapleton  Station 
Staten  Island,  New  York  10304 
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BUSINESS  OPPORTUNITIES 

REAL  ESTATE 

EXECUTIVE  GIFTS 

ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP'Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
$9500  cash  investment  required, 
if  you  qualify— 
CALL  TOLL  FREE  TODAY 
1-800-821-7700,Ext.323 

P.O.  Box  5630, 
4470  Monroe  St.,  Dept.  FB 
Toledo,  Ohio  43613 


Become  Our  Branch  Oflico  in 
Your  Area  —  Highest  Com- 
missions —  Research-Com- 
puterized Daily  Accounting  — 
Toll  Free  Phone  —  Maxitron 
Trading  System  —  You  Will 
Fully  Own  the  Otfice  —  Quali- 
fied Leads  —  Incentives  — 
Worldwide  Trading  —  Off- 
shore Trading  —  Over  40  Of- 
fices Nationwide 

CAYMAN  ASSOCIATES,  LTD. 
175  W.  Jackson  Blvd.,  Chicago,  IL  60604 
Toll  Free  (800)  621-3156  10  A.M.-5  P.M. 


BROKERS: 
YOUR  OWN 

.COMMODITY 

i FUTURES 
OFFICE 


ESTDUSTRIAL 
.MANUFACTURING  LICENSE 

')  qualified  candidates  who  enjoy  the 
illure  of  Industrial  Manufacturing, 
t^e  offer  a  virtually  competition-free 
iusiness  secured  by  machinery,  train- 
iig  and  long-range  support.  Invest- 
iient  of  $110,000  should  generate  sub- 
nantial  annual  income.  Company  scru- 
iiny  is  considerable. 

i  North  American  Carbide  Corp. 

;  Call  Mr.  Faircloth,  1-800-525-9496 


OTHERS  DO  EVERY  MONTH  IN  U  S  SOVERHMENT  OIL 
LEASE  DRAWINGS  IF  YOU  ARE  21  AND  A  CITIZEN 
YOU  CAN  PARTICIPATE  EQUALLY  WITH  MAJOR 
OIL  COMPANIES  IN  THIS  LEGAL  LOTTERY-  A 
KS  TAX  DEDUCTIBLE  FILING  FEE  CAN 
RETURN  UP  TO  S75.0OO  AND  MORE 
IMMEDIATELY  PLUS  A  POSSIBLE 
FORTUNE  IN  FUTURE  INCOME 
WRITE  DEPT  FF  FOR  FREE  INFORMATION 
■.  MILLIGAN,  INC,  SflO  MANHAnAN,  BOULDEfl  CO  80303 


START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

tart  with  GIFTIME'S  fabulous  col- 
r  catalog  of  giftware  &  novelty  items 
II  dropshipped  for  you.  No  packing 
r  shipping.  Unique  Bonus  Plan  stim- 
lates  orders.  Free  catalog  &  details 
from  GIFTIME,  Inc. 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia,  PA  19144 
(215)  842-1400 


13,000,000  MEN 
WILL  RENT  A 
TUXEDO  IN  1978 

Our  youth  oriented  business  is 
growing  .  .  .  we're  up  20%  over 
last  year.  WHY?  We  have  mod- 
ernized the  formalwear  rental 
industry!  Proms  and  formal 
weddings  are  more  popular  to- 
day than  ever.  This  high  ticket 
($35-$45)  .  .  .  high  percentage 
gross  and  net  profit  business 
can  be  yours  without  any  pre- 
vious knowledge.  We  train  you, 
finance  you  and  commit  bur- 
selves  to  a  long  term  store 
lease.  We  support  you  with  in- 
store  assistance  and  national 
advertising.  We're  convinced! 
135  franchisees  are  convinced! 
CAN  WE  CONVINCE  YOU! 
For  details  write  or  call  collect: 

MR.  JOHN  HEISER 
(312)  236-2333  . .  .  GINGISS  IN- 
TERNATIONAL, 180  N  La  Salle 
St.  Chicago.  IL  60601 


YOU  COULD  BE 
A  WINNER 

For  only  a  $25.00  tax-deductible 
entry  fee,  you  could  realize  large 
profits  from  federal  oil  and  gas 
lease-rights.  Monthly  drawings 
are  conducted  by  the  Bureau  of 
Land  Management  offering  op- 
portunity to  all  citizens.  We  urge 
you  to  take  advantage  of  our  in- 
dustry expertise. 

For  further  information, 
call  or  write: 

Western  Region,  Inc. 

7515  Greenville  Ave.,  Suite  404 
Dallas,  Texas  75231 
214/750-8323 


$700  PER  MONTH  EARNINGS  pos- 
sible filling  out  income  tax  forms  at 
home  or  tax  office  during  tax  sea- 
son. We  show  you  how.  Simple, 
quickly  learned.  Details  mailed  free. 
No  salesmen.  Hurry.  Big  demand. 

FEDERATED  TAX 

2044  Montrose 
Chicago  60618 

TRUCKS -TANK  & 
REFRIGERATED  TRAILERS 
FOR  SALE 

Built-in  management  expertise  avail- 
able. Attractive  tax  benefits  first  year. 
Profitable  return  thereafter.  Get  into 
gear,  buy  a  truck,  make  money  and 
save  taxes.  Write  Box  A142  Forbes, 
60  Fifth  Ave.,  New  York,  NY  10011 


New  Roads 
toWealth 

and 
Opportunity 


CAN  OPEN  THE  DOOR 

to  your  own  exclusive  business  help- 
ing millions  needing  our  mind-acti- 
valing  programs  and  services  In  the 
communications  and  human  relations 
industry  No  franchise  fee  Training 
and  testimonial  provided.  Send  for 
It  today  SAI,  Inc.,  Dept.  FB9-FB1,  P.O.  Box  47621 
Oillai,  TX  75247.  Pk.  214-630-6226 


FORBES:  CAPITALIST  TOOL 
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MSB^  RELOCATING? 


„  800-325-;^77 

VaRBClKy  St  Louis.  MO  63121^ 

WYOMING  FARM 
INVESTOR  NEEDED 

Hard-working  family  needs  to  sell  or 
take  in  a  partner  on  a  highly  produc- 
tive farm  on  Big  Horn  River  near 
Lovell,  Wyoming.  Prel'minary  projec- 
tions, based  on  1978  crop  prices,  indi- 
cate potential  return  in  excess  of  10%. 
Farm  priced  at  $725,000  ($190,000 
down  &  assume  indebtedness) 

HALL  &  HALL,  INC. 

406/252-2155  or  Box  1924 
Billings,  MX  59103 
"Wyoming  sponsoring  Broker: 
Good  land  &  cattle" 

FREE  CATALOG 

Big,  Free  1978  Catalog  describes  and 
pictures  more  than  2,500  farms,  ranch- 
es, acreages,  recreational  properties, 
businesses,  town  and  country  homes 
in  39  states  coast  to  coast!  Please 
specify  type  and  location  preferred. 
UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 


LAND  FOR  INVESTMENT- 
RACE  HORSES,  CATTLE 
OR  DEVELOPMENT 

40  to  3,000  acre  tracts  (all  join) 
10  miles  north  of  Ocala  in 
Race  Horse  area  on  U.S.  301/441 
On  St.  John's  River  18  miles  East  of 
Orlando,  9,000,  17,000  &  12,000 

acre  tracts  (all  join) 
All  tracts  owned  by  same  owner 
over  30  years 

NORRIS  CO.  P.O.  Box  1088 
OCALA,  FLORIDA  32670 
(904)  622-7151 


ART  &  ANTIQUES 


COLLECTORS  SERIES™ 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  11 
airplanes,   autos,   ships,   railroad  & 
American  scenes,    Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept.  FM,  Box  7919, 
Chicago,  IL  60680 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manofacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


The  new  school 
of  thought  in 
old  school  ties. 

The  nevir  school  prefers  its  corporate 
pride  to  be  stated  with  taste  and  sub- 
tlety. That  is  why  Hampton  Hall  de- 
velops a  fashionable,  versatile  dignity 
Into  every  custom  design.  Ask  for  our 
free  brochure  showing  such  exclusive 
creations  in  ties  and  scarves. 


SiampjUm  9iM,  £td. 

corporate  fashion 


CIGARS 


Your  Cigars  are  as  Close  as 
Your  Phone  OLD  CHICAGO 
SI^OKE  SHOP  stocks  Your 
Favorite  Brand,  Guaranteed 
Fresh,  at  UNBELIEVABLE  LOW 
PRICES! 

FAST  DELIVERY,  FREE 
anywfiere  in  tfie  United 
I  States.  Call  TOLL  FREE 
for  Quote! 
Illinois  800-972-1135 
Other  States:  800-621-1453 

OLD  CHICAGO  SMOKE  SHOP 

Distributors  of  Royal  Honduran  Cigars 


BAIT-OF-THE  MONTH  CLUB® 

An  ideal  gift!  Make  yourself  or  some- 
one else  happy.  We  send  a  unique 
fishing  lure  each  month  for  a  year  with 
your  name  shown  as  sender.  Send  your 
friend's  name  and  address  with  $29.95 
or  your  MC  or  VISA  #  and  exp.  date. 
Write  for  quantity  discounts. 

MIDCO  SUPPLY  Dept.  B 
Box  177,  Middletown,  OH  45042 
513-422-2061 


EXECUTIVE  FITNESS 


FIT- 


^ESS  W 


•THE  KEY 

TO  EXECUTIVE  FITNESS 

AND  FAT  LOSS" 
In  15  minutes  a  day  —  Listen  to  live  lectures  by 
M.IT.  Nutritionist,  COVERT  BAILEY,  on 
cassette  tape  —  Enlightening  &  Entertaining  — 
explains  the  key  '.o  fitness  through  exercise 
and  nutrition.  Two  cassette  lecture  on  exercise 
$16.95  postpaid.  Six  cassette  course  on  exercise 
and  nutrition  $62.95  postpaid.  Send  Check  or 
Credit  Card  No.  include  expiration  date,  Calif, 
residents  add  6*^  sales  tax. 

XECMAPIMCIIAIIK 

P.O.  Box  20  -  Sunset  Beach,  CA  90742 
(213)  592-2875  -  (714)  898.0481 
Catalog  on  Request 
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Safeway   13 
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Schlumberger   109 
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ALEXANDER  &  ALEXANDER  INC  75 

Agency:  N.W.  Ayer  ABH  International 


*  EASTMAN  KODAK  COMPANY   85 

Agency:  J.  Walter  Thompson  Company 


THE  MARLEY  COMPANY   93 

Agency:  The  Foxridge  Agency 


AMERICAN  TELEPHONE  & 

TELEGRAPH  CO  60 

Agency:  N.W.  Ayer  ABH  International 

*  BANCO  DO  BRAZIL   28 

Agency:  Kenyon  &  Eckhardt  Inc. — C.P.V. 

*  BANKERS  TRUST  COMPANY   53 

Agency:  Doyle  Dane  Bernbach  Inc. 

BARRON'S   77 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

*  BUCYRUS-ERIE  COMPANY   96 

Agency:  Hoffman,  York,  Baker  & 
Johnson,  Inc. 

-k  CANON  USA,  INC.  COPIER  DIVISION  12-13 

Agency:  Dentsu  Corporation  of  America 

□  J  I  CASE  COMPANY   18-19 

Agency:  Bozell  &  Jacobs,  Inc. 

CHEMICAL  BANK   Back  Cover 

Agency:  Marsteller  Inc. 

CHRYSLER  LE  BARON   25 

Agency:  Young  &  Rubicam  Inc. 

CHUBB  GROUP  OF  INSURANCE 
COMPANIES   61 

Agency:  Muller  Jordan  Herrick  Inc. 

DELTA  AIR  LINES,  INC  37 

Agency:  Burke  Dowling  Adams,  Inc. 

DRAVO  CORPORATION   50 

Agency:  Ketchum,  MacLeod  &  Grove  Inc. 


ESQUIRE  MAGAZINE 


.81-82-83 


FARRELL  LINES  INCORPORATED   91 

Agency:  Wilson,  Haight  &  Welch,  Inc. 

□  FIDELITY  AGGRESSIVE  INCOME  FUND  ..113 

Agency;  Quinn  &  Johnson,  Inc. 

FORBES  MAGAZINE   101 

FORBES  CUSSIFIED   110-111 

FOUR  SEASONS  HOTELS   52 

Agency:  Young  &  Rubicam,  Ltd. 

GENERAL  TELEPHONE  &  ELECTRONICS 
CORPORATION   48-49 

Agency:  Doyle  Dane  Bernbach  Inc. 

★  HONEYWELL  COMMERCIAL  DIViSION    . .  .8-9 

Agency:  BBOO,  Inc. 

E.F.  HUTTON  &  COMPANY  INC  3 

Agency:  Benton  &  Bowles,  Inc. 

INTERNATIONAL  BUSINESS  MACHINES 
CORPORATION   17 

Agency:  Geer,  DuBois  Inc.  Advertising 

★  IOWA  DEVELOPMENT  COMMISSION 
INDUSTRIAL  DIVISION   11 

Agency:  Fultz,  LaCasse  &  Associates,  Inc. 

★  JOHNS-MANVILLE  CORPORATION   38-39 

Agency:  Frye-Sills,  Inc. 

LOCKHEED  AIRCRAFT  CORPORATION    . .  .4-5 

Agency:  McCann-Erickson,  Inc. 

□  MCDONNELL  DOUGLAS  CORPORATION  ..86 

Agency:  J.  Walter  Thompson  Company 


MORGAN  STANLEY  &  CO.  INC  15 

Agency:  Doremus  &  Co. 

□  T.  ROWE  PRICE  GROWTH 

STOCK  FUND,  INC  109 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

*  RANDUSTRIAL  CORPORATION   46 

Agency:  Mt.  Pleasant  Advertising,  Inc. 

READER'S  DIGEST   95 

Agency:  J.  Walter  Thompson  Company 

□  THE  RITZ-CARLTON  HOTEL   16 

Agency:  Kelly,  Tims  &  Andrus,  Inc. 

□  ST.  PAUL  FIRE  &  MARINE 

INSURANCE  COMPANY   88-89 

Agency:  Campbell-Mithun,  Inc. 

ST.  REGIS  PAPER  COMPANY   20 

Agency:  Cunningham  &  Walsh  Inc. 

SCIENTIFIC  AMERICAN   103 

Agency:  Marsteller  Inc. 

□  SOURCE  SECURITIES  CORPORATION  ...109 

Agency:  Pine  Street  Marketing 
Services,  Inc. 

SOUTHERN  NATURAL  RESOURCES,  INC.  108 

Agency:  Luckie  &  Forney.  Inc. 

★  3M  DUPLICATING  PRODUCTS   55-58 

Agency:  D'Arcy-MacManus  & 
Masius  Advertising 


TRW  INC.  CORPORATE     . . . , 

Agency:  Sapin  &  Tolle  Inc. 
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UNITED  TECHNOLOGIES 

CORPORATION   Third  Cover 

Agency:  Marsteller  Inc. 

THE  VALUE  LINE 

INVESTMENT  SURVEY   99 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

VANTAGE   6 

Agency;  Leber  Katz  Partners  Inc. 

VOLVO  OF  AMERICA  CORP.   Second  Cover 

Agency:  Scali,  McCabe,  Sloves,  Inc. 

THE  WARNER  &  SW/ASEY  COMPANY   1 

Agency:  The  Griswold-Eshleman  Company 

□  W/ESTERN  AUTO   14 

Agency:  Barickman  Advertising,  Inc. 

WESTINGHOUSE  ELECTRIC 

CORPORATION   26-27 

Agency:  D'Arcy-MacManus  & 
Masius  Advertising 

★  YOUNG  RADIATOR  COMPANY   11 

Agency:  Bozell  &  Jacobs,  Inc. 

OLD  WEST  REGION  SECTION 

THE  ANACONDA  COMPANY   Old  West  69 

Agency:  Gaynor  &  Ducas  Advertising 

BURLINGTON  NORTHERN  INC.     Old  West  64 

Agency:  BBDO,  Inc. 


MONTANA  POWER  COMPANY 

Agency:  Sage  Advertising 


.  .Old  West  66 


□  NEBRASKA  DEPARTMENT  OF  ECONOMIC 
DEVELOPMENT   Old  West  70 

Agency:  Miller  Friendt 

Ludemann  Incorporated 

□  NORTH  DAKOTA  BUSINESS  &  INDUSTRIAL 
DEVELOPMENT  DEPARTMENT       Old  West  65 

Agency:  Candee,  Saueressig  Marketing  & 
Advertising,  Inc. 

□  NORTHERN  NATURAL  GAS 

COMPANY   Old  West  71 

Agency:  Bozell  &  Jacobs,  Inc. 

□  THE  OMAHA  NATIONAL  BANK       Old  West  67 

Agency:  Holland  Dreves  Reilly,  Inc. 

□  OMAHA  PUBLIC  POWER 

DISTRICT   Old  West  67 

Agency:  Holland  Dreves  Reilly,  Inc. 

□  ROCKY  MOUNTAIN  ENERGY 

COMPANY   Old  West  72 

□  SOUTH  DAKOTA  INDUSTRIAL 

DIVISION   Old  West  68 

Agency:  Colle  &  McVoy  Advertising  Agency 

□  STATE  OF  MONTANA— TRAVEL 
PROMOTION  UNIT   Old  West  68 

Agency:  Sage  Advertising 


WHEN  THE  RATINGS  SfiX  BAA, 
FIDELITY  USTENS. 


Fidelity  Aggressive  Income  Fund  is  made 
up  of  high-yielding,  lower  rated  and  unrated 
corporate  bonds  (Baa  or  lower).  Our  full- 
time  professional  management  sees  them  as 
"underrated"  investment  opportunities. 

Fidelity's  careful  research  seeks  the 
strongest  asset  protection  available  on  these 
high-yielding  bonds.  We  also  investigate 
management's  strength,  eamings  prospects, 
and  otner  key  factors.  The  portfolio  is  con- 
tinuously monitored. 

The  Fund  has  no  sales  charge.  There  is 
immediate  liquidity  and  broad  diversification. 
Those  anxious  to  depart  from  the  flock  are 
urged  to  call  or  write  today. 

CALL  FREE  (800)  225  6190 

In  Mass.  Call  Collect  (617)  726-0650 

FIDELITY  GROUP 

Over  $3.5  billion  of  assets  under  management. 


P.O.  Box  832,  Dept.  FFS0y04 
82  Devonshire  St  .,  Boston,  Mass.  02103 

For  more  complete  infor- 
mation, including  management 
fees  and  expenses,  please  write 
or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or 
send  money. 

Name  


Address  _ 
City_ 


^State 


Retirement  Plan  Iniormation: 

Keotji;:^  ira:  Mm: 


Handsome  slip  cases 
that  hold  a  full  year 
of  Forbes 


You  can  stop  Forbes  getting 
limp,  dog-eared  or  lost  by  keep- 
ing your  copies  in  this  sturdy  slip 
case— big  enough  to  hold  a  year 
of  Forbes  magazines. 

Crafted  by  hand,  the  case  is 
bound  in  black  grained  simu- 
lated leather  with  a  contrasting 
red  spine.  The  Forbes  title  is 
boldly  embossed  in  gold.  Enough 
gold  transfer  foil  is  included  for 
adding  the  volume  and  year  you 
wish. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Forbes  Slip  Cases. 

 is  enclosed. 

3  for  $12,  6  for 


Please  send  me 

My  check  for  

Prices:  $4.25  each 
$22.  (Postage  and  handling  included 
Orders  outside  U.S.,  add  $1  per  case 
for  postage  and  handling. 

Name  


(please  print) 


Address. 
City  


.State. 


-Zip. 


Please  allow  3  to  4  weeks  for  delivery. 


on  the 

Thoughts  .  .  .  Business  of  Life 


By  reaching  for  a  height  we  cannot 
quite  touch,  we  improve  our  standards. 
William  Feather 


He  that  labors  and  thrives  spins  gold. 
George  Herbert 


Who  works  achieves  and 
who  sows  reaps. 
Arab  Proverb 


Men  are  by  nature  unequal. 
It  is  vain,  therefore,  to  treat 
them  as  if  they  were  equal. 
James  A.  Froude 


Ability  is  useless  unless  it's  used. 
Robert  Half 


Either  do  not  attempt  at  all, 
or  go  through  with  it. 
Ovid 


Walking  on  water 
wasn't  built  in  a  day. 
Jack  Kerouac 


It  is  as  true  today  as  it  was 
yesterday  and  will  be  tomorrow  and 
many  tomorrows  thereafter  that  a  good 
workman  jnust  ever  and  always  pass 
a  poor  workman.  The  world  still  beats 
a  track  to  the  door  of  the  ablest 
man  in  his  line,  even  if  that  line 
is  only  the  making  of  mousetraps. 
B.  C.  Forbes 


He  that  hath  a  trade  hath  an  estate, 
and  he  that  hath  a  calling  hath 
an  office  of  profit  and  honor. 
Benjamin  Franklin 


The  shoemaker  makes  a  good  shoe 
because  he  makes  nothing  else. 
Ralph  Waldo  Emerson 


Remember,  you  can't  drain 
the  ocean  with  a  teaspoon. 
IGNAS  Bernstein 


Life's  greatest  gift  is  natural  talent. 
P.K.  Thomajan 


The  world  won't  recognize  your  ability 
until  you  demonstrate  it. 
Arnold  Glasow^ 


Sometimes  great  life-changing  values 
come  to  us  in  brief  moments  of  contact 
with  high-potential  personalities. 
Walter  MacPeek 


If  I  wanted  to  become  a  tramp, 
I  would  seek  information  and  advice 
from  the  most  successful  tramp  I  could 
find.  If  I  wanted  to  become  a 
feilure,  I  would  seek  advice  from  men 
who  have  never  succeeded.  If  I  wanted 
to  succeed  in  all  things,  I  would  look 
around  for  those  who  are  succeeding 
and  do  as  they  have  done. 
Joseph  Marshall  Wade 


Bees  aren't  as  busy  as  we  think  they 
are.  They  just  can't  buzz  any  slower. 
Abe  Martin 


One  must  learn  by  doing  the  thing, 
for  though  you  think  you  know  it,  you 
have  no  certainty  until  you  try. 
Aristotle 


Poor  is  the  pupil  who 
does  not  surpass  his  master. 
Leonardo  da  Vinci 


There  is  something  that  is 

much  more  scarce,  something  finer 

far,  something  rarer  than 

ability.  It  is  the  ability 

to  recognize  ability. 

Elbert  Hubbard 


Show  me  the  man  you  honor, 
and  I  will  know  what  kind  of  man 
you  are,  for  it  shows  me  what 
your  ideal  of  manhood  is,  and  what 
kind  of  a  man  you  long  to  be. 
Thomas  Carlyle 


Everybody  wants  to  be  somebody, 
but  nobody  wants  to  grow. 
Goethe 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject, 
available  in  a  574-page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc. ,  60  Fifth  Avenue,  New- 
York,  N.Y.  10011.  Add  appropri- 
ate sales  tax  on  Netv  York  State 
orders. 


To  do  easily  what  is  difficult 
for  others  is  the  mark  of  talent. 
Henri  Fr£dj!ric  Amiel 


The  sweetest  of  all  sounds  is  praise. 
Xenophon 


A  Text . .  . 


Sent  in  by  E.  Irene  Fraker,  Columbus,  Ohio. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


A  man  shall  be  satisfied  with  good  by 
the  fruit  of  his  mouth;  and  the  recom- 
pense of  a  man's  hands  shall  be  rendered 
unto  him. 
Proverbs  12:14 
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"FU  match  bankers 
against  any..anywhere." 


"They're  bright,  ambitious . . .  it's  unbelievable  how 
rd  they  work  to  make  the  bank  work  for  our  customers.  In  this  case,  the  major  food  processing, 

tobacco  and  beverage  companies  in  the  country. 


"My  job  is  managing ...  to  help  my  people 
do  their  jobs  for  clients.  Getting  involved  in  doing  complicated  deals. 
Making  sure  they  understand  and  stay  on  top  of  our  industries  as  1  do.  The  two 
technical  directors  in  my  division,  both  agricultural  business  specialists,  know 
what's  going  on  in  Nigeria,  in  Latin  America,  in  sugar,  in  corn  syrup . . .  and  their 
expertise  is  used  by  us  all,  as  well  as  by  our  customers. 


"Twelve  years  ago,  when  I  started  with  Chase,  I  felt  we  were 
the  premier  bank.  We  are  today.  Very  responsive . . .  creative  in 
helping  with  problems.  Tremendously  capable  internationally. 


The  Chase  Bank.  A  worldwide  network  providing  vast  sums  of  money 
ad  essential  banking  services  for  clients  in  over  100  countries.  What  we  offer  is  yours 
through  your  Chase  Relationship  Manager  Call  on  today's  Chase  Bankers  today. 
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M.  Hutchinson 
ident/Division  Executive 
verages  &.  Tobacco 
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LCD  Alarm 
ChroiiogF^h 

The  accuracy  of  the  Greenwich  observatory... 
with  greater  split-second  precision  than  the 
finest  Swiss  stopwatch...plus  the  convenience 
of  a  24-hour  alarm  and  pers(mal  reminder  system. 


Three-Way  Chronograph  System 

No  other  instrument,  at  any  pnce,  gives  you  greater 
precision  than  the  1/IOOth  of  a  second  accuracy  of  the 
new  LCD  Alarm  Chronograph,  or  greater  versatility 
and  flexibility  in  timing  an  event  from  a  fraction  of  a 
second  to  one  full  hour  Only  with  the  micro-electronic 
revolution  could  you  have  three  separate  chrono- 
graphs in  one  sleek,  superbly  styled  timepiece. 


Timed  to 

54  minutes 

and  14.85  seconds 


#1  Add  Time  .  .  is  the  slop  watch  mode.  You'll  use  it 
to  time  everything  from  a  phone  call  to  the  length  of  a 
meeting  How  long  your  car's  been  at  a  parking  meter, 
the  time  you've  been  jogging  or  exercising,  even  the 
time  it  taKes  a  quarterback  to  set  up  and  tnrow  With 
Add  Time,  you  can  stop  when  necessary,  like  a  time 
out  in  basketball,  and  start  again  when  the  action 
begins.  Try  it  the  next  time  you  prepare  a  speech. 
#2  Split  Time  is  the  mode  you  II  use  to  get  the  time 
of  each  contestant  across  the  finish  line,  or  to  get  the 
time  for  the  '  a  or  the  or  any  intenm.  On  Split  Time 
the  chronograph  is  actually  stopped  and  running  at 
the  same  time,  so  you  can  use  it  to  figure  the  time  of  a 
pit  stop,  for  example,  and  still  get  the  over-all  time  of 
the  race 

#3  Lap  Time  .is  used  in  a  relay  race,  for  example  It 
stops  to  measure  an  event  and  simultaneously  starts 
again  from  zero.  So,  the  instant  a  runner  passes  the 
baton  you  stop  the  chronograph;  this  gives  you  his 
time  while  the  Lap  Timer  automatically  starts  counting 
the  next  runner  s  time.  Any  event  can  be  split  into  its 
component  parts  this  way,  from  a  rocket  launch  to  a 
production  process.  In  a  football  game  you  can  get  the 
exact  time  it  takes  a  punter  to  kick  the  ball,  the  time  the 
ball  s  in  the  air.  the  time  of  the  runback.  With  Lap  Time, 
you  can  separate  the  time  of  elements  that  cannot  be 
separated  in  any  other  way 

Within  minutes,  you'll  be  able  to  master  each  of 
these  3  modes.  In  days,  find  innumerable  business 
and  personal  uses.  Take  30  days  to  prove  it  to  your- 
self. 


This  new  LCD  Alarm  Chronograph  is  truly  ex- 
traordinary. It  does  more  and  does  it  better  than 
any  other  watch.  With  a  bold,  impressive  ap- 
pearance that  reflects  its  uncommon  ability. 

An  Extraordinary  Value 

The  only  thing  about  it  that's  not  extravagant 
is  Its  price.  It's  actually  $200.00  /ess  than  the 
only  watch  that  comes  even  close  to  its  useful- 
ness and  accuracy. 

Quartz  Crystal  Time  .  .  .  The  LCD  Alarm 
Chronograph  gives  you  accuracy  to  ±  60  sec- 
onds a  year.  Quartz  crystal  accuracy  that  would 
have  been  considered  sensational  per  month 
in  earlier  micro-electronic  watches.  And  is  still 
not  available  in  models  selling  for  as  much  as 
$500.00  and  $1000.00. 

Electronic  Calendar  ...  So,  you  always  have 
exactly  the  right  time  on  display.  In  hours,  min- 
utes and  running  seconds.  Without  pushing  a 
button.  Touch  the  button  and  the  seconds  are 
replaced  with  either  the  day  or  the  date.  Of 
course,  the  electronic  calendar  adjusts  au- 
tomatically for  the  number  of  days  in  the  month. 
Then,  so  you  can  see  when  it's  dim  or  you're  in 
the  dark,  the  face  lights  up. 

24  Hour  Alarm 

Of  all  the  features  available  in  digital  watches 
today,  an  alarm  system  like  this  is  the  one  that's 
most  wanted.  And  no  wonder.  It  will  wake  you; 
remind  you  of  your  appointments,  phone  calls 
and  meetings  (or  break  one  up  that's  been 
going  on  too  long).  It's  really  important  enough 
all  by  itself  to  warrant  your  getting  a  new  watch. 

You  can  set  this  alarm  tor  any  minute  of  any 
hour.  Day  or  night.  In  all,  1440  positions  are 
available  —  easily  and  instantly.  Then,  unless 
you  change  or  deactivate  it,  the  alarm  will 
sound  for  a  full  minute  at  the  same  time  every 
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day.  With  an  insistent,  though  pleasant,  beep. 
To  check  if  the  alarm  is  set  and  for  what  time, 
just  touch  the  alarm  button. 

Most  remarkable  of  all,  on  this  direct-by-mail 
offer  from  Douglas  Dunhill,  it's  like  getting  the 
alarm  tree! 

Three  Different  Chronographs 

As  to  the  chronograph,  or  split-second  timer, 
its  precision  is  so  fine,  it  borders  on  the  infinites- 
imal. Imaqine,  it  enables  you  to  time  an  event  to 
one-hundredth  of  a  second.  Any  event.  Be- 
cause unlike  most  chronographs,  which  work  in 
either  one  or  at  most  two  ways,  this  one  stops 


time  —  as  explained  to  the  far  right  —  in  three 
different  ways.  This  extraordinary  versatility 
makes  the  LCD  Chronograph  with  its  highly 
sophisticated  micro-computer  chip  the  ideal  in- 
strument for  doctors,  pilots,  motion  picture  di- 
rectors and  photographers,  sound  and  effi- 
ciency engineers,  sportsmen  of  course,  and 
every  executive  who  wants  the  ability  to  com- 
mand time  to  stand  still. 

Only  $100 

Right  now,  the  only  other  watch  with  all  these 
features  is  the  Seiko.  And  it  regularly  sells  for 
$299.95.  Over  two  hundred  dollars  more  — 
even  though  its  chronograph  is  accurate  to  only 
a  tenth  of  a  second. 

This  incomparable  value  is  what  convinced 
us.  And  we're  one  of  the  oldest  and  largest  mail 
merchandisers  in  America.  (Of  course,  only 
after  exhaustive  quality  control  tests.)  After  all, 
what  would  you  say  to  a  salesman  in  a  store 
about  a  price  compahson  like  this?  Never  mind 
your  reaction  when  he  tried  to  explain  that  this 
was  a  finer,  more  accurate  fully  electronic  solid 
state  watch  than  many  that  sell  for  as  much  as 
$1000.00. 
30  Day  Trial 

With  us,  buying  by  mail,  you  can  prove  all  this 
to  your  own  satisfaction  without  risking  one 
cent.  You  have  thirty  days  to  put  it  to  the  test:— 
to  confirm  it  won't  gain  or  lose  five  seconds  a 
month,  prove  the  convenience  of  the  alarm, 
satisfy  yourself  that  the  chronograph  is  as  use- 
ful as  it  is  easy  to  operate.  IVIore,  to  compare  it 
with  any  watch  at  any  price,  and  to  send  it  back 
for  a  complete  refund  if  the  value  is  not  as  great 
as  we  say,  if  it  doesn't  arouse  the  admiration 
and  fascination  of  your  friends,  win  your  own 
pleasure  and  satisfaction. 

Rhodium  or  gold  plated 

So,  order  your  LCD  Alarm  Chronograph  to- 
day. The  pnce,  including  shipping,  handling, 
insurance  and  a  handsome  gift  case  is  just 
$100.00.  In  rhodium  or  gold-plated  stainless 
steel  with  a  matching,  extremely  comfortable 
adjustable  band,  the  LCD  Alarm  Chronograph 
comes  with  a  full  ONE  YEAR  Limited  Warranty. 
We  also  promise  to  service  it  to  your  satisfac- 
tion at  any  time  Remember,  too.  the  printed 
circuitry  eliminates  all  moving  parts  and  normal 
servicing,  and  assures  you  of  years  of  trouble- 
free  performance. 

800-325-6400  operator  #07 

(Missouri  residents  call  800-342-6600) 
To  order  by  credit  card,  call  the  toll  free 
number  above.  Send  your  check  to  Douglas 
Dunhill  at  the  address  below.  (New  York  and 
Illinois  residents  add  the  appropriate  sales  tax.) 


Be  sure  to  specify  white  or  gold.  You  11  have 
the  precise  time,  absolute  control  over  time, 
plus  ample  warning  when  it's  time  to  do  any- 
thing. And  the  pride  that  comes  with  wearing  a 
watch  that's  second  to  none 

Dept.  48-1802 

4225  Frontage  Road  •  Oak  Forest,  IL  60452 
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the  housing  industry.  That  may  be  good — 
but  there  are  scary  implications. 
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How  to  get  on  top  of 
everything  that's  happening 
in  r  isk  tnanagement. 

Getonthe 
J&H  computer  iietwork. 


Tight  insurance  markets,  surging  pre- 
miums, and  the  cost  of  money  have  spurred  senior 
executive  interest  in  risk  management. 

However,  some  corporations  are  find- 
ing that  the  nearby  office  of  the  broker  servicing 
their  needs  is  totally  dependent  on.  some  distant 
headquarters  office  for  risk  management  analy- 
sis and  direction. 

Not  at  Johnson  &  Higgins.  Our  com- 
puter network  can  link  any  J&H  office  directly  to 
our  exclusive  risk  management  software  pro- 
grams. These  programs  are  invaluable  support 
for  our  on-site  risk  management  specialists,  a 
combination  that  will  help  you  reach  sound  and 
timely  decisions. 

For  example,  in  a  matter  of  minutes, 
J&H  can  compare  a  captive  approach  with  a  cash 
flow  plan  or  self -insurance,  or  with  a  conventional 
cost-plus  program.  And  if  you  wish,  we  can  do  it 
right  in  your  own  office. 

J&H  risk  management  sophistication. 
It's  as  close  as  your  nearest  J&H  office.  Why  not 
call  today? 

iJohnsoi^iggins 

The  private  insurance  broker. 
We  answer  only  to  you. 


A  group  ol  risk  management  specialists  at  a  J&H  computer  network 
terminal:  Kichani  E.  Meyer,  New  York;  L.  John  Goldberg,  Philadelphia; 
James  P.  Lang,  Los  Angeles;  and  John  E.  Schroeder,  Boston. 


RISK  AND  INSURANCE  ^MNAGEMENT  SERVICES;  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


What's  LearSiegler 

up  to? 


Sales* 


Net  Earnings* 


Earnings  Per  Share 


One  billion  dollars. 


Reaching  $1  billion  in  sales  is  an  important 
landmark  for  any  company,  but  even  more  significant 
are  the  records  surrounding  this  achievement: 
sales  of  $1,155,167,000  represented  an  increase  of 
26  percent  over  last  year.  Net  earnings  increased 

30  percent  to  $48,200,000.  Primary  earnings  per 
share  were  $3.55,  up  31  percent  from  $2.70,  and 
fully-diluted  earnings  per  share  were  $2.90,  up 

31  percent  from  $2.22.  Operating  results  include 
Royal  Industries,  Inc.,  from  January  1, 1977 

Profit  gains  and  increased  sales  were 
achieved  by  all  three  of  LSI's  business  lines: 
electronic  and  electromechanical  products,  vehicle 
components,  and  industrial  and  agricultural 
products,  each  contributing  approximately  an  equal 
amount  to  pre-tax  earnings. 

The  quarterly  cash  dividend  on  common 
shares  was  increased  twice  during  the  fiscal  year,  for 


Entering  our  25th  year  stronger  than  ever. 


a  total  increase  of  60  percent,  from  12y2  to  20  cents 
per  share. 

We  are  entering  our  25th  year  with  continued 
optimism  generated  by  three  factors:  (1)  sales,  net 
earnings  and  earnings  per  share  set  new  records 
for  the  third  consecutive  year,  (2)  fourth-quarter 
sales,  net  earnings  and  earnings  per  share  were 
greater  than  those  for  any  quarter  since  the 
company  was  founded,  and  (3)  we  passed  the 
billion-dollar  sales  mark. 

If  you'd  like  to  see  what  else  LSI  is  up  to, 
write  for  our  fiscal  1978  Annual  Report,  from 
Dept.  AR,  3171  South  Bundy  Drive,  Santa  Monica, 
California  90406. 


ISI 

LEARSIEGLER,  INC. 


INE  ADVANTMiES 
OF  lOCATINGYOUR  COMMNY 

AMIDST  IHEGREilirEST 
aNKENTRflnON  OF  POWER  AND 
INFUIENCE  IN  THE  WORLD. 


Not  only  is  Washington,  D.C.  the  capital  of 
America,  it's  also  fast  becoming  the  capital 
of  business  in  America. 

This  is  where  they  make  the  rules  of  the 
game  that  businessmen  have  to  play  by. 

This  is  where  the  factory  is  that  makes 
the  red  tape. 

Yet,  this  is  also  where  the  greatest  op- 
portunity exists  for  business  today.  Simply 
□ecause  there  are  enormous  benefits  to  hav- 
ing the  federal  government  for  a  neighbor 

Notice  we  said  neighbor  Because  when 
you  look  at  Washington,  the  view  is  better 
from  Fairfax  County,  Virginia. 

Fairfax  County  is  410  square  miles  lo- 
cated just  thirty  minutes  from  Capitol  Hill. 
It  offers  all  the  advantages  of  proximity  to 
Washington  combined  with  a  cornfortable 
suburban  environment.  And  importantly, 
Fairfax  County  offers  a  lifestyle  that's  more 
than  tolerable;  it's  desirable. 

The  ideal  choice  fora 
Washington  location  is 

not  Washington.  Ifs 
Fairfax  County, Virginia. 

That'sactually  the  bottom  line  of  a  report 
issued  by  the  Fantus  Company,  a  subsidiary 
of  Dun  and  Bradstreet,  and  a  leader  in  the 
field  of  location  consultation. 

The  study  thoroughly  examined  loca- 
tional  possibilities  all  over  America  and 
concluded,  "Fairfax  County  may  well  be 
the  optimum  location  selection  for  the  head- 
quarters function  of  a  national  association 
or  the  regional  office  of  a  major  corporation!' 

The  fact  is  that  over  1200  major  corpor- 
ations, associations  and  businesses  have 
already  located  here. 

Companies  like  Mobil  Oil,  TRW,  Honey- 
well and  Computer  Sciences  Q)rponation  are 
typical  examples. 

By  locating  in  Fairfax  County,  any  busi- 
ness influenced  by  government  is  in  a  good 
position  to  influence  back.  Company  execu- 
tives am  establish  personal  contacts  with 
key  legislators  and  staffs  on  Capitol  Hill, 
contacts  that  are  difficult  to  maintain  at 
long  distance. 

You  don't  have  to  be^ 
intimately  involved  with 
the  Federal  government 
to  take  advantage  of  it. 

Since  Washington  attracts  the  best  and 
the  brightest,  companies  that  locate  in  the 
area  can,  too.  Fairfax  Qjunty  firms  have  the 
opportunity  to  tap  an  executive,  managerial 


and  clerical  p(K)l  that  is  perhaps  unequalled 
anywhere  in  the  nation. 

Transportation  systems  are  excellent 
for  regional,  national  or  international  cor- 
porations. Washington  National  and  Dulles 
International  airports  have  direct  flights  to 
major  cities  all  over  America  and  to  major 
capitals  of  Europe  and  South  America. 

And  a  move  to  Fairfax  County  won't 
prove  as  taxing  on  your  company.  Or  your 
people.  The  overall  tax  situation  in  Virginia 
is  favorably  competitive  with  other  states. 

How  that  you  know  what 
power  and  influence 
will  get  you,  look  what 
you  get  for  15<. 

If  you'd  like  to  know  more.  The  Fairfax 
Q)unty  Economic  Development  Authority 
will  be  happy  to  send  you  a  complete  bro- 
chure with  details  on  taxes,  transportation, 
cultural  attractions,  lifestyle,  costs  of  doing 
business,  educational  resources  and  other 
subjects  criti&il  to  a  locational  decision. 

Once  you  discover  the  advantages  of 
locating  your  company  in  Fairfax  County, 
right  in  the  middle  of  the  greatest  concentra- 


tion of  power  and  influence  in  the  world,  you 
may  reach  the  same  conclusion  that  Mobil 
Oil  and  the  others  reached. 

This  may  just  be  the  best  place  in  Amer- 
ica for  business  to  work. 

FAIRKAX  COUNTY,  VIRGINIA. 

I  1 

Please  send  me  complete  Information  on  all  the  advantages 
of  a  Fairfax  County,  Virginia  location  for  my  company 


Name/Title  _ 
Telephone  _ 


Company  

Address  

City  


State/Zip   

Inquire  in  confidence  to.  Mr.  David  Edwards,  Executive 
Director,  Fairfax  County  Economic  Development  Autfiority 
8330  Old  Courthouse  Road.  Suite  800,  Tysons  Comer 
Vienna,  Virginia  22180  Phone  (703)  790-0600     f  1 

This  may  be  the  best  place  in 
America  for  business  to  work. 
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What's  it  like  doing  a  major  story 
on  the  sex  business?  (See  "The  X- 
Rated  Economy,  "  p.  81.)  Executive 
Editor  James  Cook  found  it  not  much 
different  from  doing  a  story  on  how 
the  U.S.  State  Department  helped 
force  up  the  price  of  oil,  or  why  pri- 
vate universities  were  facing  luifair 
competition  from  state-supported 
ones,  or  how  environmentalism  was 
cripphng  coal — all  subjects  he  has 
covered  in  FoRBKS  in  recent  years. 

"It's  a  vast,  sprawling  business,  "  he 
says  of  pornography.  "The  pornogra- 
phers  themselves  are  by  nature  shy, 
as  Kenneth  Patchen  long  ago  ob- 
served. They  don't  really  like  to  talk 
to  the  press,  partly  I  think  because 
they're  worried  about  drawing  the 
lightning  of  the  law  and  partly  be- 
cause, though  tlu'ij  know  that  pornog- 
raphy is  a  business  like  any  other, 
they  don't  want  to  embarrass  their 
wives,  parents,  children  and  friends. 
A  number  of  people,  pornographers 
and  law-enforcement  people  alike, 
talked  with  me  only  on  the  condition 
that  I  would  not  identify  them. 

"I  restricted  myself  to  what  I 
thought  of  as  the  legal  limits  of  the 
subject.  That  left  massage  parlors  out, 
but  included  peep  shows  and  adult 
bookstores,  live  sex  shows  and  adult 
motels,  Anais  Nin's  Delta  of  Venus, 
X-rated  movies  and  even  Louis 
Malle  s  Prettii  Bahtj.  But  if  I  ever 
iitiagined  I  vsould  be  consorting  with 
the  debauched  and  the  depraved,  I 
was  mistaken.  It  didn  t  matter  wheth- 
er I  went  to  an  adult  movie  or  an 
adult  bookstore,  the  same  people 
were  there:  respectable-looking,  mid- 
dle-class people,  most  of  them  men, 
businessmen  probably,  between  35 
and  60.  Hardly  surprising,  that. 
Though  pornography  may  be  the  last 
of  the  privileges  of  the  rich  to  be 
made  available  to  the  masses,  it  still 
doesn't  come  cheap.  Six  bucks  is  a  lot 

A  Regular  Record 

This  edition  of  Forbes  is  another 
milestone  in  the  61-year  history  of 
this  magazine.  At  240  pages,  includ- 
ing 145  pages  of  advertising,  it  is 
the  largest  "  regular "  issue  we  have 
ever  published — not  only  in  adver- 
ti.sing,  but  in  editorial  matter  and 
total   revenues  (nearly  $2  million). 


of  money  for  a  movie.  And  $2.50  for 
Hustler,  when  Harper  s  costs  $1.2.5? 

"Altogether  I  must  have  talked 
with  three  dozen  people,  and  Ellen 
Melton  in  Los  Angeles  and  Breeze 
McMennamin  here  in  .New  York 
must  have  talked  with  another  dozen. 

"As  a  civil  libertarian,  I  guess  I  feel 
pornography  ought  to  be  freely  acces- 
sible to  any  adult  who  wants  to  avail 
himself  of  it.  As  the  father  of  two 


Forbes  editor  and  adult  bookstore 


The  same  people  everywhere. 

teenage  daughters,  I  am  aghast  at  the 
prospect  of  their  ever  coming  in  con- 
tact with  it.  I  also  recall  that  some- 
where in  the  Anabasis,  near  the  end 
of  the  march  up-country,  Xenophon 
talks  about  how  his  tattered  army 
came  upon  a  tribe,  a  village,  a  coun- 
try, whose  inhabitants  freely  copulat- 
ed in  the  streets  like  dogs.  Xenophon 
was  affronted,  as  I  remember,  felt  it 
was  undignified  and  debasing  for  peo- 
ple, made  them  something  less  than 
civilized  beings.  But  of  course  even 
Xenophon  did  not  immediately  avert 
his  eyes.  " 

Some  special  issues,  like  our  Annual 
Report  on  American  Industry  in  Jan- 
uary, or  the  mid-May  Directory  is- 
sue, have  run  larger;  and  the  big- 
gest Forbes  of  all  time,  of  course, 
was  the  60th  Anniversary  edition  of 
Sept.  15,  1977.  That  record— 464 
total  pages,  276  advertising  pages — 
was  one  we  thought  would  stand  for 
a  long  time.  Now,  we're  beginning 
to  wonder.  .  .  .  ■ 
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If  you're  in  the  market 
for  a  desk-top  copiei; 

you  don^t  have  to  settle 
for  a  desk-top  copier. 


If  you  have  $5,000 
or  $6,000  earmarked  for 
a  Savin®  desk-top  copier 
or  a  Xerox®  3100,  you 
can  spend  it  on  a  full-size  ' 
copier  and  still  fiave  some 
money  left  over. 

Because  now  you  can 
buy  a  Pitney  Bowes  PBC® 
Copier  for  $4,995. 

Which  makes  this  the 
right  place  to  ask,  "what's  the 
catch?" 

Well,  the  answer  is,  "there  isn't  any 
catch!' 

For  $4,995,  you  get  a  remanufactured 
Pitney  Bowes  PBC  Copier  and  the  same  complete 
warranty  as  any  Pitney  Bowes  product. 

The  PBC  holds  twice  as  much  paper  as  the  Savin  or 
the  Xerox.  It  copies  almost  twice  as  fast.  It  turns  out  clean 
sharp  copies.  It  copies  on  ordinary  plain  bond  paper, 
even  on  your  own  company  letterhead. 

And  the  Pitney  Bowes  employed  and  trained  service 
network  means  service  when  you  need  it  from  over  600 
locations  throughout  the  U.S.  and  Canada. 

Which  means  there's  far  more  reason  to  buy  the 
PBC  than  just  the  lower  price. 

And  we  know  exactly  what  you  can  do  with  the  money 
you  save. 

Keep  It. 


I  Pitney  Bowes 


For  more  Intormation.  call  toll-free  any  time  800-243-5000. 
(In  Conn  1-800-882-5577]  or  send  in  this  coupon 

Pitney  Bowes 

1788  Crosby  St.,  Stamford,  Conn  06904 

Name  

Company/Title  

Street  


City  

Phone - 


.State. 


.Zip. 


Postage  Meters,  IVlailing  Systems,  Copiers.  Labeling  and 
Price  Marking  Systems 


PBC®  Registered  Pitney  Bowes  trademark  Savin®  Registered  trademark  of  Savin  Business  Machine  Corp  Xerox  ®  Registered  trademark  ot  Xerox  Corp  Ttils  offer  limited  to  inventory  availability 


Trends 


Edited  by  JOHN  A.  CONWAY 


Talk  Vs.  Trade 

How  is  the  decision  requiring  White 
House  approval  for  sales  of  oilfield 
equipment  to  the  Soviet  Union  affecting 
that  industry?  Prior  to  1974,  such  sales 
required  individual  licenses  but  that  was 
later  eased.  This  summer,  after  the  con- 
viction of  two  Soviet  human-rights  dissi- 
dents. President  Carter  ruled  that  he 
would  decide,  case  by  case,  what  Mos- 
cow could  buy.  A  top  American  exporter 
of  oil  gear  to  the  Eastern  bloc  and  China, 
Baker  Trading  Co.,  of  Houston,  thinks 
the  result  will  be  more  paperwork  but  no 
real  threat.  Even  if  the  White  House 
should  decide  on  a  sweeping  embargo 
(doubtful,  in  Baker's  view),  neither  side 
would  suffer  irreparable  damage.  The 
Russians  now  buy  less  than  20%  of  their 
imported  oilfield  machinery  from  the 
U.S.  and,  by  Commerce  Department 
reckoning,  Soviet  orders  rank  near  the 
bottom  of  that  class  of  exports,  with 
about  2%  of  the  total. 


Salt  Talks 

The  next  public  flap  over  dangers  in  the 
American  diet  will  most  likely  center  on 
salt.  Under  contract  to  the  U.S.  Food  & 
Drug  Administration,  the  Federation  of 
American  Societies  for  Experimental  Bi- 
ology (FASEB)  has  just  completed  a 
sweep  of  available  data  and  studies  on 
salt  (or,  more  exactly,  on  sodium,  of 
which  sodium  chloride,  or  table  salt,  is 
the  most  commonly  used).  With  their 
analysis  and  recommendations  complet- 
ed, FASEB  will  next  hold  hearings,  per- 
haps this  fall  (or  more  likely  next  spring, 
according  to  the  FDA),  and  invite  public 
and  expert  comment.  This  focus  on  salt  is 
bound  to  renew  the  medical  debate  on 
its  connection  with  high  blood  pressure. 
Because  salt  increases  water  retention 
and  thus  causes  the  heart  to  work  hard- 
er, salt-free  diets  have  long  been  routine 
for  hypertension  cases.  Recently,  doc- 
tors have  begun  to  pay  more  attention  to 
children's  blood  press^ure,  too,  a  fact  that 
is  bound  to  whet  even  more  interest  in 
the  planned  salt  hearings. 


Play  Ball! 

If  the  promoters  have  guessed  right,  the 
next  brand  of  professional  mayhem  vying 
for  the  attention  of  U.S.  sports  fans  and 
investors  will  be  rugby,  Britain's  150- 
year-old  nonstop  version  of  football.  This 
month  the  U.S.  Rugby  League  will  be- 
gin offering  up  to  12  franchises,  at 
$86,000  each,  plus  $l.l-million  escrow 
performance  bonds.  Backed  by  British 


money,  including  capital  from  the  "En- 
glish Rugby  League  (the  governing  body 
of  pro  rugby  in  that  country),  the  U.S. 
league  was  started  by  Michael  Mayer,  a 
onetime  University  of  Wisconsin  tackle 
who  toiled  briefly  for  the  New  York  Jets. 
Another  principal  is  its  commissioner, 
former  Green  Bay  Packer  great  Jim  Tay- 
lor. The  teams,  Taylor  says,  will  be 
staffed  with  athletes  who  lack  the  size 
and  special  talents  demanded  by  Ameri- 
can pro  football,  plus  rugby  players  from 
British,  French,  Australian  and  New 
Zealand  pro  leagues.  Mayer  thinks  he 
can  offer  a  safe  and  relatively  cheap  way 
to  get  a  share  of  the  glamour  and  tax 
shelters  pro  sports  owners  enjoy.  (He 
may  even  waive  the  $86,000  franchise 
fee,  he  says,  to  land  a  "big-name  enter- 


tainer" he  would  like.) 

Mayer  thinks  that  the  endorsement  of 
the  Rugby  League  International  Board 
will  keep  out  rivals,  and  a  ten-year  mora- 
torium on  expansion  will  also  help  pro- 
tect the  original  franchises.  Taylor  cites 
the  startup  costs  of  other  sports  to  dem- 
onstrate rugby's  economies.  Compared 
with  his  league  s  first-year  $1.2-million 
tab,  he  points  out,  a  big-league  baseball 
team  costs  $12  million  or  more  to  buy 
and  $3  million  to  $5  million  a  year  to  run. 
A  pro  soccer  team — and  the  success  of 
this  new  introduction  is  the  real  inspira- 
tion for  Mayer's  and  Taylor's  hopes — 


costs  $1  million  for  a  franchise  and  $2 
million  to  $3  million  a  year  for  oper- 
ations. By  holding  salaries  to  a  $15,000- 
a-year  average,  Mayer  says,  a  franchise 
could  sell  tickets  at  $4  apiece  and  make 
money  during  the  planned  April-July 
season.  And  if  it  didn't,  there  would 
always  be  those  robust  tax  deductions  for 
the  owners. 


How  To  Fill  A  Boardroom 

Those  glory  days  when  Sidney  Wein- 
berg, the  late  and  legendary  Wall  Street 
investment  banker,  sat  on  a  score  or 
more  blue  chip  boards  are  gone  forever. 
The  post- Watergate  spate  of  revelations 
of  overseas  "commissions,  "  illegal  politi- 
cal gifts,  payoffs,  price-rigging  and  other 


corporate  sins  has  underscored  aware- 
ness that  directors,  by  law,  can  be  held 
personally  liable  for  mistakes  of  the  man- 
agements they  have  put  in  place.  New 
rules  calling  for  more  outside  (i.e.,  non- 
employee)  directors  and  simultaneous 
"guidelines  from  the  Securities  &  Ex- 
change Commission,  frowning  on  such 
traditional  favorites  as  a  firm's  outside 
counsel  or  banker,  have  made  prospects 
both  hard  to  find  and  wary  of  accepting 
board  seats.  But  one  specialist  in  the 
field,  C.  Robert  Martin  of  Spencer  Stu- 
art, the  international  executive  recruit- 
ing firm,  has  figured  out  a  method  that 


Most  Sabreliner 
pilots  fly  dozens 
of  times  before 
i  they  ever  get 
off  the  ground!' 

Jim  Edwards,  President,  Sabreliner  Division, 
Rockwell  International 

"They  fly  in  Sabreliner 
simulators,  owned  and 
operated  by  FlightSafety 
International. 


"We  selected  FlightSafety  to  do  all 
our  training  because  we  wanted  to 
provide  our  customers  with  the  best 
training  available.  The  incomparable 
Sabreliner  deserves  to  be  flown  by 
incomparable  pilots. 

"The  simulator  lets  the  pilot  learn 
the  Sabreliner  thoroughly  before  he 
ever  leaves  the  ground.  And  it's  invalu- 
able. Because  it  lets  him  experience 
everything  our  Sabreliner  does  in 
flight,  and  practice  a  few  things  he 
would  never  do  in  the  air 

"Another  reason  why  we  recom- 
mend FlightSafety  is  energy  efficiency. 
What  would  require  hundreds  of  gal- 
lons of  fuel  to  practice  in  the  air  takes 
just  a  few  kilowatts  of  energy  in  the 
simulator.  So  while  companies  gain  con- 


siderable executive  time  flying  in  our 
Sabreliner,  they  can  save  considerable 
money  if  they  use  the  simulator  for 
practice." 

Over  1,000  corporations,  12  oti  .or 
aircraft  manufacturers,  many  airlines, 
the  FAA  and  other  government  agen- 
cies, rely  on  FlightSafety  for  initial  and 
recurrent  proficiency  training.  If  you 
would  like  more  information,  call  or 
write  Director  of  Marketing,  Flight- 
Safety  International,  Dept.  FBI 
Marine  AirTerminal, 
LaGuardia 

Sing  FlightSafety 

NY  11371  international 

(212)  The  best  safety  device  in  any 
476-5720.  aircraft  is  a  well-trained  pilot. 
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WESTERN'S  THE  ONE. 

The  one  that  for  thirty  years  has  supplied  the  nation's 
business  firms  with  proficient,  reliable  office  temporaries. 

The  one  that  continually  perfects  recruiting,  interview- 
ing, testing,  and  quality  control  procedures. 

The  one  that  matches  its  employees'  proven  abilities 
to  the  customers'  specific  needs. 

Western's  the  one  that  makes  sure  you  get  the  most 
qualified  temporary  help  available. 

We're  in  the  white  pages.  And  with  140  offices  nation- 
wide. Western  Temporary  assignment  supervisors  are  as 
near  as  your  telephone.  They're  ready  to  show  you  why 
Western  should  be  Number  One  on  your  list  of  tempo- 
rary help  suppliers.  Call  today. 


Western  girl 

A  Division  of  Western  Temporary  Services,  Inc. 

Corporate  Headquarters: 
101  Howard  St  ,  San  Francisco.  Ca  94105 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  Enter 
your  new  address  on  this  form  and  return  it 
with  a  recent  mailing  label  from  the 
magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  prefer. 
□  1  year  $21.00  □  3  years  $42.00  (the 
equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders,  add  $5 
a  year;  other  foreign,  add  $12  a  year. 
Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 
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he  .says  has  produced  suitable  candidates 
for  more  than  a  dozen  major  cHents. 
Martin's  strategy  is  to  bypass  chief  ex- 
ecutive oflFicers  (who  in  many  cases  are 
too  busy  anyway  for  additional  chores) 
and  seek  out  the  number  twos  and 
threes.  CEOs,  he  says,  are  usually  will- 
ing to  let  these  others  get  extra  seasoning 
in  other  boardrooms;  the  second-tier 
comers  are  eager  to  widen  their  scope 
and  to  bring  in  the  outside  views  and 
tough  questions  managements  want  and 
need.  Martin's  one  stipulation:  The  re- 
cruit must  already  be  a  member  of  his  or 
her  own  employer's  board. 

Those  College  Bills 

Capitol  Hill  handicappers  now  rate  as 
better  than  even  the  chances  that  tuition 
tax  credits  for  parents  of  college  students 
will  become  law  this  year,  even  if  Presi- 
dent Carter  makes  good  his  threat  to 
veto  such  concessions.  The  odds  shifted 
after  the  Senate  stripped  its  bill  of  provi- 
sions that  would  have  given  tax  breaks 
for  payments  made  to  private  and  paro- 
chial elementary  and  secondary  schools. 
Many  congressmen,  in  both  houses,  fa- 
vor tuition  credits  but  balk  at  the  pri- 
vate-school idea.  The  Senate  bill,  offer- 
ing credits  of  up  to  $500  a  year  by  1980, 
passed  by  65  to  27 — enough  to  override  a 
White  House  veto.  The  237  to  158  ma- 
jority in  the  House  for  its  $250-a-year 
plan  plus  private-school  credits  was  not 
big  enough  to  be  veto-proof,  but  the 
chances  are  that  many  opponents 
would — and  will — okay  it  if  parochial- 
school  aid  is  deleted. 

it's  in  The  Cards 

Planners  of  the  every thing-on-a-card  so- 
ciety will  have  to  solve  an  annoying 
glitch  before  their  dream  comes  true. 
Some  cards,  it  seems,  can  accidentally 
render  others  useless.  Barium  ferrite,  a 
material  sandwiched  into  those  "building 
access  security  cards,  "  can  erase  the 
magnetically  coded  strips  used  in  bank 
and  credit  cards  and  even  in  some  door- 
opener  cards,  if  it  rubs  against  them. 
With  at  least  20  million  barium  ferrite 
cards  now  in  U.S.  wallets,  the  problem 
could  get  serious.  It  came  to  light  most 
recently  in  Houston's  Pennzoil  Building, 
when  it  was  discovered  that  cards  for  a 
new  security  system  jumbled  codes  on 
others  used  to  open  office  doors  inside 
the  skyscraper  and  tenants  found  them- 
selves locked  out  in  the  hallways.  The 
only  remedy  offered  so  far  is  to  ask  hold- 
ers of  the  barium  ferrite  "keys"  to  keep 
them  separated  from  any  other  cards 
they  carry.  ■ 
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Fifteen  cents?  Well,  have  you  thought  about 
presorting  your  mail  by  ZIP  CODE?  If  you  do  the 
rate  is  thirteen  cents  (nine  cents  for  postcards),  in 
volume  mailings  of  500  pieces  or  more. 

More  than  five  thousand  companies  are  now 
using  PRESORT,  and  last  year,  overall,  these  com- 
panies saved  more  than  $21  million. 

You  can  join  them  and  install  PRESORT  with 
just  a  few  changes  in  your  maiUng  system.  All  that  is 
required  is  that  you  presort  your  First  Class  mail  to 


5-  and  3-digit  ZIP  CODES  and  place  it  in  special 
trays  the  Post  Office  supplies  free.  Then,  just  deliver 
the  trays  to  the  Post  Office  and  save  2*  on  every 
piece,  a  penny  on  every  postcard. 

Not  only  do  you  save  money,  but  presorted  mail 
helps  ensure  consistent  delivery  since  it  requires  less 
handling  and  can  be  forwarded  almost  as  soon  as  you 
drop  it  off  at  a  designated  Postal  unit. 

If  you'll  mail  in  the  coupon,  we'll  send  you  fur- 
ther information  on  how  to  save  important  money. 


Assistant  Postmaster  General 
Customer  Services,  Room  5900A 
United  States  Postal  Service 
475  L'Enfant  Plaza  West,  S.W 
Washington,  D.C.  20260 


U.S. 
POSTAL 
SERVICE 


PRESORT 

INFORMATION 


Please  send  PRESORT  hterature  to: 

Name  

Title  


F3 


Company . 


Type  of  business. 

Street  

City  


-State . 


_ZIP_ 


Here's  one  paper  tiger 
the  world  takes  seriously 


There  are  paper  tigers. 
And  tigers  in  the  paper 
business.  And  the  only 
ones  the  world  respects 
are  those  tigers  who  stay 
aggressive,  in  every  kind 
of  market. 

At  Georgia-Pacific, 
we're  that  breed  of  cat. 
We  stand  to  truly  benefit 
from  the  recent  upturn  in 
paper  demand.  Because 
even  when  the  market 
was  thin,  we  kept  growing. 

And  we  continue  to 
move  ahead,  with  a  record 
investment  plan  now 


in  the  selected  paper 
markets  we  specialize  in. 
Like  consumer  tissue. 
And  printing  papers.  And 
corrugated  containers.  It 
adds  up  to  better  than  one 
half  billion  dollars  we'll 
spend  by  1981  to  update 
and  upgrade  paper  and 
pulp  production  facilities. 

That  kind  of  expansion 
planning  would  be  difficult 
for  a  company  that's  only 
big  in  the  paper  business. 

But  it's  a  lot  easier 
when  the  company  is  big 
in  paper,  pulp,  plywood. 


lumber,  chemicals  . . .  plus 
six  million  acres  of  timber 
and  reserves  of  natural 
gas,  oil,  coal  and  gypsum. 

And  that's  just  what  G-P 
has  grown  into — a  tiger  in 
the  paper  business. 


GeorgiaF^cific  ^ 

The  Growth  Company 


/  \ 

it's  easier  to 
do  business 
in  thailand 
if  you've  got 
an  office 
in  bangl<oi< 

At  Reed  Shaw  Stenhouse  we're 
convinced  that  the  companies  for 
whon^  we  broker  insurance  are  best 
served  by  people  who  live  and  work 
in  or  close  to  the  same  communities. 
We  also  believe  that  our  continued 
ability  to  provide  better  service  de- 
pends on  the  access  all  our  people 
have  to  the  experience  and  exper- 
tise of  other  Reed  Stenhouse  people 
around  the  world. 

To  make  our  philosophy  work  re- 
quires the  operation  of  a  large  num- 
ber of  relatively  small  offices  with 
wide  geographical  distribution.  The 
result  is  the  best  of  all  possible  insur- 
ance worlds  .  .  .  vast  expertise  and 
servicing  ability  coupled  with  close 
and  friendly  relationships  among 
client,  broker  and  market. 

We're  following  the  same  philosophy 
here  in  the  US  and  now  have  20 
offices  in  major  cities  including  our 
latest  in  Anchorage.  So,  whether  you 
call  Dave  Blackwood  in  Alaska  or 
George  Hammond  in  Fort  Lauder- 
dale, Florida,  you've  got  the  services 
of  all  of  us  at  your  fingertips  .  .  . 
including  our  people  in  Bangkok  if 
you  need  them. 

REED  SHAW  STENHOUSE 

INTERNATIONAL  INSURANCE  BROKERS 

With  offices  in  Anchorage.  Boca  Raton.  Boston.  Chi- 
cago, Denver,  Fort  Lauderdole.  Honolulu.  Houston, 
Kansas  Citv,  Los  Angeles,  New  York.  Oakland.  Orlando. 
Pittsburgh,  Portland.  St.  Louis,  San  Francisco,  Seattle. 
Washington,  D  C.  and  one-hundred  twenty-five  other 
cities  around  the  world. 


Follow-through 


Bargain  Hunters,  Bewaire 

"Famous-name  merchandise  at  a  sub- 
stantial discount"  awaited  investors  as 
1976  ncared  its  close,  Forbks  opined  at 
the  time  (Nov.  /,  1976)  in  a  Statistical 
Spotlight  that  listed  38  famous  names 
that  had  slipped  20%  or  more  from  their 
1976  highs.  How  would  bargain  shop- 
pers have  fared? 

Unfortunately,  November  1976  came 
just  a  month  before  the  market  began  the 
precipitous  slide  that  ran  unchecked  until 
the  spring  of  1978.  Only  five  of  Forbks' 
original  list  (two  have  disappeared  in 
mergers)  have  gained  back  more  than  the 
20%-or-bigger  losses  they  suffered  in 
1976.  The  best  showings  were  in  leisure 
and  service  groups.  All  four  in  leisure — 
Walt  Disney,  Gino's,  Holiday  Inns  and 
Howard  Johnson — have  made  come- 
backs, with  Holiday  Inns  scoring  a  109% 
gain.  The  services — Pan  American,  Wa- 
chovia, Automatic  Data  Processing,  Em- 
ery Air  Freight,  Walter  E.  Heller — also 
paid  off.  The  other  categories  proved  a 
mixed  bag.  Among  consumer-goods  list- 
ings, admittedly  a  wildly  heterogeneous 
group,  six  recorded  gains  since  Novem- 
ber 1976  but  the  other  four  kept  right  on 
sliding.  Of  the  six  distribution  companies 
Forbes  picked,  four  were  up,  the  other 
two,  down. 

Chemicals  made  the  worst  showing. 
As  a  group,  the  companies  FoHBKS  sin- 
gled out  as  "(juality  at  a  discount "  have 
slipped  an  average  of  13%.  Dow,  for 
example,  fell  32%;  Hercules,  33%; 
Union  Carbide,  28%.  Du  Pont  recorded 
the  best  gain — a  modest  8.3%. 

Just  a  reminder — if  reminder  be  need- 
ed— that  even  this  year's  smart  recovery 
hasn't  repaired  more  than  a  fraction  of 
the  damage  done  to  the  market  in  the 
Seventies. 

From  Pop  To  Boom 

Since  1928,  the  year  Fleer  Corp.  intro- 
duced it,  bubble  gum  has  been  a  boon  to 
children  (including  those  perennial 
Noungsters,  athletes),  a  bane  to  parents 
and  a  big  business  to  its  makers.  When 
Forbes  bit  into  it  two  years  ago  (June 
15,  1976),  the  chomp-and-pop  stuff  ac- 
counted for  20%  of  the  estimated  $650- 
to-$700-million  total  chewing  gum  mar- 
ket. (All  figures  about  gum  are  estimates; 
des{)ite  the  nature  of  their  product,  the 
makers  keep  their  lips  sealed.)  Since 
then,  gum  has  stretched  into  a  $l-billi()n 
market,  with  the  bubble  variety  claiming 
as  much  as  35%  of  it.  With  new  brands 
popping  up  all  over  the  world,  particu- 
larly the  newer  'soft "  and  sugar-free  va- 


gum 


rieties,  the  forecast  is  that  bubble 
will  own  half  the  market  by  1980. 

Two  years  ago  Topps,  with  its  baseball 
cards,  and  Fleer  s  Dubble  Bubble  led 
the    field,    but    the    newcomers  have 


Pete  Rose  hlows  a'f  AU-Star  I)uhl>le 
Chewing's  a  billion-dollar  game. 

changed  that.  William  Mack  Morris, 
president  of  Life  Savers,  a  S(juibb  sub- 
sidiary, says  that  his  Bubble  Yum,  intro- 
duced in  1976,  will  soon  be  the  leading 
brand  among  all  gums.  That  title  prob- 
ably belongs  now  to  Trident,  the  sugar- 
free  gum  made  by  Warner-Lambert  s 
American  Chicle.  American  Chicle  is 
also  selling  Bubblicious  and  sugar-free 
bubble  versions  of  Trident  and  Freshen- 
up,  its  li(iuid-center  gum.  Wrigley,  the 
third  major  producer  (Life  Savers, 
American  Chicle  and  Wrigley  have  80% 
to  85%  of  the  total  gum  market),  was 
never  a  bubble  gum  booster  but  it  has 
now  come  around.  With  no-sugar 
Blammo  going  strong,  it  has  added  a 
bubble-style  Orbit,  the  gum  with  xylitol, 
a  natural  sweetener  made  from  birch 
bark,  and  developed  in  Finland.  (For 
nonsugar  chewers.  Life  Savers  has  a 
bubble  t\pe  in  its  Care*Free  line.) 

The  battle  of  the  bubble  has  also  gone 
international.  Life  Savers  put  Bubble 
Yum  into  Britain  and  recently  jumped 
into  Germany  where  it  is  competing  with 


another  Wrigley  line,  Hubba  Bubba.  A 
giant  outsider.  General  Foods,  is  joining 
the  fray  with  Increda  Bubble,  which 
combines  bubble  gum  with  its  carbonat- 
ed candies  (Pop  Rocks  and  Cosmic  Can- 
dy), which  fizz  as  they're  eaten.  Topps 
has  added  a  soft  product,  Smooooth 
N'Juicy  and,  sticking  to  its  specialty,  is 
following  up  its  baseball  and  Star  Wars 
giveaway  cards  with  a  set  of  movie  stills 
from  (what  else?)  Jaxvs  2. 

Where  will  it  end?  Bubble  Yum  s 
cheerleader,  Morris,  is  trying  hard  to 
raise  the  age  level  for  his  product.  The 
tradition  has  been  for  children  to  pick  up 
the  habit  around  age  6  and  move  on  to 
higher  things  after  age  12.  Now  teen- 
agers and  even  young  adults  are  continu- 
ing to  stick  to  bubble  gum,  and  with  the 
right  kind  of  marketing,  Morris  thinks 
everyone  will  be  doing  it.  "Somewhere 
in  their  memory  banks,*  he  says,  "adults 
have  pleasant  memories  about  childhood 
and  bubble  gum.  " 

Chewing  gum,  with  or  without  bub- 
bles, is  also  one  of  the  rare  delights  that 
inflation  hasn't  blown  out  of  reach.  Wrig- 
ley's  1893  price  of  1  cent  a  stick  lasted  into 
the  1960s.  (The  size  did  change  with  the 
price  of  sugar  and  labor.)  Even  today,  2 
cents  will  buy  a  stick  of  bubble  gum. 

Patience  Pays  Off 

Reporting  last  year  that  "American 
Broadcasting  is  making  so  much  money 
it  doesn't  know  what  to  do  with  it  all " 
(Nov.  15,  1977),  Forbes  asked:  "How 
about  giving  the  stockholders  a  break?" 

This  spring,  with  new  highs  in  audi- 
ence ratings,  revenues  and  profits,  ABC 
Chairman  Leonard  H.  Goldenson  came 
part  of  the  way  toward  answering 
Forbes'  question  when  he  told  share- 
holders at  his  annual  meeting  that  he 
would  urge  his  board  to  grant  a  "healthy  ' 
dividend  increase  later  in  the  year  (Fol- 
low-through, June  12,  1978). 

Last  month,  Goldenson  finally  came 
through.  The  ABC  board  declared  a  3- 
for-2  stock  split  and  a  dividend  of  30 
cents  on  the  post-split  shares,  equivalent 
to  an  annual  payout  of  $1.80  a  share — 
which  is  up  nicely  from  the  current  an- 
nual rate  of  $1.40. 

From  Wings  To  Wheels 

In  the  summer  of  1975,  Leslie  O. 
Barnes,  after  23  years  as  president  and 
chief  executive  of  Allegheny  Airlines, 
moved  to  Miami  to  run  Ryder  System, 
Inc.,  a  truck-leasing  company  that  in 
1974  had  lost  $20  million  and  had  a  $500- 
million  debt,  four  times  its  stockholders' 


The  day  an  available  Iowa  building  helped 
get  a  fishing  tackle  plant  ""on  stream** 

If  you're  casting  about  for  a  new 
plant  site,  ask  us  about  the  nnany 
buildings  in  Iowa  that  are  available 
for  immediate  occupancy. 

Write:  Gary  Owens,  Industrial 
Division,  Iowa  Development 
Commission.  Dept.  FB-3.  250 
Jewett  Building,  Des  Moines,  Iowa 
50309.  Or  call  515-281-3500. 

Howe 

a  place  to  grow 


This  spring,  a  well-known 
manufacturer  of  fishing  lures 
asked  the  Iowa  Development 
Commission  to  help  it  find  an 
available  building  for  a  new  plant. 

Because  we  maintain  a 
complete  listing  of  available 
facilities,  it  took  the  manufacturer 
just  two  weeks  to  acquire  the 
building  it  needed.  Less  than  six 
weeks  after  that,  the  firm  was 
busily  turning  out  lures,  spinners 
and  jigs  in  its  new  Iowa  facility. 


No.  526  Cotlon  (Lined! 


No.  527  Blue  Denii 


flDJU6TPDLE  CPP6 

WITH  EMBLEMS  USE  FOR; 

Safety  awards,  incentive  for  production  goals,  product 
promotion,  advertisement,  conventions,  company 
picnics,  trade  shows,  attendance  awards. 
Choose  the  cap  that  fits  your  need.  Send  us  a  copy  of 
your  logo  or  a  rough  pencil  sketch  and  we'll  do  the  rest. 
Your  emblem  expertly  made  and  sewn  on  the  best  caps 
available. 

Please  furnish  the  following  information: 

•  Style  No.    How  Many   

•  Copy  For  Emblem  _  

.  Color    Royal  Blue,  Navy  Blue,  Red, 

Black,  Orange,  White,  Gold,  Kelly  Green 
Price  includes  one  2-color  emblem  sewn  on  front  of  cap. 
(Minimum  Order  —  72) 


1    72         144  288 

432 

864 

1728  1 

$3.45     $2.98  $2.85 

1    ea.     1  1 

$2.75 
ea. 

$2.65 
ea.  I 

$2.55 
ea.  1 

ARDIN  A 

^  W  CAP  b  JACKET  CO. 

L] 

Highway  460  -36  Box  275      CALL  COLLECT 
Grundy,  Virginia  24614  703/935-4545 
Formerly  The  Sign  Shop 


Bell-shaped  Bowl.  One  of  221  designs 
in  crystal— howls,  vases,  ornamental 
objects,  jewelry,  and  major  works. 

ANNOUNCING 
STEUBEN'S  EXPANDED 
NEW  CATALOGUE 


STEUBEN  GLASS 

Fifth  Avenue  at  56th  St. 
New  York,  N.Y.  10022  •  (212)  752-1441 

□  I  enclose  $3.00  for  the  1978-1979 
Catalogue,  to  be  mailed  early  November. 

Name  

Address  

City  

State  Zip  


We  spent  zero  promoting  our  area, 
yet  it  grew  by  %040,000,000. 

It  happened  in 
America's  industrial  heartland. 


f  you  want  a  penetrating  view  of  a 
itility's  future,  begin  with  a  look  at  the 
growth  pattern  of  Its  area. 

Take  a  look  at  us,  for  example. 

American  Electric  Power  provides 
ilectrlc  service  In  seven  east-central 
itates  which  are  often  called 
America's  Industrial  heartland". 

Our  area  has  grown  and  grown, 
'ear  after  year  after  year.  In  part  be- 
;ause  vye  serve  greatly  diversified 
ndustrles:  coal,  chemical,  oil,  steel, 
lutomotive,  aluminum,  to  name  a 
gw. 

In  the  last  two  years  alone... 


without  any  attempt  on  our  part  to 
advertise  ttie  area's  benefits  ..  .218 
new  industrial  plants  and  295  expan- 
sions were  announced. 

That  represents  over  $1  billion  in 
new  investment! 

And  that,  in  turn,  translates  into 
21 ,700  new  jobs  -  and  into  the  com- 
munity expansions  which  always  fol- 
low new  jobs. 

Such  natural  growth  naturally  in- 
creases the.  demand  for  electricity, 
which  we  have  a  responsibility  to 
provide. 

We  had  to  be  ready  in  advance 


.  ..and  we  were. 

So,  today,  we're  getting  ready  for 
the  1980's.  For  the  growth  projected 
by  every  reliable  study  and  re-study 

With  both  our  Investors  and  our 
customers  in  mind,  we're  carefully 
planning  and  building  -  not  exces- 
sively or  extravagantly  in  the/iope  of 
growth,  but  sensibly  for  growth  that  Is 
inevitable. 

Responsible  preparation  for  natu- 
ral growth.  One  good  reason  why 
American  Electric  Power  has  been 
able  to  pay  cash  dividends  for  68 
consecutive  years. 


American  Electric  Power 

we  see  a  busier,  better  America 


Servinn  in  Ohio.  Indiana.  Michinan.  Virninia.  \Np.9,t  Virninia  Kpnfnrkv  Tpnnpsspp 


et  china  on  your  way  to  New  Zealand. 


When  you  fly  first-class  on 
Air  New  Zealand,  you'll  feel  like 
1  guest  in  a  fine  private  club.  Every 
Tfieal  is  served  on  real  china  touched 
vvith  gold.  Along  with  crested 
European  glassware,  heavy  cutlery, 
ind  creamy  linen  tablecloths, 
[n  economy,  you  dine  from  hand- 
some earthenware. 

When  it  comes  to  spoiling  our 


guests,  we  really  do  it  right.  With 
excellent  wines  and  cuisine.  And  a 
gracious  cabin  crew  that  has 
helped  create  a  legend. 

Every  night,  one  of  our  big, 
luxurious  DC-lOs  flies  from  Los 
Angeles  home  to  New  Zealand. 
Then  on  to  Australia. 

We  also  fly  to  the  other  magic 
islands  of  Our  South  Pacific  — 


Tahiti,  Fiji  and  Rarotonga. 

Some  enchanted  evening,  join 
us.  And  discover  china  on  the  way 
to  New  Zealand. 

Your  travel  agent  or  corporate 
travel  department  can  make  the 
arrangements. 

Or  call  us  toll-free  for  more 
information  at  (800)  421-0066.  In 
California,  (800)  252-0101. 


^  air  neui  zeaiano 


Where  our  strength  is. 


We  think  of  our  shareholders  as  real 
people,  not  numbers.  People  with 
hopes  and  aspirations  like  our  own. 
If  you'd  like  to  know  nx)re  about  First 
Commercial's  "people-based" 
strength,  please  get  in  touch  with  us. 

(Traded  over  the  counter  by  NASDAQ.  Symbol  FCMB.) 


^      Strength  through  leadership 

C  FIRST  COMMERCIAL  BANKS  INC. 

60  State  Street.  Albany,  New  York  12207 

SUBSIDIARIES:  National  Commercial  Bank  and  Trust  Com- 
pany, Albany,  N.Y.;  First  Trust  &  Deposit  Company,  Syracuse, 
N.Y.;  Kingston  Trust  Company,  Kingston,  N.Y.;  The  Homer 
National  Bank,  Homer,  N.Y.;  The  Oystermen's  Bank  and  Trust 
Company,  Sayville,  N.Y.;  The  Chester  National  Bank,  Chester, 
N.Y.;  FCB  Leasing  Ltd.,  Waltham,  Mass.;  FCB  Advisory  Ser- 
viceis.  Inc.,  Albany,  N.Y.;  FCB  Life  Insurance,  Ltd.,  Phoenix,  Ariz. 


How  a  No.  2  man  sends  the 
draft  of  a  report  to  his  boss 
cross-country  (or  crosstown) 

in  minutes — 
over  the  telephone: 

By  slipping  it  into  a  Owipf  tlie  essential  send-and-receive  electronic  mail  machine. 
Qwip  transmits  almost  anything  on  paper,  cross-country  or  crosstown  in  minutes. 
Just  plug  convenient  Qwip  into  an  electrical  outlet  near  any  telephone  and 
it's  ready  to  go.  Suddenly,  those  vital  documents  that  had  to  get  there  yesterday 
(words,  pictures,  diagrams)  are  sent  on  the  spot,  through  your  phone. 


Qwip 
The  machine 
that  sends 
electronic 
mail. 


Qwip  Systems 

Division  of  cjKpN  Enterprises  Inc 
1270  Avenue  of  the  Americas, 
New  York,  N.Y.  10020 

O  Please  have  your 
Representative  call  me 

O  Please  send  me 
more  Information 


Call  Toll  Free  (800)  221-2222 
In  New  York  State  (212)  398-5151 


Name- 
Title^ 
Company- 
Street- 
State. 


-City^ 


-2ip. 


-Tel.. 


F-9/1 


LI 


Owip  IS  a  trademark  of  Exxon  Corporation 


Follow-through 


(■<|iiity.  Was  it  a  suicide  mission?  Not 
to  Barnes.  "If  I  didn't  think  that  Ry- 
der System  was  fundamentally  sound,  " 
he  told  Forbes  several  months  later 
(A})r.  15,  1976),  "I  wouldn't  have  taken 
this  jol)- 

The  system  s  troubles  were  a  result  of 
had  timing  and  had  luck.  To  finance  a 
fleet  of  nearly  50,000  trucks,  founder 
James  A.  Ryder  had  gone  heavily  into 
debt  and  then  had  piled  on  more  to  make 
a  long  string  of  accjuisitions.  Much  of  the 
debt  was  tied  to  prime  rates,  which  went 
wild  in  1973-74.  Ryder,  who  ran  the 
company  as  a  one-man  show,  pushed 
profitable  short-term  rentals  but  when 
the  downturn  came,  that  meant  the  com- 
pany was  stuck  with  a  lot  of  expensive 
rolling  stock  lying  idle. 

Bv   1974,   at  his  banks'  insistence. 


Ryder  Chairman  Leslie  O.  Barnes 
Discipline  in  the  driver's  seat. 

Ryder  "brought  in  new  men  to  help  install 
financial  controls  and  in  1975,  again  un- 
der bank  pressure,  Barnes  was  tapped 
and  he  has  run  the  company  ever  since 
his  arrival.  (This  June,  Jim  Ryder  bowed 
out  of  the  company  completely  and 
Barnes  took  over  the  role  of  chairman  as 
well  as  president.) 

As  Barnes  is  the  first  to  point  out,  the 
financial  repair  work  was  well  under  way 
when  he  arrived,  under  the  guidance  of 
chief  financial  officer  Michael  E.  Mur- 
phy. Barnes  continued  and  accelerated 


CrtDDrC     CCDTCMDCD  1Q  IQTO 


it.  The  results  are  written  on  the  balance 
sheet.  The  debt  has  been  worked  down 
dramatically,  from  24%  of  $412  million  in 
June  1977  to  2%  of  $512  million  today. 
Net  earnings,  $8. 1  million  in  the  second 
(juarter  of  1976,  were  $12.8  million  in 
the  same  1977  period  and  $17.9  million 
for  the  1978  June  quarter. 

Shareholders  have  also  got  a  break. 
The  15-cent  quarterly  dividend,  some- 
thing that  they  had  last  seen  in  1973,  was 
restored  in  February  of  this  year,  after 
two  prior  steps — a  5-cent  payment  in  the 
fourth  1976  quarter  and  a  jump  to  10 
cents  in  August  1977.  Barnes  also  was 
able  to  add  3%  stock  dividends  in  both 
1977  and  1978. 

Ryder  System  today  is  a  holding  com- 
pany, owning  five  operating  divisions: 
truck  leasing  (the  biggest,  with  revenues 
running  at  an  annual  rate  of  $400  mil- 
lion), truck  stops  (garages,  motels,  stores 
and  fueling  stations),  specialized  trans- 
portation (designing  and  running  distri- 
bution systems)  and  insurance.  The 
heads  of  these  divisions  run  them, 
Barnes  says,  but  he  always  knows  what 
they  are  doing.  "They  can  borrow,  for 
example,"  he  explains,  "but  their  plans 
must  fit  into  the  overall  Ryder  goal." 

That  discipline  marks  the  principal  dif- 
ference between  the  freewheeling  Jim 
Ryder  style  of  management  and  the  kind 
Barnes  likes.  His  debt  rules,  for  in- 
stance, call  for  keeping  55%  to  65%  in 
long-term  paper  at  fixed  rates  and  an- 
other 15%  to  25%  in  intermediate  loans, 
also  at  fixed  rates.  The  rein  on  prime- 
related  debt,  the  old  managements 
nemesis,  is  the  same,  a  15%  to  25% 
limit.  In  another  area,  Barnes  points  out 
that  Ryder's  automotive  carrier  business 
has  changed  from  a  pattern  of  sending 
loaded  trucks  from  factories  to  auto 
showrooms  and  returning  them  empty. 
Today,  he  says,  that  division,  headed  by 
Edward  J.  Hand,  enjoys  an  average  58 %> 
load  factor  for  its  rigs — both  ways.  As 
additional  recession  insurance,  Barnes 
says,  Ryder  now  focuses  on  selling  to 
industries  that  resist  business  cycles,  cit- 
ing furniture  as  one  example.  Ryder  Sys- 
tem stock,  which  sold  as  low  as  3V2  is 
back  to  28 — which  is  great  news  for  Jim 
Ryder,  who  is  still  the  largest  individual 
stockholder. 

What  of  the  future?  When  he 
checked  out  of  Allegheny,  at  59,  Barnes 
planned  a  history  of  commercial  aviation 
that  is  still  on  his  mind.  ("I  have  a  room 
full — no,  two  rooms  full — of  material," 
he  says.)  But  he  has  also  just  set  in 
motion  five-year  plans  for  the  company 
("the  first  of  those  they've  ever  had  "). 
So  the  book  will  probably  have  to  stay 
on  his  mind.  ■ 


If  you  want  sound  advice  about  hotels 
in  New  York,  ask  an  executive  who  travels. 


Business  people  who  travel  acquire 
enormous  sophistication  about 
hotels.  They  love  crystal  chandeliers 
But  they're  more  favorably  im- 
pressed by  firm  mattresses,  hot 
breakfasts,  attentive  room  ser- 
vice and  easy  checkouts. 

They  favor  hotels  that  are 
centrally  located,  but  out  of 
the  traffic.  A  prestigious  rep- 
utation doesn't  hurt.  In  fact, 
it  reinforces  an  executive's 
stature  when  telling  a  client 
where  to  call.  For  nearly  half 
a  century,  Essex  House 


Harriotts 


has  catered  to  the  world's  most 
sophisticated  executives.  We  cater 
with  such  courtesy  that  our  execu- 
tive friends  often  bring  their 
families.  And  they  all  tell  their 
friends. 

If  you  don't  know  someone 
wholovesstayingat  Essex  House, 
don't  fret.  Next  time  you're  in  New 
York,  stay  with  us  anyway. 

We  maintain  volumes  of 
fan  letters.  We'll  show  you  a 
few.  And  do  everything  in  our 
power  to  make  you 
want  to  write  us 
your  own  fan  letter! 


o„Ce„,r.,Pa..  ESSEX  HOUSE 

New  York's  Grand  Hotel 

760  Central  Park  South.  New  York  10019 
For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Tele.x  12-5205. 


How  the  Boss  sends 
corrections  on  the  report 
back  to  his  No.  2  man,  cross- 
country (or  crosstown)  in 
minutes  -over  the  teiephone: 

By  sliding  tiis  revised  version  into  a  Qwip®lt  not  only  receives  urgent  nnessages  and 
documents  -  reports,  letters,  estimates,  sketcties,  charts  —  it  also  sends  back  answers, 
changes,  revisions.  Words  and  pictures  go  cross-country  or  crosstov^/n  in  minutes. 
Simple  to  operate.  And  Qwip  is  priced  so  any  company  can  afford  it. 

Qwip® 
The  machine 
that  sends 
back 
electronic 
mail. 

Qwip  Systems 

Division  of£\oN  Enterprises  Inc. 
1270  Avenue  of  the  Americas, 
New  York,  NY.  10020 

O  Please  have  your 
Representative  call  me 

O  Please  send  me 
more  information 

F-9/iy| 

Owip  IS  a  trademark  ol  Exxon  Corporation 


Call  Toll  Free  (800)  221 
In  New  York  State  (212) 

Name  


2222 
398-5151 


Title - 
Company_ 
Street- 
State. 


-C;(y_ 


■^ip- 


_re/.. 


21 


hi  the  <ipini(in  of  Messrs.  Foley  Judell  Heck  hewley  &  Martin.  i\'ew  Orleans.  Louisiana,  liond  ('oiinsel.  interest  on  the  Series  A  Hands  is  exempt 
from  Federal  income  taxes  under  existing  statutes,  court  decisions,  regulations  and  rulings  of  the  Internal  Revenue  Service,  except 
when  held  hy  a  "substantial  user"  of  the  Port  Complex  or  a  "related  person",  as  provided  in  Section  l()3(h)(T)  of  the  Internal 
Revenue  Code  of  19S4.  as  amended.  In  the  opinion  of  such  Hond  (Counsel,  the  Series  A  Hunds  and  the 
interest  therefrom  are  exempt  from  all  income  taxation  in  the  State  of  Louisiana. 

XEW  ISSUE  *  August  24, 1978 

$450,000,000 

Louisiana  Offshore  Terminal  Authority 
Deepwater  Port  Revenue  Bonds,  First  Stage  Series  A 

(LOOP  INC.  Project) 

The  Series  A  Bonds,  issued  to  provide  funds  to  pay  a  portion  of  the  cost  of  acquisition  and  construction  by  LOOP  INC.  of  a  deepwater  port  and  related  facilities 
to  be  located  in  Louisiana  and  the  Gulf  of  Mexico,  will  be  limited  obligations  of  the  Louisiana  Offshore  Terminal  Authority,  and.  except  to  the  extent  [layable  from 
bond  proceeds,  will  be  payable  solely  from  and  will  be  secured  by  a  pledge  of  revenues  received  by  the  Authority  under  a  Promissory  Note  delivered  pursuant 
to  a  Financing  Agreement  with  LOOP  IXC.  and  pursuant  to  an  assignment  by  LOOP  INC.  of  certain  of  its  rights  under  a  Throughput  and  Deficiency  Agreement 
among  LOOP  INC.  and 

Ashland  Oil,  Inc.  Murphy  Oil  Corporation 

Marathon  Oil  Company  Shell  Oil  Company 

Texaco  Inc. 

The  Series  .\  Bonds  will  not  constitute  an  oblif;ation  of  the  State  of  Louisiana  or  any  political  subdivision  thereof,  and  neither  the  credit  nor  the  taxing  power 
of  the  State  of  Louisiana  or  any  political  subdi\  ision  thereof  will  be  pledged  for  the  payment  of  the  Series  A  Bonds. 

$159,900,000    5.10%-5.80%  Series  A  Serial  Bonds  due  1982  thru  1993- Price  100% 
$61,575,000    6.10%  Series  A  Bonds  due  September  1,  1998-Price  100% 
$228,525,000     6M%  Series  A  Bonds  due  September  1,  2008-Price  100% 

(plus  accrued  interest) 


The  Series  .-I  Boml^  nrr  oflrn  ii  -.rlioi,  as  and  if  isuicd  and  accepted  by  the  L'lidi  r:;  rili  n  and  subject  to  the  approval  of  legality  by 
Messrs.  Foil  y  hifh  !l  /.'/ .  /,•  I': :  h  v  Martin,  .\i Orleans.  I.oitisiana.  Bond  (  Oitnu  l.  Iln:  approval  oj  the  Louisiana  Slate  Bond 
Commission  ami  o  rtaiii  ulln  i  tcnjitinns.  It  ;i  i.vpi  ilid  that  the  Series  .1  Bonds  in  di  jinilive  form  will  be  available  for  delivery  in 
New  York,  New  York,  on  or  about  September  13,  1978.  The  offering  oj  these  Bonds  is  made  only  by  means  oj  the  Official 
Statement,  copies  oj  which  may  be  obtained  jrom  such  oj  the  undersigned  as  are  registered  dealers  in  securities  in  this  Stale. 


The  First  Boston  Corporation  Howard,  Weil,  Labouisse,  Friedrichs 

Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  A.  G.  Becker  Blyth  Eastman  Dillon  &  Co. 

Iiicorpurated  Incur  pom  ted  Incorporated 

Alex.  Brown  &  Sons  Dillon,  Read  &  Co.  Inc.  Ladd  Dinkins  &  Co.  Donaldson,  Luf kin  &  Jenrette 

Sei  urltle^  CorporBllon 

Drexel  Burnham  Lambert        Goldman,  Sachs  &  Co.        Hattier,  Sanford  &  Reynoir        E.  F.  Button  &  Company  Inc. 

IiK'urpnriilPit 

Kidder,  Peabody  &  Co.        Lazard  Frfires  &  Co.        Lehman  Brothers  Kuhn  Loeb        Loeb  Rhoades,  Hornblower  &  Co. 

Incorpomted  Incorpuniled 

Matthews  &  Wright,  Inc.  Merrill  Lynch  White  Weld  Capital  Markets  Group  W.  H.  Morton  &  Co. 

Mfrrill  !,>  n.  h.  ri.r.  e.  Fcnner  A,  >niith  I  iiiorporiited  I  Itiv    of  America  n  Express  f  .1  t 

John  Nuveen  &  Co.  Paine,  Webber,  Jackson  &  Curtis  L.  F.  Rothschild,  Unterberg,  Towbin 

Incorpurated  Incorporated 

Scharff  &  Jones  Shearson  Hayden  Stone  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated  Incorporated 

Thomson  McKinnon  Securities  Inc.  Weeden  &  Co.  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 


THE  FALCON  10. 

IT  TRAVELS  IN  THE  BEST  OF  COMPANIES. 


mFJ 


There  are  few  decisions  as 
critical  as  the  selection  of  a  business 
et.  Of  course. 

For  management's  original  judg- 
nent  is  always  on  the  line.  Every 
light.  Every  day.  Year  after  year. 

And  to  complicate  the  situa- 
lon,  there  are  many  small  jets, 
^uite  a  profusion.  But  for  the  lead- 
ng  firms,  that's  no  problem.  They 
;now  how  to  evaluate  aircraft.  And 
hey  select  one  plane  more  often 
han  any  other — the  Falcon  10. 

Why?  Quite  simply  because 


their  studies  convinced  them  that 
there  are  differences.  In  design. 
Strength.  Structural  integrity.  Sig- 
nificant differences  that  made  their 
choice  evident. 

Just  what  are  those  differences? 
A  new  brochure  discusses  them.  It's 
titled,  The  Big  Difference  in  Small 
Business  Jets.  It's  filled  with  reveal- 
ing facts.  About  wing  construction. 
Landing  gear.  Systems.  All  the 
things  you  should  know  before  con- 
sidering a/7y  business  jet. 

We'd  be  pleased  to  provide 


you  with  a  copy.  Our  compliments. 
Just  ask  for  it  on  your  letterhead. 
Address  Mr.  Tom  Turner,  Vice 
President — Marketing,  Falcon  Jet 
Corporation,  Suite  920,  Teterboro 
Airport,  New  Jersey  07608. 

The  Leaders  Fly  The  Falcon. 


FALCO/VJET 
COffPORAT/O/V 


Expanding? 
Relocating? 

Here  are  5 
reasons  to 

consider  the 


zone. 
1. 


tax  holidays  for  10  to  15  years. 


duty  free,  tax-free  imports  of 
equipment,  tools,  raw  materials, 
semi-processed  goods 

a  ready  pool  of  easily  trained  labor 
at  attractive,  stable  costs 


Iroll-on-roll-off  cargo  service  and 
•  flightsdaily  to  North  and  South 
America 

'  free  convertibility  and  unrestricted 
fm  remittance  of  profits  and  capital 


APEX,  Nicaragua's  Export  Manufacturing 
Free  Zone,  is  next  to  Las  Mercedes  Inter- 
national Airport,  just  8  miles  from 
Managua,  the  nation's  capital.  Learn 
more  about  your  bottom-line  advantages 
in  offshore  expansion/relocation  with 
APEX.  Contact  Promotion  Director,  APEX 
Export  Manufacturing  Free  Zone,  P.O.  Box 
2337,  Managua,  Nicaragua,  Central 
America. 


Export 

Manufacturing 
Free  Zone 


Telephones;  3138/3139/3140  Telex:  1401  Apex  Nic. 


Readers  Say 


Livid  Libbers 

SiR:  Your  Aug.  21  cover  on  Levi 
Strauss  clearly  points  out  our  "place"  in 
your  world— as  the  providers  of  body 
parts  to  be  used  to  titillate  prospective 
magazine  buyers. 

— Female  Members 
Corporate  Staff, 
National  Tea  Co. 
Rosemont,  III. 

Sir:  Oh  boy!  Oh  goody!  A  business 
magazine  that's  sexist  also! 

— Margaret  L.  Sterba 
Jackson  Heights,  N.Y. 

Sir;  Is  Forbes  Magazine  getting  sexy 
when  over  60? 

— Kisan  Mehta 
New  York,  N  Y. 

SiR:  Why  not  a  male  pose  with  a  peek- 
aboo of  Jockey  shorts? 

— Inez  M.  Daniel 
Cincinnati,  Ohio 

SiR;  My  husband  and  I  wish  to  cancel 
our  subscription. 

— Bonny  Stanley 
Johnson  City,  Tenn. 

SiR:  I  enjoyed  your  cover.  Is  there  a 
poster  reproduction? 

— Sheryl  Lynn  Sturm 
Jenkintown,  Pa. 

No.  There  doesn't  seem  to  be  much 
demand  for  one — Ed. 

That  Ph.D.  Glut 

SiR;  Re  your  article  on  the  continuing 
flood  of  Ph.D. s  (Aug.  7).  The  "bumper 
crop"  of  post-WVVII  kids,  from  which 
this  overabundance  of  Ph.D. s  comes,  is 
largely  a  group  which  turned  their  backs 
on  technology  and  science  during  the 
late  Sixties  and  felt  that  only  the  human- 
ities offered  hope  for  the  world's  salva- 
tion. They  knew  damn  well  there  were 
200  Ph.D.s  in  EngHsh  Lit  applying  for 
every  job  available.  The  universities,  like 
any  business,  met  their  demands;  they  let 
them  get  their  doctorates  in  whatever 
subject  they  chose.  The  "kids  "  just  avoid- 
ed reality  a  few  more  years — now  they 
want  to  hang  it  on  someone  else. 

— Francis  J.  Kelly  Jr. 
Arcadia,  Calif. 

Too  iViany  Democrats 

SiR:  In  'Other  Comments  '  (Aug.  7) 
you  quoted  West  German  legislator  Di- 
eter Lattmann:  "A  democracy  doesn't 
die  due  to  a  lack  of  laws  but  perhaps  due 
to  a  lack  of  democrats.  "  Our  democracy 


probably  will  die  because  of  an  excess  of 
laws  passed  by  an  excess  of  Democrats. 

— Arthur  W.  Longer 
Watchung,  N.J. 

Unforgivable  Bureaucrats 

SiR;  In  "Home  Sweet  Suburbia  "  (Aug. 
7)  you  say,  "Even  the  most  zealous  activ- 
ist among  federal  bureaucrats  would 
hesitate  to  stir  the  wrath  of  local  commu- 
nities, and  hence  Congress,  by  trying  to 
force  the  gates  of  suburban  communi- 
ties. "  Nonsense.  Admiral  Rickover  says: 
"God  may  forgive  you  but  not  a  bureau- 
crat. "  So  local  communities  either  accept 
the  HUD  blackmail  gun  that  is  pointed 
at  their  back  or  forego  the  money  that 
they  sent  to  Washington. 

— James  M.  Crowley 
Jackson,  Mich. 

Sir:  The  article  overlooked  an  impor- 
tant reason  for  established  smaller  com- 
munities to  oppose  expansion.  Over  the 
years,  residents'  taxes  have  retired  the 
debts  incurred  for  water  systems,  fire 
and  police  equipment,  schools,  etc.  A 
substantial  influx  of  new  people  will  ne- 
cessitate capital  expenditures  for  en- 
larged facilities  and  perhaps  even  new 
services.  The  older  residents  are  now- 
required  to  pay  all  over  again  for  services 
and  facilities  which  may  serve  only  a 
segment  of  the  total  population.  Any 
new  housing  projects  should  pay  all  of 
the  capital  facilities  needed. 

— David  F.  Myrick 
San  Francisco,  Calif. 

More  Iron  Than  Dirt 

Sir:  Hate  to  spoil  your  felicitous  turn 
of  phrase  in  Fact  and  Comment  (Aug.  7): 
"If  iron  could  be  extracted  from  ironies, 
the  stuff  would  be  commoner  n  dirt.  " 
Indeed  with  the  earth  s  core  composed 
of  molten  iron  4,000  miles  thick,  the 
metal  is  already  a  whole  lot  commoner  n 
dirt  or  any  other  element.  . 

— Martin  Field 
Los  Angeles,  Calif. 

Still  Discriminatory 

SiR:  Re  monetan  expert  Edward  M. 
Bernstein  s  observation  and  arguments 
favoring  a  possible  increase  in  U.S.  im- 
port tariffs  (Aug.  7).  Currency  changes 
tend  to  be  selective;  the  dollar  can  de- 
preciate against  currencies  of  surplus 
countries  (e.g.,  Japan,  Germany)  without 
also  depreciating  against  currencies  of 
other  nations.  A  tariff  increase,  on  the 
other  hand,  places  the  burden  of  adjust- 
ing the  U.S.  trade  balance  on  all  U.S. 
trading  partners,  including  those  who 
least  deserve  (or  are  least  able)  to  share 


AFTER  YEARS  OF  UeWI 
AN  COVER  ANY  RISK  AS  EASHY  AS 
li0YD^OFLONDOI 


W 


In  the  past,  insuring  a 
multi-million  dollar  complex 
risk  or  a  pair  of  million  dollar 
legs  usually  meant  one  thing. 
Lloyds. 

But  on  September  1st, 
New  York's  Free  Trade  Zone 
Bill  became  the  law. 

Insurance  companies  li- 
censed in  the  Free  Trade  Zone 
are  no  longer  restricted  by 
state  regulations  as  to  policy 
form  and  rate  in  accepting 
unusual  or  large  commercial 
risks  (with  premiums  over 
U00,000). 

The  law  also  provides 
greater  flexibility  in  tailoring 
coverages  to  specific  and  even 
unprecedented  needs. 

AIG  is  proud  to  have 
helped  develop  and  implement 
this  innovative  legislation. 

It's  going  to  mean  new 
business,  new  jobs  and  a  new 
freedom  to  compete  with 
foreign  insurers.  With  one 
advantage.  We're  in  New  York. 

If  you  'd  like  to  know  more 
about  how  the  Free  Trade  Zone 
Bill  can  affect  your  business, 
please  send  us  the  coupon.  Or 
call  the  AIG  representative  at 
(212)  770-6173  or  770-6175. 

September  1st  began  a 
new  day  for  New  York  busi- 
nessmen. Even  those  of  us  who 
don't  have  great  legs. 

^"please  provide  me  with  information^ 
on  the  Free  Trade  Zone  Bill  and  its 
positive  effects  on  my  business. 

Name  ^ 

Title  

Company  

Address  


Phone. 


American  International  Group,  Dept.  A, 
70  Pine  Street,  New Yori<,  N  Y.  10005 

L.  I 
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Copyrighl  197S  Avis  Rent  A  C.ir  System,  Inc. 


Now  this  is  getting  ridiculous.  Avis  in- 
troducing General  Motors?  The  lai^est  car 
manufacturer  ever? 

That's  right.  Avis  now  has  one  of  the 
largest  General  Motors  rental  and  lease 
fleets  in  the  world. 

So  now  you  can  choose  from  most  of  the 
40  GM  makes  and  models,  including  some 


of  the  most  popular  cars  in  the  world— the 
rent  a  cars  you'd  like  to  own.  Like  the 
Chevy  Caprice,  Olds  Cudass,  Pontiac  Grand 
Prix,  Buick  Regal,  and  even  Cadillac.  Plus, 
Avis  will  be  renting  and  leasing  GMC  and 
Chevrolet  trucks. 

It  doesn't  sound  that  ridiculous  now, 
does  it?  After  all,  we're  the  ones  who  have 
to  live  up  to  "We  try  harder". 

To  reserve  an  Avis  car  just  call  toll  free 
800-331-1212  or  your  Travel 
Consultant. 


We  try  harder. 


Avis  features  GM  cars  and  trucks. 


QUALITY 
IS  ITS 
OWN 
REWARD 


Fine  hand-tailoring  is  rec- 
ognized in  the  ease  with 
which  a  coat  drapes  in 
smooth,  uninterrupted 
lines ...  in  the  peace 
of  mind  that  com- 
fortable, unrestrict- 
ing  fit  imparts . . . 
and  in  the  styling 
that  close  attention  to 
every  small  detail  in- 
sures. It  is  the  quality 
of  Cavalcade  suits  by 
Walter-Morton. 
Look  over  the  season's 
new  arrivals. 


Wa lter  Morton 
Clothes 


MAPCO 
SALES 


Despite  Illegal 
picketing  by 
non-MAPCO  employees 
during  the  recent 
nationwide  coal  strike, 
MAPCO  sales  increased  once 
again,  posting  a  13%  Increase  In 
the  first  six  months  of  this  year  over 
the  same  period  in  1977.  In  addition, 
earnings  per  share  continued  to  climb,  as 
did  net  Income. 

Said  Robert  E.  Thomas,  MAPCO's  Chairman 
of  the  Board.  The  outlook  remains  bright 
indeed,  and  we  expect  another  record-breaking 
year  —  the  18th  such  year  In  a  row". 
Want  to  learn  more  about  MAPCO's  continuing 
growth?  Write  for  our  current  report. 


%^maffco 


Dept.  P,  1800  S  Baltimore  Ave. 

Tulsa,  Oklahoma  74119 

SYMBOL  MDA  •  NYSE  •  MWSE  •  PSE 


Readers  Say 


in  the  adjustment.  In  this  sense,  a  "non- 
discriminatory" tariff  increase  would  in- 
deed be  discriminatory. 

— Wayne  Simon  and 
William  Layher 
International  Economists, 
Office  of  Economic  Research 
U.S.  International  Trade  Commission 
Washington,  D.C. 

Small  Revenue  Raiser 

SlR:  Re  "Taxing  Perks"  (Fact  and 
Comment,  July  24).  The  grand  plan  of 
the  IRS  to  tax  fringe  benefits  as  added 
income  won't  result  in  the  government 
taking  "additional  Smillions  [more]  .  .  . 
from  millions  of  paychecks.  " 

If  the  cost  of  company  picnics,  Christ- 
mas lunches  and  parties,  for  example, 
were  added  to  employees'  taxable  in- 
come— nobody  would  come! 

As  for  the  matter  of  taxing  on-the-job 
training:  Will  taxpayers  be  entitled  to  a 
rebate  when  a  hew  Administration 
comes  into  power — and  proves  to  be 
staffed  with  slow  learners? 

— Forrest  Copeland 
Longview,  Tex. 

SiR:  In  Britain  we  regard  ourselves  as 
the  most  highly  taxed  nation  in  the 
world.  This  provides  a  substantial  disin- 
centive to  the  corporate  executive  and 
has  contributed  to  our  poor  industrial 
performance.  We  have  seen  substantial 
attacks  on  "friiige  benefits  "  by  successive 
governments  and  our  Inland  Revenue 
since  the  war.  However,  your  list  of 
Commissioner  Kurtz'  proposed  attacks 
goes  far  beyond  anything  we  have  in 
Britain. 

— fl.S.  Greenly 
London,  Ehgland 

Taxes  Create  Wealth? 

Sir:  Re  your  reprint  of  B.C.  Forbes' 
1936  editorial  decrying  taxes  (Aug.  7). 
Every  economist  deplores  high  taxes;  let 
one  of  them  explain  this  parado^.  How 
come  our  wealth  has  increased  more 
than  inflation  since  1936 — in  spite  of  the 
tremendous  increase  in  taxes  since  then? 
I  have  discussed  tax  avoidance  with 
many  clients  who  could  not  pay  their 
rent  in  l936. 

— Joseph  Blumenthal 
W.  Palm  Beach,  Fla. 

Not  A  Nursing  Home 

SiR:  Under  the  heading  'Lloyd's  At 
Bay — Again  "  (Trends,  Aug.  7),  four  ma- 
jor British  firms  were  said  to  have  fired 
broadsides  at  Lloyd's  going  so  far  as  to 
describe  it  as  the  geriatric  ward  of  world 
insurance.  These  remarks  were  directed 
not  at  Lloyd's  but  at  the  London  insur- 


ance  companies,  who,  in  any  event, 
were  well  able  to  refute  the  charge. 

— David  H.  Warner 
Chief  Press  Officer, 
Lloyds 
London,  England 

Nothing  Suspicious 

Sir:  The  item  "Blessed  Is  He  That 
Gives"  (Trends,  Juhj  24)  states  that 
"most  charities  are  keeping  the  pitch  for 
deferred  gifts  in  a  low  key — apparently 
because  they  don't  want  to  raise  too  sus- 
picious an  eye  at  the  IRS.' 

These  charitable  remainder  trusts  are 
clearly  sanctioned  by  both  Congress  and 
the  Internal  Revenue  Service.  Many 
charities,  like  the  University  of  Califor- 
nia, are  actively  and  aggressively  adver- 
tising and  soliciting  such  gifts  since  there 
is  nothing  "suspicious  "  about  them. 

— David  J.  Paluska 
Assoc.  Counsel  for  Development , 
Univ.  of  Southern  Calif. 
Los  Angeles,  Calif. 

Conservative  Options 

SiR:  Columnist  John  Train  wrote  neg- 
atively about  stock  options  (June  26).  It 
is  disappointing  that  so  few  people  seem 
to  be  aware  of  the  conservative  uses  of 
options. 

In  May  of  1978,  for  example,  a  mon- 
ey manager  friend  sold  10,000  Aetna 
Life  at  40'/2,  as  it  seemed  a  bit  ahead  of 
itself  after  selling  at  31  four  months 
earlier.  He  still  liked  the  company, 
though.  I  suggested  he  sell  100  July  40 
puts  at  1%  (representing  10,000 
shares).  If  Aetna  were  to  be  above  40 
at  July  expiration,  he  would  have  re- 
ceived 40y2  plus  1%  on  the  shares  sold, 
or  a  total  of  42 'A.  Should  Aetna  close 
below  40,  his  position  would  be  rees: 
tablished  at  a  cost  of  40  minus  1%,  or 
38  Vi,  a  price  he  would  be  willing  to 
pay.  In  these  circumstances,  conserva- 
tive use  of  options  increases  the  ac- 
count's return,  and  would  probably 
damp  out  swings  in  the  stock  price. 

— Thomas  N.  Cochran 
Far  Hills,  N.J. 

Quotas  For  The  Dogs 

SiR:  Re  the  Bakke  case  (Fact  and 
Comment,  July  24).  I  am  dismayed  and 
somewhat  frightened  by  the  passive  atti- 
tude American  citizens  take  toward  the 
monolithic,  narrowly  segregated  makeup 
of  dogs  led  teams. 

Where  are  the  pekingese,  the  Irish 
wolfhounds,  the  German  shepherds,  the 
Russian  wolfhounds,  the  poodles  and  the 
chihuahuas? 

— Brandon  E.  Rourke 
La  Jolla,  Calif. 


The  companies  of  your  pleasure:  l&m  l&m  lights  liECAOE  i.ark  chesterheld  eve 
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IfycHlthii^     -  ^ 

tli^iilyeffideiit 

steel  mais  I 
are  in  Japan- 
think  again, 


Maybe  you've  gotten  the 
impression  that  ottier  countries 
lead  America  in  steelmaking 
technology. 
You  might  change  your  mind 
if  you  could  see  U.S.  Steel's  contin- 
uous casting  equipment— like 
this  four-strand  billet  caster  at  our 
South  Works  in  Chicago.  For  speed 
and  product  quality,  our  casters  are 
equal  to  any  in  the  world. 
Another  example  is  the  giant  new 
blast  furnace  we  are  building  at  our 
Fairfield,  Alabama  plant.  It  will  be  almost 
totally  controlled  by  a  computer,  even  to 
the  quantity  of  raw  materials  fed  into  it. 
Then  there's  our  computer-controlled 
hot  strip  mill  at  Gary,  Indiana.  It's  one  of 
the  most  sophisticated  of  its  kind. 

Given  a  fair  opportunity,  we  can  hold  our 
own  with  foreign  steelmakers.  But  we  are 
facing  some  almost  insurmountable  prob- 
lems, too. 

Government  agencies  are  driving  America 
towards  a  "perfect"  environment.  We  believe  in 
a  clean  environment,  but  the  closer  we  get  to 
zero-level  pollution,  the  higher  the  cost  per  unit 
of  benefit.  The  benefits  may  even  be  non-existent. 
Expenditures  for  environmental  controls  that 
don't  really  improve  the  environment  could  be 
better  used  to  modernize  mills,  build  new  plants, 
create  new  long-term  jobs  and  help  maintain 
America's  traditional  technological  leadership. 

Know-how. 

It's  one  of  our 
strengths. 


United  States  Steel,  600  Grant  St.,  Pittsburgh,  Pa.  15230 


DID  YDU  HEAR  THE  ONE  ABOUT 
rHE  TRAVELING  SALESMAN  WHO  HAS 
mJlOO  MILES  ON  HIS  VOIVO? 


Nnrlieirt  G.  tyssy,  Utopia,  TeXa^ 


IT  J^/^O      <g  1978  VOLVO  OF  AMERICA  COHPORATION  LEASING  AVAILABLE 


Its  nojokc. 

Back  in  1965,  Norbert  G.  Lyssy,  a  travel- 
ing salesman  from  Texas  bought  a  Volvo 
1800  S  for  his  work.  Since  then,  he's  driven  it 
:hrough  deserts  and  over  mountains  an 
average  of  70,000  miles  a  year. 

When  Mr.  Lyssy  isn't  working,  he  uses  his 
Volvo  for  fun.  On  weekends,  it  lugs  a  16-foot 
power  boat  through  the  mountains  to  the 
Lyssys  favorite  lake. 

In  all  this  time,  Mr.  Lyssy  says, "Old  Red 
[as  he  affectionately  calls  his  Volvo)  has 
never  failed  to  get  me  to  my  destination."  He 
3dds,'i  think  she'll  reach  a  million  miles 
^ith  ease.  After  all,  I  only  have  226,000 
more  miles  to  go." 

It's  fair  to  say  Mr.  Lyssy  is  happy  with 
that  old  Volvo  of  his.  But  that's  an  old  Volvo. 
What  about  people  who  buy  new  Volvos? 

According  to  an  independent  nationwide 
survey,  they're  happy  too.  Happier  than  the 

VOLVO.  A  CAR  YOU  CAN  BELIEVE  IN. 


owners  of  48  new  models  from  G.M.,  Ford, 
Chrysler  and  AMC* 

We  can't  guarantee  that  their  Volvos  will 
last  774,000  miles. 

But  if  Mr.  Lyss/s  experience  is  any 
indication,  these  new  Volvo  owners  have  a 
lot  of  happiness  to  look  forward  to. 

'Survey  conducted  among  owners  of  new  cars  bought  in  May,  1977. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S,  Forbes,  Editor-in-Chief 


DON'T  BE  SURPRISED  IF  CAR! 

should  the  Senate  further  reduce  the  capital-gains  tax  and/or 
increase  the  total  tax  reduction. 

In  fact,  there's  a  good  chance  he  11  veto  the  House-passed 
measure  if  it  passes  as  is  in  the  Senate. 

Few  prognosticators  think  this  will  happen.  The  cliche  is, 
"He  can't  veto  a  tax-cut  bill  just  before  an  election.  "  They 
said  the  same  thing,  you  may  recall,  about  the  defense 
spending  bill. 

But  he  can,  and  may  do  so,  on  the  basis  that  "benefits '  go 
primarily  to  middle-  and  upper-incomers  ("the  rich ').  If  he 

AND  IT'S  NOT  A  VETO, 

that  would  be  so  disheartening. 

If  the  President  vetoed  tax  reduction  because  there  was  no 
equivalent  cut  in  federal  spending,  that  could  be  a  shot  in  the 
arm  for  the  dollar,  for  consumer  and  business  confidence  here 
and  throughout  the  world.  A  veto  on  such  grounds  could  be  an 
effective  shot  in  the  head  for  the  inflation  rate,  which  is  again 
getting  out  of  hand. 

But  the  alarming,  dismaying  thing  is  that  the  President 
seems  most  galled,  most  angry  about  the  proposed  reduction  in 
the  capital-gains  tax. 

It  is  really  appalling  that  a  man  who  built  a  successful  peanut 
business  and  had  the  savvy  to  get  himself  into  the  White  House 
could  have  such  complete  ignorance  or  misunderstanding  of 
what  gives  vitality,  spark,  incentive  to  our  competitive  free- 
enterprise  system. 

Every  entrepreneur,  every  new  business  needs  seed  money, 
needs  starting-up  capital.  A  person  risks  personal  savings  and 
gets  others  to  lend  him  a  thousand  or  many  thousands  of  dollars 
to  start  a  business  on  the  prospect  that  these  risked  dollars  will 
multiply  with  the  success  of  the  business;  that  for  risking  their 


ER  VETOS  THE  TAX-CUT  BILL 

does,  he'll  call  for  a  "fairer"  measure,  denouncing  "special 
interests "  and  "the  rich.  "  He'd  probably  then  announce  plans 
to  call  the  lame  duck  Congress  back  for  a  special  session 
immediately  after  the  election  to  tackle  a  tax-reduction-reform 
bill — which  might  not  be  a  bad  idea,  since  the  lame  ducks 
among  em  would  no  longer  be  under  any  voter  pressure. 

As  for  his  lack-of-leadership,  lack-of-forceful-image  prob- 
lem— my,  wouldn't  he  look  the  forceful  leader  to  millions  of 
TV  viewers  watching  him  veto  the  tax  cut  and  giving  his 
Reasons  Why? 

BUT  THE  REASONING 

dough  and  putting  it  to  work,  instead  of  into  interest-bearing 
bank  accounts  or  the  like,  they  can  enjoy  a  capital  growth. 

To  tax  such  gains  at  the  same  or  a  greater  ratfe  than  regular 
income  removes  the  iticentive  to  risk.  Why  take  risk  when 
there's  surety  and  a  sure  interest  with  no  risk  available?  The 
same  principle  applies  to  bigger  businesses,  and  to  the  biggest. 

Can't  the  President  understand  why,  in  the  flourishing 
economies  of  Germany  and  Japan,  they  have  no  capital-gains 
tax?  And  in  the  countries  abroad  that  do,  it's  far,  far  less  than  in 
the  U.S. 

They  soak  the  rich  all  right,  on  income  tax  scales  that,  as  in 
England  and  the  Scandinavian  countries,  are  blamed-near 
confiscatory.  But  knowing  how  essential  it  is  to  get  people's 
savings  working  as  capital  for  the  new  businesses  and  plants 
that  produce  the  jobs  and  raise  the  living  standard,  they  don't 
defeat  the  need  by  exorbitant  capital-gains  taxes. 

This  country  could  have  the  dollar  as  well  as  our  exports 
flourish,  and  inflation  start  down  instead  of  spiraling  upward,  if 
there  were  a  meaningful  reduction  in  capital-gains  taxes — 
which  includes,  of  course,  profit  on  the  sale  of  one's  home. 


MERGING  NATIONAL  INTO  PAN  AM  IS  A  NATURAL 


Tlic  Cjvil  Acroiiaiilics  Hoard  ouj^lit  to  iriovc  swillly,  not  just 
^iaiitiri>4  pcriiiissioii  hcslowiiif^  a  hlcssiiiK  on  Fan  Am's 
proposed  get-togcllicr  with  National  Airlines.  Whatever  long- 
a^o  reasons  might  have  existed  for  prechiding  Pan  Am  from 
domestic  markets  hav(^  long  since  disappeared.  The  dovetiuhng 
of  National's  routes  with  Pan  Am's  will  enormously  benefit 


stockholders  in  both  companies,  and  result  in  j^reatly  improved 
convenience,  capacity  and  st^rvice  to  the  flyin)^  public. 

If  small  TexBLS  International  Airlines  .swallowed  National,  no 
comparable  public  value  would  result.  Those  ambitious  Texans 
may  just  have  to  he  content  with  garnerinj^  a  1(X)%  profit  in  a 
matter  of  weeks  on  tfieir  investment  in  National  common  stock. 


WHEN  THOSE  THREE  BALLOONISTS  MADE  IT  TO  FRANCE 

a  number  of  pr<\ss  and  tcilevisioii  reportt;rs  called  wantin)^  to  A  twinge  maybe,  but  not  really.  I  rn  (;lated,  thrilled  that  a 
know  from  this  one  of  several  living  balloonists  who'd  tried  to     crossing  of  the  Atlantic  by  balloon  has  finally  been  accom- 


eross  the  Allaiilic  and  failed 
what  my  reaction  to  their 
extraordinary  feat  was. 

When  I  expressed  un- 
l)ounded  admiration,  enllui- 
siasin,  exhilaration,  most 
(jueriers  reacted  dubiously. 

"Aren  I  you  disappointed 
that  it  wasn't  you? 

You  can  bet  your  boots, 
liul  1(1  had  my  crack  at  it 
almost  three  years  earlier, 
and  the  |)rospect  of  another 
undertaking  for  us  was  just 


ii  iiiini>luuil  hdUiioiii.sIs  Ahrnzzo,  Ncjviiuin  unci 
Anderson  arc  wclcovicd  lioinc  al  Kcnncdij  Airjxrrt, 
N.Y.C.  Anionfi  the  a))plaudinti,  MSF  (seated). 


plished.  When  you  realize 
that  the  first  effort  to  do  it 
took  place  105  yt;ars  ago, 
that  .so  many  have  tried 
since  and  that  several  died 
trying,  it's  truly  terrific 
that  the  challenge  has  been 
met  in  our  lime. 

The  fact  that  it  has  no  eco- 
nomic con.sequence  compa- 
rable to  Lindbergh  s  flight 
doesn't  detract  from  the 
drama  and  excitement  of  it. 
(Crossing  the  Atlantic  was 


not  ill  the  c  ards.  livery  life  insurance  policy  that  FoKHKS  and  1  the  Ultimate  Trip  in  ballooning — on  a  par  with  scaling  Mt. 

hold  on  this  life  has,  since  that  earlier  Iran.satlantic  effort,  Everest  for  those  into  mountain  climbing. 

contained  clauses  saying  (lia(  there's  no  |)ayoff  if  I  try  to  jump  Flow  could  anyone  anywhere  fail  to  be  lifted  by  what  Maxie 

off  lor  I'.urope  in  a  balloon.  Anderson,  Ben  Abruzzo  and  Larry  Newman  have  daringly, 

"Don  I  you  feel  envious?  triumphantly  achieved? 

THERE  ARE  THOSE  WHO  CLAIM  ACCOUNTING'S  A  PROFESSION 

but  (heir  iiiimbei  diminishes  as  countless  corporate  slickers  'fhis  observation  wits  brought  to  mind  when  the  new  CEO  of 

repeatedly  prove  that  aiconnting  is  all  too  fre(|uently  an  art.  In  one  of  Our  hugest  corporations  observed  at  lunch  here  recently: 


their  hands,  the  creation  of  some  'balance  slieets  rate  as 
masterpiecc^s, 

Sometimes,  however,  corporate  accounting  lan  c  loak  more 
(lian  enlighten  as  a  r(>sult  of  ineptness  in  meth<Hlolog\  and 
rules  that  don't  work  {.vr  also  pp.  41,  IH7  and  196)  rather  than 
aptitude  al  disguising  actualities. 


"We  might  even  be  broke — but  it  would  probably  take  ten 
years  to  find  out,  from  the  way  our  accounting  system  appears 
to  work.' 

Wouldn't  it  be  nice  if  there  were  such  a  time  lag  on  the  home 
front  before  the  truth  hit?  If  someone  wrote  a  book  for  domes- 
tic double-bookkeeping,  what  a  best-seller  that  would  be. 


WHO  DO  YOU  CALL— OR  IS  IT  WHOM? 


Just  as  the  economy  has  its  purist  economists,  language  has 
its  purist  academicians.  Language  purists  are  often  in  agree- 
ment as  to  what  is  right,  while  of  course,  economists  rarely  are. 
Both,  though,  have  to  bow — invariably  later  rather  than  soon- 
(T — to  reality  when  their  dogma  is  contradicted  by  reality. 

Mere's  a  delightful  tale  making  that  point  from  Plamiing 
Research  Corp  s  Director  of  (communications.  One  of  their 
advertisements  was  headlined,  "Who  Do  You  (^all?   He  writes 

KOHHK.S: 

"I  was  eonceriuHl  about  "who'  versus  'whom,'  feeling  that  if 
we  could n  t  use  proper  I'lnglish,  we  couldn't  convince  people 
tliat  we  could  solvi-  tlwir  problems. 


'To  resolve  the  proper  usage  b\  Planning  Researcli  Corp.  of 
"Whom  Do  You  (^all  i  .v.  'Who  Do  You  (>all,  we  have  spoken  to 
a  number  of  grammarians  in  the  academic  world.  This  has  led 
us  to  .some  philosophical  discussions  on  levels  of  usage  (formal 
vs.  standard,  vs.  informal  vs.  vulgate). 

"Since  the  PRC  ads  are  appearing  in  reputable  business 
publications,  I  polled  Forbes,  Fortune  and  Business  Week, 
asking  "Which  form  would  you  use  as  a  headline  to  an  editorial 
feature  in  your  magiizine? 

■James  Dunn,  Publisher  of  Forbes,  consulted  with  his 
"resident  wordsmith  and  called  me  back.  Although  whom'  is 
formally  correct,  its  use  in  this  case  is  stilted  and  almost  out  of 


the  language.  Forbes  would  use  'who'  editorially. 

"Managing  Editor  Bob  Lubar,  of  Fortune,  said  that  Fortune 
considers  whom'  purist  and  stilted.  The  use  of  whom'  by 
Fortune  would  seem  artificial  and  sound  odd.  Bob  said.  Gram- 
marians are  recommending  "who"  specifically  in  greater 
groups.'  Bob  said  Fortune  might  use  whom'  within  the  body  of 
an  article,  but  would  definitely  use  who  in  a  headline. 


"Don  Hulsbond  heads  the  copy  desk  of  Business  Week  and  is 
their  functioning  grammarian.  Don  felt  that  although  'whom'  is 
formally  correct,  it's  awkward.  He  does  not  know  of  any  editor 
who  would  not  use  who'  for  his  publication.  He  felt  both 
editorially  and  in  an  ad  campaign  there  is  a  different  level  of 
communication  than  in  writing  an  academic  thesis.  Business 
Week  would  definitely  use  who.'  " 


OURS  IS  A  SPACE  AGE  ALL  RIGHT 

Now  that  copying  machines  are  as  common 
as  colds,  more  and  more  space  is  needed  for 
storing  copies  of  so  much  that  never  would 
have  been  if  it  weren't  so  easy  to  reproduce. 
Files  fill,  and  then  rooms  fill  with  files,  and 
buildings  fill  with  the  rooms  filled  with  files. 
All  of  which  came  to  mind  when  I  viewed  this 
sticker  (right)  on  a  handwritten  reply  on  a 
letter  we  had  sent  to  Twentieth  Century-Fox 
CEO  Dennis  Stanfill. 

Chalk  one  up  in  the  fight  against  one 
aspect  of  our  space  age. 


Because  we  wanted 
you  to  have 

a 

quick 
reply 

I  have  written 
a  note  on  your  letter 
I  (elt  you  would 
prefet  promptness 
to  tormality. 

DENNIS  C.  STANFILL 


DOING  TWO  THINGS  AT  ONCE 

Living  a  good  life  while  leading  the  good  life 
is  easier  claimed  than  accomplished. 


WHY  IS  IT 

listeners  always  know  when  the  speaker 
should  stop  and  he  seldom  does? 


WE'RE  SUPPOSED  TO  BE  ONE  COUNTRY 


when  it  comes  to  tax  laws,  the 
states  of  the  United  States  seem  to  be 
losing  sight  of  the  fact  that  they  are 
part  of  a  federal  union.  They  are  con- 
sidering or  are  passing  discriminatory 
levies  designed  to  help  themselves  at 
the  expense  of  the  rest  of  the  coun- 
try— and  ultimately  themselves. 

•  Minnesota  in  1974  passed  a  law 
heavily  fining  employers  who  offered 
pension  plans  if  they  terminated  their 
plans  or  closed  a  Minnesota  office. 
Ohio,  Maine  and  other  states  are  toy- 
ing with  similar  legislation  that  would 
impose  exit  penalties  on  companies 
that  move  facilities  to  other  areas  of 
the  country. 

•  Minnesota  also  wants  to  tax  a 
person's  pension  if  he  ever  resided  in 
that  state.  Reason:  Since  the  pension, 
or  part  of  it,  "originated"  in  Minneso- 
ta, the  beneficiary  ought  to  pay  a  tax 
on  it  when  he  receives  it  even  though 
that  person  may  no  longer  live  in  the 
state.  Say  a  retired  executive  living  in 
California  had  worked  in  Minnesota 
back  in  the  1950s.  Under  this  law,  the 
executive  may  end  up  owing  Minne- 
sota taxes  on  his  retirement  income. 

•  Iowa  has  a  corporate  income  tax 


By  M.S.  FORBES  Jr. 

law  that  blatantly  favors  home-state 
manufacturers  at  the  expense  of  man- 
ufacturers that  may  sell  products  in 
Iowa  but  are  based  in  other  states. 
The  Iowa  levy  is  simply  a  disguised 
internal  tariff. 

•  Ohio  has  enacted  a  duty  on  out- 
of-state,  low-sulfiir  coal  in  order  to 
force  local  utilities  to  use  more  expen- 
sive, high-sulfiar  coal  mined  within 
the  state. 

•  California,  Oregon  and  Alaska 
impo.se  taxes  on  subsidiaries  of  for- 
eign companies  within  their  borders 
based  on  the  companies'  worldwide 
income,  regardless  of  whether  or  not 
the  subsidiary  is  turning  a  profit. 

These  laws  are  unfair,  pernicious. 
They  will  hurt  all  of  us.  But  that 
doesn't  seem  to  make  much  impres- 
sion on  parochial  politicos. 

Alas,  they  don  t  appear  to  be  mak- 
ing a  proper  impression  on  the  Bur- 
ger Court,  either.  The  Supreme 
Court  did  recently  throw  out  that 
1974  Minnesota  act,  but  the  Justices 
upheld  Iowa's  levy.  They  also  up- 
held a  Massachusetts  tax  that  ends 
up  penalizing  federally  chartered 
savings  and  loan  associations  in  favor 


of    locally    chartered  competitors. 

Virtually  every  state  in  the  union 
currently  assesses  corporate  income 
taxes  on  the  basis  of  three  factors: 
intrastate  sales,  payrolls  and  proper- 
ty. This  common  formula  prevents 
discrimination.  But  now  states  will  be 
under  pressure  to  give  Iowa-like  ad- 
vantages to  local  firms.  The  result, 
dissenting  Justice  Harry  Blackmun 
said,  "is  bound  to  be  regressive.' 
Some  companies  might  end  up  pay- 
ing taxes  on  more  than  100%  of  their 
income. 

Politics  is  also  dominating  the  en- 
forcement of  that  Minnesota  law  on 
out-of-state  pensioners.  The  tax  col- 
lectors realize  that  trying  to  dun  ev- 
eryone covered  by  the  law  would  be 
administratively  impossible.  Instead 
they  might  well  try  to  collect  money 
from  the  "rich,'  the  "fat  cats.  "  The 
retired  Pillsbury  or  3M  executive  liv- 
ing in  Florida  or  Arizona  had  better 
watch  out. 

One  can  only  hope  the  Supreme 
Court  realizes  that  such  laws  are  a 
violation  of  the  commerce  clause  of 
the  Constitution  before  they  someday 
balkanize  the  American  economy. 


other  Comments 


often  comments  hij  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


Anguished  Amateur  Athletes 

Armc  hair  athletes  all  over  America  are 
becomitif^  the  weeki-iid  warriors  of  sport. 
But  the  years,  and  tlu-  f^in  and  the  weed 
and  the  encroaching^  flab  have  taken 
their  toll.  The  net  result  can  be  painfiil, 
and  sometimes  lethal  .  .  .  tennis  elbows; 
str<"ss  fractures;  broken  noses;  tendinitis; 
dislocated  shoulders,  hips  and  fniKt'rs; 
strains  and  sprains;  not  to  mention  sun- 
dry bruises,  abrasions,  lacerations  and 
concussions.  .  .  .  But  the  vast  majority 
of  injuries  result  from  what  doctors  call 
the  "overuse  syndrome" — trying  to  push 
the  out-of-condition  over-30  body  too  far 
too  fast.  — Time 


Carter  Loses  Touch 

Inflation  has  pushed  back  up  to  dou- 
ble-digit rates  primarily  because  the  Ad- 
ministration ha.s  fed  too  much  deficit 
spending  into  an  economy  that  is  operat- 
ing close  to  capacity.  President  Carter 
has  scaled  down  his  proposal  for  tax  cuts, 
but  he  still  does  not  seem  to  realize  that 
the  U.S.  needs  to  lighten  the  tax  load  on 
investment  rather  than  put  more  spend- 
ing power  in  the  hands  of  consumers. 
When  Representative  William  Steiger 
(R-Wis.)  introduced  an  amendment  to 
restore  capital-gains  taxes  to  the  1969 
rate,  the  President  tried  to  dismiss  it  as 
"two-bit  politics  and  tax  relief  for  mil- 
lionaires. Congressmen,  who  are  in  clos- 
er touch  with  the  voters,  were  unim- 
pressed by  the  President's  scorn.  .  .  . 
The  President  s  particular  brand  of  pop- 
ulism is  out  of  date.  '!  he  American  peo- 
ple are  not  as  shortsighted  and  self-cen- 
tered as  he  seems  to  believe. 

— Business  Week  editorial 


Cyclists  vs.  Trucks 

Motorcycles  are  overinvolved  in  fatal 
accidents.  Motorcycles  account  for  only 
3.6%  of  all  the  vehicles  registered  in  the 
U.S.,  but  6%  of  the  fatal  accidents.  Trac- 
tor trailer  trucks  account  for  only  0.8%  of 
all  the  vehicles  registered  in  the  U.S., 
but  6.3%  of  the  fatal  accidents.  Heavy 
trucks  are  overrepresented  in  fatal  acci- 
dents by  a  factor  of  790%  compared  with 


"Which  do  you  fear  more,  the  Soviet  Union  Or  the  income  tax?" 


166%  for  motorcycles.  Motorcyclists  are 
an  easy  target  because  as  a  group  they're 
young,  unorganized,  underfinanced  and 
powerless  compared  with  large  organiza- 
tions like  the  Teamsters  Union. 

— Rich  Taylor,  Cycle 

Long  White  ''Pigs'' 

Perusing  the  international  arrival  and 
departure  figures  at  Nadi  Airport  [Fiji],  I 
note  that  arrivals  were  up  on  the  pre- 
vious year  but  departures  were  down. 
Perhaps  the  wheel  has  gone  full  circle  to 
the  period  so  deliciously  recalled  by  the 
late  Ratu  Sir  Edward  Cakobau  who,  in 
one  of  his  last  speeches,  recalled  the 
time  when  departures  by  tourists  were 
indeed  lower  than  arrivals  because  of  the 
peculiar  dietary  habits  of  the  locals. 

— Shirley  Barker, 
South  Pacific  Islands  Business  News 

Rooney  Loves  Marriage 

Three  years  ago  Mickey  Rooney,  who 
has  been  married  and  divorced  seven 
times,  announced  that  Janie  Darlene 
Chamberlin,  a  singer  and  composer,  was 
"the  girl  of  my  dreams.  "  But  she 
wouldn  t  marr\'  him,  saying,  "I  don  t  be- 
lieve in  marriage  because  it  wrecks  a 
good  relationship  between  people  who 
truly  love  each  other. "  However,  she  has 
apparently  changed  her  mind.  The  39- 


The  entitlements  program  has  become  so  bizarre  in  its  com- 
plexity that  we  recently  purchased  $2.1 -million  worth  of 
entitlements  from  the  Mexican  national  oil  company  for  the 
privilege  of  refining  our  own  domestic  crude  oil  in  our  own 

U.S.  refineries.  —John  K.  Mckinley,  president,  Texaco  Inc. 


year-old  Miss  Chamberlin  and  Mr. 
Rooney,  57,  have  taken  out  a  marriage 
license  in  Thousand  Oaks,  Calif  "Mick- 
ey believes  so  much  in  the  institution  of 
marriage,"  Miss  Chamberlin  said,  "that  I 
can  t  disappoint  him.  " 

— The  New  York  Times 


Two  at  One  Blow 

.  .  .  There  is  wide  agreement  among 
reporters  that  the  subpoenas  [served  on 
the  Times  and  its  reporter  Myron 
Farber]  will  set  a  legal  precedent  that 
will  seriously  damage  reporters'  ability 
to  gather  news.  They  contend  that 
sources  who  wish  to  remain  anonymous 
will  simply  ceaie  to  speak  once  it  be- 
comes cl^ar  that  reporters  can  be  forced 
to  disclose  their  informants'  names  in 
court.  These  soufces,  it  is  pointed  out, 
would  no  mofe  \Vant  to  confide  in  such 
reporters  than  they  would  want  to  con- 
fess their  sins  to  priests  who  were 
obliged  to  pass  on  to  the  local  police 
station  everything  they  had  been  told. 
The  results  will  be  ironic,  because  re- 
porters who  can  be  compelled  to  identify 
their  sources  in  court  aren't  going  to 
learn  ahything  that  the  courts  wailt  to 
know.  As  soon  as  the  courts  start  fishing 
for  evidence  in  this  pond,  the  pond  will 
dry  Up  The  courts  will  then  [also  lose] 
the  articles  based  on  that  information — 
articles  that  on  many  occasions  in  the 
past  have  brought  the  very  existence  of 
crimes  to  the  government's  attention  in 
the  first  place.  Thus,  at  a  single  stroke 
the  judicial  system  will  defeat  both  the 
First  Amendment  and  itself. 

— "Talk  of  the  Town,"  The  New  Yorker 


More  Time,  Less  Speed 

I  can  do  a  year  s  work  in  nine  months, 
but  not  twelve.  — ^J.P.  Morgan 


-The  new  TracerTrack 
..DicMtion  Cassette  .... 
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Introducing  the 
revdiiitidnary  newNoreico' 

TracerTrack™ 
Off  ice  Dictation  System 


The  new  TracerTrack 
Dictation/Transcriber 


The  new  TracerTrack 
Transcriber 


>     We  introduced  the  first  mini-cassette  for 
dictation  in  1967.  Now  we're  announcing 
another  dictation  revolution.  TracerTrack. 
A  second  generation  mini-cassette  with  visual 
and  electronic  indexing  right  on  the  cassette. 
Without  using  index  strips,  you  can  tell  at  a 
glance  how  much  dictation  is  on  the  tape  and 
where  the  special  instructions  are.  Plus,  there's 
a  whole  new  generation  of  Noreico  dictation 
units  designed  to  search  the  TracerTrack—  at 
the  touch  of  a  button  —  and  stop  automatically 
at  any  end-of-letteror  special  instruction. 


The  benefits  to  you:  more  efficient 
dictation  without  cumbersome  index  strips, 
better  work  distribution  and  transcription. 
Which  adds  up  to  money  saved.  Best  of  all, 
TracerTrack  is  compatible  with  other  Noreico 
dictation  equipment. 

Get  all  the  facts  about  the  new  Noreico 
TracerTrack  Office  Dictation  System.  Return 
the  coupon  today.  And  welcome  to  the  second 
revolution. 

Office  dictation 

wiil  never  be  the  same. 

©  1978,  Philips.Business  Systems,  Inc. 
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Yes,  please  send  literature  about  the  new  Noreico  TracerTrack  Office  Dictation  System. 
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Forbes 


Will  The  Fish  Bite  Again 
At  The  Same  Old  Bait? 


Is  Wall  Street  heading  into  another  speculative  boom? 
Straw-in-the-wind:  Harry  Figgie's  talking  again. 


By  ROBERT  J.  FLAHERTY 

Morgan  Guaranty's  trust  department 
has  a  rule  against  investing  in  companies 
whose  chief  executives  are  seriously 
overweight.  Harry  E.  Figgie  Jr.,  chair- 
man of  Greater  Cleveland's  $568-million 
(1977  revenues)  A-T-O,  Inc.,  stands 
about  six  feet  and  weighs  well  over  230 
pounds.  Strangely,  the  Morgan  bank  al- 
ready owns  over  100,000  A-T-O 
shares  but  the  rule  will  almost  cer- 
tainly prevent  it  from  buying  many 
more.  Other  investors  may  not  be 
so  choosy,  for  A-T-O  begins  to  dis- 
play many  of  the  characteristics  of  a 
classic  turnaround. 

Harry  Figgie?  He  was  a  supersyn- 
ergist  of  the  Sixties  who  claimed  he 
knew  how  to  turn  run-down  compa- 
nies into  growth  outfits.  Did  it  take 
most  companies  a  long  time  to  make 
up  their  minds  on  an  acquisition? 
Figgie  could  give  an  answer  in  just 
eight  hours.  Those  were  days  when 
investors  believed  in  supermen, 
and  Harry  Figgie  looked  super.  At 
39,  he  had  degrees  in  engineering, 
law  and  management  and  had 
served  nine  years  as  a  management 
consultant  with  the  respected  firm 
of  Booz,  Allen  &  Hamilton. 

The  high-class  public  relations  firm  of 
Hill  &  Knowlton  helped  Harry  carry  his 
gospel.  A-T-O  press  agent  William  G. 
Borchert  publicized  earnings-per-share 
growth  of  20%  to  40%  annually  and  $1 
billion  in  sales  by  1970. 

Helped  by  Figgie's  shining  image, 
A-T-O  stock  soared  to  50  times  earn- 
ings, reaching  a  high  of  $74  in  1968, 
And  then  it  collapsed.  By  1970  it  was  as 
low  as  6  and  even  today  sells  at  only  14. 
Figgie's  glowing  earnings  projections 
had  gone  bad.  He  said  that  the  company 
would  be  earning  $2.75  a  share  by  1969; 
instead,  earnings  were  9  cents.  The  $4- 
billion  sales  goal?  Figgie  has  moved  it 
back  to  1983, 


Then  Figgie  adopted  a  low  profile. 

Where  have  you  been?  Forbes  asked 
him  recently.  "In  the  trenches,  "  Figgie 
replied,  too  busy  turning  A-T-O  around 
to  talk  with  the  press  or  security  ana- 
lysts. But  he  is  talking  now  and  claims  in 
advertisements  that  A-T-O  has  shown 
higher  earnings  in  28  of  the  last  29  quar- 
ters. "We  are,"  he  says  archly,  "in  dan- 
ger of  becoming  a  good  company.  " 


Are  Figgie's  claims  this  time  to  be 
taken  more  seriously  than  those  of  a 
decade  ago?  Is  he  truly  a  chastened  man 
who  has  wrought  a  turnaround?  Or  is 
Harry  Figgie  Jr.  just  up  to  his  old  tricks, 
hoping  for  a  new  generation  of  investors 
and  money  managers  to  buy  his  stock? 

Here  are  the  facts:  In  the  last  six  and 
one-half  years,  while  most  U.S.  corpora- 
tions have  been  reducing  debt  and  im- 
proving liquidity,  A-T-O  has  gone  in  the 
opposite  direction.  Figgie  has  increased 
A-T-O's  debt  from  $58  million  to  $142 
million,  so  that  today  Moody's  rates 
A-T-O  bonds  "speculative  Ba.  " 

Where  has  the  borrowed  money  gone? 
Partly  into  buying  back  A-T-O  stock.  In 
1972  the  company  had  about  7.6  million 


shares  outstanding:  today,  5.9  million.  As 
a  result,  earnings  per  share  spurted, 
though  net  profit  rose  only  slightly.  Share 
earnings  were  91  cents  in  1972;  $1.53  last 
year,  up  68%.  But  net  profit  increased 
only  about  $2.7  million,  or  half  as  much. 

For  all  this  improvement,  so  far  this 
year  A-T-O  netted  a  thin  2  cents  on  the 
sales  dollar. 

"Gosh,  "  Figgie  says,  ignoring  this 
third-rate  profit  showing,  "if  I  could 
build  a  $20-million  company  [in 
1963]  to  $630  million  [1978],  imag- 
ine what  I  could  do  from  this  pla- 
teau. It  would  be  like  shooting  fish 
in  a  barrel.  "  But  you  can  t  shoot  the 
kind  of  fish  Figgie  is  aiming  at  with 
his  thin  trickle  of  earnings.  "It's 
hard  for  me  to  sit  here  and  see  all 
these  tenders,  "  he  says,  visibly  rest- 
less that  he  lacks  the  cash  and  bor- 
rowing power  to  make  major  acqui- 
sitions. "I  would  like  to  come  out 
with  an  equity  offering.'  But  first  he 
must  get  his  stock  up.  So  Figgie  is 
talking  again. 

Yet,  when  pressed,  Figgie  con- 
cedes: "You  know,  we  were  bank- 
rupt twice.  Once  we  knew  it  and  the 
other  time  we  didn't.  Each  time  for 
about  30  days.  In  May  of  1964  my 
then  financial  vice  president  called  me 
and  said:  'Harry,  do  I  put  in  the  flexible 
variable  budget  or  do  I  bring  in  the 
creditors?'  The  next  time  was  when  our 
records  got  lost.  Our  then  controller 
afterward  said:  'Harry,  I  have  to  tell  you 
something.  During  that  period  of  time 
when  those  records  were  lost,  I  found 
with  reconstructed  pieces  that  we  were 
bankrupt.' 

Figgie,  the  management  consultant, 
the  expert  on  controls,  is  confessing  that 
while  he  was  a  darfing  of  Wall  Street, 
A-T-O  had  sloppy  controls. 

If  much  of  the  investing  public  fell  for 
Figgie's  line  in  the  Sixties,  not  everyone 
was  impressed.  The  Cleveland  office  of 
Merrill  Lynch  didn't  like  the  looks  of  the 
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firm  that  brought  out  the  first  A-T-O 
pubhc  offering  in  1965  and  so  refused  to 
recommend  it. 

First  Boston  Corp.  afso  smelled  a 
mouse  in  Figgie's  basement.  Vice  Presi- 
dent Arthur  Taylor,  who  later  became 
president  of  CBS,  analyzed  A-T-O  for 
First  Boston  and  was  turned  off  when  he 
discovered  that  part  of  A-T-O's  seed 
money  had  come  from  a  certain  small 
Swiss  bank  with  U.S.  and  Bahama 
branches.  Upon  making  incjuiries  Taylor 
discovered  that  most  Swiss  knew  little 
about  the  Cosmos  Bank.  Taylor  then  be- 
t;aii  to  visit  A-T-O  divisions  and  decided, 
he  said,  1)  that  the  company  lacked  ele- 
mentary controls  and  2)  that  Figgie  was 
spending  all  his  time  on  acquisitions  and 
wasn  t  running  the  company.  First  Bos- 
ton walked  away  from  the  stock. 

In  1968  Figgie  had  a  brush  with  the 
Securities  &  Exchange  Commission 
when  he  tried  to  take  into  1967  earnings, 
an  acquisition  he  didn't  make  until  1968. 

While  he  was  still  trumpeting  his  and 
A-T-O's  virtues,  however,  Harry  Figgie 
had  begun  selling  A-T-O  stock.  From  1965 
through  January  1968  he  unloaded  80,000 
shares.  Three  weeks  after  Figgie  sold 
another  5,000  in  January  1968,  the  bad 
news  broke:  Instead  of  the  $1.70  to  $1.90 
Figgie  had  predicted,  A-T-O  earned  only 
$1.43  for  1967.  But  this  was  only  the 
beginning.  In  1968,  instead  of  $2.75, 
A-T-O  produced  only  9  cents  a  share.  In 
1969,  only  81  cents.  (Not  until  1973  was  it 
to  get  back  to  above  $1  a  share.)  A-T-O  has 
yet  to  make  his  $2.75  per  share. 

When  Figgie  was  selling  his  shares  to 
a  mesmerized  public,  A-T-O  stock 
ranged  between  20  and  74.  These  were 
founders'  shares  he  sold;  Figgie  had  paid 
8  cents  each  for  them.  Joining  Figgie  in 
this  wave  of  selling  were  a  batch  of  his 
early  backers.  These  included  a  whole 
raft  of  individuals,  most  of  whose  names 
were  later  to  turn  up  among  those  who 
made  huge  profits  from  selling  Stirling 
Homex  stock  when  it  was  riding  high. 
Stirling  Homex  went  broke  while  A-T-O 
merely  went  downhill,  but  the  pattern  of 
selling  at  the  top  was  remarkably  similar. 
Among  those  who  got  out  of  A-T-O  stock 
at  high  prices  and  before  ttie  bad  news 
came  out:  Stirling  Homex  insider  Harper 
Sibley  Jr. ;  Saunders,  Stiver  and  its  presi- 
dent, John  O.  Doerge;  Cosmos  Bank  and 
its  chairman,  Hans  Ulrich  Rinderknecht; 
Laird  &  Co.  insiders  and  its  vice  presi- 
dent. Dale  Coenen.  All  these  were  A-T-O 
directors.  Figgie  also  made  over  $1  mil- 
lion selling  Stirling  Homex  shares.  (For 
details  see  "The  Web,"  p.  44.) 

Despite  appearances  the  SEC  never 
went  after  Figgie  and  his  friends  for  their 
insider  selling.  Figgie  had  an  excellent 
legal  counsel  and  carefully  kept  within 
the  letter — if  not  necessarily  the  spirit — 
of  the  law.  His  lawyer,  of  course,  was  the 
same  Alphonse  A.  Sommer  Jr.  who  later 
became    an    SEC    conunissioner.  The 


(luestion  of  this  insider  selling  arose  at 
the  time  of  Senate  hearings  over  Som- 
mer's  confirmation  in  1973,  but  Sommer 
wrote  the  White  House  that  no  laws  had 
been  violated.  It  is  surprising  that  Figgie 
had  done  his  selling,  unaware  that  A-T-O 
would  be  unable  to  meet  the  earnings  he 
had  been  projecting. 

But  meanwhile,  something  had  to  be 
clone.  In  1968  the  A-T-O  board  persuad- 
ed one  of  General  Electric  s  retiring  top 
managers  to  come  in  as  operating  chief 
and  president.  He  was  Group  Vice  Presi- 
dent James  H.  Goss.  Now  71  and  still 
active  as  chairman  of  Pantasote  Co., 
Goss  recalls  that  he  got  quite  a  shock 
when  he  saw  what  he  had  gotten  himself 
into.  "The  day  after  I  got  to  A-T-O  I 
discovered  Figgie  didn't  want  a  number 
two  man.  That  had  been  forced  on  him 
by  the  board  because  internally  the  com- 
pany was  in  such  bad  shape. 

"Harry  wasn't  in  much  so  I  went  ahead 
and  ran  the  company,  "  Goss  recalls.  "I 


.  .  'We  were  bankrupt 
twice.  Once  we  knew  it,  the 
other  time  we  didn't' .  .  ." 


did  what  had  to  be  done.  His  unorthodox 
style — not  being  in — forced  the  people 
under  him  to  be  unorthodox.  When  I 
came  there  A-T-O  had  problems  every- 
where. Figgie  was — and  is — ^just  a  man- 
agement consultant.  He  is  interested 
only  in  acquisitions.  He  is  simply  not 
interested  in  operations." 

Finally,  Goss  says,  after  three  years, 
"Harry  came  to  me  and  he  said,  "You 
have  had  enough  of  me  and  I  have  had 
enough  of  you.'  "  Goss  got  his  deferred 
compensation  in  writing  and  departed. 
His  reward  for  strengthening  the  com- 
pany: the  toe  of  Harry  Figgie's  boot. 

Figgie's  next  president  in  1971  was 
John  Tanis,  now  president  of  Cleveland- 
based  United  Screw  &  Bolt.  A  cracker- 
jack  operating  man,  Tanis  continued 
Goss'  rebuilding  job.  Figgie  continued  to 
be  out  of  the  office  and  unreachable  for 
most  days  of  each  month. 

In  1971  Tanis'  wife  died,  and,  for  per- 
sonal reasons,  he  resigned  in  1972, 
whereupon,  A-T-O  canceled  his  com- 
pensation package.  Tanis  is  suing  for 
$200,000.  He  blames  Figgie's  unsympa- 
thetic attitude  for  hastening  his  depar- 
ture. Tanis  was  not  alone.  Forty-five  of 
A-T-O's  61  top  corporate  executives  and 
division  presidents  from  the  Goss  years 
later  left,  a  74%  turnover  rate.  Many  had 
their  deferred  compensation  for  past 
work  performed  canceled,  too. 

A  prominent  Cleveland  executive 
claims  Figgie's  handling  of  the  Tanis  af- 
fair hurt  A-T-O  badly:  "It  made  others 
say.  If  he  treats  his  president,  his  closest 
friend  in  the  company,  that  wa\',  how 


would  he  treat  me  if  I  left  the  company?' 
It  gave  A-T-O  a  bad  image.  The  suit  got 
wide  publicity  in  the  Cleveland  area.' 

More  than  A-T-O's  reputation  was 
hurt  by  the  bad  feeling  in  the  circum- 
stances accompanying  Goss  and  Tanis' 
departures.  Goss  later  became  a  trustee 
of  Grinnell,  A-T-O's  much  bigger  sprin- 
kler competitor  which  ITT  was  divest- 
ing. Tanis  became  Goss  consultant.  To- 
gether they  helped  Grinnell  pull  away  in 
sales  and  profits  from  "Automatic," 
whose  profits  nose-dived  last  year. 

But  this  is  the  past.  What  about  the 
"new"  A-T-O  the  public  will  soon  be 
hearing  about?  Perhaps  Goss  is  a  preju- 
diced witness,  but  he  makes  a  good  case 
when  he  says  that  the  way  A-T-O  is  run 
is  only  part  of  the  trouble;  the  basic 
building  blocks  themselves  are  weak. 
"A-T-O,  "  Goss  says,  "is  in  a  tough  situa- 
tion. With  a  few  exceptions  Harry 
bought  old,  mature  companies,  which 
were  small  and  not  first  or  second  in 
their  industries.  You  can't  grow  much 
when  you  serve  already  well-served  mar- 
kets and  when  your  margins  are  slim." 

For  example,  A-T-O  is  the  number 
one  builder  of  custom  fire  engines 
through  its  American  LaFrance  division, 
but  this  is  neither  a  highly  profitable  nor 
rapidly  growing  business.  In  guard  ser- 
vices, fire  extinguishers,  cement  mixers, 
road  graders,  golf  clubs,  coal-mining 
equipment,  etc.,  it  is  only  number  four, 
even  lower.  Only  13  of  A-T-O's  30-odd 
divisions  do  as  much  as  $10-million  each 
in  volume.  They  tend  to  be  small  frogs  in 
small  ponds,  purchased  because  they 
were  available,  not  because  they  were 
strong  companies.  For  instance,  the 
Rawlings  division,  which  makes  big- 
league  baseball  and  football  equipment, 
isn't  very  profitable.  Says  one  Figgie 
critic:  "A-T-O  has  milked  Rawlings  rath- 
er than  invested  in  it.  That's  why  the 
company  hasn't  prospered  the  way  Wil- 
son [now  part  of  PepsiCo]  has.  " 

While  it  is  apparent  that  Figgie  has 
been  reluctant  to  accept  a  strong  num- 
ber-two man,  critics  say,  it  is  equally 
apparent  that  he  doesn't  much  enjoy  the 
day-to-day  details  of  business  himself. 
Figgie  concedes  that  he  was  at  his  desk 
just  three  days  in  June  and  one  day 
between  July  1  and  July  12  of  this  year. 
Everyone  has  trouble  reaching  him.  Fig- 
gie likes 'to  wheel  and  deal.  He  does  not 
enjoy  running  a  business. 

A  ""new"  A-T-O?  In  1977,  at  Figgie's 
orders,  three  A-T-O  divisions  began 
moving  from  older  plants  in  the  north  to 
a  new  plant  in  Charleston,  S.C.:  Huber 
road  graders  from  Marion,  Ohio;  hydrau- 
lic cranes  from  Alden,  N.Y.;  and  Smith 
mounted  cement  mixers  from  Milwau- 
kee, Wis.  It  was  a  sensible  move  from 
the  viewpoints  of  cost  and  efficiency,  but 
the  planning  was  so  poor  as  to  border  on 
the  disastrous. 

To  begin  with,  A-T-O  never  checked 
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Clp^veland,  Ohio  has  never  been  a  good  town  for  venture 
eapital,  but  it  took  the  then  virtually  unknown  Harry  E. 
Figgie  Jr.  only  19  days  in  1963  to  raise  the  $1.3  million  in 
venture  money  he  needed  to  buy  tiny  "Automatic"  Sprinkler 
as  the  base  for  his  projected  conglomerate.  His  backers  were 
well  rewarded,  later  selling  8-cent  founders'  shares  for  as 
much  as  $74.  But  A-T-O's  public  shareholders  have  not  done 
well.  In  1968  A-T-O's  stock  collapsed,  reaching  a  low  of  $4  in 
1974  and  1975. 

Who  were  these  original  backers  who  came  out  so  well? 
Among  them: 

•  Hans  Ulrich  Rinder- 
knecht,  a  lawyer  of  Zurich, 
Switzerland,  still  an  A-T-O 
director  and  former  chair- 
man of  the  now-defimct 
Cosmos  Bank  in  Switzer- 
land. This  Swiss  lawyer  had 
an  uncanny  knack  for  invest- 
ing in  seemingly  prosperous 
companies  which  later  went 
bankrupt.  Cosmos  made 
huge  profits  in  A-T-O 
stock — some  $20  million  on 
an  original  investment  of 
$.50.000— yet  Cosmos  itself 
went  under  in  1973  when 
much  of  the  money  it  bor- 
rowed from  other  Swiss 
banks  was  used  to  make 
what  turned  out  to  be  uncol- 
lectible loans  in  a  spectacu- 
lar series  of  frauds  where  executives  were  jiiiled — including 
Ec}uity  Funding,  Westec,  U.S.  Financial.  Cosmos  also  made 
a  concealed  loan  of  $800,000  to  Penasquitos  Corp.,  a  big 
West  Coast  land  developer,  which  also  received  $100  million 
in  loans  from  the  much-investigated  Teamsters  Union  Cen- 
tral States  Pension  Fund.  The  owner-operator  of  Penasqui- 
tos, Irvin  J.  Kahn,  who  died  in  September  1973,  was  involved 
in  numerous  deals  with  principals  related  to  organized  crime. 

•  Dale  S.  jCoenen,  who  once  worked  alongside  Figgie  at 
Booz,  Allen  &  Hamilton,  is  an  A-T-O  director  and  head  of  his 
own  investment  firm,  Coenen  &  Co.  He  was  a  vice  president 
for  Laird  &  Co.,  A-T-O's  co-underwriter  in  the  mid-Sixties. 
Coenen  brought  the  Swiss  Cosmos  Bank  into  A-T-O  financ- 
ing. He  and  Laird  insiders  sold  their  A-T-O  founders  shares 
at  an  estimated  $30  million  vs.  a  cost  of  $60,000.  Coenen  & 
Co.  was  a  co-underwriter  of  slot-machine  maker  Bally — a 
registration  the  SEC  held  up  for  nine  months.  He  was  a  big 


A-T-O  .s  Harry  Fig^ic  points  to  the  nttmhers 
$1  billion  in  sales— but  by  1983  instead  off  1970. 


backer  and  director  of  the  fraud-ridden  Stirling  Homex, 
whose  stock  was  pumped  up  by  excessive  touting  and  ficti- 
tious sales.-  Later,  while  the  Stirling  brothers,  William  and 
David,  were  on  trial  for  security  and  mail  fraud,  Coenen 
backed  them  again  in  Zygma  Electronics,  Ltd.,  a  British- 
based  venture  to  make  a  wide-screen  TV,  Last  July  Zygma 
went  into  receivership  and  the  Stirlings  returned  to  the  U.S. 
to  do  time  in  jail  for  their  past  crimes. 

•  Harper  Sibley  Jr.,  a  Western  Union  heir  from  Roches- 
ter, N.Y. ,  was  a  regular  participant  in  the  equity  under- 

writings  of  the  Cleveland- 
based  brokerage  shop 
Saunders,  Stiver  &  Co., 
which  was  put  out  of  busi- 
ness by  the  SEC.  An  A-T-O 
director  until  1973,  Sibley 
sold  95,000  of  his  100,000 
A-T-O  shares,  making  a  $5- 
million  killing  on  shares 
which  cost  him  under 
$11,000.  Later  Sibley  was  a 
founder  and  the  first  chair- 
man of  Stirling  Homex 
where  he  made  over  $12 
million  on  Stirling  Homex 
founders'  shares,  which  only 
cost  him  $26,000.  Sibley 
also  persuaded  some  early 
A-T-O  investors,  including 
Figgie  and  Coenen,  to  help 
finance  a  North  Miami,  Fla. 
condominium  and  resort 
complex  known  as  the  Jockey  Club.  He  sold  out  after  the  club 
became  widely  known  as  a  hangout  for  Teamsters  Union 
officials  and  other  persons  thought  to  be  associated  with 
organized  crime. 

•  John  O.  Doerge,  Figgie  s  childhood  friend.  Doerge 
bought  control  of  a  conservative  old  Cleveland  bond  house. 
Saunders,  Stiver  &  Co.,  and  turned  it  into  a  stock  shop, 
heavily  involved  with  Teamsters'  money.  Saunders,  Stiver 
was  A-T-O  s  original  underwriter.  Doerge  had  the  firm  sell 
half  their  2.50,000  A-T-O  shares  before  the  bad  news  broke  in 
1968  and  the  rest  shortly  thereafter.  Estimated  profit:  S7 
million.  Saunders,  Stiver  also  took  public  slot-machine  maker 
Bally  back  in  the  days  when  some  of  its  owners  had  ties  to 
organized  crime.  When  in  the  fall  of  1970  the  SEC  refused  to 
let  him  count  as  capital  Saunders,  Stiver  s  founders  shares  of 
Stirling  Homex,  Doerge  withdrew  from  the  retail  brokerage 
business.  In  1971  the  SEC  suspended  Saunders,  Stiver  for  its 


with  the  Pentagon  to  see  whether  it 
would  go  along  with  the  move  so  far  as 
their  road-grader  contract  was  con- 
cerned. It  wouldn  t.  The  work  would 
have  to  be  done  in  Ohio.  So,  the  Marion 
plant  had  to  be  kept  open  at  a  loss. 

Total  startup  losses  for  the  new  plant, 
estimated  at  $2  million,  ran  to  $10  mil- 
lion last  year.  Figgie  concedes  the  situa- 
tion in  South  Carolina  is  "gangre- 
nous .  .  .  the  worst  [operation]  I've  ever 
run  into  in  this  country  in  my  lifetime.  " 

As  recently  as  January  of  this  year,  the 
company  came  perilously  close  to  being 
in  technical  default  of  its  loan  agree- 
ments— for  the  third  time  in  history, 
re's  what  happened. 


The  Smith  cement  mixer  division  had 
to  open  its  own  Texas  distributor  when 
the  former  distributor  sold  out  to  an- 
other manufacturer.  In  financing  sales 
for  the  new  distributorship  the  division, 
in  effect,  co-guaranteed  loans  that  its 
customers  made  to  buy  the  mixers 
mounted  on  trucks.  This  was  a  technical 
violation  of  the  terms  of  a  $50-million 
loan  to  A-T-O  from  a  group  of  insurance 
companies.  At  the  last  moment,  Figgie 
managed  to  abort  the  recourse  loan,  but 
insiders  insist  that  the  executive  in- 
volved had  never  been  warned  against 
making  such  loans.  It  was  a  close  call  and 
illustrated  how  highly  leveraged  A-T-O 
is  and  how  little  elbow  room  it  has. 


Perhaps  nothing  better  illustrates 
Harry  Figgie  s  erratic  style  than  his  1978 
losing  bid  of  $18.7  million  in  cash  for  the 
Boston"  Red  Sox  baseball  team.  Says  he, 
"Look  at  the  public  relations  we  got.  If 
we  had  gotten  the  Red  Sox  we  would 
have  been  known  all  over  the  countn,  . ' 

Known  for  what?  For  being  a  con- 
glomerate that  included  a  baseball  team? 

Blocked  by  lack  of  capital  and  by  low- 
profits  from  making  big  acquisitions, 
A-T-O  has  been  making  small  ones.  A 
recent  purchase  has  brought  the  com- 
pany some  bad  publicity.  In  1977  A-T-O 
paid  financially  hard-pressed  Rusco  In- 
dustries $6.3-million  cash  ($9.7-million 
total)    for    Rusco    Electronic  Systems. 
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|rolo  in  manipulating  the  price  of  a  new  underwriting,  Com- 
Corp.,  a  newspaper  company  headed  by  now  U.S.  Senator 
Howard  Metzenbaum,  an  attorney  whose  firm  often  repre- 
sented Teamster  interests.  The  SEC  suspension  finally  fin- 
ished Saunders,  Stiver. 

I  •  William  G.  Borchert,  A-T-O's  first  inside  public  rela- 
jtions  man.  Borchert  distributed  Figgie's  business-school  case 
study  to  gullible  security  analysts.  Later,  in  his  own  public 
relations  firm  financed  by  Doerge,  Sibley  and  George  Herzog 
see  helotv),  Borchert  s  first  client  was  Stirling  Ilomcx,  which 
he  dubbed  "the  Xerox  of  the  housing  industry. 

George  R.  Herzog,  now  deceased,  was  an  A-T-O  board 
member  and  the  first  banker  who  believed  in  Figgie. 
Chairman  of  Cleveland's  third-largest  Union  Commerce 
Bank,  Herzog  made  a  $700,000  gain  selling  his  shares  of 
Stirling  Homex  ahead  of  the  collapse.  Herzog  was  cjuoted  in 
the  papers  that  he  had  been  "just  lucky  to  have  gotten  out." 
Herzog  was  frecjuently  involved  in  Teamsters  I'nion  rela- 
tionships. The  A-T-O  annual  report  saluted  the  recently 
deceased  Herzog  but  Union  Commerce's  annual  report  did 
not  even  mention  him.  Some  dubbed  him  "Hot-money 
Herzog." 

•  James  J.  Gilligan,  finance  vice  president  of  A-T-O,  was 
the  operating  "ace  "  who  looked  after  Figgie's  50  accpiisitions. 


He,  too,  profited  handsomely  in  both  A-T-O  and  Stirling 
Homex.  But  when  Gilligan  got  his  chance  to  run  his  own 
show,  he  flopped.  Financed  by  Figgie,  Doerge,  Sibley, 
Coenen  and  others,  Gilligan  took  over  Formigli  (Jorp.,  a 
building-materials  maker,  which  had  been  profitable  for  five 
years  but  went  right  into  the  red. 

•  Alphonse  A.  Sommer  Jr.,  Figgie's  personal  lawyer  and 
the  secretary-treasurer  of  Figgie  Real  Estate,  was  also  a 
lawyer  for  Saunders,  Stiver  and  holder  of  A-T-O  and  Stirling 
Homex.  His  firm  defended  Sibley,  Figgie  and  Doerge  when 
Stirling  Homex  shareholders  launched  a  suit  against  them  for 
insider  selling.  He  was  a  director  of  Technicare — a  Boston 
venture  capital  firm  which  Doerge  and  Sibley  took  over  and 
turned  into  an  operating  company.  Recently  Technicare's 
stock  collapsed  just  as  A-T-O's  did  in  1968  ;ilter  heavy  insider 
selling  while  the  Technicare  president  was  assuring  worried 
Wall  Street  that  earnings  would  be  $3  or  better.  Instead, 
earnings  collapsed  to  $1.50. 

In  August  1973  Al  Sommer  went  to  Washington  as  one  of 
five  SEC  commissioners.  He  stayed  at  the  SEC^  until  1976 
when  he  quit  after  he  was  passed  over  for  the  SEC  chairman- 
ship, which  went  to  Harold  Williams.  As  an  SEC  commis- 
sioner, Sommer  frequently  chidcd  the  financial  press  for 
irresponsibility.  — R.J.F. 
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which  markets  a  security  system  that 
uses  an  encoded  card  instead  of  a  key  to 
open  a  door  or  run  an  elevator. 

It  has  recently  been  reported  that  the 
Justice  Department  is  investigating 
charges  that  Rusco  (Jhairman  Jack  Catain 
Jr.  may  have  been  involved  in  deals 
laundering  cash  for  organized  crime  fig- 
ures. The  news  disturbed  customers  for 
Rusco's  security  systems  like  the  Inter- 
nal Revenue  Service  and  the  Federal 
Bureau  of  Investigation.  Rusco,  the  ex- 
parent  company,  incidentally,  was  once 
headed,  in  between  SEC>  investigations, 
by  the  late  George  Herzog,  who  had 
been  Harry  Figgie's  banker  (see  box, 
'The  Weh"j. 


It  is  curious  that  Figgie  is  also  the 
owner  of  Clark-Reliance  Co.,  a  private 
company  which  owns  and  has  traded 
A-T-O  stock.  It  is  also  a  customer  of  an 
A-T-O  division.  In  addition,  A-T-O 
Properties  President  Steve  (Jharlton  also 
spends  time  on  Figgie  Real  Estate. 

Also,  curiously,  about  half  of  A-T-O, 
sporting  goods  and  fire  protection,  re- 
ports directly  to  Figgie  and  not  to  the 
company's  current  operating  boss.  Presi- 
dent Alfred  Gangnes. 

Today  A-T-O's  reported  per-share 
earnings  are  on  the  rise.  The  shrunken 
common  capitalization — paid  for  by  bur- 
densome debt — sets  the  stage.  Earnings 
must  improve  with  the  absence  of  a  cost- 


ly 1977  strike  in  A-T-O's  bottling  ma- 
chinery company — another  strike 
brought  on,  Figgie's  critics  claim,  by  the 
boss'  bad  temper.  Losses  sustained  in 
the  new  South  Carolina  plant  will  also 
lessen.  With  all  these  pluses,  Figgie 
should  report  at  least  $2  a  share  this 
year — fully  diluted  earnings  were  94 
cents  in  the  first  half  This  would  repre- 
sent a  still  marginal  return  of  2  cents  on 
the  sales  dollar. 

But  Wall  Street  has  a  short  mc-mory; 
investors,  and  their  advisers,  would  do 
well  to  look  skeptically  on  claims  that 
A-T-O  has  turned  around  or  that  it  has 
become — as  Figgie  puts  it — "a  good 
company.  "  ■ 
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U.S.  To  U.IM.: 
Stop  Pushing  Us  Around 

The  United  Nations  has  been  playing  games  with  seabed  mining. 
Now,  its  patience  exhausted,  the  U.S.  is  preparing  to  go  it  alone. 


SiiouiJ)  Till';  U.S.  turn  over 
control  ol  iniiiiiin  lln- 
worlds  scatx'cl.s  to  people 
like  Icli  Amiii,  Mu'ainiiiar 
Ai-f.)a(l<lafi,  Fidel  Ca.stro 
and  other  a.ssorted  iiitenia- 
lioiial  troubleiiiakers?  Thai  s 
what  we  ini^hl  liave  lo  do 
iiiidei'  a  proposed  treaty  he- 
iiiK  drawTi  uji  in  the  I  'niled 
Nations  hv  a  coniniil  li-e 
doniinaled  l>v  the  same 
vesl-poekel  and  Third 
World  eoiinlries  thai  eonlrol 
the  I19-nieinl)er  Uniled 
Nations  (General  Assenihly. 

The  answer  is  delinilely 
;((/  ihe  (iarler  Adrninislra- 
lion  has  decided.  Alter 
near  K  a  decade  ol  palieniK' 
Iryinj^  lo  eoopeiale  wilh  the 
U.N.  on  develo|)incnl  ol 
vast  resotirees  fiidden  al  ihe 
botloMl  of  the  sea,  ihe  U.S.  I 
lo  il  alone — whelher  llie  I 
likes  il  OT'  nol. 

"Scalx'd  ininnii;  can  an< 
ward  wilh  or  wilhonl  snch  a  treaty, 
U.S.  representative  lo  the  U.N.  Law  ol 
ihe  Sea  (Conference  Klliot  Richardson 
declared  when  asking  (Coiinress  to  enact 
seabed  lejiislalion,  .And  in  a 
blunt   warning;,    he  added; 
"We  lia\e  the  means  al  oni 
disposal     lo     prolecl  onr 
oceans     inleresls.  .  .  .  And 
we  shall  protect  those  inter- 
ests if  a  eoniprehensive  Irea- 
ly  chides  us,    '{'here  was  no 
niislakinfi  Uichardson  s 

meaninjj;:  'I'he  U.S.  has  a 
navy,  the  U.N.  (General  As- 
sembly does  nol. 

Washington  has  siinjily 
cont  lnded  lhal  ihe  projiosal 
that  has  been  working  its 
way  througii  the  U.N.'s 
committee  on  seabed  min- 
ing is  not  acceptable  lo  the 
U.S.  And  so,  last  spring,  the 
Administration  ask<>d  (Con- 
gress to  enact  legislation 
that  would  enable  U.S. 
cnmpaiiies  to  begin  dee)')- 


1^ 


Scdjlotii  s(uiipl<-  (Il  2, ()()()  jdllioms 


More  than  one  way  to  mine  a  nodule. 


has  decided 
Third  World 

will  go  lor- 


sea  mining  on  iheir  own  and  without 
|)ermission  from  the  U.N.  In  July,  by  a 
vole  of  312  lo  80,  ihe  House  of  Repre- 
sentatives passed  legislation  setting  up  a 
temporary  lic'cnsing  system.  The  bill  will 
ini])ose  a  ().7.'5%  levy  on  the  value  of  all 
seabed  production  to  be  turned  over  to 
the  develo[)ing  countries  if  the  tri-aly  is 


licscdrcli  rc.s.vr/  tiiil  jil  led  Joi  its  mission 


Time  to  shape  up  or  ship  out. 


adopted  within  a  reasonable 
lirnc.  The  l)ill  is  before  the 
Senate,  where  it  should 
have  no  trouble  passing. 

Says  Leigh  S.  Ratiner 
(pronounced  "Ra  TKKEN 
er"),  who  was  chief  U.S.  ne- 
gotiator between  1972  and 
1977  on  the  U.N.  commit- 
tee on  seabed  mining: 
"Only  through  the  passage 
of  legislation  can  we  spur 
the  developing  countries  to 
realize  that  if  they  don't 
work  to  gel  a  sensible,  real- 
istic seabed  treat\',  deep-sea 
mining  is  going  to  occur 
without  any  controls.  That 
was  my  strategy  for  the  last 
live  years.  But  I  was  never 

  able  lo  get  the  top  level  in 

governnu-nt  to  agree  to  it." 
An   international  lawyer, 
l^aliner,  .39,  is  now  a  Washington  lobby- 
ist. As  chief  U.S.  negotiator  in  th<'  last 
days  of   the   Ford   Administration,  he 
watched  helplessly  as  the  U.S.  position 
steadily  eroded.  In  its  present  form,  the 
treaty  would  create,  under  the  control  of 
ihe  one-man,  one-vot<'  U.N.  Ceneral  As- 
sembly, an  international  seabed  Author- 
ity to  control  and  manage 
the   world's   seabeds.  The 
U.N.    even   proposed  cre- 
ation ol  a  U.  N  -controlled 
deep-sea    nu'ning  company 
called    the    Knterprisc.  To 
get  a  contract  from  the  Au- 
thority, a  private  company 
would  have  to  accept  pro- 
duction controls,   agree  to 
transfer  all  its  technology  to 
ihe  Enterprise  and  find  and 
i  vahiate  nunc  sites  for  Kn- 
iciprise     development.  It 
was  simply  a  mechanism  for 
enriching  the  Third  World 
al  American  cxiiense.  Rich- 
ardson found  at  the  linu'  the 
lreat\    was  "fundamentally 
unacceptable. 

.Adds  Ratiner:  "I  felt  we 
had  gone  as  far  as  uc  could 
go.    No    national  interest 
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could  justify  ceding  sovereign  control  of 
two-thirds  of  the  earth's  surface  to  the 
Third  World.  " 

Passage  of  the  U.S.  legislation  does 
not  close  the  door  on  an  eventual  world 
treaty.  But  it  does  serve  notice  on  the 
international  troublemakers  that  they 
cannot  write  their  own  law;  they  will 
have  to  take  U.S.  interests  into  account. 
Once  the  U.S.  law  passes  and  is  signed 
by  the  President,  the  four  U.S.  deep-sea 
consortia — from  17  companies  headed 
by  Kennecott,  Lockheed,  U.S.  Steel  and 
Inco — stand  willing  to  lay  out  as  much  as 
$1.4  billion  to  get  their  projects  into 
production.  Though  the  mining  compa- 
nies did  not  get  the  government  insur- 
ance they  wanted,  they  will  get  what 
Ratiner  claims  is  every  bit  as  good:  "a 
strong  political  commitment  from  the 
American  Congress  signed  by  the  Presi- 
dent that  the  U.S.  really  does  want  a 
treaty  that  will  protect  previous  invest- 
ment. When  developing  countries  un- 
derstand they'd  better  come  home  with 
grandfather  rights,  why,  those  rights  will 
be  in  the  treaty — at  least  if  everyone 
wants  a  treaty.  " 

What  the  U.S.  miners  are  after  are  the 
metal-oxide  nodules  that  lie  on  the  ocean 
floor  three  miles  and  more  below  the 


surface  of  the  sea.  In  the  area  between. 
Hawaii  and  Mexico  that  the  various  con- 
sortia plan  to  exploit,  the  nodules  are 
expected  to  yield  about  30%  manganese, 
1.4%  nickel,  1.2%  copper  and  0.25% 
cobalt.  As  it  happens,  the  U.S.  depends 
mostly  on  imports  for  these  metals.  It 
imports  all  its  manganese  and  cobalt, 
90%  of  its  nickel  and  15%  of  its  copper. 
There  is  enough  of  these  metals  in  the 


eastern  Pacific  alone  to  last  the  world 
hundreds  of  years,  so  deep-sea  mining 
should  make  the  U.S.  self-sufficient. 

"We'll  break  the  monopoly  price  of 
cobalt,"  Ratiner  says  flatly.  The  impact 
on  manganese  might  be  even  greater, 
except  that,  U.S.  Steel  s  consortium  ex- 
cepted, none  of  the  others  is  planning  to 
produce  it. 

However,  nickel  is  the  economic  key 
to  the  venture.  Under  normal  circum- 
stances, a  ton  of  deep-sea  ore  is  expected 
to  yield  $100  worth  of  metal.  Although 


the  amounts  of  copper  and  nickel  per  ton 
are  about  equal,  the  price  of  nickel  cur- 
rently runs  three  and  four  times  that  of 
copper,  so  the  result  is  that  every  ton  is 
likely  to  yield  only  $15  worth  of  copper, 
vs.  $58  worth  of  nickel. 

Besides  the  usual  U.S. -baiting  that 
passes  for  diplomacy  at  the  United  Na- 
tions, there  is  good  reason  to  suspect 
that  some  of  the  heel-dragging  on  the 


U.N.  treaty  is  purely  self-serving.  Zaire, 
for  example,  has  a  virtual  monopoly  on 
cobalt  which  seabed  mining  might  weak- 
en. Even  Canada  helped  put  a  monkey 
wrench  into  an  acceptable  treaty  by  de- 
manding that  Canada's  strong  position  in 
nickel  production  be  protected. 

By  preparing  its  own  law,  the  U.S.  is 
putting  the  U.N.  on  notice  to  stop  playing 
politics  and  start  writing  a  law  that  is 
acceptable  to  the  U.S.  interests  who  have 
the  money  and  technology  to  do  the  job. 

The  ball  is  now  in  the  U.N.'s  court.  ■ 


. .  Besides  the  usual  U.S.-baiting  that  passes  for  di- 
plomacy at  the  United  Nations  .  .  .  some  of  the  heel- 
dragging  at  the  U.N.  is  purely  self-serving  .  . 


GM's  Quiet  Game 
 Of  Musical  Chairs  

While  Ford  remained  in  turmoil  over  the  firing  of  Lee  lacocca. 
General  Motors  quietly  made  some  major  executive  shifts  of  its  own. 


The  changes  weren't  as  colorful  as  what 
was  happening  at  Ford  Motor,  but  giant 
General  Motors  has  been  doing  some 
rather  major  reshuffling  of  its  own  execu- 
tive deck.  Leaving  the  company  at  the 
end  of  the  year  is  Richard  L.  Terrell,  the 
59-year-old,  $593,000-a-year  vice  chair- 
man who  had  been  widely  regarded  as 
the  most  likely  candidate  for  the  top  spot 
when  Chairman  Thomas  L.  Murphy,  63 
(1977  earnings,  $663,000),  retires  in  two 
years.  In  the  ensuing  game  of  musical 
chairs: 

•  The  heir  apparent  at  the  moment 
becomes  Roger  B.  Smith,  53,  e>^ecutive 
vice  president  in  charge  of  finance  (1977 
earnings,  $528,000).  A  CM  director 
since  1974  and  a  member  of  the  execu- 
tive committee,  Smith  is  taking  over 
Terrell's  major  duties  (which  include 
marketing,  personnel,  administration, 
procurement,  production  control  and 
consumer  and  industrial  relations)  in  ad- 
dition to  his  current  responsibilities.  Of 


GM's  four  executive  vice  presidents, 
only  Smith  reports  directly  to  Murphy. 

•  The  other  two  executive  vice  presi- 
dents—F.  James  McDonald,  55  (1977 
earnings,  $528,000),  and  Howard  H. 
Kehrl,    55   ($500,000)— seemed   to  be 


".  .  .  In  the  first  five  months 
of  this  year.  Ford's  share 
of  the  European  market  was 
13.2%  vs.  GM's  10.7%  .  .  ." 


about  in  the  same  position  as  before, 
though  they  have  lost  ground  relative  to 
Smith.  McDonald  and  Kehrl  report  to 
GM  President  Elliot  M.  Estes,  now  63, 
and  are  considered  the  two  main  con- 
tenders to  replace  Estes  in  the  presiden- 
cy, GM's  number  two  position. 

•  The  major  loser  was  Reuben  E.  Jen- 
sen, 57  (pay,  $515,000),  who  lost  his  key 


position  as  head  of  the  overseas  oper- 
ations group  to  Kehrl.  (Kehrl  also  directs 
the  four  main  technical  staffs:  design, 
engineering,  manufacturing  and  re- 
search.) Jensen's  responsibility  will  be 
GM's  worldwide  component  operation, 
but  he  will  report  to  McDonald,  who 
once  worked  for  him. 

The  shuffling  and  reshuffling  at  Gen- 
eral Motors  reflected  nothing  like  the 
upheaval  at  Ford.  Where  Ford  is  in 
many  ways  a  family  enterprise.  General 
Motors  remains  the  very  prototype  of 
the  corporate  organization  run  by  inter- 
changeable men — the  system  first  con- 
ceived and  then  brilliantly  executed  by 
the  late  Alfred  P.  Sloan. 

Yet  the  GM  changes  did  involve  at 
least  one  important  problem.  The  down- 
grading of  Jensen  is  almost  certainly  a 
sign  of  the  board's  displeasure  with  GM's 
relatively  poor  showing  overseas,  where 
GM  continues  to  lag  significantly  behind 
Ford  Motor  Co.  in  both  profits  and  sales. 
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CM  s  Vice  Chairnuut  Richard  L.  Terrell 
Other  priorities  than  chairman. 

For  exainplf,  in  the  five  months  from 
January  to  May  of  this  year.  Ford's  share 
of  tfie  European  market  was  13.2%  com- 
pared with  GM's  10.7%,  according  to 
industry  analyst  Ronald  Glantz  of  Paine 
Webber/Mitchell  Hutchins.  Moreover, 
an  estimated  80%  of  GM's  overseas  earn- 
ings arc  accounted  for  by  Opel,  whose 
manulac  luring  lacililics  are  concentrated 
in  such  high-cost  European  production 
areas  as  Belgium  and  Germany.  The  re- 
sult? "Ford's  [overseas]  profit  margins 
have  zoomed,  "  says  Glantz,  "but  (iVls 
haven't." 

Terrell's  departure  was  more  of  a  sur- 
prise. As  recently  as  May  this  affable, 
popular,  highly  animated  executive,  who 
still  works  a  14-hour  day,  was  proceeding 
as  though  he  fully  expected  to  take  over 


F.  James  McDaiialcl 


A  dear  shot  at  the  number  two  post. 


the  chairmanship.  In  a  speech  assessing 
GM's  prospects  before  a  group  of  Detroit 
auto  writers,  he  gave  no  sign  that  he  was 
thinking  of  resigning.  Earlier  in  the  year 
he  had  accepted  various  speaking  en- 
gagements, including  that  of  l)eing  •the 
keynote  speaker  at  the  Society  of  Auto- 
motive Engineers  International  Confer- 
ence in  September.  Tf  he  knew  he  was 
going  to  be  a  lame  duck,  "  wondered  one 
Detroit  executive,  "why  would  he  have 
accepted  the  engagement?" 

Terrell  vigorously  denied  to  F'ORBE.S 
that  internal  friction  led  to  his  resigna- 
tion. "I  resent  such  speculation,"  he 
said.  "We  [he  and  Murphy]  are  happy 
with  one  another.  "  Terrell  says  he  told 
Murphy  in  May  of  his  plan  to  resign 
when  he  returned  from  a  trip  to  Mayo 
Clinic.  Terrell  says  he  has  had  a  heart 
problem  since  1962. 

Terrell  was  moved  into  the  vice  chair- 
manship in  1974  after  having  been  ex- 
ecutive vice  president  in  charge  of  the 
body  and  assembly  divisions  group.  He 
had  joined  GM  in  Detroit  as  a  member 
of  the  photographic  staff  in  1937,  which 
gave  him  one  of  the  longest  GM  records 
among  the  top  executives. 

Terrell  grants  that  he  would  have  been 
a  "front  line"  candidate  for  the  GM 


".  .  .  I  didn't  think  three 
years  was  enough  time  to 
do  something  with  [the  GM 
chairmanship]' .  .  ." 


chairmanship,  but  he  adds,  "It  s  not  one 
of  life  s  priorities.  "  He  notes  that  he  will 
be  62  when  Murphy  retires.  Therefore, 
had  he  been  named,  he  would  have  had 
only  three  years  at  the  head  of  General 
Motors — a  prospect  not  without  its 
drawbacks.  "I  didn  t  think  three  years 
was  really  enough  time  to  do  something 
with  the  post,"'  he  says. 

After  retirement,  Terrell  plans  to 
spend  much  of  his  time  traveling,  though 
h(>  will  continue  to  serve  on  the  board  of 
(icucral  Mills  and  as  a  trustee  of  Massa- 
chusetts Institute  of  Technology.  A  cou- 
ple of  other  major  corporations,  he  says, 
have  also  asked  him  to  join  their  boards. 
Meanwhile,  he  can  count  on  $85,000  a 
year  in  retirement  benefits,  not  to  men- 
tion the  dividends  on  the  more  than 
17,000  shares  of  GM  stock  that  he  has 
accjuired  over  the  years. 

Heir  apparent  Smith  is,  like  Chairman 
Murphy  and  Murphy's  predecessor, 
Frederick  Donner,  a  financial  man,  who 
started  at  GM  29  years  ago  as  an  account- 
ing clerk.  A  midwesterner  (Columbus, 
Ohio),  like  so  many  of  his  colleagues. 
Smith  graduated  from  Detroit  Universi- 
ty and  got  his  M  B.  A.  from  the  Universi- 
ty of  Michigan  in  1949. 

An  articulate  speaker,  he  is  hard-driv- 


Roger  B.  Sinitli 

The  lone  front-runner. 

ing,  demanding  and  aloof  His  nearest 
rival  for  the  chairmanship  would  seem  to 
be  F.  James  McDonald,  who  formerly 
headed  the  Chevrolet  and  Pontiac  divi- 
sions before  he  was  promoted  to  execu- 
tive vice  president  in  charge  of  GM's 
North  American  automotive  operations 
in  1974.  Several  years  ago  McDonald 
had  open-heart  surgery,  but  appears  to 
have  recovered  entirely  since  then. 

If  Smith  docs  indeed  become  chair- 
man at  55,  he  could  expect  normally  to 
be  in  the  post  longer  than  any  G.M  chair- 
man since  Alfred  Sloan;  Murphy  will 
have  served  for  six  years  when  he  retires 
two  years  hence. 

But  in  corporate  life,  there  is  always 
many  a  slip  twixt  the  expectation  and  the 
reality.  ■ 


Howard  H.  Kclirl 


Trying  to  plug  GM's  weak  spot. 
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Crumple 

up 

dusad. 

Then  take  it  to  your  local  Xerox  office. 

Tell  a  sales  representative  that  if  the  new  Xerox  5400 
copier  is  so  terrific,  let's  see  if  the  ball  of  paper  in  your  hand  will  go 
through  its  document  feeder. 

Chuckle  to  yourself  as  he  smooths  out  the  ad  and  carries 
it  to  the  5400.  After  all,  youVe  never  seen  a  document 
handler  that  could  handle  a  problem  like  this. 

Then  he  may  pause  to  tell 
you  how  the  5400  can  automatically 
copy  on  two  sides  of  a  sheet  of  paper. 
He  may  even  point  out  its  uncanny 
self-diagnostic  systems  and  lightning- 
fast  automatic  bi-directional  sorter. 

But  you  both  know  why  you're  there. 

At  last,  he  slides  the  crumpled  page  towards  the  document 
handler  and  pushes  the  button.  And . . .  and . . .  and . . . 

Sorry.  But  what  happens  next  is  between  you  and  your 
local  Xerox  representative.  So  pay  him  a  visit,  soon. 

Ana  find  out  if  the  original  goes  in. 

And  if  it  does,  how  the  copy  comes  out. 


XEROX 


XEROX®  and  5400  arc  trademarks  of  XEROX  CORPORATION. 


What  do  you  see 
when  you  look  at 
a  "paper"  peanut  butter 

can?  iL  aepends  on  your  perspective. 

You  might  see  a  sturdy  innovation 
your  kids  can  drop  without  breaking,  or 
a  lightweight  innovation  that  cuts  ship- 
ping costs,  adds  market  potential. 

You  might  see  a  technological 
innovation  that  creates  jobs,  or  a  paper- 
based  innovation  that  consumes  trees. 

We  see  all  these  things,  and  more. 

We  see  an  opportunity  to  meet  your 
desire  for  sanitary,  convenient  and 
economical  packaging  and  our  employees' 
and  shareholders'  for  successful 
performance. 

We're  the  leading  supplier  of  the 
"composite"  can  (paper  +  foil  +  plastic 
laminates).  We'll  make  more  than  3  billion 
this  year,  to  contain  dozens  of  products 
you  use,  like  frozen  juices,  motor  oils 
and,  of  course,  peanut  butter 

We  also  see  the  trees  that  stand 
behind  these  cans,  and  we  recognize  the 
obvious:  no  trees,  no  composite  cans. 

So  we  strive  to  manage  our  forests  in 
a  way  that  reconciles  your  perspectives 
and  ours,  to  provide  satisfactory  jobs, 
products,  profits  and  thriving  trees. 

If  we  succeed,  everybody  wins. 
You  the  worker,  consumer,  investor  and 
citizen.  And  we  the  employees  and 
shareholders  of  Boise  Cascade. 

Reason  enough  to  try,  don't  you  think? 

Boise  Cascade  Corporation  (§) 

A  company  worth  looking  at. 


A  Funny  Thing  Happened 
On  The  Way  To  LNG 

Is  America  becoming  the  red-tape  capital  of  the 
world?  Consider  the  antics  in  California 
over  the  import  of  liquefied  natural  gas. 


The  Indonesian  cabinet  minister  is 
being  asked  about  the  endless  red  tape 
and  bureaucratic  inefficiency  which  have 
put  the  multibillion-dollar  energy  proj- 
ect so  many  years  behind  schedule.  Ner- 
vously stuffing  his  hands  into  the  pockets 
of  his  gray  safari  suit,  he  looks  to  the 
ceiling,  searching  for  a  tactful  response. 
"Yes,"  he  finally  concedes,  "it  has  been 
very  fi-ustrating.  It  has  really  been  more 
than  frustrating."  The  Indonesian  isn't 
talking  about  his  own  languid  bureau- 
crats, whose  inefficiency  is  legendary, 
but  about  the  almost  equally  glacial  pace 
of  government  officials  in  Washington, 
D.C.  and  California. 

Two  California  utilities.  Pacific  Light- 
ing Corp.  and  Pacific  Gas  &  Electric 
Co.,  are  trying  to  purchase  liq- 
uefied natural  gas  from  Indone- 
sia's state-owned  oil  company, 
Pertamina.  The  quest  has  been 
under  way  since  September 
1973,  when  Pacific  Lighting  and 
Pertamina  signed  a  20-year  con- 
tract joined  last  year  by  PG&E. 
Imported  LNG  presently  ac- 
counts for  less  than  one-tenth  of  ^- 
1%  of  America's  annual  natural 
gas  supply,  but  it  could  supply 
up  to  15%  by  1985  if  the  regula- 
tors approve  the  Indonesia  proj- 
ect and  all  other  pending  LNG 
projects.  Although  threats  of  a 
natural  gas  shortage  have  so  far 
proved  illusory  for  much  of  the 
country  fFORBES,  Sept.  4), 
southern  California  continues  to 
get  less  gas  than  it  needs,  and 
there  is  a  consensus  among  state 
regulators  and  company  officials 
that  the  entire  state  will  need 
massive  LNG  imports  from 
south  Alaska  and  Indonesia  if  it 
is  to  avoid  serious  shortages  in 
the  1980s. 

When  the  plan  to  import  Indo- 
nesian LNG  was  first  an- 
nounced, it  was  predicted  that 
deliveries  could  begin  as  early  as 
1976.  Now,  however,  company 
officials  say  they  will  be  lucky  if 


they  can  take  delivery  of  the  first  ship- 
ments by  late  1982.  "The  continued  de- 
lay is  costing  us  at  least  $1  million  a  day  " 
in  higher  construction  and  financing 
costs,  complains  Keith  C.  McKinney, 
president  of  Pacific  Indonesia  LNG  Co., 
a  joint  venture  established  by  Pacific 
Lighting  and  PG&E  to  import  the  gas. 
Pacific  Indonesia's  experience  contrasts 
sharply  with  that  of  several  Japanese 
power  companies  who  also  contracted  in 
1973  to  import  LNG  from  Indonesia  and 
who  began  taking  delivery  in  August  of 
last  year.  The  Japanese  can  take  a  long 
time  to  approve  major  projects  when 
environmental  issues  alone  are  in- 
volved— witness  the  protracted  skir- 
mishing that  delayed  the  opening  of  To- 


'ttl 


Unloading  natural  gas  in  Tokyo 


The  Japanese  are  far  ahead. 


kyo  s  Narita  airport  for  years.  But  when 
it  comes  to  the  import  of  low-polluting 
fuel  like  LNG  to  keep  their  factories 
rolling,  the  Japanese  are  most  adept  at 
cutting  through  the  red  tape.  In  the 
U.S.,  by  contrast,  the  red  tape  begins  to 
seem  chronic  and  constant. 

At  the  federal  level,  the  Pacific  Indo- 
nesia file  contains  4,319  pages  of  testimo- 
ny bound  in  37  volumes.  In  addition,  195 
exhibits,  some  of  them  several  hundred 
pages  long,  have  been  submitted  in  evi- 
dence. At  the  state  level,  utility  man 
McKinney  says  the  California  Public 
Utilities  Commission  has  had  more  than 
156  days  of  hearings  in  which  it  heard 
testimony  from  169  witnesses  and  looked 
at  348  exhibits.   Supplementing  those 
hearings  were  extensive  sessions 
before    the   California  Coastal 
Commission.  Still,  final  approv- 
als haven't  been  received  fi^om 
the  federal  or  state  bureaucrats. 

A  recent,  little-publicized  re- 
port on  the  Indonesian  LNG 
mess,  released  by  the  U.S.  Gen- 
eral Accounting  Office,  blames 
an  absence  of  coherent  national 
policy  regarding  LNG  imports 
for  much  of  the  delay.  The  report 
notes  that  President  Nixon's  call 
for  energy  independence  in  1974 
effi?ctively  prevented  approval  of 
LNG  imports  for  two  years.  In 
1976,  the  report  says.  President 
Ford  recommended  the  import 
of  LNG,  but  federal  bureaucrats 
concluded  the  recommendation 
wasn't  binding  on  them.  The  cre- 
ation of  the  Department  of  Ener- 
g\'  may  have  centralized  some 
government  decision-making, 
but  there  are  still  at  least  seven 
federal  agencies  regulating  one 
aspect  or  another  of  LNG  ship- 
ping and  receiving. 

The  DOE  did  approve  Pacific 
Indonesias  proposal  to  import 
LNG  last  December,  but  it  re- 
jected a  key  price  escalation  for- 
mula contained  in  the  original 
contract.  That  formula  has  since 


"The  A3CX)  is  performing 
even  better  than  promised 


That's  the  kind  of  response 
you  get  when  you  talk  to  depart- 
ment heads  of  the  fourteen  air- 
lines now  operating  the  A300. 

Whether  they're  involved  in 
nnarketing,  passenger  service, 
cargo,  flight  operations,  mainte- 
nance or  engineering  they 
descnbe  the  A300  in  glowing 
terms. 

And  you'll  find  the  same 
enthusiasm  from  financial 
officers  and  chief  executives. 


As  an  example,  the  President 
of  one  airline  now  operating  the 
A300  was  quoted  recently  in 
Aviation  Week:  "It  is  a  very  fine 
airplane  that  meets  our  best 
expectations." 

With  its  advanced  technology 
wing,  quiet,  fuel-efficient  fanjets, 
twin-engine  economy  wide-body 
comfort  and  huge  cargo  capacity 
the  A300  IS  proving  to  be  the 
logical  choice  for  more  and  more 
of  the  world's  airlines. 


SA300 

Airbus  Industrie  of  North  America,  Inc 
630  Fifth  Avenue.  New  York.  NY  10020 


Our  new  Industrial  Incentives  program 
offers  the  most  attractive 
package  under  the  American  FU^^' 


Hon.  Carlos  Romcr 
Governor  of  Puc 


One  of  the  most  impor- 
tant goals  of  our  administra- 
tion in  the  last  18  months 
has  been  to  further  the 
spirit  of  partnership  which 
exists  between  Puerto  Rico, 
the  Puerto  Rican  people 
and  mainland  industry. 
I  sincerely  believe  that  our 
new  industrial  incentives 
program  clearly  marks  a 
large  step  in  bringing  us 
closer  to  that  goal?* 


T 

Xe 


AX  EX- 

ExMPTIONS. 

This  program  will 
provide  tax  ex- 
emption for  cor- 
porate income 
and  property 
taxes,  beginning 
at  higher  percen- 
tages during  the 
early  years  of 
operation,  and 
gradually  decreas- 
ing. Companies 
earning  less  than  $500,000  will  be  granted 
100%  exemption  on  the  first  $100,000  of 
net  taxable  profits.  Companies  earning 
more  than  $500,000  will  receive  90%  tax 
exemption  for  the  first  five  years,  and  75% 
for  the  next  five  years.  Depending  upon 
geographical  zone,  companies  may  be 
entitled  to  additional  exemptions  of  65,  55 
and  50%. 

TOLLGATE  CREDIT  INCEN- 
TIVES.  Firms  under  this  program  will 
ha\'e  several  ways  ot  repatriating  accumu- 
lated earnings.  If  50%  of  the  tax-free  profit 
is  reinvested  in  the  company's  capital 
equipment  anci/or  in  designated  local  in- 
vestments such  as  Puerto  Rican  bonds, 
bank  certificates  of  deposit  or  construction 
loans  tor  5  years,  the  dividend  remittance 
withholding  (tollgate)  charge  on  the  full 
profit  is  cut  from  10%  to  5%.  Qualified 
accumulated  earnings  rcpatriateci  upon 
complete  liquidation  will  be  taxed  at  a  rate 
of  4%.  And  those  who  withdraw  their 
earnings  at  any  time  will  incur  a  tollgate 
charge  of  10%. 

SERVICE  INDUSTRIES  INCEN- 
TIVE. For  the  very  tirst  time,  service 
industries  are  being  offered  special  incen- 
tives. Companies,  including  trade  and  dis- 
tribution facilities,  assembly,  bottling  and^ 
packaging  operations,  architectural  and 
engineering  tirms,  laboratories,  repair 
shops  and  computer  services  that  serve 


customers  outside  Puerto  Rico  —  will  re- 
cei\'e  a  50%  exemption  from  corporate  in- 
come and  property  taxes  for  10  to  20  years, 
depending  on  geographical  zone  in  which 
the  service  unit  is  located.  To  qualify,  80% 
ot  the  work  must  be  done  on  the  island  by 
Puerto  Rican  residents,  80%  of  the  invoice 
value  must  be  performed  in  Puerto  Rico, 
and  the  designated  service  should  deserve 
being  treated,  in  the  judgment  of  the 
Governor  as  a  service  unit  based  on  its 
nature,  knowledge  and  technology  in- 
volved and  employment. 

EXEMPTION  FROM  MUNIC- 
IPAL  GROSS  RECEIPTS  TAX  AND 
FIVE  PERCENT  PRODUCTION 
WAGES  SPECIAL  DEDUCTION.  All 
companies  will  be  exempt  from  municipal 
license  fees  and  gross  receipts  tax  for  the 
duration  of  their  contract.  Qualifying  com- 
panies will  also  get  a  tax  deduction  of  5% 
of  production  worker  payroll. 

We  believe  that  the  strength  of  our  new 
Incentives  law  shows  the  desire  and  will- 
ingness of  the  people  and  go\'ernment  of 
Puerto  Rico  to  enter  into  partnership  with 
mainland  business  by  offering  the  most 
attractive  financial  incentives  package 
under  the  American  Flag. 

©  l'^78  Pucrtii  Rico  hcoiiomic  Dcwlopmont  Administrnnon 
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For  mure  information:  Please  call  us,  toll  free  (800)  223-0699. 
In  New  York  State  (212)  245-1200.  Or  mail  this  coupon. 

Commonwealth  of  Puerto  Rico 

Economic  Development  Administration,  Dept.  FB-3 
1290  Avenue  of  the  Americas,  New  York,  NY  10019 

Please  send  me  a  free  copy  of  ycjur  new  14  pa^^e  brochure, 
"Profit  Prexiew"  ("Why  you  can  expect  a  greater  return  on  vour 
expansion  dollar  in  Puerto  Rico,  U.S.A."). 

My  Business  Is:  Manufacturing  Financial/Tax  Gmsultants  

Ser\-ice  Industry  Other  (Please  Specify  )  
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The  product/serxice  I  might  be  interested  in  establishing  in 
Puerto  Ricci  is: 


Cirv. 


State. 


-Z.p 


PuertoRico,U-SA. 

The  ideal  second  home  for 
American  Business. 


been  amended  and  is  again  being  consid- 
ered by  the  agency  Ibe  DOE  approval 
also  favored  a  projjosed  terminal  site  at 
Oxnard,  ('alif.,  near  Los  Angeh'S,  but 
that  site  had  already  been  eliminated  by 
the  California  legislature.  In  July  the 
state  Public  Utilities  Commission  gave  a 
conditional  okay  to  a  site  near  Point  Con- 
ception, north  of  Santa  Barbara. 

And  so  it  goes.  Final  approval  is  sub- 
ject to  seismic,  wind  and  wave  studies 
and  to  expected  court  challenges  from 
environmentalists,  nearby  ranchers  and 
Indians  who  claim  the  Point  Conception 
area  is  on  ancestral  holy  grounds.  If  the 
site  clears  these  hurdles  it,  of  course, 
must  go  back  to  the  DOE  for  its  approv- 
al. Duplication  of  effort,  however,  hasn't 
been  restricted  to  the  siting  issue.  In 
addition,  the  U.S.  General  Accounting 
Office  loinid  there  are  other  areas  of 
overlap.  One  example:  California  spent 
$800,000  on  an  environmental  impact 
study  on  the  terminal  only  to  have  the 
federal  government  follow  it  with  a 
.$200,000  study  of  its  own. 


McKinney  says  his  company  has  "al- 
ready spent  $130  million  and  we  still 
don't  have  a  permit.  "  He  says  tjiat  100 
people;,  including  employees  of  outside 
consulting  firms,  are  still  working  full 
time  just  providing  answers  to  the  thou- 
sands of  questions  that  the  regulators 
have  raised  since  the  applications  were 


.  .  When  it  comes  to  inter- 
national trade  and  energy, 
America  is  finding  that  it  can 
learn  a  lot  from  Tokyo  .  .  ." 


fded.  All  this  creates  lots  of  good  jobs, 
but  in  the  end  the  public  will  pay  in 
higher  utility  bills. 

The  answers  provided  by  Pacific  Indo- 
nesia have  convinced  the  (California  PU(J 
that  there  is  a  clear  need  for  the  low- 
polluting  imported  LNG.  A  close  analy- 
sis of  Pacific  Indonesia's  position  papers 
suggests  that  the  safety  concerns  raised 


by  LNG  opponents,  while  not  entirely 
without  merit,  have  been  vastly  over- 
blown. The  (/'alifornia  utilities  have  also 
argued  eflPectively  that  the  import  of 
LNG  imposes  much  less  of  a  drain  on 
America  s  balance  of  payments  than  do 
oil  imports — since  much  of  the  imported 
LNG  price  reflects  the  high  cost  of  licjue- 
faction  and  regasification  e<|nipment 
made  by  U.S.  companies  rather  than 
payments  to  energy-exporting  nations. 

The  Japanese,  however,  learned  all 
this  in  much  less  time.  Although  Japa- 
nese government  officials  at  the  national 
and  local  levels  also  had  to  deal  with 
safety,  environmental  and  special-inter- 
est issues,  the  GAO  report  indicates  the 
Japanese  power  companies  were  able  to 
get  all  necessary  approvals  in  about  half 
the  time  already  expended  by  Pacific 
Indonesia  in  the  U.S.  Indonesian  LNG  is 
now  being  shipped  directly  to  Tokyo  and 
Osaka  without  incident.  When  it  comes 
to  international  trade  and  energy  issues, 
America  is  once  again  finding  that  it  can 
learn  a  lot  from  Tokyo.  ■ 


An  Energy  Program  By  Default 

If  Congress  doesn't  act  on  oil  prices.  President  Carter  will  soon 
have  the  power  to  impose  his  own  solution.  Here's  a  likely  scenario. 


By  JOHN  BERRY 

At  thk  BONN  economic  summit  meet- 
ing, President  (Carter  promised  that  by 
1980  the  U.S.  would  raise  its  oil  prices  to 
eciual  those  of  most  of  the  rest  of  the 
world;  U.S.  prices  are  lower  now  be- 
cause much  domestically  produced  oil  is 
hvM  down  by  price  controls. 

Can  Charter  keep  his  promise — with 
his  energy  program  bogged  down  in 
Congress,  with  even  the  basic  natural 
gas  pricing  compromise  making  painful 
progress?  The  answer  is:  Yes,  he  can 
keep  his  promise  even  without  congres- 
sional cooperation.  Flow?  By  invoking  a 
largely  forgotten  provision  of  the  Energy 
Policy  &  Con.servation  Act  of  1975.  This 
is  the  bill  under  which  the  price  controls 
were  extended  three  years  ago.  The  con- 
trols end  on  May  1  of  next  year,  unless 
Carter,  not  (Congress,  decides  other- 
wise. At  that  point,  the  President  has 
two  choices  under  law: 

Choice  1:  Drop  price  controls  and  per- 
mit domestic  crude  producers,  over 
probably  a  two-year  period,  to  raise  their 
prices  from  an  average  of  nearly  $11  a 
barrel  to  the  world  price,  which  right 
now  is  $14.50. 

Choice  2;  Continue  the  price  controls 
and  slap  fees  or  c}uotas  on  imported  oil. 

Either  way,  consumers  would  end  up 
paying  more.  The  difference  would  be 
whether  oilmen  or  the  federal  govern- 

fifi  ,  _  .   .  


ment  got  the  loot.  Involved,  at  present 
prices,  is  some  $14  billion  a  year. 

Taking  the  first  alternative  raises  the 
danger  that  Carter  will  be  accused  of 
selling  out  the  consumer  to  oildom's  fat 
cats.  But  the  second  alternative  involves 
a  host  of  administrative  problems  and,  if 
the  history  of  the  oil  import  cjuota 
scheme  in  effect  from  19.59  to  1973  is  any 
guide,  monumental  political  headaches 
as  well.  So  the  odds  much  favor  (Carter's 
raising  domestic  prices,  probably  in  two 
steps,  to  meet  his  Bonn  promise  regard- 
ing 1980.  That  would  alk.>w  dismantling 
of  the  so-called  entitlements  program, 
under  which  refiners  with  access  to  lots 
of  lower-priced  domestic  crude  are  send- 
ing monthly  checks  totaling  $158  million 
(the  June  figure)  to  refiners  using  mostly 
high-cost  imported  oil.  Special  excep- 
tions have  enabled  some  small  refiners  to 
make  out  like  bandits  because  of  the 
existence  of  entitlements. 

What  would  all  this  cost  consumers? 
In  theory,  the  entire  $14  billion  a  year, 
beginning  with  $7  billion  in  1979  and 
another  $7  billion  in  1980.  In  practice, 
however,  the  bad  news  would  be  less 
severe  than  that.  Chances  are  that  all 
refiner  profit  margins  would  be  reduced 
when  they  begin  paying  the  same  for 
crude  as  their  competitors  in  other  parts 
of  the  world.  So,  the  actual  increase  in 
prices  to  consumers  might  be  in  the 
neighborhood  of  $9  billion.  That  would 


come  down  to  5  cents  or  so  on  a  gallon  of 
gasoline  and  about  the  same  on  a  gallon 
of  home-heating  fuel.  But  even  of  this  $9 
billion,  the  government  would  capture 
$3  or  $4  billion  in  higher  income  taxes. 
So  the  "fat  cats "  would  be  far  from  get- 
ting the  entire  advantage  from  decon- 
trolling prices.  Still,  some  consumers 
and  their  elected  representatives  will  be 
sure  to  scream  bloody  murder.  Carter, 
however,  will  be  able  to  shrug  and  say, 
'Well,  I  asked  Congress  to  pass  a  crude 
oil  ecjualization  tax.  Congress  would  not 
act,  so  what  else  can  I  do?  " 

The  idea  of  a  tax  rather  than  decontrol 
appeals  to  Carter  and  his  aides  because  it 
would  achieve  the  purpose  of  raising 
U.S.  oil  prices  without  making  oilmen 
richer.  Carter's  original  energy  bill, 
passed  by  the  House  but  hopelessly 
bogged  in  the  Senate,  did  provide  for 
such  a  tax,  the  proceeds  of  which  would 
be  doled  out  to  consumers  in  various 
forms,  mostly  through  tax  rebates.  Faced 
with  decontrol,  Congress  might  change 
its  mind  and  vote  the  ecjualization  tax. 
On  the  other  hand  it  might  not,  prefer- 
ring to  let  the  President  take  the  heat. 

So,  one  way  or  another.  Carter  is  go- 
ing to  be  able  to  keep  his  summit  prom- 
ise, and  the  prices  of  oil  products  are 
going  to  go  up  next  year.  The  solution 
may  not  be  as  neat  as  one  may  have 
wished,  but  good  sense  will  finally  be 
served.  ■ 

FOOnF^   CPPTPMRPQ  1«  1Q7ft 


Sweets  For  The  Sweet 


Or  .  .  .  how  politicians  cause  inflation. 


By  JOHN  BERRY 

What  causes  inflation?  In  its  sim- 
plest terms,  politicians  like  Senator 
Frank  Church  deserve  the  blame.  When 
you  shop  at  your  nearest  supermarket 
next  year  and  find  that  sugar  prices  are 
way  up  again,  don't  get  mad  at  the  super- 
market manager;  get  mad  at  Church,  the 
Idaho  Democrat,  that  scourge  of  multi- 
national companies  and  of  the  Central 
Intelligence  Agency. 

The  liberal  Church  faces  reelection  in 
1980,  and  he  is  already  courting  a  key 
part  of  his  predominantly  conservative 
agricultural  constituency,  sugar  beet 
growers  and  processors.  On  their  behalf. 
Church  is  leading  a  charge  in  the  Senate 
with  the  aim  of  pushing  up  U.S.  sugar 
prices.  By  election  day,  1980,  his  elec- 
tioneering could  cost  American  sugar  us- 
ers up  to  $1  billion. 


The  sugar  growers,  like  their  brethren 
the  grain  farmers  last  year,  are  looking 
for  a  handout  from  the  public.  An  acute 
worldwide  shortage  of  sugar  sent  prices 
soaring  in  1974,  which  in  turn  caused  a 
big  jump  in  production  and  subsequent- 


.  .  [If  you]  find  sugar 
prices  are  way  up  again  . . . 
get  mad  at  Senator  Church, 
the  Idaho  Democrat .  .  /' 


ly  a  sharp  drop  in  prices  (see  chart). 
Everybody  agrees  U.S.  producers  need 
protection  from  such  wild  swings.  The 
argument  is  over  how  much  and  how  it 
should  be  paid. 

With  the  Carter  Administration  play- 
ing a  leading  role  in  the  negotiations,  80 


sugar  producing  and  consuming  nations 
last  December  signed  a  new  Internation- 
al Sugar  Agreement  that  seeks  to  stabi- 
lize world  prices  between  11  cents  and 
21  cents  a  pound.  The  11-cenl  minimum 
is  to  be  maintained  through  tight  export 
cjuotas,  while  excess  production  is  chan- 
neled into  a  2.5-million-ton  stockpile.  As 
prices  approach  the  upper  limit,  supplies 
would  be  released  from  the  stockpile. 
That  would  put  the  price  of  sugar  up  in 
the  U.S.,  but  not  high  enough  for 
Church.  Senator  Cluirch,  who  will  be- 
come chairman  of  the  Senate  Foreign 
Relations  Committee  next  year,  has 
blocked  all  consideration  of  the  ISA, 
which  must  be  ratified  by  the  Senate  like 
any  treaty.  He's  demanding  an  extra  3'A 
cents  a  pound  from  the  public  for  the 
Idaho  home  folks. 

Normal  transportation  costs  and  duties 
mean  the  ISA  11-cent  minimum  is  about 


The  Sugar  Price  Mountain 

In  the  early  1970s,  world  sugar  use  outstripped  pro- 
duction. By  1974  prices  hit  nearly  60  cents  a  pound 
before  added  supplies  drove  them  down.  U.S.  grow- 

60l:ENfS  PER  POUND 


ers,  protected  until  1974  by  import  quotas,  were 
hurt.  Starting  last  year  they  got  some  help  from 
higher  tariffs,  and  now  they  want  more,  a  lot  more. 
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The  fastest  way 
to  reserve  a  room. 


Holiday  Inn  knows  that  travelers  don't 
like  surprises — especially  if  the  surprise  is  a 
lost  room  reservation. 

Which  is  one  reason  it  turned  to  Western 
Union  for  help  with  an  electronic  reservation 
system  called  Holidex®. 

As  a  result,  you  can  make  almost  instant 
reservations  at  more  than  1,700  Holiday 
Inn®  hotels  and  motels  throughout  the 
world.  And  receive  confirmation  in  seconds. 

Holidex  keeps  track 
of  280,000  rooms. 

Here's  how  the  Holidex  system  helps  you 
place  a  room  reservation. 

Simply  phone  a  Holiday  Inn  or  the 
Holiday  Inns  Reservation  Center.  Anytime. 
An  operator  takes  your  name,  address, 
arrival  date,  length  of  stay  and  other 
important  information.  And  records  it  on  a 
data  communication  terminal. 

The  Holidex  computer  is  tied  to  every 
Holiday  Inn  location.  So  it  knows  in  a 
flash  what's  available.  Or  what's  not. 

With  the  help  of  Western  Union 
transmission  lines,  the  Holidex  system 
forwards  your  reservation  to  a  terminal  at 
the  Holiday  Inn  of  your  choice. 

It's  fast.  Reliable.  And  eliminates 
surprises. 

The  Holidex  system  keeps  tabs  on 
280,000  hotel  rooms.  It's  an  exceptional 


management  tool.  And  a  valuable  service  to 
you,  the  traveler. 

Private  wire  systems 
not  limited  to  hotels. 

We  supply  a  broad  range  of  economical 
private  wire  systems  for  business  and 
government.  One-way,  two-way.  A  system 
connecting  two  offices  or  a  nationwide 
network. 

Users  include  news  services,  stock 
exchanges  and  many  of  the  country's  largest 
corporations. 

Western  Union:  The  fastest  way 
to  get  the  word  around. 

With  a  variety  of  private  wire  services 
and  a  broad  range  of  speeds  and 
configurations,  Western  Union  is  the  fastest 
way  to  get  the  word  around. 
I  1 

I  P  I 

I  Boyd  W.  Humphrey  i 
Western  Union  Corporation 
One  Lake  Street,  Upper  Saddle  River,  N.J.  07458 

Please  send  me  more  information  on  Western  Union 
private  wire  services. 

I  Name   | 

I  Company   j 

I  Address   | 

i  City  &  State  Zip   I 

I  I 
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IN  TRUCK  RENTING  AND  LEASING . . . 

This  new  symbol 
shows  you  the  way  to  go . . . 
coast  to  coast! 


the  new  symbol  of  the 
tional  Truck  Leasing  System, 
t  it  represents  an  idea  as 

as  free  enterprise  itself: 
:a/  Service!  That's  the  basic 
a  on  which  American 
Jiness  was  built.  A  better 
•duct  or  service  than  the 
Tipetition.  Local  attention  to 
ir  special  needs.  That's  the 
[ionalease  way.  Personal 
vice  by  a  local  independent 
>inessman  custom-tailoring 
^h  lease  to  meet  the  individ- 

needs  of  the  customer. 
:ke6  by  a  network  of  200 
vice  centers  operating  more 


than  35,000  trucks  and 
tractors  in  the  U.S.  and  Canada. 

Nationalease,  the  symbol 
of  service,  local  service,  from 
coast  to  coast! 


Nationalease 

NATIONAL  TRUCK  LEASING  SYSTEM 

One  North  Wacker  Drive,  Chrcago,  III  60606 
For  nearest  affiliate  call  collect  312-782-2991 


the  equivalent  of  a  13%-cent  price  in  the 
U.S.  Senator  Church  wants  17-cent  sug- 
ar. The  Administration,  reluctantly,  has 
come  up  to  l4Vz  cents.  Over  on  the 
House  side,  the  Agriculture  Committee 
has  approved  a  bill  calling  for  16  cents. 
With  each  penny  representing  about 
$275  million  or  more,  the  argument  is 
sometimes  heated. 

Part  of  Church's  particular  problem  is 
that  his  constituents  are  not  efficient  sug- 
ar producers.  In  fact,  according  to  De- 
partment of  Agriculture  estimates,  it 
costs  more,  on  average,  to  grow  sugar 
beets  on  the  Snake  River  plain  in  eastern 


Senator  Frank  Church 


$1  billion  for  electioneering? 

Idaho  than  anyplace  else  in  the  country. 
And  it  costs  more  to  get  raw  sugar  from 
sugar  beets  grown  anywhere  than  it  does 
to  get  it  from  sugar  cane.  So,  to  protect 
the  average  Idaho  grower,  Chilrch  wants 
to  set  prices  at  a  level  that  would  give  a 
windfall  to  efficient  growers  in  his  state 
and  even  inefficient  ones  just  about  ev- 
erywhere else.  Church,  to  put  it  bluntly, 
wants  to  stimulate  high-cost  domestic 
production. 

But  Church  and  his  16-cent  House 
cohorts  are  not  content  to  leave  it  there. 
They  want  an  automatic  escalation  for- 
mula tied  to  both  an  index  of  farm  pro- 
duction costs  and  the  wholesale  price 
index,  neither  of  which  necessarily  has 
much  to  do  with  sugar  beets.  The  Ad- 
ministration prefers  another  scheme  that 
would  be  tied  to  actual  cost  increases  for 
sugar  producers. 

And  finally,  there's  the  section  of  the 
House  and  Senate  bills  on  wage  rates. 
Wage  rates?  Yes,  in  Order  to  get  labor 
support,  various  sugar  acts  over  the 
years  have  set  sugar  worker  wages.  The 


bills  would  set  the  rates  a  full  30  cents  an 
hour  higher  than  the  minimum  for  all 
other  workers. 

Howard  Hjort,  USDA's  chief  econo- 
mist, calls  Church's  bill  "highly  inflation- 
ary "  and  says  it  is  "inconsistent  with 
provisions  for  other  major  crops,  and 
would  undercut  the  International  Sugar 
Agreement.  " 

Naturally,  the  sugar  producers  dis- 
agree. It  would  not  be  inflationary  at  all. 
they  say.  Why}'  Argued  one  before  a 
House  committee.  '  Industrial  users  pur- 
chase about  75%  of  all  sUgar  sold  in  this 
country.  .  .  .  Many  of  these  giant  corpo- 
rations have  made  finance  page  head- 
lines each  succeeding  quarter  with  rec- 
ord profits  .  .  .  the  market  price  increase 
we  seek  for  sugar  .  .  .  can,  to  a  large 
extent,  be  absorbed  by  the  processors  of 
sugar-containing  foods  and  beverages 
and  not  passed  on  to  consumers.  " 

In  other  words,  the  sugar  lobby  says 
soak  the  big  corporations  and  their  stock- 
holders; let  the  "fat  cats"  pay.  A  familiar 
demagogic  argument.  And  a  totally  dis- 
honest one. 

But  would  higher  prices  for  sugar  real- 
ly mean  that  Coca-Cola  s  profit  margin 
would  be  permanently  smaller?  Not  like- 
ly. Coke  has  the  right — and  it  also  has 
the  power — to  pass  the  higher  costs  on; 
this  is  as  it  should  be  in  a  free  economy. 

Since  tariffs  and  import  quotas  are  in- 
volved, the  House' Ways  &  Means  gcom- 
mittee  is  also  taking  a  whack  at  the  sugar 
bill.  It  will  be  deciding  the  key  pricing 
issue  the  first  week  of  September,  and 
both  its  version  of  the  bill  and  the  one 
from  the  Agriculture  Committee  will 
reach  the  House  floor  by  the  middle  of 
the  month.  Everybody  agrees  that  some- 
body's generous  version  will  sail  through 
the  Senate. 

Last  month  President  Carter  junked  a 
bland  prepared  speech  intended  for  a 
large  farm  audience  and  teed  off  on  a 
major  cause  of  inflation.  "The  fight 
against  inflation  becomes  nearly  impossi- 
ble when  the  pressures  of  special  eco- 
nomic interest  lobbyists  are  successful,  " 
he  told  the  Midcontinent  Farmers  Asso- 
ciation. "These  lobbyists  care  absolutely 
nothing  about  the  national  interest — as 
long  as  they  get  theirs.  We  will  never 
win  the  fight  against  inflation  unless  we 
help  the  Congress  to  resist  these  pres- 
sures." On  his  list  of  special  interests, 
however,  farmers  were  conspicuous  by 
their  absence. 

Carter  was  right,  of  course,  and  he 
might  have  mentioned  senators  up  for 
reelection,  as  well  as  lobbyists.  His  lieu- 
tenants arc  threatening  a  veto. 

So,  Senator  Church,  if  you  really  are 
worried  about  what  inflation  is  doing  to 
the  American  people,  you  might  spend  a 
little  less  time  attacking  multinational 
companies  and  start  lecturing  your  sug- 
ar-raising constituents  on  the  need  for 
price  restraint.  ■ 
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but  none  succeed. 
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a  true  original. 


Because  if s  rare. 


86  Proof  Blended  Scotch  Whisky  ©  1978  Paddington  Corp.,  N.Y. 


Producing  essentials  has  made  us  a  billion 
dollar  company. 

Essentials  like  steel.  In  Colorado,  our  CF&I 
Steel  Corporation  owns  and  operates  its  own 
mines  and  quarries  that  supply  the  raw  materials 
for  steel.  The  quality  steel  that  CF&I  turns  into  rails, 
building  beams,  casing  and  tubing  used  in  oil 


drilling  and  dozens  of  other  basic  steel  products  | 

Essentials  like  Crane  valves  and  pumps. 
As  the  world's  largest  producer  of  valves,  you'll  I 
find  our  products  in  such  growth  areas  as  the  I 
petroleum,  chemical,  power,  and  pulp  and  paper! 
industries.  You'll  also  find  our  pumps  everywhere  I 
from  chemical  processing  to  nuclear  power  plants  I 


The  products  of  Crane's  growth 


Down  But  Very  Far  From  Out 


Considering  what  has  happened  to  the  yen,  the  Japanese  are 
holding  their  own  remarkably  well  in  the  U.S.  auto  market. 

By  KATHLEEN  K.  WIEGNER 


Has  the  rising  yen  put  a  crimp  in 
soaring  Japanese  automobile  sales  here? 
The  answer  is;  yes  and  no.  The  Big  Two, 
Datsun  and  Toyota,  have  definitely  felt 
the  effects  of  four  price  increases  since 
December  (Datsun's  increases  averaged 
$602  a  car).  Their  share  of  the  U.S. 
market  was  only  6.7%  in  July,  vs.  8.8%  a 
year  earlier.  That  loss — two  percentage 
points  and  change — meant  a  decline  of 
18,528  vehicles.  "There  has  been  a  fall- 
off  in  showroom  traffic,"  says  Robert  O. 
Link,  general  manager  of  Nissan  U.S.A. 

But  a  good  part  of  what  Datsun  and 
Toyota  are  losing,  the  smaller  Japanese 
firms  seem  to  be  gaining:  Honda,  Subaru 
(which  markets  cars  made  by  Fuji  Heavy 
Industries)  and  Toyo  Kogyos  Mazda. 
While  the  Big  Two  were  selling  18,528 
fewer  cars  in  the  July  period,  the  Little 
Three  sold  7,200  more. 

All  of  which  suggests  that  there  has 
been  more  than  the  yen  behind  the  Dat- 
sun-Toyota  decline.  Their  cars  are  no 
longer  novelties.  But  others — Mazda 
with  its  new  rotary  engine  RX-7  sports 
car,  Subaru  with  four-wheel  drive, 
Honda  with  its  high-fuel  economy  Civ- 
ic— still  offer  unique  selling  features. 
Thus,  to  a  degree,  Japanese  firms  have 
lost  ground  to  other  Japanese  firms. 

How  much  has  Detroit  bitten  into  the 
Japanese  market  share?  It  s  uncertain, 
but  General  Motors'  Chevette  has  cer- 
tainly hurt.  GM  is  running  its  Chevette 
plants  full  out  and  plans  to  lift  capacity 
64%  next  year.  Chrysler  s  new,  small 
front-wheel  Omni  and  Horizon  are  sell- 
ing well  despite  a  disputed  blast  over 
safety  from  Consumer  Reports. 

The  sledding  might  have  been  rough- 
er for  the  Japanese  had  GM  and  the  rest 
of  Detroit  not  decided  to  use  the  Japa- 
nese price  hikes  as  an  umbrella  for  hefty 
increases  of  their  own.  "GM  debated  the 
issue  about  whether  to  raise  Chevette 
prices  in  April,  reports  one  Detroit- 
based  analyst.  "One  school  said.  We 
have  the  upper  hand,  let's  go  for  vol- 
ume. But  the  side  that  won  argued  that 
since  U.S.  makers  will  have  to  learn  to 
make  money  on  small  cars,  let's  raise 
prices  now.'  "  General  Motors'  cheapest 
car,  a  stripped-down  Chevette  Scooter, 
still  sells  for  $259  less  than  Toyota's  least 


expensive  car,  a  two-door  Corolla  se- 
dan— enough  of  a  price  edge  to  capture 
some  sales  from  the  Japanese,  but  not 
enough  to  put  them  to  flight. 

To  counter  Detroit  s  move  into  the 
small  car  market,  the  Japanese  are  be- 
coming much  more  aggressive  salesmen. 
One  trick,  borrowed  straight  from  De- 
troit, is  to  introduce  a  flock  of  new  prod- 
ucts that  may  bring  buyers  back  to  the 
showrooms.   Nissan's  Bob  Link  waxes 


Datsun  lot  full  of  280-Zs 


Going  for  the  big-ticket  buyer. 

eloquent  over  the  array  of  newly  styled 
cars  Datsun  will  introduce  this  fall — the 
largest  new  product  introduction  in  the 
company  s  history.  Datsun  s  bread-and- 
butter  economy  car,  the  B-210,  will  be 
redesigned,  and  there  will  be  a  new 
version  of  its  highly  popular  280-Z  sports 
car.  Mazda  plans  to  introduce  a  medium- 
size  piston-driven  sedan  next  year  to  fill 
the  price  gap  between  its  GLC  and  RX-7 
models.  Honda  reportedly  has  a  four- 
door  version  of  its  successful  Accord 
ready,  plus  one  with  a  bigger  engine. 
Toyota  introduced  its  first  front-wheei- 
drive  car  in  Japan  last  month,  and  could 
well  offer  one  like  it  in  the  U.S.  next 
year.  "With  new  products,  despite  price 
increases,  I  feel  we  can  maintain  our 
1978  sales  pace,  "  Link  says. 

The  Japanese  are  following  yet  an- 
other classic  strategy:  upgrading  their 
product  lines,  trying  to  recapture  in  dol- 
lars what  they  will  lose  in  sheer  numbers 
of  vehicles.  Toyota's  success  with  its 


higher-priced  Celica  (which  has  gained 
while  its  lower-priced  Corolla  has  lost 
share),  and  the  enthusiasm  which  has 
greeted  Honda's  over-$5,000  Accord, 
were  not  lost  on  Tokyo.  Toyota  has  al- 
ready introduced  its  luxury  Cressida  this 
year  (which  lists  for  over  $7,600),  and 
there  are  rumors  that  Datsun  has  a  two- 
door  version  of  its  six-cylinder  BMW- 
like  810  sedan  waiting  in  the  wings.  "I 
think  the  [Japanese]  run  at  the  high  end 
is  a  good  objective,'  argues  Arvid 
Jouppi,  of  Detroit-based  John  Muir  & 
Co.  "I  don  t  think  they  can  compete 
against  Detroit  on  price  in  big  cars,  but 
on  quality  they  could.'  What  the  Japa- 
nese could  do  as  a  group  is  what  Datsun 
did  early  in  the  1970s  with  its  240-Z:  win 
a  following  for  the  car  by  pricing  it  lower 
than  competitors,  gradually  let  the  price 
rise,  and  hope  the  car  s  quality  will  be- 
come the  selling  point,  not  the  price. 

An  argument  could  actually  be  made 
that  Japanese  cars  have  not  sold  strictly 
on  price  for  several  years.  "Our  basic 
strategy  existed  even  before  the  curren- 
cy fluctuations,  "  says  Norman  Lean, 
general  operations  manager  for  Toyota 
Motor  Sales  U.S.A.  "Emphasis  has  been 
on  overall  value,  quality  and  resale  val- 
ue. We  haven  t  advertised  price  heavily 
for  a  long,  long  time.  " 

They  have  managed  to  hold  their  price 
increases  here  to  the  16%-to-19%  range 
despite  a  28%  increase  in  the  dollar  val- 
ue of  the  yen.  One  reason  for  this  is  that 
revaluation  cuts  both  ways:  It  raises  the 
prices  of  what  the  Japanese  sell  abroad 
but  lowers  the  cost  of  the  imported  raw 
materials  that  go  into  these  goods.  This 
gives  the  Japanese  leeway  to  absorb 
some  of  the  effect  of  the  higher  yen. 

Meanwhile,  the  Japanese  auto  indus- 
try has  yet  one  more  strong  card  to  play: 
assembly  of  its  cars  in  the  U.S.  The 
Japanese  move  slowly,  but  some  sources 
say  that  Toyota  and  Datsun  have  already 
made  the  decision  to  open  plants  here. 

Remember  this;  In  spite  of  what  hap- 
pened to  the  yen,  1978  will  be  the  Japa- 
nese auto  industry's  second-best  year  in 
the  U.S.,  with  estimated  sales  of  1.17 
million,  down  just  60,000  or  so  units 
from  1977.  It  will  take  more  than  a  de 
facto  devaluation  of  the  dollar  to  dis- 
lodge the  Japanese  from  the  foothold 
they  have  earned  in  the  U.S.  ■ 
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Is  your 
paperwork  woHdng 
you  overtime? 


Kodak  microfilm  can  take  a  lot  of  the  work 
out  of  the  paperwork  around  your  overweight 
office.  How?  By  reducing  the  amount  of  paper- 
work itself,  and  by  reducing  overall  paper- 
handling  costs  substantially. 

We  realize  that  a  modern  office  can't  func- 
tion without  Its  minimum  daily  requirement  of 
paper.  But  adding  more  paperjust  means  adding 
more  flab  to  filing  systems.  And  a  flabby  filing  sys- 
tem means  more  time  spent  filing,  retrieving,  and 
sometimes  misfiling  important  documents. 


That's  why  you  should  look  into  the 
Kodak  Reducing  Plan.  It  can  cut  down  your 
paper  intake  and  reduce  paper-handling  costs. 
How?  Through  microfilming,  a  key  element  in 
the  Kodak  Reducing  Plan. 

Of  course,  like  all  reducing  plans,  ours 
requires  a  little  willpower.  Like  taking  time  out 
right  now  to  clip  the  coupon.  Want  to  get  your 
office  back  into  fighting  trim?  The  mt^^ 
first  place  to  start  cutting  is  right  E^^H 
here  on  this  page. 


The  Reducing  Plan 

Kodak  microfilm 

Eastman  Kodak  Company 
Department  DP8639 
Rochester,  New  York  14650 

□  Please  send  me  more  information 
about  the  Kodak  Reducing  Plan. 

□  Please  have  a  Kodak  representative 
call  to  arrange  a  free  survey  of  my 
office  filing  system. 


Name 


Company 


Title 


Address 


City 


State  &  Zip 


Phone 


At  Long  Last:  A  Sharp 
Pickup  In  Gypsum 

The  continuing  housing  boom  is  partly  responsible, 
but  the  turnaround  goes  deeper  than  that. 


The  housing  business  has  been  good  for 
so  long  that  even  the  gypsum  producers 
are  making  money.  That's  right,  even 
the  gypsum  producers'  companies  whose 
profits  were  depressed  for  so  long  that 
Wall  Street  lost  all  interest  in  the  stocks. 
Between  1967  and  1977,  not  once  did 
National  Gypsum,  the  number-two  pro- 
ducer, earn  more  than  10%  on  stock- 
holders equity.  In  some  years,  its  return 
got  as  low  as  4%.  U.S.  Gypsum,  the 
$1.2-billion-a-year  industry  giant  did 
better,  but  not  much  better. 

Suddenly,  all  that  has  changed.  In  the 
first  half  of  1978  U.S.  Gypsum  earned 
$3.07  a  share — nearly  three  times  what  it 
earned  in  last  year  s  first  half,  and  last 
year  wasn't  a  bad  one  for  Big  Gypsum. 
Unless  everything  falls  apart  in  the  third 
quarter — and  that  seems  unlikely — U.S. 
Gypsum  could  easily  earn  $6  a  share  for 
the  full  year,  nearly  20%  on  stock- 
holders equity. 

What's  going  on  here?  Well,  for  one 
thing,  housing  starts  have,  of  course, 
remained  strong.  During  the  slump  of 
1974  and  1975,  starts  of  single-family 
dwellings  averaged  890,000  a  year.  Last 
year  there  were  nearly  1.5  million  starts, 
and  this  year,  through  the  first  half,  looks 
at  least  as  good.  The  increase  in  demand 
eventually  brought  prices  up — 48%  be- 
tween 1971  and  1978,  including  a  weak 


market    during    the    two-year  slump. 

"Generally,"  says  U.S.  Gypsum 
Chairman  Graham  J.  Morgan,  'industry 
prices  have  tended  to  reflect  demand  as 
it  relates  to  supply.  We  expect  supply  to 
be  tight  through  the  balance  of  1978  in 
most  of  the  country.  After  this  year,  we 
expect  a  higher  level  of  housing  starts 
resulting  in  a  reasonable  balance  be- 


"  .  .  .  Georgia-Pacific  did 
not  hesitate  to  cut  prices 
if  that  is  what  it  took. 
It  was  a  shock  .  . 


tween  demand  and  industry  capacity." 

In  a  deeper  way,  what  is  happening  is 
that  the  industry  has  finally  learned  to 
live  with  a  bumptious  newcomer,  Geor- 
gia-Pacific. In  the  mid-Sixties,  aggres- 
sive G-P  came  barreling  into  this  stodgy 
industry.  Unlike  its  entrenched  competi- 
tors, G-P  did  not  depend  on  indepen- 
dent distributors  to  move  its  products 
but  leaned  instead  on  156  company- 
owned  distributors,  all  of  which  were 
already  selling  G-P's  plywood  and  other 
building  supplies.  G-P  did  not  hesitate 
to  cut  prices,  if  that  is  what  it  took  to 
build  volume  and  market  share.  'It  was 


an  old  industry  that  was  very  quiet,"  says 
Harold  E.  Sand,  head  of  G-P's  building 
products  division.  "We  refused  to  oper- 
ate plants  at  less  than  capacity.  That  was 
a  shock  to  [our  competitors].  ' 

Shock  is  putting  it  mildly.  After 
buying  Bestwall  in  1965,  G-P  upped  its 
market  share  from  13%  in  1966  to  better 
than  16%  in  1970 — increasing  shipments 
even  when  the  gypsum  industry  as  a 
whole  decreased.  Hardest  hit  were  small 
competitors  like  Fiberboard's  Pabco  di- 
vision, Ruberoid  and  Barrett  Building 
Co. ,  which  lost  market  share  to  Georgia- 
Pacific,  use  and  NG  held  on  to  their 
market  shares  (40%  and  25%,  respective- 
ly) but  only  at  the  cost  of  matching  G-P's 
prices.  G-P  could  afford  low  profits  in 
gypsum;  it  had  high  profits  elsewhere. 
Its  competitors  did  not  and  could  not. 

"Since  1967,  "  says  USG's  Morgan, 
"the  percentage  of  increase  in  our  prices 
has  lagged  behind  the  percentage  in- 
crease in  our  costs.  In  eight  different 
years  since  then,  our  average  gypsum 
board  price  has  been  lower  than  the 
1967  price.'  Only  recently  have  prices 
caught  up. 

There  is  wide  disparity  across  the 
country  in  gypsum  prices.  Today's  aver- 
age price  (around  $89  for  a  standard  one- 
half-inch  sheet)  is  some  57%  higher  than 
1967's  price.  But  costs,  according  to  U.S. 


Gypsum  Makes  The  Difference 

The  bigger  its  role  in  total  sales,  the  greater  the  earnings  gains. 

1977  1977  1st  Half  1978  Est.  Wall  St. 


Sales 

Earn. 

Return  on 

Sales 

Earn. 

Market 

Gypsum 

1st  Half  Earnings  Per  Share 

Latest  12-month  Stock  Price 

Est 

Company 

(mlllionsl 

Equity 

(millions) 

Share 

Sales 

1978 

1977 

Increase 

High 

Low 

8/22/78 

1978  EPS 

U.S.  Gypsum 

$1,176.9 

$  59.8 

12.3% 

$  673.9 

$  52.7 

40% 

41% 

$3.07 

$1.08 

184.3% 

33% 

21 

33% 

$5.80 

Nat'l  Gypsum 

748.3 

36.7 

10.9 

422.8 

27.0 

25 

25 

1.65 

0.87 

89.7 

2oy« 

13% 

20% 

3.55 

Georgia-Pacific 

3,675.0 

262.0 

17.1 

2,022.0 

149.0 

13 

4 

1.44 

1.20 

20.0 

32ya 

23y2 

31% 

2.70 

Jim  Walter 

1,436.7 

79.4 

15.5 

1,219.1* 

58.3* 

6 

6 

3.35* 

3.93* 

-14.8 

33% 

25% 

32% 

5.10 

Flintkote 

587.4 

20.8 

9.0 

322.8 

13.7 

6 

16 

2.03 

1.07 

89.7 

38% 

17% 

37% 

4.70 

"Nine  months  ending  May  31. 
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Delivering  gypsum  to  USG  plant  in  Baltimore 


Vertical  integration  is  the  new  key  to  success. 


Gypsum's  figures,  have  nearly  doubled. 

In  the  end,  the  old  boys  learned  to 
follow  upstart  G-P's  lead.  In  1970,  Na- 
tional had  only  40  captive  distributors; 
now  it  has  nearly  156,  although  not  all  of 
them  distribute  gypsum.  USG  began  to 
develop  a  similar  network,  was  stymied 
for  a  time  by  an  antitrust  suit  brought  by 
smaller  producers  and  independent  dis- 
tributors, and  has  since  been  able  to 
build  a  70-distributor  chain. 

The  long-term  outlook  is  good.  Gyp- 
sum is  an  established  product:  The 
Egyptians  applied  it  to  the  interior 
walls  of  the  pyramids,  and  its  major  use 
today  is  still  on  interior  walls.  (The 
only  other  major  use  is  in  making  ce- 
ment, which  absorbs  20%  of  gypsum 
output  and  is,  of  course,  a  construction 
item.)  In  fact,  with  local  fire  codes  get- 
ting stricter,  and  some  even  specifying 
gypsum  walls  or  equivalent  fire  resis- 
tance, the  market  seems  sure  to  be 
there  for  a  long  time  to  come. 

Says  A.  Victor  Abnee  Jr. ,  executive  vice 
president  of  the  Gypsum  Association, 
"Building  codes  are  getting  tougher  on  fire 
resistance  and  some  are  beginning  to  have 
sound-control  standards.  Gypsum  gives 
good  noise  protection  and  it  is  very  fire 
resistant — it's  a  rock.  " 

Things  look  so  good,  in  fact,  that  the 
U.S.  industry  now  has  attracted  a  new 
contender.  Domtar,  Inc.,  a  $l-billion  di- 
versified Canadian  pulp-and-paper  outfit 


last  April  bought  Kaiser  Cement's  gyp- 
sum operation.  One  of  the  things  that 
appealed  to  Domtar  was  that  Kaiser  has  a 
gypsum  source  as  well  as  wallboard 
plants,  so  it  has  at  least  partial  integra- 
tion. Right  now.  Kaiser  has  only  a  small 
part  of  the  market,  but  that  doesn't  both- 
er Domtar — the  Canadian  giant  plans  to 
use  the  gypsum  operation  as  a  base  for 
expansion  here  in  the  U.S. 


Kaiser  bailed  out  to  concentrate  on  its 
cement  business,  but  Domtar  may  have 
picked  a  beautiful  time  to  get  in.  While 
the  gypsum  business  will  undoubtedly 
continue  to  depend  on  the  level  of  hous- 
ing starts,  housing  looks  good  for  the 
foreseeable  future,  and  the  kind  of  price 
wars  that  marred  the  decade  from  the 
mid-Sixties  to  the  mid-Seventies  may  be 
a  thing  of  the  past.  ■ 


J5i 


Ttiats  a  Butler  building?' 


Yes,  that  is  a  Butler  buildinjg;> 
In  fact,  you  probably  see  ' 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildinjgs 
offer  total  design  flexibility  an«|;; 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systenis  construction. 

To  learn  fnore,  call  the  local 
independent  contfactor  who  can 


build  one  for  you .  See  ' ' Butler 
Mfg.  Co.  Builder"  in  the  White  " 
Pages.  Or  write  Butler  Mfg.  Co., 
Dept,  B-397,  BM  A  Tower, 
Kansas  City,  Mo.  64141  8«i3 


Some  is  for  eating 
now,  but  don't  overloolc 

tomorrow. 


Harvest  seasons  are  relatively  short. 
Appetites  are  twelve  months  long. 

Around  these  two  absolutes  has 
evolved  a  marvelous  technology:  the 
art  of  processing  and  packaging  food 
so  that  it  can  nourish  you  all  year  long 
—and  no  matter  how  distant  you  may 
be  from  the  source. 

In  the  engineering  of  machinery 
to  serve  these  purposes,  FMC  is  a 
world  leader  Whether  fruits  and 
vegetables  are  to  be  marketed  fresh, 
dried,  frozen,  or  canned,  FMC  can 
mechanize  the  process. 

There  are  FMC  systems  that  do 
the  washing,  sorting,  juicing,  peeling, 
pitting,  canning,  cooking,  labeling 
. .  .that  package  foods  in  eye-appealing 
containers  of  glass,  film,  foil,  or  paper 
. .  .or  pre-portion  complete  meals  to 
serve  schools  and  hospitals. 

All  this,  of  course,  comes  after  the 
food  is  grown  and  harvested.  And  there 


again,  FMC  has  important  capabilities. 

For  example,  FMC  manufactures 
equipment  to  cultivate  the  soil  and 
plant  seed . . .  mechanized  sprayers  and 
agricultural  chemicals  to  protect  crops 
from  pests. . .  mechanical  harvesters 
for  many  major  crops:  tomatoes, 
potatoes,  corn,  carrots,  beans,  beets, 
peas,  even  fruits  and  nuts. 

FMC  has  innovated  many  of  the 
ideas  which  have  revolutionized  the 
food-providing  process.  So  that  you 
may  enjoy  the  foods  that  nourish  you, 
both  in  season  and  out. 

FMC  also  serves  worldwide  markets 
for  food  and  agricultural  machinery, 
construction  equipment,  industrial  and 
agricultural  chemicals,  power  trans- 
mission, material  handling. 

For  information,  write  FMC 
Corporation,  200  East  Randolph  Drive, 
Chicago  60601.  Or  call  800-621-4500 
(in  Illinois:  312-861-5900). 


-FMC 


Entrance  to  Lord     Taylor's  Nctc  York  store 


How  to  keep  the  carriage-trade  image  in  the  age  of  denim? 

Can  Joe  Brooks  Put 
Associated  Dry  Goods  Back 

At  The  Head  Of  The 
Fashion  Parade  Once  More? 

Once  the  proudest  name  in  retailing,  ADG  has  fallen  far 
behind.  A  tough  retailer  is  trying  to  drag  it  into  the  1970s. 


"It's  quite  understandable  why  you 
want  to  do  an  article  on  the  company," 
said  Peter  W.  Brengel,  vice  president 
and  treasurer  of  Associated  Dry  Goods 
Corp.,  over  the  telephone.  But  ADG 
was  not  inclined  to  talk  to  Forbes — 
"until  we  are  a  little  more  comfortable 
with  the  results." 

Understandably,  too.  So  far  this  year, 
Associated's  results  have  been  uncom- 
fortable indeed.  In  the  first  quarter  of  its 
Jan.  31  fiscal  year,  it  sold  $329-million 
worth  of  merchandise  and  lost  $714,000. 
Admittedly,  the  first  quarter  is  the  worst 
for  retailers,  and  Associated  had  extraor- 
dinarily heavy  preopening  expenses  for  a 
marketing  blitz  in  Detroit  by  its  most 
profitable  division,  Lord  &  Taylor.  But 
that  first  quarter  was  no  aberration.  In 
the  second  quarter,  ADG  sold  over 
S33 1 -million  worth  of  merchandise  and 


lost  $1.4  million — twice  as  much  as  it 
had  in  the  first.  Once  the  proudest  de- 
partment store  chain  in  America,  Associ- 
ated owns  such  prime  stores  as  J.W. 
Robinson  Co.  in  California,  Goldwaters 
in  Arizona  and  Joseph  Horne  Co.  in 
Pennsylvania.  But  it  has  been  in  decline 
since  the  early  Seventies.  Like  most  re- 
tailers, it  was  hurt  by  the  1974  recession; 
unlike  others,  it  has  not  really  bounced 
back.  While  nationwide  retail  sales  in- 
creased last  year  over  13%,  Associated's 
increased  by  only  half  that  amount. 
(With  the  divestiture  of  Ayr- Way  Stores, 
Inc.,  revenues  actually  declined  4.6%.) 

The  record  year  for  earnings  was  in 
1973,  $3.45  a  share.  Last  year  it  was 
$3. 12,  and  this  year  Associated  will  do 
well  to  earn  $2.70  a  share — about  7%  on 
stockholders'  equity — which  is  half  Fed- 
erated Department  Stores'  return.  Re- 


cently the  company  reported  that  sales 
again  ran  behind  plan  in  the  second 
quarter  and  that  inventories  were  6% 
above  last  year's  levels.  Last  month  As- 
sociated Dry  Goods  stock  was  selling  at  a 
discount  of  nearly  40%  from  book  value. 

The  man  charged  with  reversing  this 
long  slide  is  slick,  egotistical  Joseph  E. 
Brooks,  50,  who  left  the  presidency  of 
Federated  Department  Stores  highly 
successful  Filene's  division  in  1975  to 
join  Associated.  Brooks  is  not  Associat- 
ed's chief  executive  officer.  His  official 
title  is  chairman  of  the  Lord  &  Taylor 
division  and  senior  executive  vice  presi- 
dent of  the  parent  company.  Theoretical- 
ly, Brooks  reports  to  Chairman  and 
Chief  Executive  Officer  Richard  Pivir- 
otto,  a  former  Princeton  football  player 
who  married  into  a  family  which  owned  a 
good  deal  of  stock  in  Home's  (acquired 
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l)y  ADC  in  1966)  and  President  William 
Arnold,  a  handsonu-,  pfisonablc  man 
vvhosr  promotion  snrpriscd  some  people 
in  the  company.  Significantly,  however. 
Biook.s'  .salaiy— $275,000  a  year— i.s 
$15,000  higher  than  Pivirotto's  and 
$25,000  higher  than  Arnold's.  There  are 
plenty  of  indications  that  Hrooks  is  call- 
ing the  shots. 

Tales  of  Brooks'  high-handed  inetieu- 
lonsness  abound;  that  he  pieks  onf  all  his 
wife  s  elothing,  that  he  used  to  walk  into 
a  F"ilene"s  store  and  hand  his  keys  to  the 
nearest  buyer  to  park  his  ear. 

At  any  rate.  Brooks  will  have  to  be 
tough.  Associated  has  fallen  behind  the 
retailing  parade.  In  eity  after  city,  it.s 
family  of  154  department  stores,  many 
with  bloodlines  going  back  to  the  19th 
century,  once  were  leaders  in  retailing. 
No  more.  In  the  late  Sixties  and  early 
Seventies,  ADC  left  its  local  manage- 
ment up  to  its  local  managers.  Some,  like 
Stix,  Baer  and  Fuller  Chairman  J.  Arthur 
Baer  (who  retired  last  year  at  the  age  of 
57)  also  owned  significant  amounts  of 
stock  and  were  not  easily  persuaded  to 
change  their  ways.  Central  controls  atro- 
phied. Little  direction  came  from  ADC;  s 
New  York  headcjuarters.  "They  had  a 
small  office  on  Madison  Avenue  with 
maybe  a  dozen  people,  recalls  one  for- 
mer executive.  "All  they  did  was  handle 
corporate  finance  and  stock.  They  finally 


".  .  .  That  first  quarter 
was  no  aberration.  In  the 
second  they  lost  twice 


as  much  .  . 


opened  a  central  buying  office — but  this 
was  15  years  after  others  did  it.  ' 

While  ADC  stood  still,  the  world 
changed.  Young  women  adopted  |)anls 
and  sportswear  but  Associated  continued 
to  feature  dresses.  As  its  customers  aged, 
so  did  the  company.  The  result:  Today, 
12  of  Associated's  16  department  store 
chains  are  in  trouble.  ADC's  foray  into 
Florida  with  its  new  Hobinson's  division, 
started  from  scratch  five  years  ago,  has 
never  made  money.  Its  choice  of  the 
Tampa-Sf.  Petersburg  market  seems  du- 
bious to  begin  with:  a  city  jammed  with 
retail  competitors,  vying  for  an  aging 
population  on  fixed  incomes.  Stix,  Baer 
and  Fuller  lost  money  in  1976  and  will 
do  well  to  break  even  now.  Pittsburgh- 
based  Iloine,  Powers  Dry  Coods  Co.  in 
Minneapolis,  the  Stewart  Dry  Coods 
Co.  in  Baltimore  and  Hahne  6c  (^o.  of 
New  Jersey  are  all  doing  little  beltei 
than  break-even. 

'  Today,  Associated  is  not  the  leading 
store  in  any  of  its  markets,  says  Paine 
Webber  Mitchell  Mutcliins  Inc.  analyst 
Stuart  Bobbins.  "It  is  actually  less  than 
fialf  the  size  of  its  leading  competitor  in 


487%  OFF. 

NOW,  THAT'S 
THISFTY! 


In  order  to  "out-Thrifty"  Thrifty, 
our  major  competitors  would 
have  to  give  you  a  discount  of  up 
to  48.7%.  And  a  Thrifty  Special 
Account  gives  your  company  a 
choice  of  ways  to  save. 

(1)  With  special  low  time  and 
mileage  rates,  gasoline  included. 

(2)  'With  cost-cutting  "dry"  rates 
whereby  you  buy  the  gasoline 
and  Thrifty  throws  in  the  first  100 
miles  per  day. 

You  can  drive  a  fully-equipped, 
air-conditioned  Thrifty  Chevrolet 
Monte  Carlo  or  similar  car 
75  miles  in  a  day  and 
save  up  to  $8.91;  drive 
150  miles  and  save 
up  to  $19.16. 


And  Thrifty  includes  $1  million 
combined  single-limit  Bl/PD 
insurance  in  the  bargain,  plus 
collision  protection  with  $100 
deductible — as  opposed  to 
competition's  $250  deductible. 

Still,  even  with  all  these  extra 
savmgs,  you  get  lots  of  extra 
Thrifty  Service.  Like  assured 
reservations  on  any  size  car, 
courtesy  airport  pickup  and 
delivery  and  more. 

It's  all  yours  at  nearly 
400  destinations 
in  all  50  States, 
Canada, 
■Sm^^  Central 
W^l^^.  America 
\  and 
Great 
Britain. 


Thrifty  Rent-A-Car  System,  Inc. 
2430  N.  Sheridan  Road,  Tulsa,  Oklahoma  74151 

Please  send  me  Special  Account 
information  my  company  needs.  I 
understand  we  are  under  no 
obligation  by  making  this  request. 
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more  than  half  its  top  ten  markets.  '  Over 
the  last  three  years,  with  Pivirotto  s  and 
Arnold's  blessings,  Brooks  has  replaced 
or  shifted  the  top  management  in  12  out 
of  the  company  s  16  divisions — including 
Lord  &  Taylor,  where  he  brought  in  a 
ne^w  president  and  vice  chairman  from 
Fctlerated.  He  has  been  courting  other 
Fe  derated  employees  down  to  the  buyer 
level  with  generous  pay  increases. 
Hand-picked  Brooks  proteges  from  Fed- 
erated have  gone  in  at  the  top  at  ADG's 


The  Denver  Dry  Goods  Co.  and  Robin- 
son's of  Florida.  And  the  shakeups  go  on. 
More  than  a  year  ago,  the  company  said 
"several  key  management  changes  were 
completed.  "  But  eight  more  top-man- 
agement changes  have  taken  place  since 
then — including,  since  last  March  alone, 
new  presidents  at  The  William  Hengerer 
Co.,  a  small  division  in  Buffalo,  N.Y. ; 
Robinson's  ailing  Florida  operations;  and 
L.S.  Ayres  and  Co.  in  Indianapolis. 

Finally,  management  is  trying  to  bring 
the  company  into  modern  nationwide 


retailing.  Computerized  inventory  con- 
trols have  been  installed  in  the  New 
York  corporate  headcjuarters,  which  has 
been  expanded  with  a  new  middle-man- 
agement stiiff  and  some  centralized 
buying.  To  revitalize  Associated's  loog- 
neglected  merchandising  strategy,  ADC 
is  pursuing  an  estimated  $120-million 
expansion  built. around  its  two  healthiest 
divisions:  152-year-old  Lord  &  Taylor 
(see  box)  and  J.W.  Robinson's  profitable 
California  operations.  (Together,  Lord  & 


Taylor  and  J.W.  Robinson  produced 
nearly  half  of  ADG's  $40-million  profits 
in  1977  as  against  only  about  35%  of  its 
revenues.) 

Last  March  Brooks  staged  a  market 
attack  virtually  unprecedented  in  the 
haughty  history  of  top-of-the-line  retail- 
ing: He  opened  three  Lord  &  Taylor 
stores  in  Detroit  on  the  same  day.  In 
Chicago,  L&T  has  opened  six  stores  in 
the  past  five  years  and  plans  three  more 
by  1980.  It  now  has  a  store  in  Houston's 
massive  Galleria  shopping  mall,  another 


in  Atlanta  and  one  in  Stamford,  Conn. 
Like  Federated's  Bloomingdale's,  it  has 
gone  into  the  Washington,  D.C.  market. 
Brooks  plans  to  take  on  Federated  in 
Boston  with  two  new  stores  by  next  year. 
Altogether,  ADG  will  open  six  new  Lord 
&  Tavlors  or  J.W.  Robinsons  this  year, 
and  another  six  in  1979.  By  1980,  ADG 
will  have  opened  17  more  stores,  for  a 
total  of  171. 

Does  Associated  have  the  controls,  the 
personnel  or  the  merchandising  subtlety 
to  deal  with  such  a  rapid  expansion — 
especially  if  recession  strikes  next  year? 
Lord  &  Taylor,  moreover,  is  trying  to 
keep  its  old  customer — the  woman  look- 
ing for  a  specific  dress  for  a  specific 
occasion — while  going  after  the  younger 
shopper  who  wants  vests,  jeans,  junior 
sizes  and  sportswear.  This  isn't  an  insu- 
perable problem,  but  in  pursuing  it  Lord 
&  Taylor's  image  has  gotten  fuzzy.  And 
despite  the  new  electronic  inventory 
control  systems,  ADG  was  plagued  again 
this  spring  with  overstocking  and  costly 
niarkdowns. 

Of  course,  you  can  t  write  Associated 
off.  Its  financial  position  remains  strong: 
It  has  nearly  $500  million  in  equity  cap- 
ital vs.  only  a  bit  more  than  $100  million 
in  long-term  debt.  The  class  image  that 
its  stores  project  is  certainly  a  valuable 
asset.  But  it  is  far  easier  to  let  a  company 
slide  than  it  is  to  build  it  up  again.  ■ 


".  .  .  'Today,  Associated  is  not  the  leading 
store  in  any  of  its  markets.  It  is  actually  less 
than  half  the  size  of  its  leading  competitor 
in  more  than  half  its  top  ten  markets' .  .  ." 


Lace  Handkerchiefs,  Iron  Will 


Dorothy  Shaver 


A  legend  behind  a  Chippendale  desk. 


Samuel  Lord  and  George  Washington  Taylor  founded 
Lord  &  Taylor  in  the  early  19th  century.  Dorothy  Shaver 
made  it  a  great  store  in  the  1920s  and  1930s.  An  iron- 
willed  promotional  genius  who  ruled  Lord  &  Taylor  for  14 
years  as  its  president,  Shaver  invented  much  of  what 
Bloomingdale's  and  some  of  its  other  competitors  practice 
so  effectively  today:  the  boutique  concept  of  separate 
shops  within  the  main  store,  the  dramatic  Fifth  Avenue 
store  window,  the  storewide  promotional  theme  and  the 
expansion  to  the  suburbs.  Says  Diana  Vreeland,  former 
editor-in-chief  of  Vogue  and  high  priestess  of  New  York 
fashion:  "Everything  about  that  store  was  in  its  own  way 
an  innovation. 

Shaver's  most  important  innovation  in  the  Thirties  was 
to  bring  American  designers  out  of  Seventh  Avenue  ob- 
scurity and  into  Fifth  Avenue  parity  with  the  rulers  of 
haute  couture  in  Paris.  Adds  Vreeland:  'You  have  no  idea 
what  this  did  for  the  American  market.  " 

A  striking  woman  who  always  carried  a  lace  handker- 
chief and  ran  L&T  from  behind  a  Chippendale  desk, 
Shaver  came  to  New  York  in  the  Twenties  from  her  native 
Arkansas  with  her  sister,  Elsie.  She  joined  Lord  &  Taylor 
in  1924  after  persuading  the  store  to  carry  a  line  of  comic 
dolls  designed  by  her  sister.  In  1927  she  became  a  direc- 
tor; ten  years  later,  first  vice  president  of  advertising  and 
promotion;  eight  years  later — at  the  age  of  52 — the  first 
woman,  and  still  one  of  the  few,  to  become  president  of  a 
major  American  department  store. 

Shaver  ran  L&T  until  her  death  in  1959.  The  ordinary, 
colorless  corporate  types  took  over.  Now  Lord  &  Taylor  is 
just  another  department  store. 
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The  X-Rated  Economy 

Pornography  is  older  than  the  erotic  frescoes  of  Pompeii 
or  the  orgiastic  temple  carvings  of  Khajuraho.  It  thrived 
underground  in  Victorian  England  and  still  does  in  Communist  Russia. 
What  is  new  is  that  it  has  become  big  business  in  the  U.S. 
in  the  eighth  decade  of  the  20th  century. 


By  JAMES  COOK 

In  an  earlier  time,  the  indictment 
handed  up  against  55-year-old  Michael 
ZaflFarano  would  have  been  an  open  and 
shut  case.  Owner  and  operator  of  the 
D.C.  Playhouse,  a  plush  "adult"  movie 
house  only  two  blocks  from  the  White 
House,  Zaffarano  had  shipped  in  from 
New  York  and  California  six  motion  pic- 
tures bearing  such  titles  as  Any- 
one But  My  Husband  and  Linda 
Lovelace  Meets  Miss  Jones.  The 
federal  government  charged  that 
in  so  doing  ZaflFarano  and  two 
associates  had  violated  the  feder- 
al statutes  forbidding  the  move- 
ment of  obscene  and  porno- 
graphic materials  in  interstate 
commerce.  Zaffarano  did  not 
deny  he  had  shipped  in  the  films 
and  government  attorneys  obvi- 
ously thought  they  had  a  good 
case.  The  films  themselves 
showed  not  only  explicit  sexual 
encounters  of  a  conventional 
kind  but  also  some  decidedly  un- 
conventional ones  involving  sa- 
dism and  bestiality. 

At  the  end  of  a  week-long  trial, 
a  Washington,  D.C.  jury  decid- 
ed last  January  that  two  of  the 
films  were  not  obscene  and  was 
unable  to  make  up  its  mind 
about  the  others. 

The  Zaffarano  verdict  only 
confirmed  what  local  prosecu- 
tors, the  police  and  entrepre- 
neurs in  many  places  around  the 
U.S.  have  recognized  for  years: 
Pornography  is  in  fact,  if  not  in 
law,  no  longer  an  illegal  busi- 
ness. The  market  for  porno- 
graphic materials,  experts  agree, 
is  not  confined  to  perverts  or 
other  emotional  cripples.  To  the 
contrary,  the  largest  part  of  the 
market  is  made  up  of  seemingly 
solid  middle-class  people  who 
look  and  act  pretty  much  like 
their  neighbors.  "If  this  is  what 
they  want,"  Zaffarano  announced 


after  his  trial,  "this  is  what  I'll  show." 

Of  course,  pornography  is  still  ex- 
tremely distastefiil  to  a  sizable  part  of  the 
population.  But  in  an  increasingly  open 
and  permissive  society,  those  who  do 
enjoy  pornography  are  free  to  revel  in  it. 
Just  as  the  prohibition  of  alcohol  eventu- 
ally did,  the  prohibition  against  pornog- 
raphy is  fast  becoming  unenforceable. 

Consider  this  startling  statistic:  Ac- 
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cording  to  the  California  Department  of 
Justice,  the  nation's  pornographers  do  a 
good  $4-billion-a-year  business,  about  as 
much  as  the  conventional  motion  picture 
and  record  industries  combined.  That 
estimate  may  be  grossly  conservative. 
"Two  or  three  times  that  is  more  like  it,  " 
says  one  West  Coast  police  oflBcer,  a 
veteran  of  many  antipornography  drives. 
"If  you're  not  involved  in  it  in  some  way, 
you  can't  imagine  how  much 
money  goes  into  the  business.  " 
Who  gets  all  these  dollars? 
The  men's  magazines  to  begin 
with.  With  a  monthly  circulation- 
of  16  million,  the  ten  leading 
sexually  oriented  titles — so- 
called  "skin"  magazines* — will 
generate  close  to  $475  million  in 
revenues  this  year,  nearly  $400 
million  from  circulation  alone. 

Then  there's  the  "adult "  film 
business:  With  2  million  admis- 
sions a  week  at  an  average  of 
$3.50  a  ticket,  the  780  adult  film 
theaters  in  the  U.S.  will  gross 
over  $365  million. 

Another  $100  million  goes  into 
what  Duane  Colglazier,  head  of 
the  Pleasure  Chest  chain  of  sex 
shops,  calls  sexual  toys:  lubri- 
cants, creams,  vibrators,  massag- 
ers  and  other  devices.  A  sizable 
portion  of  such  goods  moves  by 
mail.  How  big  the  mail-order 
pornography  business  is — films, 
magazines,  books,  toys  and  other 
devices — even  the  Postal  Service 
declines  to  guess,  though  a  1970 
survey  indicated  the  sex  mer- 
chants pump  something  like  50 
million  advertisements  into  the 
mails  every  year. 

But  by  far  the  biggest  compo- 
nent of  the  U.S.  sex  business  is 
done  in  the  thousands  of  adult 
bookstores  and  peep  shows 
around  the  country,  which  do 


Peep  show  in  Neiv  York  s  porn  district 
The  courts  said  you  couldn't  consider  the  Icids. 


*  Playboy,  Penthouse,  Hustler, 
Oui,  Playgirl,  Club,  Gallery,  Chic, 
Genesis,  High  Society. 


FORBES.  SEPTEMBER  18.  1978 


31 


little  in  the  way  of  public  accounting. 
How  big?  Large  adult  bookstores  and 
peep  shows  in  New  York's  Times  Square 
area  can  easily  gross  $10,000  a  day, 
though  they  re  hardly  typical.  But  even 
an  average-size  operation  in  Hollywood 
can  take  in  as  much  as  $1,000  a  day. 
Based  on  a  sampling  of  actual  dealer 
invoices,  the  Los  Angeles  Police  Depart- 
ment estimates  the  sex  merchants  do 
$125  million  a  year  in  the  city  of  Los 
Angeles  alone,  which  is  roughly  three 
times  the  retail  sales  of  I.  Magnin  in  the 
Los  Angeles  area. 

In  addition  to  all  this,  technology  is 
beginning  to  open  up  dazzling  new  pros- 
pects: video  cassettes  that  bring  X-rated 
films  into  the  living  room;  portable  video 
cameras  and  player-recorders  that  will 
enable  anyone  to  produce  his  or  her 
own — in  effect,  do-it-yourself — pornog- 
raphy. Polaroid  has  already  put  its  Po- 
lavision  instant  motion-picture  system 
on  the  market.  Sony  will  introduce  a 
portable  color  video  camera  in  the  fall. 
Makers  of  these  devices  like  to  think  that 
they  will  be  used  to  enable  people  to 
watch  more  cultural  and  sports  events. 
They  are  only  kidding  themselves.  It  is 
an  open  secret  that  the  biggest  market  is 
among  those  for  whom  visual  sex  is  a 
turn-on  or  entertainment  or  both. 

Although  pornography  is  probably  as 
old  as  civilization,  it  was,  until  recently 
at  least,  the  plaything  of  the  rich  and 
eccentric.  What  changed  all  this  in  the 
U.S.  was  a  series  of  Supreme  Court  deci- 
sions that  initially  applied  the  protection 
of  the  First  Amendment  to  literary  works 
like  Ulysses  and  Lady  Chatterley's  Lover 
and  ended  up  extending  the  Court's  con- 
cern about  free  speech  to  fairly  forthright 
pornography.  In  the  landmark  Roth  de- 
cision of  1957,  the  Court  maintained  that 
sexual  content  alone  was  not  enough  to 
distinguish  obscenity.  What  mattered 
was  whether  the  material  as  a  whole 
appealed  to  "prurient  interests.  '  In 
1966,  the  Court  widened  the  definition 
to  material  "utterly  without  redeeming 
social  value.  '  That  single  adverb,  utter- 
ly, meant  almost  anything  would  go.  The 
1974  Miller  decision  threw  the  burden  of 
definition  back  on  local  community  stan- 
dards, which  is  what  got  Washington 
movie  exhibitor  Zaffarano  ofiF  the  hook. 
For  the  most  part,  "  says  Beverly  Hills 
lawyer  Stanley  Fleishman,  a  prominent 
member  of  what  might  be  called  the 
U.S.  pornography  bar,  "if  material  is 
distributed  to  willing  adults  under  dis- 
creet circumstances,  there  is  very  little 
prosecution.  " 

"If  I  were  a  pornographer,  '  says  one 
U.S.  Customs  official,  "I  would  not  fear 
any  city,  state  or  federal  authority.  Once 
you  know  what  the  climate  of  law  en- 
forcement is,  you  can  understand  how 
people  get  into  it.  " 

Which  is  not  to  suggest  that  the  por- 
nographer's  lot,  legally  speaking,  is  al- 


Zaffarano's  D.C.  Playhouse  in  Washington,  D.C. 


In  the  shadow  of  the  White  House,  a  new  freedom  for  U.S.  pornographers. 


ways,  everywhere,  an  easy  one.  The  fed- 
eral government  continues  active  in  sup- 
pressing pornography.  It  launched  40 
obscenity  prosecutions  last  year  and  won 
57,  most  of  them  launched  in  previous 
years.  The  U.S.  Customs  Service  made 
15,000  seizures  of  pornographic  material 
and  was  able  to  defend  its  right  to  de- 
stroy all  of  it.  Even  the  U.S.  Postal  Ser- 
vice, acting  mainly  on  citizen  com- 
plaints, won  11  convictions. 

But  this  kind  of  harassment  does  not 
suppress  pornography;  it  only  cuts  into 
the  profit  margins.  "It's  a  high-profit 
business,  pornography,  "  says  Al  Gold- 
stein, publisher  of  Screw,  "but  it's  also 
high  risk.  My  lawyers  have  made  as 
much  as  I  have.  " 

But  Goldstein,  who  started  Screw 
magazine  just  ten  years  ago,  says  he  has 


been  a  millionaire  for  some  time  now. 
And  that  goes  to  the  heart  of  the  matter. 
The  sex  business  is  precisely  that — a 
business — and  one  in  which  a  lot  of  mon- 
ey can  be  made.  The  sex  business  made 
Hugh  Hefner  rich,  $1.50-million  rich  at 
last  count.  The  magazine  he  founded. 
Playboy,  was  in  many  ways  among  the 
prime  movers  of  the  sexual  revolution 
that  helped  legitimize  pornography.  His 
success  inspired  a  host  of  imitators,  not 
only  Penthouse ,  whose  circulation  of  4.6 
million  is  second  only  to  Playboy's  5 
million,  and  Hustler,  which  went  from 
160,000  to  over  2  million  circulation  in 
three  years,  but  a  host  of  others:  Gallery, 
which  had  the  backing  of  F.  Lee  Bailey 
as  Genesis  had  that  of  Benihana  tycoon 
Rocky  Aoki;  Club,  Oui,  Chic;  and  a 
group  of  more  recent  and  unexpectedly 
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raunchy  entrants:  Hi^,h  Society,  Velvet, 
Eros  and  Cheri. 

Playboy  and  its  imitators,  expensive- 
looking  and  expensive  to  produce,  com- 
mand the  highest  prices  ever  charged  by 
hirge  circulation  magazines  in  publishing 
history — these  days  an  average  of  $2  a 
copy.  Life,  when  it  expired  as  a  regular 
periodical,  fetched  only  50  cents. 

The  central  element  in  the  sex-orient- 
ed magazine  business  is  that  sky-high 
cover  price.  Individual  arrangements 
vary,  but  in  general  the  publisher  retains 
close  to  50%  of  the  cover  price.  Another 
5%  or  so  goes  to  the  national  distributor, 
with  the  rest  split  between  the  regional 
wholesaler  and  retailer.  These  percent- 
ages are  not  appreciably  different  from 
what  other  major  magazines  offer,  but 
other  things  being  ecjual,  to  a  retailer. 


30%  of  $2  is  twice  as  nice  as  30%  of  the 
$1  that  Time,  Newsweek  or  Sports  Illus- 
trated sell  for.  So  the  newsdealers  have 
plenty  of  incentive  to  promote  these 
magazines.  And  they  do.  Today  30%  of 
all  newsstand  sales  come  from  periodi- 
cals that  only  20  years  ago  might  not 
lawfully  have  been  there  at  all. 

The  profits  are  large  enough  to  as- 
suage even  the  most  puritan  conscience. 
Pressmen  walked  off  the  job  when  Iowa's 
staid  old  Meredith  Corp.  (Better  Homes 
b-  Gardens)  picked  up  the  Penthouse 
printing  contract  two  years  ago,  but  with 
a  multimillion-dollar  contract  at  stake, 
Meredith  told  the  pressmen  to  get  back 
to  their  job  or  look  for  another.  They 
went  back. 

Corporate  America  has  pretty  much 
shied  away  from  any  direct  involvement 


in  the  skin-magazine  business.  Most 
companies  with  large  printing  operations 
live  in  terror  of  some  outraged  stock- 
holder storming  into  their  annual  meet- 
ing waving  a  copy  of  a  skin  magazine  hot 
off  its  press.  Philadelphia-based  ARA 
Services,  the  U.S.'  largest  magazine 
wholesaler,  inevitably  handles  a  large 
proportion  of  such  publications.  In  def- 
erence to  the  attitudes  of  the  communi- 
ties it  serves,  ARA  requires  its  distribu- 
tors to  enclose  most  of  the  magazine 
titles  in  opaque  plastic  wrappers.  "One 
of  the  reasons  we're  especially  sensi- 
tive, "  says  George  Epstein,  head  of 
ARA's  periodical  distribution  division, 
"is  that  we're  a  public  company.  "  Faw- 
cett,  which  distributes  High  Society,  a 
skin  magazine  published  by  porn-movie 
star  Gloria  Leonard,  is  becoming  more 
sensitive  now  that  they're  owned  by  a 
big  public  company  like  CBS. 

For  the  moment,  at  least,  the  men's 
magazine  business  seems  to  have  peaked 
out.  Playboy's  average  circulation  has 
been  declining  for  five  years — from  7 
million  in  the  last  half  of  1972  to  little 
more  than  5  million  in  1977.  Viva  and 
Playgirl  have  been  declining  since  1974, 
and  in  the  last  half  of  1977  sales  were  off 
again  for  all  the  major  titles  except  Pent- 
house and  Gallery.  Hustler's  circulation 
in  particular  has  taken  an  ominous 
slide — from  just  under  2  million  in  the 
last  half  of  1976  to  1.7  million  last  year. 

But  don't  conclude  from  this  that  por- 
nography is  peaking;  the  evidence  is  all 
to  the  contrary.  The  business  is  simply 
getting  more  competitive — and  more  di- 
versified. There  are  more  bidders  for  the 
porno  patron's  dollar.  Though  film- 
makers like  Russ  Meyer  (see  box,  p.  92) 
succeeded  in  distributing  soft-core  porn 
to  the  conventional  movie  market  as  far 
back  as  the  late  Fifties,  it's  only  in  the 
last  few  years  that  the  adult  film  has 
emerged  as  a  mass-entertainment  medi- 
um and  as  a  real  competitor  to  Playboy 
and  Penthouse .  Until  a  few  years  ago  the 
business  consisted  primarily  of  16-mm 
cheapies  made  on  a  shoestring  by  ama- 
teurs for  as  little  as  $4,000  apiece. 

But  no  more. 

What  happened  was  that  an  upwardly 
mobile  ex-hairdresser  from  Queens 
named  Gerard  Damiano  made  a  35-mm 
movie  called  Deep  Throat  and  demon- 
strated for  the  first  time  it  was  possible  to 
reach  a  mass  audience  with  a  hard-core 
film.  Made  in  1972  for  something  like 
$25,000,  Deep  Throat  has  since  grossed 
some  $50  million  worldwide,  with  re- 
turns still  coming  in,  and,  in  the  process, 
set  the  trend  that  drove  the  16-mm 
cheapies  out  of  the  business. 

The  instant  notoriety  that  Deep 
Throat  achieved  made  it  a  kind  of  "me- 
dia event."  It  became  respectable,  or  at 
least  chic,  for  people  aspiring  to  be  "with 
it "  to  go  to  an  adult  film  house — if  for 
nothing  else,  to  find  out  what  all  the  fuss 


was  about.  Having  gone  once,  they  came 
back  for  more.  Deep  Throat  not  only 
created  a  new  audience,  but  a  porno-star 
sy.stem  (Linda  Lovelace,  Harry  Reems) 
as  well,  and  put  X-ratcd  movies  into  the 
big  money  for  the  first  time. 

The  profit  potential  inherent  in  adult 
films  is  awesome.  According  to  David  F. 
Friedman,  chairman  of  the  260-member 
Adult  Film  Association  of  America,  it 
costs  an  average  of  $115,000  to  bring  in  a 
porno  film  these  days,  including  $40,000 
for  promotion  and  prints,  and  the  aver- 
age film  will  return  $300,000  to  the  pro- 
ducers within  18  months — for  a  not- 
quite-200%  return  on  investment.  That's 
the  average.  Films  like  The  Devil  in  Miss 
Jones,  Behind  the  Green  Door  and  Misty 
Beethoven  have  returned  millions.  And 
the  life  expectancy  of  a  hard-core  movie 
is  considerably  longer  than  the  conven- 
tional film,  which  may  die  within  a  few 
months.  Five  years  after  its  initial  re- 
lease, a  reedited  and  somewhat  less 
shocking  version  of  Deep  Throat  is  still  a 
box  office  smash. 

As  head  of  Entertainment  Ventures, 
the  oldest  adult  film  company  in  the 
business,  Friedman  has  been  turning  out 
pornographic  movies  for  years,  including 
Seven  Into  Snowy,  a  porn  version  of 
Snow  White,  and  Close  Call,  a  porn  ver- 
sion of  A  Chorus  Line.  Friedman  ex- 
plains that  certain  costs — film  stock,  pro- 
cessing, equipment  rentals  and  so  on — 


are  no  less  for  a  $200,000-budget  adult 
film  like  Misty  Beethoven  than  they  are 
on  a  $25-miIli()n  blockbuster  like  Jatvs  2. 
But  where  Jaws  2  took  months  to  film 
with  a  lot  of  expensive  talent,  it  takes 
only  two  weeks  to  make  a  Misty  Beetho- 
ven with  nonunion  crews,  a  writer,  di- 
rector and  cast  that  cost  a  fraction  of  what 
even  a  second-tier  star  like  Jaws'  Roy 
Scheider  commands.  And  the  porn  di- 
rector shoots  only  two  feet  of  film  for 
every  one  used,  as  against  four,  six  or 
eight  feet  for  the  conventional  feature. 
Says  Friedman,  "It's  a  very  hard  busi- 
ness to  lose  money  in.  " 

About  125  feature  films  will  be  made 
this  year,  most  of  them  by  independent 
producers.  But  there  are  moguls,  of 
sorts,  at  large  these  days.  In  Los  Angeles 
there's  not  only  Friedman's  Entertain- 
ment Ventures  but  also  Essex  Films, 
which  turns  out  maybe  a  dozen  a  year.  In 
New  York  there  is  Mature  Pictures, 
which  turns  out  two  or  three  every  year, 
and  Audubon  Films,  which  makes  one  or 
two  hard-core  films  a  year  under  the 
name  of  Henry  Paris,  soft-core  films  un- 
der that  of  Radley  Metzger. 

As  in  men's  magazines,  the  profit  mar- 
gins are  so  wide  that  everybody  cashes  in 
all  the  way  down  the  line:  producer, 
distributor  and  exhibitor.  "X-rated  prod- 
uct, "  says  one  southern  theater  operator, 
"is  probably  the  only  film  product  you 
can  make  a  profit  on  anymore.  On  regu- 


lar films,  most  of  the  profit  comes  from 
the  concession  business:  popcorn,  can- 
dy. But  X-rated  customers  are  very  poor 
on  concessions  We're  in  the  X-rated 
product  because  it's  business,  and  good 
business,  and  in  some  instances  our  the- 
aters wouldn't  be  viable  with  any  other 
type  of  product.  In  our  theaters,  porno- 
graphic movies  are  like  50%  more  profit- 
able than  regular  movies." 

As  this  southerner  well  knows,  the 
real  advantage  is  that  with  X-rated  mov- 
ies the  theater  owner  has  the  upper  hand 
in  bargaining  with  the  distributor.  Con- 
ventional movies  are  in  such  short  sup- 
ply that,  with  a  hit  film  like  Star  Wars, 
the  distributor  commands  70%,  80% 
even  90%  of  the  theater  gross  (after  the 
overhead  is  covered).  But  in  adult  film 
there  is  now  more  product  available  than 
theaters  to  show  it,  so  more  leverage  lies 
with  the  exhibitor.  In  the  Washington, 
D.C.  area,  for  example,  there  are  only  5 
adult  screens  out  of  200.  Nationwide 
there  are  780  out  of  16,827.  So  the  result 
is  that  in  New  York  the  adult  film  houses 
reduce  the  distributors'  cut  to  50%,  and 
in  Los  Angeles  and  in  most  other  parts  of 
the  country  to  35%  and  sometimes  con- 
siderably less  than  that. 

The  market  for  all  manner  of  sexually 
explicit  films  seems  certain  to  grow,  not 
least  because  the  line  between  hard-core 
and  conventional  films  is  beginning  to 
blur.  The  Hollywood  product  is  getting 


Growth  Business 


Repackaging  for  a  boom. 


"I  can't  wait  for  the  federal  govern- 
ment to  come  in  and  say  I  have  a 
monopoly,"    says    Ron  Braverman. 

"That's  as  far  as  I  want  to  go.  " 

Braverman  is  vice  president  and 
operating  head  of  North  Hollywood's 
Marche  Manufacturing,  and  his 
would-be  monopoly  is  in  what  is 
sometimes  delicately  known  as  sexual 
aids:  dildos,  creams,  lubricants,  rub- 
ber goods,  vibrators  and  massagers. 
Dildos  used  to  be  the  mainstay  of 
Marche  s  business,  but  they're  losing 
importance  beside  the  booming  de- 
mand for  vibrators  and  massagers. 

"We  have  taken  a  line  of  merchan- 
dise, "  Braverman  says,  "and  given  it  a 
trademark:  Doc  Johnson  Products, 
We  developed  the  name  four  or  five 
years  ago.  You  go  in  to  buy  tooth- 
paste, you  don  t  say  toothpaste,  you 
say   CJrest.    We  want  people  to  say 

Doc  Johnson.'  We  thought  Johnson 
was  a  universal  t\pe  of  name  that 
people  will  relate  to.  The  Doc  gave 
the  name  credibility.' 

Traditionally  Marche  has  sold  its 
output  to  mail-order  outfits  like 
Hustler's  Leasure  Time  Products  or 
Frederick's  of  Hollywood,  or  to 
wholesalers  who  funnel  it  into  sex 


shops  like  the  Pleasure  Chest  chain  or 
adult  bookstores  like  those  Reuben 
Sturman  runs  under  the  Doc  Johnson 
rubric.  But  now  Braverman  is  repack- 
aging his  line  to  make  Doc  Johnson 
Products  acceptable  at  retail  counters 
all  over  the  U.S. — beauty  shops,  drug 
chains  and  supermarkets.  The  emer- 
gence of  large  chain  stores  has  already 
gotten  items  like  Tanipax  and  con- 
doms out  from  under  the  counter, 
and  Braverman  doesn't  see  why  the 
same  thing  can't  happen  with 
Marche  s  line — if  they  are  tastefully 
packaged.  Massagers,  which  Marche 
markets  in  competition  with  General 
Electric,  Hitachi  and  Water  Pik,  are 
already  gaining  acceptance,  with  vi- 
brators just  a  little  behind.  "Once  we 
have  public  acceptance,"  Braverman 
says,  "we're  going  to  make  an  entire 
line  of  products  available.  " 

It  costs  Marche  $2  to  import  and 
repackage  one  of  its  basic  seven-inch 
elite  vibrators,  and  it  sells  this  at 
$3.60  to  the  retailer  who  marks  it  up 
to  $7.95  or  more.  Braverman  expects 
to  do  over  $2.5  million  this  year,  up 
from  $250,000  when  he  took  over. 
Which  makes  Doc  Johnson  a  nice  lit- 
tle growth  business.  — J.C. 


more  explicit — witness  Jon  Voight's  oral 
sex  scene  in  Coming  Home,  an  R  not  an 
X-rated  film.  At  the  same  time,  the  hard- 
core product  is  getting  some  class,  with 
more  emphasis  on  story  and  production 
values.  Many  producers  these  days  are 
making  their  films  in  two  or  even  three 
versions — hard  core,  soft:  core  and  R — so 
that  their  films  can  play  in  a  variety  of 
markets. 

"It's  almost  like  making  three  pictures 
at  once,  "  says  Mature  Pictures'  Presi- 
dent Robert  Sumner,  who's  just  getting 
his  new  film.  Take  Ojf,  into  release. 
Take  Off  is  symptomatic  of  what's  hap- 
pening to  hard-core  films.  Stylishly  pho- 
tographed and  handsomely  produced,  it 
has  a  fairly  well-developed  story  line, 
suggested  by  The  Picture  of  Dorian 
Gray,  and  it  imposes  a  pastiche  of  Holly- 
wood films  and  film  actors  over  the  past 
60  years — Cagney,  Bogart,  Brando, 
Gould — on  the  usual  pornographic  con- 
frontations. Take  Off  cost  $225,000,  and 
Sumner's  confident  the  film  in  its  three 
versions  will  eventually  yield  him  $3  mil- 
lion to  $4  million  after  costs  on  a  box- 
office  gross  of  $12  million  to  $20  million. 
Which  would  make  it  the  most  successful 
porn  film  since  Deep  Throat.  Producer's 
hype?  Probably.  But  Sumner  has  already 
sold  the  German  rights  for  $100,000  and 
the  film  has  grossed  $288,000  in  its  first 
six  weeks  at  theaters  in  six  cities  around 
the  country. 


Sumner  believes  it  to  be  inevitable 
that  the  major  motion  picture  companies 
will  themselves  start  turning  out  explicit 
sex  films.  He  may  be  right.  Paramount,  a 
subsidiary  of  Gulf  &  Western,  did  not 
hesitate  to  distribute  the  soft-core  Ein- 
manuelle.  Penthouse  has  a  $16-million 
hard-core  version  of  Gore  Vidal's  Caligu- 
la already  in  the  can,  with  a  cast  that 
includes  Peter  O'Toole,  John  Gielgud 
and  Malcolm  McDowell. 

The  hottest  topic  in  the  movie  busi- 
ness these  days  is  videotape,  and  the 
hottest  thing  in  videotape  is  X-rated 
movies.  So  far  a  dozen  or  so  companies 
have  entered  the  field,  including 
Sumner's  Quality  X  Video  Tape  and 
Friedman's  TVX  tapes,  offering  X-rated 
cassettes  for  showing  on  home  television 
sets.  Sumner  got  into  the  business  early 
last  spring — at  a  cost  of  $75,000 — with 
the  only  system,  he  says,  that  cannot  be 
pirated.*  With  a  library  of  40  X-rated 
films  (Xaviera  Hollander,  Naked  Came 
the  Stranger,  Rel  Ami,  among  others), 
Sumner  has  been  getting  70  incjuiries  a 
day  since  he  ran  his  first  ad  in  Hustler 


*Swnner  pays  royalties  on  a  safeguard  de- 
vice which  adds  three  electronic  signals  to 
each  tape  Quality  X  Video  Tape  markets.  The 
.signals  do  not  interfere  with  normal  playback 
of  the  tapes  over  a  TV  set,  hut  scramble  the 
picture  if  the  set  is  moved  into  the  record 
petition. 


and  has  already  recovered  his  initial  in- 
vestment. The  future,  Sumner  believes, 
is  in  video  disks  rather  than  tape,  but 
until  then  he's  hoping  to  clean  up — 
selling,  at  $110  each,  tapes  that  cost  him 
just  $56  to  produce. 

"At  least  10%  of  the  people  who  buy 
tapes,  "  David  Friedman  figures,  "will 
want  a  collection  of  hard-core  films  for 
their  libraries.  It's  an  absolute  natural  for 
homes,  for  parties,  when  the  boys  come 
over  for  a  beer.  The  man  who  buys  a  copy 
of  Patton  may  look  at  it  one  or  two  times, 
but  one  who  buys  Seven  Into  Snowy  is 
going  to  look  at  it  10  or  15  times." 

Magazines,  films,  videotapes — all 
these  amount  merely  to  the  most  visible 
part  of  the  X-rated  economy.  The  bulk  of 
the  sex  industry  operates  underground, 
where  hundreds  and  even  thousands  of 
small  producers — print  shops,  film  pro- 
cessors, publishers,  filmmakers,  photog- 
raphers— feed  a  vast  distribution  system 
that  reaches  into  thousands  of  adult 
bookstores  and  peep  shows  across  the 
country.  The  profitability  varies  consid- 
erably from  product  to  product,  and 
from  one  point  in  the  marketing  system 
to  another.  But  even  at  its  worst,  it's  still 
considerable. 

The  least  profitable  product  at  present 
is  probably  the  pornographic  paperback. 
The  production  economics  of  porno- 
graphic publishing  are  the  same  as  in  any 
other  kind  of  publishing.  Because  their 


Losing  Battle 


Beveblv  Hills  lawyer  Elliot  Abel- 
son  has  represented  a  substantial 
number  of  pornographers;  the  owners 
of  Deep  Throat  and  The  Devil  in  Miss 
Jones,  Los  Angeles'  Parliament 
News,  as  well  as  some  of  Reuben 
Sturman's  far-flung  interests.  "Cer- 
tain parts  of  the  country  are  uptight 
about  pom,"  Abelson  says,  "and  even 
within  states  attitudes  differ."  Los 
Angeles  is  so  rough  that  filmmakers 
have  moved  to  San  Francisco,  where 
it's  virtually  impossible  to  convict 
anyone  for  anything.  "Tucson  is  cool. 
Phoenix  is  hot.  Dallas  is  hot,  Houston 
is  not.  If  you're  in  L.A.  city,  things 
are  hot.  If  you're  in  L.A.  county, 
they  re  not.  And  so  it  goes.  " 

The  legal  logic  of  the  situation, 
.Mn-lson  argues,  is  that  if  it  is  legal  to 
possess  pornography,  and  it  is,  then  it 
ought  to  be  legal  to  sell  it.  But  that's  a 
rationale  the  Supreme  Court  has  not 
\(  t  accepted  and  isn't  likely  to  any 
time  .soon.  But  the  balance  is  a  deli- 
cate one.  "There  are  five  judges  on 
the  U.S.  Supreme  Court  who  are  say- 
ing pornography  is  a  no-no,"  says 
Abelson,  "and  until  one  of  those  jus- 
tices leaves  the  bench,  the  law  will 
not  move  or  change." 


The  fight  against  pornography, 
Abelson  says,  is  not  only  a  losing  one, 
it's  also  costing  the  taxpayers  a  great 
deal  of  money.  He  estimates  that 
prosecuting  pornography  costs  Los 
Angeles  $1  million  a  year,  and  that 
nationwide  the  figure  runs  as  high  as 
$50  million,  with  an  additional  $20 
million  spent  in  defending  the  ac- 
cused. "There's  no  doubt  that  the 
attorneys  defending  pornography 
have  had  a  tremendous  advantage. 
The  prosecutor  must  prove  not  only 
that  the  defendant  did  it,  but  also  that 
what  he  did  was  wrong.  Secondly,  the 
attorneys  defending  porn  have  been 
doing  it  for  a  number  of  years,  and 
that's  all  they  do.  I  can  try  a  pornogra- 
phy case  without  a  note  because  I've 
done  it  so  often.  But  I've  come  across 
so  many  prosecutors  trying  their  first 
case  who  didn't  know  what  they  were 
doing.  When  the  client  has  enough 
money  to  pay  for  expert  witnesses, 
we  win  90%  of  the  cases.' 

Abelson  has  seen  the  situation  from 
both  sides  of  the  fence.  Until  eight 
years  ago,  he  was  a  district  attorney  for 
Los  Angeles  County  and  then  gave 
that  up  for  a  chance  at  the  big  money 
in  defending  pornography.  — J.C. 
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Porn  lawyer  Elliot  Abelson 
Mere  logic  is  not  enough. 
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press  runs  are  relatively  small,  porno- 
graphic paperbacks  are  generally  more 
costly  to  produce  than  mass-market  pa- 
perbacks. At  the  same  time,  competition 
has  eliminated  the  premium  price  that 
paperback  publishers  used  to  enjoy,  so 
their  margins  are  painfully  squeezed. 

Many  of  the  independents  have  long 
since  been  absorbed  by  the  big  distribu- 
tors. One  survivor  is  Midwood  Books,  an 
arm  of  New  York-based  Tower  Publica- 
tions, which  produces  the  Belmont- 
Tower  and  Leisure  Books  lines  of  mass- 
market  paperbacks  as  well  as  a  handful  of 
magazines,  and  which  still  manages  to 
make  money  on  them.  Midwood  oper- 
ates almost  like  a  paperback  magazine. 
Its  writers  will  grind  out  a  pornographic 
novel  for  a  flat  fee  of  $1,000  to  $1,500. 
Midwood  publishes  16  titles  a  month — 
192  a  year — bearing  titles  like  Naked 
Caller,  Teen  Tramp  and  Bloto  by  Blow. 
Each  book  runs  around  200  pages,  costs 
about  25  cents  a  copy  to  produce  and 
sells  about  40%  of  its  20,000-copy  press- 
run  at  $2.25  a  copy  retail. 

The  really  big  moneymaker  in  the  sex 
business  is  the  peep  show — a  16-minute 
loop  of  8-mm  pornographic  film  which 
the  customer  views  in  2-minute  seg- 
ments as  he  pumps  quarter  after  quarter 
into  the  peep  machine.  The  machines 
are  made  by  outfits  like  Louisville,  Ky.'s 
Urban  Industries.  They  cost  little  to  pro- 
duce— maybe  $300.  They  cost  less  to 
maintain — an  occasional  light  bulb  and  a 
change  of  film  every  two  weeks.  They 
generally  live  rent-free  in  the  adult 
bookstore  they  occupy.  The  film  loops 
they  use  cost  maybe  $3  to  produce. 

"There  are  companies,"  says  Captain 
Jack  Wilson,  recently  retired  command- 
ing officer  of  the  Los  Angeles  Police 
Department's  Administrative  Vice  Divi- 
sion, "that  will  provide  the  arcade  booth, 
a  change  of  movie  and  even  mop  the 


floors  once  in  a  while.  You  [the  store 
owner]  have  no  capital  investment,  and 
you  get  50%  of  the  take.  It's  a  cash 
business.  "  Wilson  says  there  are  945 
such  machines  in  the  city  of  Los  Angeles 
that  take  in  on  average  $75  a  week — $120 
a  week  in  a  good  location — or  $3.7  mil- 
lion a  year. 

As  legal  and  community  standards 
have  grown  more  permissive,  pornogra- 
phy has  been  evolving  slowly  but  surely 
into  a  more  sophisticated  and  more  con- 
centrated business.  What  began  as  fairly 
simple  distribution  systems  have  tended 
to  grow  into  larger  integrated  enter- 
prises. At  the  center  has  been  the  dis- 
tributor, with  the  capital  to  finance  pub- 
lishers, filmmakers  and  store  owners.  In- 
evitably this  had  led  them  forward  into 
retailing  and  backward  into  production. 
In  the  U.S.  market,  U.S.  entrepreneurs 
have  taken  over.  "At  one  point,  '  says  a 
U.S.  Customs  official,  "most  of  our  por- 
nography came  from  foreign  sources. 
Now  the  U.S.  can  outporn  any  country 
in  the  world.  ' 

Competition  is  everywhere  now.  Says 
Beverly  Hills  porn  lawyer  Elliot  Abel- 
son,  "Some  very  sophisticated  people 
who  knew  how  to  market,  how  to  pack- 
age, how  to  cut  costs,  came  into  the 
business.  A  small  stag  movie  used  to  sell 
for  $50.  The  price  went  down  to  $12.95.  " 

The  biggest  porn  entrepreneur  in  the 
U.S.  was,  until  recently,  Michael  G. 
Thevis,  46,  Atlanta  millionaire,  purport- 
ed Carter  campaign  contributor  and  con- 
victed pornographer,  who  walked  out  of 
jail  in  Indiana  last  April,  a  day  or  two 
before  he  was  indicted  for  arson  and 
murder,  and  disappeared.  At  this  writ- 
ing, he  is  still  at  large.  A  North  Carolina 
boy,  Thevis  started  out  with  a  single 
newsstand  in  Atlanta,  discovered  that  his 
public  had  an  appetite  for  sexually  ori- 
ented material,  and  over  the  years  built  a 


$100-million  pornographic  empire.* 

Thevis  operated  out  of  a  building  oc- 
cupying one  square  block  of  downtown 
Atlanta — a  factory  devoted  to  the  mass 
production  of  pornography,  with  print- 
ing presses,  film-processing  laboratories, 
screening  rooms,  warehousing  facilities. 
By  the  time  he  went  to  jail  in  1974, 
convicted  of  transporting  obscene  mate- 
rials across  state  lines,  Thevis  claimed  to 
have  sold  his  interests  in  his  pornograph- 
ic enterprises  to  a  former  employee,  La- 
Verne  Bowden.  Law  enforcement  offi- 
cials have  never  believed  him.  In  any 
case,  his  firm,  Peachtree  Discount  Dis- 
tributors, is  still  busy  as  ever.  An  old 
girlfriend  and  former  secretary,  Patricia 
McLean,  has  taken  over  as  president  of 
Global  Industries,  a  holding  company  for 
his  more  legitimate  businesses. 

Thevis'  counterpart  on  the  West  Coast 
was  Milton  Luros.  A  onetime  art  director 
for  a  number  of  skin  publications,  Luros 
moved  into  the  big  time  by  pirating  the 
line  of  literary  pornography  that  French 
publisher  Maurice  Girodias  (whose 
Olympia  Press  first  published  Nabokov's 
Lolita,  Henry  Miller's  Tropic  of  Cancer) 
introduced  into  the  U.S.  in  the  late  Six- 
ties. At  one  time,  Luros  had  a  printing 
plant  in  Chatsworth,  Calif  second  only 
to  that  of  the  Los  Angeles  Times.  When 
Luros  was  indicted  in  1974  on  a  pornog- 
raphy charge,  he  agreed  to  plead  guilty  if 


*Ironically,  Atlanta  is  the  scene  of  a  back- 
lash of  sorts,  at  least  from  sorne  quarters  of  its 
officialdom;  last  month,  its  county  solicitor 
secured  warrants  for  the  arrests  of  Hefner, 
Guccione  and  the  publisher  of  Hefner's  Oui 
on  misdemeanor  charges  of  distributing  ob- 
scene materials.  The  prosecutor  said  he  would 
ask  Georgia  Governor  George  Busbee  to  seek 
extradition  if  necessary. 


Pornographer  Michael  Thevis 


Jail  was  much  too  confining. 


the  government  dropped  the  charges 
against  his  wife.  (Friends  always  thought 
she  was  the  real  brains  of  the  business.) 
Having  been  given  three  years'  proba- 
tion and  a  $5,000  fine,  Luros,  Hke  Thevis 
before  him,  has  been  liquidating  his  em- 
pire. He  sold  Parliament  News,  key- 
stone of  his  operation,  to  a  former  execu- 
tive, Paul  Wisner,  but  at  least  one  unit — 
a  theater  chain  called  Erotic  Words  & 
Pictures — has  gone  to  an  outsider,  a 
Cleveland  sex  merchant  named  Reuben 
Sturman. 

With  Thevis  gone  underground,  and 
with  Luros  watching  his  step,  Reuben 
Sturman  now  ranks  as  the  number  one 
merchant  of  sex  in  the  U.S.  Having  got 
his  start  peddling  second-hand  comic 
books,  Sturman  now  operates  out  of  a 
large  three-story  brick  warehouse  in 
Cleveland's  black  ghetto.  Sturman's 
company,  Sovereign  News,  encompasses 
distribution  operations  in  most  major 
cities  in  the  East  and  Midwest.  In  addi- 
tion, he  operates  a  chain  of  peep  shows 
under  the  name  of  Western  Amuse- 
ments, manufactures  his  own  peep  ma- 
chines (Automatic  Vending),  provides 
lie-detector  tests  for  employee  security 
(National  Polygraph),  distributes  and 
manufactures  marital  aids  (Doc  Johnson 
Products  and  Marche  Manufacturing), 
owns  one  of  the  more  successful  new 
men's  magazines  (Eros),  distributes  the 
Lasse  Braun  films  for  Dutch  pornogra- 
pher  Albert  Ferro  and  runs  a  chain  of 
800  retail  bookstores  in  60  cities,  50 
states  and  40  foreign  countries. 

Under  Sturman,  the  adult  book  shop 
has  become  a  clean,  well-lighted  place. 
"In  our  stores,  "  he  once  told  a  board 
meeting,  "  clerks  should  be  upgraded  in 
intelligence,  appearance,  etc.  .  .  .  Our 
key  store  in  an  area  will  be  known  as  a 


Screw'.v  publisher  A/  Goldstein  and  his  newest  magazine 

He  turned  $150  into  a  multimillion-dollar  publishing  empire. 


Doc  Johnson  store.  It  will  be  upgraded 
as  far  as  interior,  etc.  "  He  is  bullish  on 
the  U.S.  porn  market,  and  he  thinks  he 
knows  how  to  make  the  most  of  it.  "The 
future,  "  he  says,  "is  in  audiovisual  tape.  " 

What  worries  law-enforcement  people 
these  days — state  and  local  police,  and 
the  FBI — are  the  unmistakable  signs  of 
organized  crime's  growing  interest  in  the 
porn  business.  What  really  opened  the 
industry  to  the  godfathers  was  the  in- 
creasingly difficult  time  legitimate  oper- 
ators had  in  determining  what  was  legal- 
ly obscene  and  what  was  not.  Al  Gold- 
stein frankly  admits  he  turned  to  Star 
Distributors  and  Astro  News,  two  outfits 
controlled  by  organized  crime,  because 
he  was  unable  to  find  a  legitimate  dis- 
tributor willing  to  handle  Screw.  '"The 


Hustler  s  Larry  Fhjnt  and  his  wife,  Althea  Leasure 


Already  born  again,  Flynt  blamed  the  CIA  for  his  attempted  murder. 


mob  influence  in  distribution,  "  Gold- 
stein says,  "is  there  because  nobody  else 
wants  to  be  in  the  business."  Goldstein's 
view  was  confirmed  in  the  1976  Report 
of  the  Task  Force  on  Organized  Crime  of 
the  National  Advisory  Committee  on 
Criminal  Justice  Standards  and  Goals. 
"  Because  legitimate  distributors  were 
reluctant  to  handle  such  potentially  il- 
legal material,  "  the  report  said,  "orga- 
nized crime  moved  in;  first,  in  the  distri- 
bution of  pornography,  and  then  into  all 
aspects  of  the  industry,  literature  and 
films  of  all  types  and  their  production, 
wholesaling  and  retailing.  " 

The  most  notorious  presence  right 
now  is  Screw's  national  distributor.  New 
York's  Star  Distributors,  Ltd.,  which  a 
decade  or  so  ago  fell  under  the  domina- 
tion of  Robert  (Debe)  Di  Bernardo,  a 
member  of  New  Jersey's  DeCavalcante 
crime  family.  Star  operates  out  of  a  mas- 
sive warehouse  on  Lafayette  Street  on 
the  edge  of  New  York's  Little  Italy,  in  a 
building  which  it  shares  with  a  number 
of  related  businesses,  including  Di  Ber- 
nardo's local  distributing  organization, 
Bonate,  Inc.,  and  the  New  York  branch 
of  Thevis'  Atlanta  operation.  As  a  distrib- 
utor, Star  specializes  in  hard-core  mate- 
rial, while  an  associated  company.  Mod- 
el, handles  soft  core. 

Star  started  out  as  a  producer  of  nudie 
and  girlie  magazines,  according  to  a  re- 
port of  the  State  of  New  York  Commis- 
sion of  Investigation,  and  was  headed  for 
bankruptcy  when  Debe  Di  Bernardo 
took  over  as  president  of  the  company. 

Though  he  had  run  only  a  wheel-align- 
ment shop  until  then,  Di  Bernardo  pro- 
ceeded to  revamp  the  company.  Star's 
cash  position  mysteriously  improved, 
and  it  began  acquiring  adult  bookstores 
in  New  York  and  Philadelphia.  These 
stores  quickly  won  a  competitive  edge  by 
being  able  to  get  the  newest  material 


Where  The  Money  Is 


What's  it  like  running  an  adult  bookstore  in  New  York's 
midtown  entertainment  district?  Listen  to  Vic  Kice,  a 
tough,  fast-talking  cop  who  used  to  run  one  as  an  under- 
cover agent  for  the  New  York  Police  Department: 

"I  had  a  store  in  the  area  foi  a  \  car.  We  had  a  very  bad 
spot.  It  was  down  by  Tcntli  Avenue.  The  business  is  up 
there  by  T  Scjuare.  When  I  had  my  store,  the  bookstore 
was  up  front,  the  machines  was  in  the  middle  and  the 
massage  i)arlors  in  the  back.  I  just  had  the  bookstore. 
Somebody  else  had  the  machines.  Somebody  else  had  the 
massage.  Everything  was  owned  separately.  The  book- 
stores and  peep  shows  and  massage  parlors  are  separate 
lines  of  business.  You  don't  see  the  same  people.  You 
don't  see  the  bookstore  fellows  go  into  the  massage  parlor. 

T  got  my  store  from  one  of  the  guys  up  there.  I  had  to 


Adult  bookstore  and  peep  show 


Pornography's  biggest  gold  mine. 


pay  him  rent — $125  a  week.  I  got  to  have  help,  so  I  had  to 
pay  this  guy  $30.  You  paid  the  guy  by  the  day,  you  paid 
the  rent  by  the  week.  In  cash.  Everything  in  cash.  I  never 
got  a  receipt  for  my  rent,  never  a  receipt  for  the  stuff  I  had 
out.  The  average  that  we  used  to  make  was  something  like 
$200  a  day.  $200  was  our  profit.  Not  every  day.  It  aver- 
aged like  that.  My  store  was  open  24  hours.  We  had  the 
girls  in  the  back,  so  we  didn't  close  10,  12  o'clock. 

'  I  got  the  stuff  from  various  distributors.  At  that  time  we 
had  about  nine  selling  magazines,  film,  stuff  like  that.  Some 
of  them  would  sell  the  same  thing.  We'd  always  go  for  the 
cheapest.  A  lot  of  them  operated  out  of  the  back  of  the  car. 
They'd  open  the  trunk  of  the  car  and  you'd  look  at  their 
stuff.  You  pay,  say,  $3  for  a  film,  you  sell  the  same  film  for 
$20.  Eight  millimeter,  10-  or  15-minute  things.  For  chil- 
dren, you'd  pay  more,  maybe  $7,  then  you  sell  for  $25. 

"A  lot  of  people  think  books  and  films  is  the  money. 
That's  not  true.  The  money  is  in  the  machines.  I  could 
take  a  guess  with  the  machines  and  what  the  girls  made  in 
the  back.  The  machines  made  more  money  than  the  girls. 
They  have  these  loops  and  you  spend  ten  quarters  for  the 
whole  thing.  A  machine  takes  in  $200  a  day,  one  machine, 
depending  on  how  good  the  machine  is.  The  average  store 
has  40  or  50.  They  come  in  every  hour,  every  two  hours 
with  buckets,  and  they  empty  them  out.  Take  them  to  the 
banks.  The  machines  is  good  for  you  because  they're 
selling  the  films.  Half  the  stuff  in  the  machines  you've  got 
it  for  sale  in  the  bookstore,  so  if  they  want  to  just  buy  it, 
they  can  buy  it.  It's  like  advertising.  Good  for  business. 

"The  machines  in  my  store  were  from  Marty  Hodas.  He 
would  service  his  machines.  All  I  did  was  hand  out  change 
for  the  machines.  I  had  nothing  to  do  with  the  machines. 
Go  up  to  Marty  Hodas — his  place  of  business,  you  never 
see  him,  you  see  somebody  else.  He  wants  to  find  out  how 
much  business  you're  doing  before  you  get  a  machine  in 
the  store — how  much  you  buy,  how  many  people  come  in. 

"We  thought  there  was  going  to  be  a  lot  of  extortion, 
But  they  don't  care  if  you  opened  a  store  tomorrow. 
You're  not  cutting  into  organized  crime  by  opening  up  a 
store.  Where  organized  crime  comes  in  is  they  don't  want 
any  dupes.  You  could  put  out  a  line  of  stuff  and  have  it 
duped  tomorrow,  and  then  you  wouldn't  have  it.  You're 
selling  a  line  for  $5.  If  I  duped  your  line,  I'd  get  $2  and 
still  make  money,  put  you  right  out  of  business.  So  to 
protect  that  line  you  have  to  go  to  somebody  and  make 
sure  your  line  won't  be  duped.  That's  where  organized 
crime  comes  in.  Making  sure  your  line  is  safe. 

'One  thing.  When  you're  in  the  business,  I  found  out 
you  can't  ask  questions.  A  guy  comes  in  there  with  a  film, 
you  like  it,  you  take  it  from  him,  you  never  ask  him  where 
he  got  it.  If  you  did,  you  didn't  last  long.  I  lasted  a  year 
and  a  half  up  there.  "  — J.C. 


ihead  of  their  independent  competitors. 
Poday,  Star  has  all  the  trappings  of  a 
pornographic  conglomerate,  controlling 
Film-processing  labs,  printing  and  pub- 
lishing operations,  even  filmmaking,  as 
well  as  distribution. 

Police  officers  in  New  York,  Washing- 
ton and  Los  Angeles  believe  that  Di 
Bernardo  controls  Thevis'  operation  in 
\tlanta.  ("Don't  forget,  Mike,  "  a  police 
kviretap  recorded  Di  Bernardo  as  saying 
kvhen  Thevis  boasted  of  owning  90%  of 
the  peep  shows  in  the  country,  "you 
manage  the  machines.  The  family  is  in 


charge.  ")  And  Los  Angeles  Police  De- 
partment officials  are  convinced  that  Di 
Bernardo  has  settled  in  a  big  way  on  the 
West  Coast  where  Milton  Euros  was 
once  the  dominant  factor. 

Though  its  influence  has  waned  con- 
siderably since  1971,  when  Joe  Colombo 
was  shot,  the  Colombo  family  is  the  oth- 
er big  organized  crime  influence  in  New 
York  porn:  in  peep  shows  (through  All- 
state Film  Labs),  in  local  periodical  dis- 
tribution (through  Astro  News)  and  in 
filmmaking  (through  the  Perainos,  who 
helped  bankroll  the  spectacularly  suc- 


cessful and  trend-setting  Deep  Throat). 

Holding  an  uncertain  place  in  the 
present  U.S.  porn  market  is  the  afore- 
mentioned Michael  Zaffarano,  onetime 
bodyguard  for  Mafia  chieftain  Joe  Bo- 
nanno,  proprietor  of  the  Pussycat  The- 
atre in  New  York  and  the  D.C.  Play- 
house in  Washington.  An  associate  of 
Bonanno's  East  Coast  strongman,  Car- 
mine Galante,  Zaffarano  was  convicted 
for  assault  and  robbery  but  has  never 
been  convicted  on  a  pornography 
charge.  He  paid  $1.35  million  for  the 
Pussycat  property  at  49th  Street  and 


Humana's  mission  is  to  deliver 
hospital  services  that  are  un- 
equaled  in  quality  and  produc- 
tivity. To  achieve  this  objective, 
Humana  has  formulated  a  sys- 
tem of  standards  and  practices 
that  is  unique  in  the  industry. 

We  establish  these  standards 
by  identifying  the  values  and 
needs  of  patients  and  physicians 
in  the  critical  elements  in  each  of 
over  thirty  hospital  processes. 
And,  then,  we  constantly  mea- 
sure quality  of  performance  and 
productivity  against  these  stan- 
dards. 

One  example  of  a  standard 
established  from  identifying  a 
patient  need  is  Humana's  emer- 
gency room  standard.  It  requires 
that  each  patient 
be  attended  by  a 
medical  profes- 
sional within 
sixty  seconds  of 
his  arrival  in 
the  emergency 
room. 

Another  exam- 
ple  pertains  to 
medications. 


Standards  establish  stringent 
time  limitations  for  delivery  of 
accurate  medications  to  the  pa- 
tient. 

At  Humana  we  are  totally 
committed  to  achieving  our 
standards.  For  two  reasons: 
more  and  better  care  for  our  pa- 
tients and  solid  profit  growth  for 
our  hospitals. 

Humana  was  founded  in  1961 
and  is  guided  by  the  same  top 
management  team  today  —  a 
team  supported  in  depth  by  ex- 
perienced, professional  man- 
agers and  administrators  at  the 
corporate  and  hospital  levels. 

What  is  our  growth  picture? 
Solid.  Over  56  percent  of  our 
hospital  capacity  is  less  than  five 


A  good  hospital 
puts  treatment  before 
payment  in  the 
emei^ency  room. 

Mk  David  A.  Jones,  Chairman,  Humana,  Inc. 


years  old  and  80  percent  has 
been  built  in  the  last  ten  years. 
So  our  hospitals  are  not  only 
modern,  but  are  benefiting  from 
occupancy  increases  that  usu- 
ally come  with  maturation. 

In  addition,  Humana's  out- 
patient services  are  growing 
even  faster  than  in-patient.  Of 
course,  out-patient  service  re- 
sults in  considerably  greater 
economies  for  the  patient. 

You  will  find  our  financial 
growth  picture  as  solid  as  our 
growth  in  capacity  and  our  lead- 
ership in  setting  standards  for 
patient  care.  In  the  last  five 
years,  Humana  has  achieved  a 
34  percent  compound  annual  in- 
crease in  revenues  and  a  19  per- 
cent increase  in 
annual  net  in- 
come. 

For  more  in- 
formation about 
us,  write  Hu- 
mana Inc.,  1800 
First  National 
Tower,  Dept.  Fl, 
Louisville,  KY 
40201 


lumana 
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MEMO  FROM 

MARSH  &  Mclennan 


The  space  shuttle: 
It  couldn't 
set  off  the  sround 
without  insurance. 

And  what  that 
can  mean  to  you. 


Before  the  space  shuttle  can  be 
economically  feasible,  it  must 
attract  payloads  from  the  pri- 
vate sector. 

But  before  any  commercial  en- 
terprise can  consider  such  a 
venture,  it  must  be  certain  of 
the  availability  of  adequate  in- 
surance protection. 

In  other  words,  insurance  is 
needed.  Moreover,  since  the 
shuttle  is  part  of  an  entirely 
new  transportation  system,  it 
calls  for  the  creation  of  new  and 
flexible  insurance  concepts. 

We're  pleased  to  say  that  lead- 
ing the  way  like  this  has  long 
been  a  Marsh  &  McLennan 
characteristic. 


space  shuttle  means  new  commercial  opportunities,  coupled 
th  new  challenges Jorthe  insurance  industry.  NASA  photograph. 


In  the  case  of  the  space  Shuttle, 
we  started  preparing  for  its  in- 
surance needs  in  1976.  So  now, 
as  its  first  flight  approaches 


reality,  we  are  in  position  to  de- 
fine the  variety  of  exposures 
that  must  be  covered. 

Let's  look 
at  the  record. 

Item:  Many  years  before  com- 
mercial use  of  space  was  a 
reality  we  were  busy  planning 
for  that  day.  Result:  We  were 
ready  with  "launch  failure" 
coverage  when  the  Intelsat  III 
satellites  lifted  off. 

Item:  The  concept  of  "satellite 
life  insurance"  was  developed 
by  Marsh  &  McLennan  and, 
when  the  time  arose,  adopted 
as  needed,  by  various  commer- 
cial communications  satellites: 
Comsat  General's  Marisat,® 
Comstar,®  and  RCA's  Satcom  ® 

Item:  Today  we're  looking  be- 
yond 1980  to  the  time  when 
small  and  large  industries. 


hospitals,  and  universities  will 
need  insurance  protection  for 
the  many  space  activities  now 
on  the  drawing  board.  When 
orbiting  stations  become  the 
location  for  ball  bearing  man- 
ufacture or  spinal  fusion  opera- 
tions or  ^he  formulation  of 
chemical  compounds— a  ntw 
era  of  insurance  will  dawn,  and 
we'll  be  ready. 

Risk  management  for  aero- 
space enterprises  is  one  of  the 
most  challenging  in  the  insur- 
ance industry.  But  our  ac- 
knowledged leadership  in  this 
area— aircraft  industry  product 
liability,  airline  and  general 
aviation  insurance,  space  risks 
—  is  just  one  of  many  insurance 
areas  in  which  we've  earned 
a  reputation  for  pioneering. 

Anticipation  of  constantly 
changing  needs  is  one  clear  way 
to  make  certain  that  sound 
programs  are  in  place  when  the 
call  comes. 

Keeping  up  with 
the  pace  of  change. 

As  new  technology  creates  new 
challenges.  Marsh  &  McLennan 
has  been  called  upon  to  inno- 
vate and  break  ground  where 
no  other  insurance  broker 
has  gone  before. 

But  innovation  is  just  one  of 
the  reasons  we've  gained  our 
reputation  as  a  leader  in  the 
insurance  industry. 

We're  also  a  leader  when  it 
comes  to  changes  that  mean 
better  customer  service.  Each  of 
our  clients  is  viewed  as  a  new 
challenge,  calling  for  new  think- 


ing and  individual  attention. 
The  result:  individualized  in- 
surance programs. 

It  is  a  course  we  have  been  pur- 
suing for  over  100  years.  It 
helps  account  for  our  company's 
position  today  as  the  world's 
leading  insurance  broker.  And 
we  have  no  intention  of  resting 
on  our  laurels. 

If  you  are  a  Marsh  &  McLennan 
client,  you  know  how  advan- 
tageous this  can  be  in  the  con- 
duct of  your  business.  If  you  are 
not,  we  invite  you  to  investigate 
the  opportunities  such  a 
relationship  offers. 


To find  out  more  about  us,  and 
how  we  may  be  able  to  help 
you.  write  to  Dept.  600-  FB, 
Marsh  &  McLennan,  Incor- 
porated, 1221  Avenue  of  the 
Americas,  New  York,  N.Y. 
10020. 

Every  client  Is  assured  of  professional  risk 
and  insurance  management  services  —  In 
depth  —to  help  meet  today's  needs  and 
prepare  for  tomorrow's. 


Marsh  &  

Mciennan   

01978.  Marsti  &  McLennan.  Incorporated 


Broadway  in  New  York  18  months  ago, 
and  has  since  turned  it  into  a  porno 
amusement  center — a  hard-core  theater, 
which  Zaffarano  operates,  a  bookstore 
and  peep  show  and  a  homosexual  club. 
Z;iffarano  is  described  by  the  California 
Organized  Crime  Commission  as  a  king- 
pin in  pornography  in  New  York  and  Los 
Angeles.  Some  years  ago,  he  pooled  the 
Bonanno-Galante  interests  with  those  of 
Colombo  by  taking  over  the  manage- 
ment of  the  Colombo  group's  Allstate 
Film  Labs,  which  produced  films  for 
their  Times  Square  peep  shows.  Among 
other  achievements,  he's  supposed  to 
have  divided  the  country  into  regional 
distributorships,  extracted  tribute  from 
independents  for  the  privilege  of  operat- 
ing. "Zaffarano,  "  the  report  goes  on, 
"also  acts  as  mediator  when  disputes 
arise  among  the  East  Coast  groups  which 
now  control  parts  of  the  pornography 
business  in  southern  California.  .  .  . 
He  s  involved  in  the  production  and  dis- 


tribution of  films  and  owns  theaters. 
He's  also  financed  the  production  of 
films  through  legitimate  fronts.  '  One  po- 
lice officer  puts  it  more  bluntly:  "He 
converts  money  for  the  mob,  puts  illegit- 
imate money  into  legitimate  business.' " 

People  like  Zaffarano,  as  a  rule,  don't 
get  involved  in  operating  these  business- 
es. They  are  usually  content  just  to  have 
a  piece  of  the  action.  In  New  York,  ac- 
cording to  Jeremiah  B.  McKenna,  gener- 
al counsel  to  the  New  York  State  Select 
Committee  on  Crime,  the  mob's  main 
interest  in  the  sex  business  is  expressed 
in  real  estate  deals.  Organized  crime 
figures  lease  buildings  for  ten  years  from 
legitimate  owners  and  then  sublease 
them  to  the  fly-by-night  operators  of 
massage  parlors,  adult  book  shops,  peep 
shows,  at  $110,  $125  a  day  cash — double 
what  other  businesses  would  pay.  "The 
shops  close  up  and  move  on,  but  that 
lease  stays  there  until  the  next  fly-by- 
nigh  ter  comes  along.  The  property  is  held 


for  the  sex  industry,"  McKenna  says.  "A 
guy  can't  come  in  and  start  selliHg  shoes 
because  the  money  is  too  great." 

Is  the  U.S.,  then,  about  to  be  engulfed 
in  a  great  wave  of  pornography?  Don't 
bet  on  it.  In  the  end,  the  pornography 
business  may  become  the  victim  of  the 
very  permissiveness  that  helped  it  flour- 
ish. David  Friedman  of  the  Adult  Film 
Association,  an  apologist  for  pornogra- 
phy, has  something  significant  to  say 
about  the  audience  for  pornographic 
movies;  "Our  basic  audience  is  still  peo- 
ple over  the  age  of  35,  and  though  we  are 
beginning  to  attract  some  young  mar- 
rieds  and  younger  couples  in  their  mid- 
dle-to-late 20s,  the  audience  is  still  com- 
posed of  people  who  are  probably  more 
sexually  repressed  than  people  are  to- 
day. "  But  that  may  be  merely  a  market- 
ing problem.  If  so,  it  is  only  a  matter  of 
time  before  someone  from  Hollywood, 
Hustler,  or  the  Harvard  Business  School 
gets  to  work  solving  it.  ■ 


Look  At  All  The  Naked  Ladies! 


A  HULKING,  handsomely  mustached 
man  of  56,  Russ  Meyer  is  by  way  of 
being  the  Hugh  Hefner  of  the  adult- 
movie  business.  Twenty  years  ago 
Meyer  made  a  little  landmark  of  a 
movie  called  The  Immoral  Mr.  Teas, 
about  a  deliveryman  who  emerges 
from  a  dentist's  anesthetic  with  the 
ability  to  see  every  girl  he  runs  into 
stark  naked.  "It  was  a  very  bold  pic- 
ture at  the  time,  "  Meyer  says. 

Made  for  a  mere  $24,000,  Mr.  Teas 
was  the  first  adult  film  ever  to  make 
any  really  big  money.  Mr.  Teas 
grossed  well  over  $1  million.  Since 
then  Russ  Meyer  has  made  29  other 
films,  all  but  one  of  which  has  made 
money.  By  1975,  the  last  time  his 
accountant  added  up  the  figures,  they 
had  grossed  nearly  $60  million,  and 
four  of  them  rank  among  the  1,000 
top-grossing  movies  of  ;ill  time:  Be- 
yond the  Valley  of  the  Dolls,  Vixen, 
Cherry,  Harry  isr  Raquel  and  The 
Supervixens.  "I  came  calling  at  the 
right  time,"  Meyer  says  modestly. 

A  combat  cameraman  in  World 
War  n,  Meyer  made  his  living  after 
the  war  shooting  pictures  oi  girls  for 
Playboy  and  making  industrial  films 
for  companies  like  Southern  Pacific, 
Crown  Zellerbach  and  Standard  Oil 
of  California.  "That  s  where  I  learned 
my  craft,"  he  says.  You'd  go  out  with 
three  people  and  do  everything." 

To  a  large  extent  he  still  does.  He's 
the  producer,  the  director,  the 
screenwriter  on  most  ot  his  films.  He 
owns  his  own  equipment,  works  with 
a  small  crew,  does  his  nun  distribu- 
tion and  even  puts  up  a!l  of  the  mon- 
:'\    "I  make  quality  filins  as  reason- 


ably as  anyone  possibly  could.  " 

Russ  Meyer  films  are  generally  not 
only  sexy,  they're  violent  and  funny. 
"Outrageous "  is  how  Meyer  puts  it. 
"What  I  do  turns  me  on,"  he  says.  "I 
essentially  make  a  film  to  entertain 
mvself  But  I  think  sex  on  the  screen 


Russ  Meyer  and  ex-wife  Edy 
Outrageous  women = big  money. 


is  probably  a  lot  more  palatable  if  it  is 
made  outrageous.  In  my  films,  the 
women  are  always  outrageously  abun- 
dant, the  men  are  their  wilhng  tools, 
so  to  speak,  and  they  drive  around  in 
beat-up  old  cars.  They  do  that  so  the 
cars  won't  go  out  of  date,  because  the 
film  will  play  a  long  time. 

"I've  tried  several  times  to  do  other 
things,  but  I  wasn't  successful.  If  I 
don't  deliver  the  kind  of  picture — the 
kind  of  girls — that  are  synonymous 
with  my  motion  pictures,  the  kind  of 
exposure,  the  kind  of  sex,  it's  not 
going  to  do  well.  If  you  create  the 
monster,  you'd  better  damned  well 
live  with  him.  " 

The  monster  has  made  him  a  mil- 
lionaire, though  not  as  big  a  one  as 
you'd  think.  The  Supervixens  (1974), 
Meyer's  most  successful  film,  cost 
$213,000  to  make  and  grossed  over 
$14  million.  Meyer  took  in  $4  million 
on  that  one,  and  then  paid  most  of  it 
out  in  taxes.  'The  only  salvation  now 
is  that  limit  of  50%  of  taxation  of 
personal  income.  I  just  made  my  big 
winner  at  the  wrong  time.  " 

Meyer's,  newest  movie  is  Beneath 
the  Valley  of  the  Ultravixens.  Sched- 
uled to  be  released  in  January,  Be- 
neath concerns  the  efforts  of  a  num- 
ber of  extravagantly  proportioned 
gentlewomen  to  cure  the  hero  of  a 
profound  sexual  maladjustment.  "It's 
a  very  strong  picture,"  Meyer  says 
calmly.  X-rated,  that  is,  but  soft  core. 
"I  don  t  do  hard-core  films,"  he  says. 
"My  competition  doesn't  come  from 
hard  core,  it  comes  fi"om  the  majors. 
There's  a  market  for  hard  core.  But 
it's  not  my  cup  of  tea.  "  — J.C. 
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YOU'VE  GOt  My  dMRANTEE 
mS  WEST  VIRGINIA  IS 


EVERYTHING  WE  SAY  IT  IS." 

The  package  we  put  together  for  the  serious  investor  has 
JaY  Rockefeller's  personal  approval  or  it  never  gets  out  the  door. 


Anybody  who  makes  a  promise  like  this  is  serious 
about  doing  business.  And  confident  that  West 
Virginia  can  deliver  what  you're  looking  for:  the 
right  situation  for  a  capital  investment.  Take  energy. 
We're  sitting  on  400  more  years  worth  of  coal. 
Other  investors.  Last  year  alone  industry  and  busi- 
ness put  $1 .5  billion  more  into  our  state.  Quality  of 
life.  The  lowest  crime  rate  in  the  U.S.  says  it  better 
than  anything.  Find  out  all  the  facts  by  sending  in 
the  coupon.  We  promise  you  that  someone  who 
knows  the  ropes  will  act  on  it. 


□  Yes,  I  d  like  to  see  a  summary  of  the  tacts. 

□  I  would  like  a  detailed  proposal  for  tDOttom  line  profits 

□  Have  one  of  your  professionals  give  me,  a  call  at  


10898 


Name- 


.  Title- 


Address. 


Company^ 


City- 


Staie_ 


Zip- 


Don  Moyer,  Governor's  Office,  Charleston,  WV  25305 

Siate  of  West  Vir£ima 


Maybe  W.G.  Fields  Was 
Wrong  About  Philadelphia 

. . .  but  then  the  famous  comedian  wasn't  much  interested 
in  economic  development,  where  Philly  really  shines. 


By  JAMES  S.  BYRNE 

Philadelphia,  the  Cradle  of  Liberty, 
has  been  more  famous  for  Mayor  Frank 
Rizzo,  lou.sy  football  teams  and 
W.C.  Fields'  epitaph:  "On  the 
whole,  I'd  rather  be  in  Philadel- 
phia. "  But  there's  also  Walter 
D'Alessio.  Never  heard  of  him? 
Probably  not,  because  D'Alessio, 
unlike  Rizzo,  doesn't  do  the  kind 
of  thing  that  makes  the  headlines. 
But  he  does  run  what  may  well  be 
the  best  urban  economic  devel- 
opment outfit  in  the  country. 

This  doesn't  mean  Philadel- 
phia has  miraculously  escaped 
the  aches  and  pains  of  being  an 
aging  northeastern  city.  But  such 
programs,  in  the  words  of  Mil- 
waukee Mayor  Henry  W.  Maier, 
"should  be  judged  like  high 
divers:  You  must  take  into  ac- 
count the  difficulty  of  the  dive.  " 
By  that  standard,  Philadelphia 
and  the  44-year-old  D'Alessio 
probably  rate  a  ten. 

Despite  years  of  effort  by  the 
quasi-public  Philadelphia  Indus- 
trial Development  Corp.,  six  of 
them  with  D'Alessio  as  executive 
vice  president,  the  number  of 
people  working  in  Philadelphia 
fell  by  146,600,  or  15.5%,  be- 
tween June  1969  and  October 
1977.  However,  over  three- 
fourths  of  those  losses  were  the 
direct  or  indirect  result  of  federal 
cutbacks,  notably  the  closing  of 
the  anti(juated  Frankford  Arse- 
nal. New  York,  for  all  its 
strengths  as  a  financial  and  arts 
center  and  a  major  corporate 
headquarters,  managed  to  lose 
17.3%  of  its  jobs  over  the  same 
period.  While  some  other  metro- 
politan areas  did  better  than 
Philadelphia  and  New  York, 
those  are  the  only  two  where 
central  city  employment  is  re- 
ported separately. 

Why  did  Philadelphia,  in  spite 
f  all  the  snide  things  said  about 


it,  manage  to  do  better  than  New  York 
on  the  job  front?  To  a  considerable  de- 
gree by  following  D'Alessio's  philos- 
ophy, which  is: 


spe 
for 
ger 


Philadelphia  s  economic  developer-  Walter  D'Alessio 
The  first  rule:  Take  care  of  what  you've  got. 


Take  care  of  what  you've  got.  Don't 
nd  excessive  time  and  money  looking 
new  companies  when  there  s  a  dan- 
that  some  already  on  hand  could 
pack  up  and  leave  if  no  one  lends 
an  ear  to  their  problems. 

•  Don't  waste  energy  fighting 
what  you  can't  control — like  the 
closing  of  an  obsolete  arsenal. 

•  Encourage  a  "creative  inter- 
action" between  the  public  and 
private  sectors. 

How  does  this  work  in  prac- 
tice? Take  the  case  of  Lesaffre  et 
Cie.,  a  127-year-old  French  pro- 
ducer of  bakers'  yeast  that  had 
decided  to  put  its  first  U.S.  plant 
in  Philadelphia.  The  $20-million 
investment  will  mean  550  new 
jobs,  mainly  low-skilled.  Lesaffre 
visited  cities  like  New  Bedford, 
Mass.,  Memphis,  Albany  and 
Baltimore.  Philadelphia  won  be- 
cause D'Alessio's  "creative  inter- 
action "  solved  two  sticky  prob- 
lems: 1)  the  huge  amount  of 
Delaware  River  water  needed  to 
cool  the  giant  vats  in  which  the 
yeast  cultures  are  grown,  and  2) 
the  potential  pollution  from  the 
residue  of  the  process. 

Under  federal  Environmental 
Protection  Agency  rules,  state 
and  local  governments  must  put 
a  surcharge  on  water  users  that 
pour  more  than  "  normal  "  pollu- 
tion into  a  stream.  In  this  case, 
the  extra  cost  of  about  $350,000  a 
year  threatened  the  economics  of 
the  move. 

D'Alessio  got  Philadelphia 
Mayor  Frank  L.  Rizzo  to  per- 
suade a  reluctant  water  depart- 
ment to  accommodate  LesafiVe. 
("  You'd  have  thought  the  water 
department  was  selling  gold,  " 
complains  Rizzo.  "Well,  we 
straightened  them  out.  ")  In  the 
end,  Lesaffre  solved  the  pollution 
threat  with  a  European  technolo- 
gy that  turns  the  most  serious 
pollutants  into  cattle  feed. 

Mayor  Rizzo  stands  foursquare 


behind  D  Alessio.  "The  mayor  gives  the 
clear  impression  to  businessmen  that 
he'll  move  mountains  to  keep  them  in 
the  city  or  persuade  them  to  move 
here,  "  D' Alessio  says.  As  for  Rizzo's 
reputation  as  a  red-neck  cop,  D'Alessio 
points  out  that  the  mayor  didn't  get 
where  he  is  just  by  having  an  eighth- 
grade  education.  "He  knows  when  to 
make  a  courtly  bow  and  when  to  sling  an 
arm  around  a  visitor.  " 

Unlike  politicians,  D  Alessio  makes  no 
sweeping  promises:  'The  economic  real- 
ities mean  that  cities  like  Philadelphia 
will  grow  smaller  before  they  stabilize. 
Our  job  is  to  make  the  inevitable  transi- 


. .  'The  economic  realities 
mean  that  cities  like  Phila- 
delphia will  grow  smaller 
before  they  stabilize' . . ." 


tions  work  as  smoothly  as  possible.  " 

Instead  of  facing  that  reality,  many 
cities  prefer  to  tell  lurid  tales  of  the 
Phantom  of  the  Sunbelt,  wh(j  suddenly 
steals  your  biggest  employer.  But  recent 
studies,  including  a  joint  one  by  Harvard 
and  MIT,  have  found  that  less  than  5%  of 
the  Sunbelt's  growth  in  the  last  decade 
came  through  luring  industry  from  other 
regions.  The  cities'  loss  of  jobs  is  real 
enough,  but  the  major  cause  is  that  more 
companies  go  out  of  business  than  are 
founded.  "One  of  the  most  satisfying 
deals  for  me  was  when  we  kept  Somerset 
Knitting  Mills  in  town,  '  D'Alessio  re- 
calls. "About  300  jobs  were  at  stake.  We 
managed  not  only  to  hang  on  to  them, 
•we  even  produced  some  more.  " 

Somerset,  turning  out  men  s  sweaters 
under  several  well-known  labels,  did  a 
volume  of  some  $17  million  a  year  in  a 
North  Philadelphia  ghetto.  But  the  plant 
was  too  small  and  inefficient.  So  in  1973 
Donald  E.  Cutler,  president  of  the  Phil- 
lips-Van Heusen  subsidiary,  began  look- 
ing elsewhere,  including  the  South.  He 
concluded — as  most  such  searchers  do — 
that  the  important  thing  was  a  secure  labor 


pool;  that's  why  jobs  almost  always  go 
where  people  are,  and  not  vice  versa. 

Then  Cutler  stunned  his  Phillips-Van 
Heusen  superiors  by  telling  them  he 
would  keep  Somerset  in  Philadelphia  if  a 
way  could  be  found  that  would  cost  no 
more  than  a  move  to  the  suburbs  or  the 
Sunbelt.  He  approached  D'Alessio,  who 
had  just  come  over  to  the  PIDC  after  a 
dozen  years  at  Philadelphia's  urban  re- 
newal agency  (including  one  year  as  the 
head  man).  "I  was  not  about  to  go 
through  the  bureaucratic  jungle  by  my- 
self, '  says  Cutler.  He  went  to  the  right 
place,  since  D'Alessio's  slogan  is  "the 
burdens  imposed  by  the  bureaucracy 
should  be  borne  by  the  bureaucracy.  " 

To  D  Alessio,  that  doesn't  mean  that 
the  zoning  laws  or  the  building  codes 
will  necessarily  be  waived  for  a  develop- 
er. What  it  does  mean  is  that  one  office 
will  coordinate  the  developer  s  applica- 
tions and  filings — and  see  that  they  are 
acted  upon  promptly. 

For  Somerset,  PIDC  put  together  a 
deal  that  included  urban  renewal  land  at 
half  price,  a  $6-million  financing  package 
at  favorable  interest  rates  from  Philadel- 
phia banks  and  PIDC,  and  $1  million  for 
knitting  machines  via  a  mortgage  whose 
interest  is  tax  free  to  the  banks.  Somer- 
set provided  a  $635,000  equity  invest- 
ment. The  result:  a  new  Somerset  mill 
employing  about  500  people  just  ten 
blocks  from  City  Hall.  "The  executives 
and  staff  of  PIDC  displayed  a  sense  of 
urgency  rarely  found  in  a  public  agen- 
cy, "  says  Somerset's  Cutler. 

Suddenly,  jobs  have  become  a  hot  po- 
litical topic — Jimmy  Carter  fought  the 
1976  presidential  election  largely  on  that 
issue.  Which  means,  among  other 
things,  at  least  some  reduction  in  the 
standard  politicians  hostility  toward 
business.  It  also  means  that  men  like 
D  Alessio  are  suddenly  in  demand.  De- 
troit was  one  of  several  places  that  tried 
to  pull  him  away.  But  he  has  pretty 
much  decided  to  remain  where  he  is. 

But  not  to  go  into  politics,  he  insists. 
"I  d  rather  work  on  my  garden  on  week- 
ends than  go  to  all  those  breakfasts, 
lunches  and  dinners.  ■ 


[nnjow  lon^  has  it 
been  since  you 
talked  about  where 
you  stayed,  instead 
of  just  how  many 
miles  you  covered? 


THE  RITZ-CARLTON 

CHICAGO 
Water  Tower  Place 
Four  Seasons  Hotels 


Call  your  Travel  Agent 
or  in  New  York  State 
Toll -Free  800  •462- 1150 
Elsewhere  in  Continental 
U.S.  800-828-1188 

We  Welcome 
American  Express  Cards, 


AMEBICANl 
lEXPRESS 
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irm  follows  function  on  a  grand  scale, 
innessee  Gas  Transmission  has  over 
1,000  miles  of  pipeline  carrying  natural  gas 
the  Northeast  and  Midwest. 


Distinct  achievement:  Jl  Case  is  the  leading  maker' 
of  joader-backhops  for  .construction  work. 


Towering  steel  sculptures 
work  around  the  clock  to  meet 
a  major  Tenneco  priority- 
new  energy  reserves. 


he  art  of  being  colorful  is  a  special  skill  of  =■ 
enneco  Chemicals,  the  nation's  Number 
»ne  supplier  of  paint  and  plastic  colorants. 


Creative  packaging  from 
Packaging  Corporation  of  America 
is  filling  the  needs  of  thousands  of 
manufacturers  of  consumer  products. 


0 


The  q!,Met  art.  Walker  exhaust  system 
components  are  in  use  on  one  out  of  tfiree 
cars  on  the  American  road, . 


■     Nature  as  an  artist:  premium 
quality  is  the  golden  rule  for  our 
Sun  Giant®  fruits  and  vegetables, 
almonds,  elates  and  raisins. 


At  the  pinnacle  of  its  industry, 
Newport  News  Shipbuilding  is  the 
largest  privately  owned  shipyard 
in  the  U.S. 


JENNECO 


® 


The  art  of  diversification: 
TheTenneco  collection. 


Those  shining  sculptures  on  the  left  rep- 
resent Tenneco's  eight  businesses.  Each 
one  stands  for  an  artful  performer  in  a 
highly  diversified  collection.  And  each  is 
growing  by  meeting  basic  needs. 

TENNECOOIL.  Drilling  on  land  and 
beneath  the  sea,  Tenneco  is  making  an 
intensive  effort  to  develop  new  oil  and 
gas  fields  where  they  are  needed  most— 
here  in  America.  In  fact,  half  of  our 
total  capital  expenditures  are  going  into 
this  critical  effort. 

TENNESSEE  GAS  TRANSMISSION. 

Tenneco's  16,1 64  miles  of  natural  gas 
pipeline  is  an  underground  energy 
railroad  transporting  natural  gas  to  the 
Northeast  and  Midwest,  24  hours  a  day. 
Tenneco  is  also  working  24  hours  a  day 
to  develop  new  sources  of  natural  gas. 

NEWPORT  NEWS  SHIPBUILDING.  Among 
Other  things,  Newport  News  builds  lique- 
fied natural  gas  (LNG)  carriers.  And  LNG 
is  the  only  practical  way  natural  gas  can 
be  shipped  to  the  U.S.  from  overseas 
sources.  This  capability  becomes  more 
important  with  every  winter  that  goes  by. 

J I  CASE.  As  long  as  food  is  grown,  the  J  I 
Case  line  of  tractors  will  be  there.  As 
long  as  holes  are  dug  and  buildings  built, 
Case  construction  equipment  will  be 
scooping,  digging  and  lifting. 


TENNECO  AUTOMOTIVE.  Our  Walker  Man- 
ufacturing produces  exhaust  systems 
for  almost  every  automobile  made.  Our 
Monroe  Auto  Equipment  makes  shock 
absorbers  for  almost  every  automobile 
on  the  road. 

PACKAGING  CORPORATION  OF  AMERICA. 

The  corrugated  box  is  almost  on  a  par 
with  the  wheel  for  its  usefulness  to 
society;  it  carries  and  protects  almost 
everything.  We  make  boxes  in  all  sizes, 
shapes,  weights;  we  make  them  plain 
and  fancy,  and  we  make  them  in 
endless  numbers. 

TENNECO  CHEMICALS.  Tenneco  Chemi- 
cals is  the  number  one  supplier  of 
colorants  and  additives  for  paints.  We 
make  vinyl  for  siding  that  never  needs 
painting.  Vinyl  plastics  for  credit  cards, 
stereo  records,  toys,  fabric,  pipe,  electri- 
cal insulation.  Tenneco  Chemicals  is 
a  collection  by  itself. 

TENNECO  WEST  Tenneco  is  represented 
in  supermarkets  by  the  Sun  Giant'"' label. 
And  Sun  Giant  means  premium  raisins, 
dates,  almonds,  fruits  and  vegetables.  If 
it  isn't  premium,  it  isn't  Sun  Giant. 

For  more  information  on  Tenneco's 
diversification,  write  to  Department  D-4, 
Tenneco  Inc.,  Houston,  Texas  77001. 


Tenneco 


Lavernc  and  Shirley 


But  will  you  love  them  in  1981? 


The  Great  TV  Holdup 

Independent  TV  stations  are  rolling  in  money 
these  days — but  they  are  being  made  to  pay  through 
the  nose  for  programs  that  are  proven  draws. 


By  THOMAS  JAFFE 

Bac:k  in  1967,  when  /  Love  Lucy,  the 
legendary  television  comedy  series,  was 
sold  into  syndication  16  years  after  it 
premiered  on  CBS,  WNEW  in  New 
York  bought  179  episodes  for  $770,000. 
Last  month  fewer  than  140  episodes  of 
the  hit  ABC-TV  comedy  Lavcrne  and 
Shirley  fetched  an  estimated  $8  million 
from  KTLA  of  Los  Angeles,  part  of  Gene 
Autry's  Golden  West  Broadcasters.  De- 
livery date:  1981,  a  time  when  the  public- 
may  or  may  not  have  long  since  tired  of 
life  in  Eisenhower-era  Milwaukee. 

During  the  past  three  years,  stations 
in  the  country's  290  local  TV  markets  are 
estimated  to  have  spent  $6(X)  million  on 
secondhand  television  shows.  This  year 
they  will  shell  out  some  $200  million — or 
over  twice  what  they  spent  in  1974. 

Why  such  gains?  Because  the  natural 
customers  for  syndicated  reruns  are 
prospering  as  never  before.  TV  advertis- 
ing revenues  will  be  $7.8  billion  this 
year,  vs.  $6.8  billion  in  1977.  Some  of 
the  biggest  gainers,  relatively,  are  the 
l(X)-odd  non-network  "independents." 
Ihis  year  they  expect  total  revenues  of 
$650  million,  vs.  $290  million  in  1973. 
The  profit  leverage  is  terrific.  In  1973 
they  netted  only  about  $7  million  com- 
bined; last  year,  $131  million. 

The  depressing  fact  is  that,  although 
television  stations  do  produce  and  buy 
some  of  their  own  first-run  programs. 


tried-and-tme  former  network  series  are 
much  less  risky.  (Such  is  the  success  of 
the  networks  in  finding  the  lowest  com- 
mon denominator  of  public  taste.)  Hence 
the  boom  in  rerun  syndication. 

Few  new  shows  make  it  on  the  net- 
works; the  chances  that  a  pilot  show  will 
become  a  successful  series  in  syndication 
are  about  1  in  40.  But  those  producers 

".  .  .  All  kinds  of  [television] 
syndicators  are  charging  all 
the  traffic  will  bear — and 
these  days,  it  bears  a  lot.  .  ." 

who  do  get  winners  really  stand  to  rake 
in  cash.  Their  shows  are  sold  to  indepen- 
dents and  network  affiliates  even  before 
the  networks  have  finished  running 
them,  and  the  stations  are  paying 
through  the  nose. 

Reruns  of  successful  television  series 
formerly  went  into  syndication  only  after 
they  were  canceled  by  the  networks.  But 
in  1973  Louis  Friedland,  chairman  of 
MCA-TV,  the  syndication  arm  of  MCA, 
Inc.,  had  a  bright  idea.  Why  not,  he 
reasoned,  take  a  series  while  it  was  going 
strong  on  the  network  and  sell  its  reruns 
for  a  definite  deliver)'  date  in  the  futiue? 
"Before,  stations  didn't  get  a  shot  at  a 
show  until  it  had  been  publicly  execut- 
ed,   says  Friedland.  "They  were  pre- 


pared to  pay  much  more  for  something 
that  might  still  be  punching  it  out  when 
they  got  it. 

Why  not,  indeed?  By  1976  Paramount 
Pictures,  a  Gulf  &  Western  subsidiary 
with  its  own  TV  production  and  distribu- 
tion arms,  had  licensed  the  series  Happy 
Days  to  ABC,  later  licensed  the  network 
rerun  rights,  and  finally  was  selling  re- 
runs to  individual  stations  for  later  deliv- 
ery' while  new  episodes  of  the  series 
were  still  going  strong  in  network  prime 
time.  You  can  also  catch  reruns  of  Nor- 
man Lear's  All  in  the  Family  five  morn- 
ings a  week  and  Archie  Bunker,  contem- 
porary version,  one  night  a  week — all 
while  reruns  of  the  Bunkers  are  being 
sold  to  stations  for  delivery  next  fall. 

The  result?  A  true  futures  market  in 
this  most  volatile  of  entertainment  com- 
modities. Production  and  syndication 
companies  now  oflFer  syndicated  reruns 
for  delivery  some  years  into  the  future  as 
soon  as  a  series  establishes  itself  on  a 
network.  In  fact,  of  the  37  series  re- 
newed b\'  the  networks  for  the  1978-79 
season,  nine  have  already  been  sold  for 
syndicated  delivery  as  far  into  the  ftiture 
as  1981. 

A  few  legendary  programs  are  what 
the  trade  calls  "evergreens  '- — shows  like 
/  Love  Lucy  and  The  Honeymooners. 
After  twent)  years  they  re  still  pulling  in 
advertising  dollars. 

But  predicting  the  evergreens  of  to- 
morrow is  trickier.  Listen  to  CP.  Per- 
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Lifetime  Income 


Gabhiki,  Kai'lan  is  a  personable, 
33-year-()l(I  comedian  who  has  Ix'- 
C'onic  in(l<'|)c>n(lf'nlly  wi'ahhy  lor  the 
rest  of  liis  hfc  on  just  one  Iclc^vision 
series. 

Kaplan  is  the  star  and  co-creator 
of  Welcome  Back,  Kotter,  the  ABC 
hit  about  a  beleaguered  l)ig-city 
classroom  teacher  partialK  based  on 
reminiscences  ol  his  ovvu  school 
days  in  Brooklyn.  His  current  salary 
is  reportedly  more  than  $770, (X)0. 
That's  for  a  full  season's  22  (episodes. 

Bnt  that  s  only  the  first  time 
around.  Kaplan  will  collect  about  10 
cents  of  even,'  dollar  of  profit  VVV7- 
C07IH'  Back,  Kotter  makes  in  re- 
runs— and  so  far  it's  been  booked  in  syndication  for  at  least 
$30  million  in  revenues. 


Kaplan  (foreground)  anil  "^weatlwgs 
Riches  from  the  old  schoolyard. 


"You  might 
surprised  at  the 


That  $30  rnillioTi  in  bookings  is  lor 
future  delivery.  Il  s  solid,  evrii  il 
Kaplan  s  sln)w  should  bonil)  on  (he 
network  next  year  (an  unlikely  |)os- 
sibility;  it  s  been  going  strong  uthI  is 
just  starting  its  fourth  vcar). 

Gabe  Kaplan  is  not  unmindful  of 
the  fact  that  he  might  have  got  a  lot 
more  if  he'd  held  out  a(  the  Ix  gin- 
ning.  "When  I  first  negotiated  luy 
profit  participation  with  the  produc- 
tion com|)any,  he  says,  "I  wasn  t  a 
big  star  w  ith  a  lot  ol  weight  to  throw 
around;  just  a  stan(l-u|)  comic  who  d 

  done  a  eou|)le  ol  routines  on  I  he 

Toni<!,hl  Sltoic.  I  accepted  the  first 
amount  1  was  offered, 
say  I'm  a  little  unhappy  and  pleasantly 
same  time.  — ^T.J. 


sons  Jr.,  gen<'ral  manager  of  WKRG  in 
Mobile,  Ala.:  "When  a  series  bombs, 
I've  got  to  eat  that  stuff,  and  even  with 
Tabasco  it  doesn't  taste  too  good.'  He 
bought  the  police  series  Ironside  in 
1974,  for  example,  because  its  star,  Ray- 
mond Burr,  had  a  good  rerun  track  rec- 
ord on  his  previous  series.  Perry  Mason, 
a  true  evergreen  if  there  ever  was  one. 
But  in  Persons  Mobile-Pensacola,  Fla. 
market,  Ironside  wouldn't  work  five 
times  a  week.  Persons  has  partially  extri- 
cated himself  by  playing  the  show  once  a 
week,  to  get  whatever  advertising  was 
available  for  it.  But  now,  he  says,  "When 
distributors  come  round  with  a  show, 
sometimes  you  have  to  tell  yourself, 
'Boy,  that  dog  won't  hunt  no  more.' 

Dogs  or  no,  however,  the  syndicators 
are  sitting  pretty.  There  are  fewer  and 
fewer  series  that  last  long  enough  (ideal- 
ly about  120  episodes,  or  five  seasons)  on 


the  networks  to  make  syndication  feasi- 
ble. Networks  yank  shows  after  a  few 
weeks,  and  the  "second  season  of  new 
shows  is  becoming  the  norm. 

TV  rerun  syndicators  come  in  three 
kinds:  the  big  production  companies  that 
handle  distribution  for  themselves  and 
other  producers,  like  M("A,  Paramount 
and  Warner  Bros.  Television,  part  of 
$1 . 1-billion-sales  Warner  Commimica- 
tions,  Inc.;  smaller  independents  with 
their  own  distribution  arms,  like  Nor- 
man Lear's  TAT  Communications;  and 
specialized  outfits  ranging  from  $80-mil- 
lion-sales  Viacom  International,  Inc. 
(also  in  cable  TV)  to  little  Jim  Victory 
Television,  Inc.  of  New  York,  that  do  the 
deals  for  a  commission  of  15%  to  35%  of 
syndication  revenues. 

All  three  kinds  of  syndicators  are 
charging  all  the  traffic  will  bear — and 
these  days  it  bears  quite  a  lot.  For  exam- 


ple, Warner  claims  contracts  signed 
through  1977  alone  for  its  Welcome 
Back,  Kolter  series  on  ABC  (see  box)  are 
worth  about  $30  million. 

Norman  Horowitz,  known  in  the  trade 
as  "stormin'  Norman"  or  "that  wild 
man,"  is  president  of  CJolumbia  Pictures 
Industries'  television  distribution.  Horo- 
witz reasons  that  if  ('olumbia-syndicated 
Barney  Miller,  the  ABC'  cop  comedy, 
can  bring  as  much  as  $45, (XK)  per,  epi- 
sode for  four  years'  use  by  one  station  in 
a  given  market,  why  not  sell  it  to  two 
stations  in  each  market  for  two  years, 
thus  getting  it  back  twice  as  fast  to  sell 
again?  Outrageous?  Sure.  In  truth, 
Horowitz  probably  couldn  t  pull  that  off, 
but  the  threat  of  it,  he  says,  enabled  him 
to  drive  up  the  price  in  the  14  markets 
where  Barney  Miller  has  been  sold  for 
1980  delivery.  He  claims  to  have 
squeezed  more  than  $1  million  extra  out 


Poor  iVir.  Rich 


Lee  Blf:il,  president  of  Lorimar  Productions  of  Binbank, 
Calif,  has  a  hit  series  on  his  hands — The  Waltons.  Just 
starting  its  seventh  season  on  CBS, 
the  show  has  already  been  .sold  for 
future  syndication  in  about  75  mar- 
kets. Lorimar  didn't  sell  it, 
though — Warner  Bros.  'lelevision 
did — because  of  a  prior  contractual 
arrangement  with  the  autlior  of  the 
books  on  whic-h  the  drama  is  based. 

This  won  t  happen  the  ne.xt  time 
Rich  scores.  The  48-year-old  former 
executive  at  New  York  advertising 
agenc  y  licnton  ik  Bowles,  Iik  .  is 
setting  u^)  his  own  syndication  npi  r- 
ation.  "I'm  through  giving  a\va\  any 
more  of  lilt/  shows,    he  says. 

Rich  couiplaiii^  that  inajor  distrib- 
utors    charge     lligll  edninir^sions, 

then  usually  pay  the  independent 


Lcxrirnar's  Rich 


Hang  on  to  those  rerun  rights. 


producers  nothing  but  advances.  "Syndication  is  the  life- 
blood  that  brings  a  series  into  the  black,  lie  gripes.  "Yet 
after  all  the  (list!  ihntioii  c  osts  and 
fees  like  acK ci  tisiiig  are  taken  out, 
the  distril)uti)rs  end  up  making  as 
much  nionc'N  or  iiior''  llc'.n  wc  do. 

True,  the  network  eouliaet  often 
does  not  pa\  oil  a  program  s  produc- 
tion l)ill.  The  c'ost  ol  filming  one 
episode  of  an  hour-long  sci  ic  s  e;(n 
be  over  $  l(K),0()()  But  liich  cei  lain- 
K  iiasii  t  suliricd  loo  much.  Lori- 
mar, .ilniost  ten  \eais  old,  is  one  of 
T\' s  most  successlnl  pr-odnclion 
houses.  I^icli  ami  <ri  \\  liiiii  out  ev- 
er-ything  Irorn  iniuiseiics  In  lour 
new  shows  |)rernie)iiig  on  I'le  net- 
works this  si  :i\on. 

So  don  I  e:ii  I )  !,,(■,  things  haven  t 
been  all  ihtu'  bad.  — ^T.J. 
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The  Men  In  Aviator  Glasses 


RicnAiU)  P'hank,  35,  is  strap- 
ping, siiiitaimc'cl.  wears  aviator- 
styh'  nlass<'s  and  has  a  leisurely 
coiifulcnt  air  Mr  should  Riuht 
now  tliis  prt'sidcnt  of  Para- 
niouiil  s  television  tlistrihiition 
is  pe(ldl^n^  iMVcruc  aiul  Shir- 
Ivij — the  hottest  show  in  to- 
days syndieatioi)  market. 

But,  Rich,  don't  you  have 
the  feeUnn  somtione  is  watch- 
ing yon?  A  man  tanned  hke  you 
and  also  sporting  aviator  gla-sses 
hut  smaller  and  wt-aring  a 
shrewd  smile.  A  fellou'  name( 
Avram  Bulensk\\  jiresident  of 
the  Television  Program  (Iroup 

of  Viacom  International.  Why  is  Av  watching  liieh?  Be- 
cause Av  ha.s  a  show  that  may  he  even  hotter  in  syndica- 
tion than  Rich  s  iMVtruc  and  Shirli  ij.  It's  All  in  the 
Fdinihj,  which  will  he  coniing  off  (.'BS  after  this,  its  eighth 
season.  Deliver\  date  for  s\  iidit  ation:  the  fall  of  1979. 

"We  ll  do  well  in  the  market,  says  the  44  year-old 
Butensky.  "We  ve  got  a  mile-long  success  in  our  hands. ' 

(^ount  on  this:  Av  is  also  w  atching  Rich  bec-ause  \\  has  a 


^]     Viaann's  liutrn.shi/  and  Paramount' s  Fratik 


Turning  miles  of  success  Into  millions  off  dollars. 


problem.  He  s  got  over  2(X)  episodes  to  sell  vs.  Rich  s  130 
or  so.  Tlierefore,  in  .some  markets,  he  is  probably  going  to 
have  to  tiike  a  little  bit  less  for  <'ach  episode — but  not  too 
much  less.  Rich  wheedletl  a  reported  S7  million  out  of  the 
New  York  station  that  bought  iMVcrnc  and  Shirley.  On 
that  basis  the  guessing  is  that  in  New  York  the  All  in  the 
Family  package  will  fetch  some  $8  miHion. 


Pok^ 


cr,  anvone 


— T.J. 


of  Barney  Milltr  so  far.  Says  he:  "If  I 
really  had  nerve,  I'd  sell  Barney  Miller 
for  just  one  year.  When  1  came  bai  k  to 
that  station  lor  the  second  Near,  I  d  want 
their  lije.  " 

Leavitt  J.  Pope,  presitlent  of  New 
York  s  independent  WPIX,  groans  that 
there  has  to  be  a  limit.  "There  s  a  line 
over  which  stations  can  t  go,  and  we  re  at 
that  now,"  he  says.  But  in  fact  WPI.X 
now  has  an  inventon'  of  about  1(K)  s\  iidi- 
i-afi'd  series  that  cost  sonu-  $4.5  million — 
more  than  half  of  the  mone\  foi  just  five 
pi'ograms.  And  in  a  sens*-.  Pop*-  liimself 
broke  the  market  open  in  I97(-)  by  paying 
$35, (KK)  per  episode  for  up  to  123  epi- 
.s<Kles  of  AB(."'s  Happy  Days  for  delivery 
in  197^) — almost  twict-  what  any  s\ndi- 
cated  show  had  e\'er  brought  before. 

Successful  s\  iidu  .itioii  srilniii  i  .ills  ioi 


perfect  timing.  If  a  series  prime-time 
ratings  start  declining  before  the  show  is 
offered  for  future  sNiidication  its  rerun 
price  also  erodes.  But  what  if  the  distrib- 
utor conmiits  himself  too  soon  and  the 
network  ratings  go  even  higher? 

Not  all  successful  ni-twork  shows  do 
well  as  reruns:  Manns  Wethy.  M.D.  and 
rhe  Fugitive  didn  t.  But  there  are  oth«'r 
shows  for  which  the  public  ma\'  have  an 
endless  appetite.  .Since  1974.  2()th  C.vu- 
tury-Fox  Film  ("oip.  s  SNudication  outfit 
has  sold  the  CBS  hit  M*A*S*II  to  more 
than  KK)  stations  for  deliver)  in  1979. 
Btit  M*A*S*H  is  rolling  into  its  seventh 
season  in  prime  time  and  Fox  has  li- 
censed it  back  to  the  network  for  late- 
night  reruns  once  a  week  and  again  to 
the  lU'luork  for  j'arly-afti-rn(K)n  showings 
ii\r  times  a  week    So  viewers  lan  soon 


see  M*A*S*H  just  about  every  time  they 
tuni  the  dial,  day  or  night,  and  Fox  has 
some  angr\  'lA'  stations  on  its  hands. 

"  The  stations  that  paid  tlx-  high  prices 
for  futures  are  the  villains,  not  the  s\  ndi- 
cators  of  this  world,  sa\  s  Malcolm  Pot- 
ter, program  director  of  WTAF  in  Pitts- 
burgh. "We  created  our  own  monster.  " 
But  what  s  to  be  done  al>out  it'?  "Oper- 
ation Prime  Time,  the  effort  1)>  an  alli- 
ance of  stations  to  produce  (|ualit\  non- 
network  progrannning.  ma\  ultiTnateK 
provide  some  alternative  But  in  the 
ineantinie.  if  the  \iewing  public  likes  the 
inanities  of  The  Brady  Buttefi.  the  sta- 
tions will  have  to  give  if  to  them — or  lose 
audience.  The  fact  is,  TV  stations  are 
coining  money,  and  thev  can  t  expect 
an\  mercv  from  the  sellers  of  shows  that 
.ire  pniv  en  (b  .iw  s  ■ 


Thonip.son  of  K'f .'()/' 


Nix  to  the  high-priced  spread. 


Include  Me  Out 

W  lii-.N  P.MUMOUN  1  came  to  Los  Angeles  last  montli  to  peddle  iMi  iTne  and 
Shirley,  seven  L  A.  stations  were  ;isked  to  submit  bids  starting  at  $50,000 
per  episode.  One  programmer  who  didn't  ix)me  out  of  the  gate  w;is  Evan 
Thompson,  general  manager  of  K(X)P  and  president  of  (^hris-Craft  Indus- 
trii  s  television  broadcasting  di\  ision.  In  fact.  KTLA,  the  station  that  made 
the  alltime-re<i)rd  bu\\  was  the  onlv  horse  in  the  race. 

"A  show  isn  t  worth  that  much  to  me.  '  says  the  36-year-old  Thompson,  "  if 
1  can  take  Brand  .\  for  half  the  price  and  in;ike  it  more  profitable  tlum  the 
liigh-priced  sluB. 

Thompson,  with  a  B.S.  from  the  Wharton  Sch(K)l  and  a  University  of 
Southern  California  M  B  A.,  knows  that  kind  of  talk  may  not  be  as 
ghmiorous  as  going  all-out  to  be  nuniber  one  in  the  market.  (KC'OP  ranks 
onlv  third  among  four  indcpi-ndents  in  total  audi>'nce.)  But  it  makes  sense. 
Does  Thompson  think  priix-s  in  the  svndication  market  will  eventualK  start 
to  level  off  ?  ■  Mcll.  no!  he  laughs  "People  keep  talking  alx)ut  the  gcxul  old 
da\s.  Well,  they  re  gone  — ^T.J. 
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Think  of  us  as  the  direct  line 
to  America's  growth  cities^ 


We're  Centel,  and  we  operate  in 
some  of  the  fastest  srowins  metro 
areas  in  the  country 

Where  there's  a  boom  ins  need 
for  our  services.  And  where  the 
economy  is  srowins  faster  than 
averase.  Like  expandins,  suburban 
Houston  in  the  Lone  Star  State.  Plus 
busy  Las  Vesas.  Tallahassee,  in  the 


blossomins  Sunshine  State  of 
Florida.  And  the  bustlins  area  next  to 
Chicaso's  O'Hare  Airport. 

We're  happy  to  say  that  these 
Srowth  opportunities  have  helped 
us  increase  dividends  for  the  past  15 
years,  with  a  compounded  earninss 
srowth  of  nearly  10%. 

Why  not  take  a  look  at  the 


phone  company  that's  in  the  risht 
places  at  the  risht  time —  Centel.  It 
could  be  just  the  risht  connection 
for  you.  For  our  annual  report, 
write  tO:  Central  Telephone  &  Utilities, 
Stockholder  Records  Dept.  A, 
O'Hare  Plaza,  5725  East  River  Rd, 


Chicaso, 
Illinois.  60631. 


CENTRAL  TELEPHONE  &  UTILITIES 

Americas  fifth  larsest  telephone  company  (And  srowing  fast!) 


IBM  Reports:  Helping  p 


Information  is  one  of  today's  most  important  resowces. 
Here  are  some  ways  IBM  products  help  put  it  to  use  more  productively 

for  the  benefit  of  everyone. 


Typing  the  language 
of  dance 

The  symbols  you  see  to  the  right  are  to  a 
dancer  what  notes  on  sheet  music  are  to  a 
musician.  Dancers'  movements  have  been 
recorded  with  these  symbols  lor  50  years,  but 
until  recently  they  were  draw^n  laboriouslv 
by  hand.  Now,  an  IBM  electric  typewriter  can 
be  equipped  to  type  these  choreographic 
characters  by  slipping  a  small,  ball-shaped 
typing  element  into  place.  As  many  as  265 
special  IBM  typing  elements  are  available, 
including  31  different  languages  and  the  sym- 
bols oi  mathematics  and  chemistry- 


iLiJ 


V. 

A 

A 


V 

3' 


Quick  self-service  at  a  savings  and  loan 

A  wallet-sized  plastic  card  is  replacing  the  passbook  for  customers  of  San  Diego 
Federal  Savings  and  Loan.  When  inserted  in  an  IBM  computer  terminal. 

the  card  provides  immediate  inlormatioii 
about  their  accounts.  They  can  find 
out  their  current  balance,  interest 
tor  the  current  quarter  or  the  year 
to  date,  home  loan  balance, 
interest  paid  and  the  date  of 
the  next  payment — all 
without  waiting  in  line 


iformation  to  work  for  people 


Protecting  your  good  name 
—and  data,  too 

IBM  research  scientists  have  developed  an  experimental  method  to 
verify  signatures  by  computer.  One  day  it  may  be  used  for  check 
cashing  and  credit  card  identification  or  to  screen  those  authorized 
to  enter  a  building  or  use  a  computer  system.  A  special  pen  mea- 
sures the  changes  in  the  speed  and  direction  of  a  signer  s  hand 
motions,  and  a  computer  compares  that  information  with  his  or 
her  previously  recorded  signature  pattern. The  difference  between 
a  true  and  a  forged  signature  can  be  determined  even  when  the  two 
are  twins  to  the  naked  eye. 


False 

U   111  A 

1  ^ 

v3  CT-^' — f 

F  ire !  F  ire  I  ^^JII^Kw-'^' '  ""^^^^m-  b  " 

Alert  the  druggist!  IjH^^^^lflUHH^feBJ^ 

Pharmacist  Jon  Krueger,  a  volunteer  fireman  ^^^^^^^^^^^^^^^^^^MK^jat 

in  Unity,  New  Hampshire,  has  programmed  his 
small  IBM  computer  to  protect  his  neighbors  as  well  as  serve  his  business  needs.  At  his  drug- 
store in  nearby  Claremont,  the  computer  stores  customer  records,  prints  prescription  labels  and 
performs  other  tasks  to  improve  service.  But  the  computer  also  stores  fire-fighting  information 

on  houses  in  Unity— from  where  kids  and  invalids  sleep  to  the  nearest       

source  of  water.  When  an  alarm  sounds,  that  information  is  radioed  to  a  fire  |  E=f 

truck  speeding  to  the  blaze— information  that  may  save  a  life.  =^==  ?  = 


Based  on  operators  data  Documentation  gladly  furnished  on  written  request 


Obviously  cost  per  mile  is  not 
your  only  criteria  for  purchasing  a 
business  aircraft.  If  so,  a  Piper  Cub 
would  do  nicely. 

But  what  if  we  told  you  you  can 
go  one  hundred  to  two  hundred 
miles  per  hour  faster  than 
lower-performing  business  jets  and 
turboprops.  Plus  have  significantly 
greater  range  (double  most 
turboprops)  and  thousands  more 
feet  of  high  altitude  for  comfortable 


above-the-weather  cruising.  Plus 
the  ability  to  safely  use  airfields  no 
more  than  3,000  feet  in  length.  All 
with  highly  competitive  per-mile 
operating  costs  and  low  fuel 
consumption. 
We  just  did! 

That's  Learjet  performance. 
Sound  like  something  which  might 
interest  you?  It  already  has  more 
than  800  companies  of  all  sizes  and 
types  of  business.  Bob  Wolin,  our 


vice  president  -  domestic 
marketing,  can  put  you  in  touch  with 
no-nonsense  facts  about  the  low 
up-front  and  per-mile  costs  of 
Learjet  operations.  He's  at 
(602)  294-4422. 

Gates  Learjet  Corp.,  Aircraft 
Marketing,  P.O.  Box  1 1186,  Tucson, 
Arizona  /  Wichita  /  Philadelphia  / 
Chicago  /  Dallas  /  Denver. 


Gates  Learjet^ 

Proven  performance  systems 

We  outperform  our  competition 
to  help  you  outperform  yours. 


n  Member  of  GAMA 


The  view  from  one  ofWailea  Development  Carp's  $250,000  Maui  randoviiniums 


Signing  them  up  before  they  go  bacic  to  Iowa  and  thinic  it  over. 


Popular  Delusions  And 
The  Madness  In  Maui 

How  to  spend  two  weeks  a  year  on  an  island  in 
Hawaii  for  only  a  quarter  of  a  million  dollars. 


For  years,  the  most  lucrative  industries 
on  the  island  of  Maui  were  sugar  and 
pineapple  or,  more  recently,  a  potent 
form  of  homegrown  cannabis  known  as 
"Maui  wowie.  "  Now  the  moneyed  tour- 
ists are  getting  high  on  real  estate. 

Tiny  Maui  (pop.  60,000,  area  729 
square  miles)  is  an  unspoiled  speck  of 
green  mountains  and  golden  beaches  25 
jet  minutes  from  Honolulu.  It's  also  the 
center  of  Hawaii's  most  feverish  land 
speculation  since  the  boom  that  trans- 
formed Waikiki  ten  years  ago. 

Tourism  came  later  to  Maui  than  to 
the  rest  of  Hawaii.  While  tourism  growth 
leveled  off  for  the  state  as  a  whole  this 
year,  it  was  up  7%  in  Maui  for  the  first 
six  months,  and  an  estimated  1.3  million 
visitors  are  expected  on  the  island  this 
year.  To  serve  them,  at  least  four  major 
resorts  have  been  started  or  are  expand- 


ing. The  first  one  is  Kaanapali  (owned  by 
the  $1.3-billion  conglomerate  Amfac), 
where  developer  Chris  Hemmeter  plans 
what  he  calls  "the  world's  greatest  resort 
hotel."  Hemmeter's  $80-million  Hyatt 
Regency  Maui  is  scheduled  to  open  in 
1980.  It  will  be  so  big,  he  says,  "you  will 
have  to  pack  a  lunch  to  go  from  one  end 
to  the  other.  " 

The  most  luxurious  resort  is  the  Kapa- 
lua  Bay  resort  of  Maui  Land  &  Pineapple 
Co.,  750  acres  stretching  from  the  is- 
land's blue-green  pineapple  fields  in  the 
mountains  to  the  ragged  coast  and  beach 
below.  Kapalua  Bay,  which  will  charge 
up  to  $155  a  day,  will  be  managed  by 
Rockresorts,  whose  owner,  Laurance  S. 
Rockefeller,  sold  his  other  Hawaii  hotel, 
the  Mauna  Kea,  for  $51.5  million  earlier 
this  year. 

From  a  business  point  of  view,  the 


Maui  visitors  tend  to  be  the  cream  of  the 
tourists:  return  visitors  who  stay  longer 
and  spend  more. 

The  cream  of  the  cream  are  the  condo- 
minium buyers.  No  hotel  check-in 
counters  for  them.  They  just  turn  the 
key  in  their  own  apartment  door,  pour 
themselves  a  mai-tai  and  go  out  on  their 
terrace  and  enjoy  the  breeze.  Maui  al- 
ready has  about  8,000  condominiums — 
almost  $l-bill  ion  worth.  Another  2,500 
are  plann(>d  in  the  next  several  years. 
Around  them  a  red-hot  market  has  de- 
veloped in  the  past  year  and  a  half  Says 
one  realtor:  "Even  the  junk  is  selling.  " 
Realty  markets,  like  many  others,  are 
cyclical.  Says  Teney  Takahashi,  presi- 
dent of  Amfac  Communities-Maui  of  the 
years  between  1969-72:  "These  were 
pump-priming  years — ^just  attempting  to 
get  money  into  Maui  County.  Because 
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Land  developer  Chris  Hernrneter 


Mainlander  on  the  move. 

development  was  encouraged,  over- 
building took  place."  Then  the  recession 
all  but  wiped  out  the  market  for  condos. 
Some  builders  went  bankrupt.  But  now 
Maui  is  jumping  again. 

"This  is  a  tremendous  period  of  appre- 
ciation," says  Wendell  F.  Brooks  Jr., 
general  manager  of  Wailea,  another  big 
but  not  yet  completed  resort.  "There 
have  been  increases  in  equity  of  200%  or 
300%  in  a  couple  of  years."  Now  resorts 
like  Wailea  and  Kapalua  Bay  hold  peri- 
odic lotteries  whose  onlv  prizes  are  the 
right  to  buy  a  $200, 000- to- $400, 000  con- 
dominium. This  big  chunk  of  money 
buys  apartments  that  have  not  yet  left 
the  drawing  board. 

One  such  drawing  at  Kapalua  Bay  was 
attended  by  eager  buyers  who  flew  in  from 
the  U.S.  West  Coast,  Asia  and  Australia  to 
enrich  Maui  Land  (1977  revenues:  $65 
million)  by  $13.7  million  in  one  evening. 
In  April  1,200  people  entered  the  lists  for 
one  of  148  Wailea  Ekolu  condominiums. 
Winners  plunked  down  10%  of  the 
$12.5,000-to-$230,000  purchase  price. 
The  day  s  take  for  Wailea  Development 
Corp.,  a  joint  venture  of  Alexander  & 
Baldwin,  Inc.  and  Northwestern  Mutual 
Life  Mortgage;  $25  million. 

Another  developer  is  Japan's  Seibu 
Land  Development  Corp.  Headed  by 
Yoshiaki  Tsutsumi,  it's  part  of  the  huge 
Seibu  Group  which,  in  Japan,  runs  real 
estate,  department  stores,  railroads  and 
hotels.  Seibu  wants  to  develop  1,000 
acres  on  the  slopes  of  Maui  s  dormant 
volcano,  Haleakala.  Thus  far,  nothing  ex- 
ists but  a  start  on  the  golf  course. 

About  half  of  the  buyers  plan  to  rent 
their  condos  for  over  $100  a  day.  Profit- 
able'? Says  Colin  Cameron,  chairman  of 
Maui  Land  &  Pineapple:  "We  tell  them 


right  from  the  start:  "Buy  these  and  lose 
money.'  "  Or,  as  Thomas  Rohr,  presi- 
dent of  Kapalua  Land  Development 
Corp.,  puts  it:  "1  tell  them  this  is  not  a 
speculative  venture — it's  very  expen- 
sive, a  luxury.  "  Cameron  shakes  his 
head.  "It's  amazing,  though,"  he  says.  "I 
still  don't  (juite  understand  it  myself" 

It  can't,  in  fact,  be  understood  in  ra- 
tional terms;  it's  an  emotional  phenom- 
enon. A  little  arithmetic:  Buying  a 
$250,000  vacation  condominium  usually 
requires  25%  down,  with  the  remainder 
over  30  years  at  91/2%  to  10y2%.  Average 
annual  mortgage  outlays:  $19,200.  Add 
taxes  and  maintenance,  and  the  cost  can 
easily  mount  to  $24,000.  You  could  rent 
a  two-bedroom  cottage  at  the  Royal  La- 
haina  on  Maui  for  almost  half  a  year  at 
that  price.  Even  allowing  for  the  tax 
advantages  involved  in  deducting  mort- 
gage interest  and  realty  taxes,  that's  a 
questionable  bargain.  (And  those  who 
hope  for  further  tax  advantages,  through 
renting  their  condominiums  for  part  of 
the  year,  face  a  hassle  with  the  Internal 
Revenue.  The  IRS  no  longer  allows 
condo  owners  to  call  their  vacation  home 
a  business — by  renting  them  out — and 
then  taking  large  writeoffs  on  the  losses 
which  inevitably  follow.) 

Maui's  locals,  who  used  to  swim  off 
beaches  once  worth  25  cents  a  square 
foot  that  are  now  $25,  are  bewildered  by 
the  whole  thing.  Their  champion  is  May- 
or Elmer  F.  Cravalho,  who  has  imposed 
tough  restrictions  on  housing,  ecology 
and  transportation  services  to  keep  from 
damaging  the  environment  and  style  of 
life.  Hemrneter's  development  company 
and  the  Amfac  landowners  had  to  carry 
costs  of  close  to  $25,000  a  day  for  six 
months,   for  example,   until  they  pro- 


Amfac-Muui  s  President  Takofuishi 


No  pump-priming  needed  now. 


Maui  Land  i-  Pine  s  Colin  Cameron 


"I  dont  understand  it." 

vided  employee  housing  for  the  Hyatt 
Regency  project. 

But  that's  peanuts,  and  ecological  con- 
cerns play  into  the  developers  hands — 
the  more  restrictions,  the  better  the 
view,  the  cleaner  the  air,  the  higher  the 
price.  Which  may  be  why  Hemmeter 
praises  the  mayor  as  ""a  strong  leader.  " 
Says  he  solemnly:  "You  just  don't  pull 
the  wool  over  the  mayor's  eyes. 

"You  think  the  bottom  has  to  go  out 
somewhere,  '  says  developer  Masaru 
(Pundy)  Yokouchi,  president  of  Valley 
Isle  Realty.  "Then  you  look  at  equivalent 
values  in  Tokyo  or  Hong  Kong,  you 
name  it.  There  will  be  certain  spots  in 
the  world  where  people  want  to  be,  and 
Maui  is  going  to  be  one  of  them.  " 

That's  Yokouchi  the  developer-sales- 
man talking.  But  Yokouchi  is  also  an 
islander  who  hasn't  lost  his  earthy  sense 
of  humor — or  his  candor.  He  goes  on: 

"Why  would  a  guy  from  Australia 
come  all  the  way  to  Maui,  to  a  place  he 
can't  even  find  on  a  map,  to  buy  a 
$200,000  condominium?  I  figure  these 
guys  are  like  me;  at  53,  I'm  lucky  if  I  got 
another  ten  years.  So  I  buy  two  Mer- 
cedes even  though  I  can  drive  only  one 
at  a  time.  These  guys  are  all  in  their  40s 
and  50s  and  in  the  top  3%  in  income. 
They  say,  "Why  the  hell  shouldn't  I?' 
What  developers  like  Kapalua  do  is  lock 
that  guy  in.  They  convince  him  he  d 
better  make  up  his  mind  or  miss  a  great 
opportunity.  If  you  let  that  guy  go  back 
to  Iowa  or  Tokyo  or  Sydney,  he'll  sober 
up  when  all  the  romance  is  gone  and  ask 
himself  why  he  did  it. 

Which  is  another  way  of  saying  that 
rich  people  aren't  necessarily  smarter 
than  poor  people  when  it  comes  to  han- 
dling money.  ■ 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"The  way  I  see  it, 
clients,  agents  and  insurance  companies 
like  CNA  all  have  the  same  goal.  And  that's 

to  come  up  with  the  best  coverage  at  the  most  reasonable  cost 
over  the  long  haul.  Together,  we're  doing  it.  CNA  people  work 
closely  with  us  on  risk  management.  Identifying  risks  and 
suggesting  improvements,  like  putting  safety  treads  on  a  stair- 
way A  small  thing,  maybe,  but  it  shows  how  this  three-way 
partnership  can  work.  And  how  clients  can  have  an  important 
effect  on  their  own  insurance  costs.  Because,  I  think  what  we 
have  to  be  is  together.''  ^   ,  ^ 


INSURANCE  FfiOM 

Judge  us  by  the  agents  who  represent  us 
Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


P-1420D 


The  outstanding  14 
digit.  2  memory 
printer /display.  Item 
counter,  mark  up 

mark  down  key, 
broad  percentage 
(unction,  reverse 
and  non  add 
print  key 


CP-1231D 


12  digit  printer/ 
display  with  3  mem 
ory  versatility 
Pfrforms  (our  col 
umn  totaling  Dual 
functioning  item 
count,  mark  up 
key  ,  delta  per 
centage  shift  key 
and  sign  change 


Advanced  12  digit 
printer /display  with 
automatic  or  selective 
accumulation  Mark  up 
and  delta  percentage 
keys,  two  key  rollover, 
and  buttered  keyboard 
CP-1212D    for  quick  operation 


CP-1200 


The  perfect  12  digit 
printer  with  touch  of 
adding  machine  to 
work  with  large 
numbers.  Features 
include  Grand  Total 
key,  buffered  key 
board  with  two-key 
rollover 


CD-1210 


A  versatile  12  digit,  1 
memory  display  cal 
culator  Features 
include  mark  up 
key.  delta  percent 
age  key.  percentage 
add  on  and  dis 
count  key 


CP-1012 


Reliable,  economi 
cal,  10  digit.  1  mem 
ory  printer.  Features 
quieter,  taster 
Canon  Magnetic 
Printer,  line  of 
dashes  selector  key 
to  separate  your 
calculations,  fixed 
or  floating  decimals 


Calculators  have  come  a  long  way  in  a 
iort  time. 

They've  gotten  smaller.  More  sophisti- 
ited.  More  economical.  And  more  reliable. 

And  since  the  beginning.  Canon  has 
?en  a  leader  in  the  calculator  revolution 

In  1964.  we  introduced  the  world's  first 
)  key  desktop  calculator  Since  then  a  con- 
luous  research  and  development  program 
as  enabled  us  to  hold  our  position  as  a 
ader  in  the  calculator  industry.  And  with 
jr  improved  calculators,  in  reliability  as  well. 


Representing  this  development  has  been 
a  line  of  advanced  printing  calculators  that 
combine  advanced  electronic  technology 
with  simple  adding  machine  like  keyboard. 

Our  display  calculators  have  large,  easy 
to-read  displays,  fatigue  free  keyboards,  and 
are  unique  in  their  class  for  reliability.  And 
our  line  of  printer/display  calculators  is  the 
perfect  combination  of  digital  display  conve 
nience  and  tape  pnntout  precision. 

Through  the  years  Canon  has  continually 
expanded  its  technological  and  manufactur 


ing  capability  at  its  Costa  Mesa,  California 
plant  to  meet  the  growing  needs  of  the 
American  consumer  And  is  producing  the 
most  advanced  calculators— display,  printer 
and  pnnter/display— at  this  modern  produc 
tion  complex. 

Research.  Features.  Reliability.  Value. 
Now  all  from  one  reliable  calculator 
source  .  Canon. 

Call  your  local  Canon  dealer  about  the 
full  line  of  more  than  20  Canon  commercial 
calculators. 


Get  it  from 
a  reliable  source. 

Canon. 


CHECK  BELOW  FOR  THE  NEAREST  CANON  DEALER, 


ALASKA 

Anchorage  The  Arctic  Office 

Machine  Co  ^im  mi 

Fairbanks  Bower's  Office  Products.  Inc.  907  479-6264 


ARIZONA 

Casa  Grande  Baker  Office  Supply  602  836-7425 

Flagstaff  Walsh  Bros.  Office  Equipment  602  526-2818 

Glendale  Walsh  Bros.  Office  Equipment  602  931-4313 

Lake  Havasu  Parks  Business  Equipment  602  855-8081 

Plioenix  Walsh  Bros.  Office  Equipment  602  244  9721 

Prescott  Seitz  Business  Equipment  602  445-6292 

Tucson  Walsh  Bros.  Office  Equipment  602  623-5446 


CALIFORNIA 

Angels  Camp  Calaveras  Office  Supply  209  736-2240 

Artesia  Artesia  Calculator  Service  '  213  860-2439 

Barstow  Barstov\(  Stationers  714  256  2161 

Beverly  Hills  Business  Equipment 

Center  213  272  0697 

Bishop  Bishop  Typewriter  Company  714  873  5773 

Burney  Hughes  Print  &  Office  Supply  916  335-4596 

Canyon  Country  Commercial  Office 

Suppliers  805  252  6622 

El  Centre  Crossland  Office  Supplies  714  352  4645 

Fresno  Roy  s  Office  Equipment  Center  209  485-0751 

Grand  Terrace  PEC.  Ltd  714  825-6821 

Indio  Indio  Cash  Register  714  347-1500 

Inglewood  Quality  Business  Machine 

Co  213  671  0075 

Lancaster  Desert  Office  Equipment  805  942-8466 

Lompoc  Stateside  Office  Supply  805  736-1231 

Long  Beach  California  Calculator  Co.  213  422-1291 

Los  Angeles  Angelus  Typewriter 

Company  213  385-7433 

Los  Angeles  Astro  Office  Products  213  487  3410 

Los  Angeles  Business  Machines 

Unlimited  213  559-7840 

Los  Angeles  Cassidy.  Cence  &  Marshall  213  627  5491 

Los  Angeles  Westfail  Office  Equipment  213  385  0021 

Merced  Davis  Typewriter  Company  209  723  2929 

Modesto!  M  Morris  Company  209  529-3610 

Mountain  View  Business  Equipment 

Company  415  969-2666 

Napa  Allied  Business  Systems  415  444-6383 

Oakland  Allied  Business  Systems  415  444  6383 

Pasadena  Business  Machines  & 

Equip  Co  213  796-531  1 

Pomona  Cook  Arthur,  Inc.  714  629  7630 

Redding  Cascade  Office  Machines  916  241  7921 

Sacramento  Central  Office  Equipment  916  447  4853 

Sacramento  Golden  State  Business 

Systems  916  441  2917 


Salinas  Dunn  s  Office  Equipment  408  424-4861 

San  Diego  Cash  Lewis  Company  714  582  2055 

San  Diego  Pacific  Data  Systems  714  292  4741 

San  Diego  Remco  Business  Products, 

Inc.  714  571  1737 

San  Francisco  Business  Equipment 

Company  415  392  1005 

San  Jose  B  E  Downes  &  Associates  408  996  1271 

San  Luis  Obispo  Dick  s  Office  Machines  805  543-7651 

Santa  Barbara  Ayaya  Business 

Equipment  Co  805  682  2338 

Santa  Rosa  Sampson  Typewriter 

Company  707  542  1838 

Shatter  Shafer  Office  Supply  805  746  3077 

Stockton  Turner  Business  Machines  209  951  7272 

Wasco  Shafer  Office  Supply  805  758-6441 

YrekaTop  Office  Products  916  842  1750 

Yuba  City  Mid  Valley  Office  Machines  916  673-7896 


COLORADO 

Boulder  Western  Office  Supply  303  442  4707 
Colorado  Springs  Louden  Office 

Machines  303  473  1118 

Cortez  Patterson  Office  Equipment  303  565-3363 

Craig  Tip  Top  Type  Shop  303  672-3144 

Craig  Courier  Office  Supply  303  824-6531 

Denver  Independent  Service,  Inc.  303  744-7071 

Fort  Collins  Belcher  Office  Supply  303  221-3894 

Greeley  Bachman  s,  Inc  303  352-7503 

Greeley  Nelson  Office  Supply  303  353-0246 

LaJunta  Gobins  303  384-4761 

Lamar  Gobin  s  303  336  4727 

Loveland  Belcher  Office  Supply  303  667  4121 

Rocky  Ford  Gobin  s  303  254-3055 

Salida  Mountain  Mail  303  529-6691 

Steamboat  Springs  Tip  Top  Type  Shop  303  879-0225 

HAWAII 

Hilo  Office  Things,  Inc.  808  935  5401 

Honolulu  Office  Things,  Inc.  808  524  0220 

Kahului  Office  Things,  Inc.  808  877  7331 

IDAHO 

Boise  A  t  Business  Machines  208  345-0054 

Keilog  Panhandle  Office  Supply  208  786  9101 
Pocatello  Intermountain  Business 

Systems  208  233  3812 

Twin  Falls  Snyder's  Office  Equipment  208  733  7075 

NEVADA 

Las  Vegas  Quality  Business  Equipment    702  386-0072 

Reno  Sin  Business  Machines  702  323-3079 


NEW  MEXICO 

Alamogordo  The  Ink  Well  505  437-7300 
Albuquerque  American  Computing  & 

Electronics  505  265-9535 

Farmington  Office  Supply  &  Service  Co.  505  325-5027 

Gallup  Gallup  Blue  Print  505  863  9396 

Hobbs  I  Got  It  Business  Machines  505  393-3676 

Las  Cruces  Office  Machines  &  Service  505  523-7406 

Lovington  The  Office  Center  505  396  362 1 

PortalesThe  Office  Center  505  356  4477 

Roswell  John  Office  Supply  505  622  1251 

Santa  Fe  Southwest  Business  Systems  505  982  4224 

Silver  City  Pete's  Business  Machines  505  538  9721 

OREGON 

Burns  Burns  Office  &  Art  Supply  503  573-2231 

Coos  Bay  Frank's  Office  Equipment  503  269-9383 

Eugene  Oregon  Typewriter  &  Recorder  503  342  2463 

Medford  Valley  Office  Equipment  503  779  4000 

Newport  Kangiser  Office  Supply  503  265  5571 

Portland  Oregon  Typewriter  &  Recorder  503  224-2141 

Roseburg  Roen's  Office  Equipment.  Inc.  503  672-6768 

Salem  Oregon  Typewriter  &  Recorder  503  364  3344 

The  Dalles  Craig  Office  Supply  503  296  3969 

UTAH 

Moab  Spencer's  Printing  &  Stationery  801  259-5735 

Ogden  Intermountain  Office  Equipment  801  399  5826 

Provo  Lloyd's  Typewriter  Company  801  374  0725 
Salt  Lake  City  All  Makes  Typewriter 

Company  801  328  4941 

WASHINGTON 

Bellingham  Blackburn  Office 

Equipment  206  733-7660 

Clarkston  Hohman  Business  Machines, 

Inc.  509  758-8165 

College  Place  Color  Press  509  525-6030 

Everett  Alpine  Office  Equipment  206  252  4164 

Longview  Aroa  Office  Products  206  636  5924 

Pasco  Basin  Typewriter  Company  509  547-8896 

Seattle  Acme  Office  Machine  Service 

Co.  206  633  3355 

Spokane  ABC  Office  Equipment  Co.  509  489  4444 

Tacoma  Calculators  Unlimited,  Inc.  206  572  5678 

Wenatchee  Nelson  Office  Machines, 

Inc  509  663  1649 

Yakima  Sig's  Office  Machines  509  248-6550 

WYOMING 

Cheyenne  Frontier  Office  Supply  307  634-731 1 

Lander  Marv's  Office  Equipment  307  332  9763 

Sheridan  Top  Typewriter  307  672  3144 


Where  quality  is  the  constant  factor. 


Canon 

Canon  USA.  Inc  .  10  Nevada  Drive  Lake  Success,  New  York  1 104? 

Canon  USA,  Inc  ,  140  Industrial  Drive,  Elmhurst  Illinois  60126 

Canon  USA,  Inc  ,  123  Paularino  Avenue  Easl,  Costa  Mesa  California  92626 


Electronic 
Calculators 


Pitncy-Boti  cs  Chairman  Fred  T.  Allen 


What,  Pitney?  Print  your  own  stamps? 


The  Kindly  Hand  Of  Fate 

Expecting  competition  in  its  basic  business, 
Pitney-Bowes  diversified.  Much  of  the  diversification 
bombed,  but  there  is  a  happy  ending. 


There's  something  to  he  said  for  riding 
your  horse  in  the  direction  it's  going. 
Take  Pitney-Bowes,  Inc.,  whicli  has  its 
hicrative  near-monopoly  on  postage  me- 
ters partly  through  merit  hut  mostly 
through  default. 

The  original  Mr.  Pitney  and  his  associ- 
ate Mr.  Bowes  introduced  the  idea  of 
metered  mail  in  the  U.S.  in  1920  and 
even  persuaded  the  unwilling  and  un- 
comprehending Post  Office  to  go  along 
(incredulously,  and  a  hit  impatiently,  as 
with  a  small  child:  "Pitney,  don't  you 
realize  if  we  did  that  wed  he  allowing 
people  to  print  their  own  stamps?").  But 
by  the  time  they  got  a  model  into  actual 
production,  many  of  the  hasic  patents 
had  expired  and  other  producers  (nota- 
bly NCR  Corp.— the  IBM  of  its  day)  had 
beaten  them  into  the  market.  P-B  settled 
into  being  a  secondary  producer  of  its 
own  product. 

But  after  World  War  II  its  competi- 
tors, including  not  only  NCR  but  the 


likes  of  IBM,  decided  to  concentrate  on 
newfangled  fields  like  computers  and 
electronics,  and  left  the  oldfangled  me- 
ters entirely  to  P-B.  In  due  course,  the 
Justice  Department  noticed  this  turn  of 
events  and  brought  an  antitrust  suit.  A 
consent  decree  was  carefully  constructed 
to  give  away  knowhow  and  encourage 
new  competitors.  One  even  appeared: 
Friden,  the  makers  of  the  old  Friden 
electromechanical  calculator. 

So  fate  interceded  again,  this  time  in 
the  form  of  Singer  Co..  which  accjuired 
Friden  and  managed  it  about  as  poorly  as 
it  was  then  managing  most  of  its  other 
acquisitions.  The  upshot:  P-B's  vast  pre- 
dominance was  assured.  Justice  has 
thrown  up  its  hands  and  gone  away. 
Today,  Pitney-Bowes  rents  out  and  ser- 
vices some  92%  of  the  700,0()()-odd  post- 
age meters  in  use  in  the  U.S.  and  a 
growing  share  of  the  meters  in  110  other 
countries  around  the  world.  The  meters 
account  for  about  half  the  $12-hillion- 


plus  postage  revenues  of  the  U.S.  Post 
Office,  and  their  rentals  for  about  25%  of 
Pitney-Bowes'  revenues. 

What  do  \<)u  do  when  you  have  a  gift 
horse  like  this  forced  on  you'-'  Well,  you 
might  as  well  make  the  most  of  it.  Com- 
pany salesmen  now  fill  customers'  mail 
rooms  with  a  vast  array  of  related  gad- 
gets, including  mailing  machines  that 
seal  envelopes  and  machines  that  open 
envelopes;  sorters,  collators,  folders  and 
inserters;  addresser-printers  and  em- 
bossers; sophisticated  weighing  scales; 
specialized  mail-room  furniture  and  on 
and  on.  They  even  sell  stamp-canceling 
machines  to  the  Post  Office. 

The  result  of  thus  cooperating  with 
inevitability  is  fairly  big  business,  it 
turns  out.  Chairman  Fred  T.  Allen,  61, 
oversaw  revenues  of  $606  million  last 
year,  and  a  20%  revenue  gain  in  the  first 
half  of  this  year.  Earnings  were  $37.9 
million  in  1977,  or  6.4%  of  revenues  and 
S2.80  a  share.  First-half  earnings  were 
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Every 
good  credit  executive 

deserves  two  things: 

a  raise 

and  Dun  &  Bradstreet. 


Dun  &  Bradstreet? 

Yes.  Because,  when  a  profession  is  responsible  for  9  out 
of  every  10  business  transactions— and  contributes 
directly  to  prof  its— its  members  deserve  to  be  rewarded. 
And  they  deserve  the  right  tools  to  get  the  job  done. 

Dun  &  Bradstreet. The  business  world's  number 
one  source  of  commercial  credit  information. 

Only  D&B  arms  credit  managers  with  com- 
plete information  on  5,000,000  companies  worldwide. 
Up-to-date  information,  so  credit  can  alert  sales  to 
changing  situations  among  customers.  Growth  patterns 


til. It  Lcin  steer  a  sales  torce  to  new  profit  opportunities. 

Most  importantly,  complete  credit  reports  from 
D&B  can  help  credit  managers  increase  net  profits  by 
reducing  the  average  collection  period  of  receivables. 

For  a  concern  earning  5%  net  on  an  annual 
volume  of  $25-million,  it  would  require  $685,000  in 
additional  sales  to  equal  what  a  credit  manager  can 
earn  the  company  by  collecting  receivables  10  days 
sooner. 

The  professional  credit  manager  and  Dun  & 
Bradstreet. Together,  they're  worth  their  weight  in  gold. 


DUN&BRADSTREET 

The  essential  business " 


Other  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know  The  Reuben  H,  Donnelley  Corporation  •  Corinthian  Broadcasting  Corporation 
Dun  &  Bradstreet  International  •  Technical  Publishing  Company  •  Moody's  Investors  Service  •  Marketing  Services  Division  •  Management  Consulting  Division 
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NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 
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CLASSIFIED 

appears  in  the  first  issue 
of  every  month 

Look  for  it  in  the 
upcoming  issue 


For  rates  and  other  information 
on  FORBES  CLASSIFIED 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


ahead  of  last  year's  by  21%.  Return  on 
equity  is  a  plush  20.9%. 

Pitney-Bowes  once  flirted  with  diver- 
sification and  took  quite  a  beating  in 
point-of-sale  terminals,  which  it  aban- 
doned after  writing  off  $70  million  in 
losses.  A  venture  in  copying  machines 
worked  out  better,  thanks  to  Pitney- 
Bowes'  2,800-person  sales  and  3,400- 
person  service  network.  Servicing  is  im- 
portant in  copiers  and  Pitney-Bowes 
found  that  90%  of  its  mailing  eciuipment 
customers  were  also  prospects  for  busi- 
ness copiers.  After  years  of  careful  culti- 
vation, the  copier  line,  with  a  volume  of 
$80  million,  started  contributing  to  cor- 
porate overhead  last  year,  and  this  year 
is  breaking  into  the  black. 

Still  somewhat  in  the  red  but  close  to 
breakeven  is  a  leasing  subsidiarx.  "Most 


"...  What  do  you  do  when 
you  have  a  gift  horse  like 
this  forced  on  you?  Make 
the  most  of  it ...  " 


of  our  customers  are  small  businesses. 
Chairman  Allen  points  out.  'If  our  small 
customers  want  to  borrow  for  their  mail- 
ing machines  or  copier  purchases  they 
find  the  rates  almost  prohibitively  ex- 
pensive. "  So  Pitney-Bowes  does  the  bor- 
rowing through  its  subsidiary'  and  re- 
lends  at  a  spread  to  its  customers.  With- 
in four  \  ears  Allen  expects  to  be  carrying 
$2.50  million  in  leased  machinery  and 
making  good  money  in  lending. 

All  in  all,  Allen  has  a  great  deal  to  be 
optimistic  about  these  days.  The  com- 
pany is  virtually  union  free,  personnel 
turnover  is  low  and  its  plants  and  even 
lower-level  management  operate  on  a 
piecework  or  incentive  basis. 

Labor  problems  at  the  Post  Office?  A 
problem  with  a  payoff  for  Pitney-Bowes. 
Whenever  the  postal  rates  go  up  it 
brings  another  freshet  of  new  business 
into  P-B.  Explains  Allen;  "Executives 
are  often  barely  aware  the  mail  room 
exists,  let  alone  that  the  labor  and  other 
costs  there  are  usually  greater  than  the 
postage  costs.  That  draws  their  atten- 
tion, though;  we  always  send  out  ads 
when  the  rates  go  up.  "  He  estimates 
more  than  1  million  untapped  business 
enterprises  have  enough  volume  to  justi- 
fy installing  P-B's  equipment. 

Even  the  recent  slowdown  in  mail  vol- 
ume increases  doesn't  bother  him:  Most 
of  it  is  in  intrabusiness  mailing  and  other 
segments  where  metering  is  little  used. 
And  United  Parcel  Service's  success  in 
drawing  parcel  business  away  especially 
doesn't  bother  him:  P-B  placed  more 
UPS  registers  than  ever  last  year. 

Pitney-Bowes  may  not  have  done 
much  to  create  its  monopoly  but  it  cer- 
tainly is  enjo\ing  it.  ■ 
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At  MAI  our  competitors  are 
often  our  customers. 


Originally,  we  set  up  Sorbus  Inc.  as  a 

ationwide  service  organization  to 
laintain  and  repair  only  the  computer 
ystems  and  peripherals  marketed  by 
1AI. 

But  we  didn't  stay  exclusive  very  long. 

Because  many  users  of  data- 
rocessing  equipment,  who  formerly 
alied  on  the  products  of  a  single  man- 
facturer,  began  to  "mix  and  match" 
ie  products  of  several  manufacturers. 

Desiring  the  convenience  of  one 
ompany  to  service  all  their  equipment, 


many  of  these  users  turned  to  Sorbus 
as  the  logical  choice. 

At  the  same  time,  manufacturers  of 
other  data-processing  equipment,  not 
wishing  to  devote  the  necessary  time  or 
capital  to  the  setting  up  of  their  own 
service  networks,  also,  in  many  in- 
stances, called  on  Sorbus  to  become 
their  maintenance  arm. 

Today,  thanks  to  innovative  and  sim- 
plified techniques  for  the  repair  and 
maintenance  of  all  types  of  data- 
processing  equipment  (even  equipment 


made  by  companies  that  may  compete 
with  us),  Sorbus  has  grown  to  become 
America's  largest  third  party  service 
organization. 

MAI,  a  multinational  company,  also 
manufactures  and  markets  Basic  Four<p^ 
business  computer  systems  and  Word- 
stream''''*^  word  processing  systems. 

If  you  would  like  to  learn  more  about 
the  MAI  companies,  just  send  for  our 
Annual  Report  and  other  literature. 


It  takes  a  smart  company  to  make  computer  technology  simple. 


Management  Assistance  lnc./300  East  44th  Street/New  York  NY  10017 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 
Wordstream  Corporation  •  Wordstream  Products  Corporation 


WFRE  HELPING  THE  BANK 
AEET  CUSTOMERS  AT  THE  STORE 


PROBLEM: 


In  1976,  Buffalo  Savings  Bank 
had  adequate  branching.  But  fore- 
casts indicated  that  64,000  new 
checking  account  customers  would 
be  added  in  the  next  two  years.  Tliese 
new  customers  threatened  to  flood 
their  lobbies. 

The  bank  would  have  estab- 

m 


lished  new  offices,  de' 
spite  the  huge  capital  outlays, 
but  there  were  New  York  State 
banking  regulations  permitting  them 
to  add  only  one  per  yean 

Like  so  many  other  business 
problems,  this  one  turned  out  to 
have  a  communications  solution. 


sournoN: 


With  the  help  of  Bell  System 
experts,  the  bank  found  a  way  to 
reach  out  to  its  customers.  What 
does  it  is  a  Bell  System  service  that 
puts  people  in  touch  with  the  bank's 
computer,  over  regular  telephone 
lines,  using  a  Transaction  telephone 
and  an  identification  card.  In  super 
markets,  drug  stores,  department 
stores— over  fifty  of  them,  at  last 
count. 

There,  assisted  by  store  person 
nel,  the  bank's  customers  can  make!' 
deposits  and  withdrawals  and  cash' 
checks.  Up  to  fifteen  hours  a  day 
seven  days  a  week. 

These  installations  are  now 
handling  more  than  fifteen  percent  of 
the  bank's  transactions.  And  . 
the  stores  where  they're  ^pi^ 


installed  are 
getting 


^^^^^^ 


Over 
50  plug-in 
facilities. 

more  traffic,  more  business. 

WTiether  you're  in  banking  or 
baking,  petroleum  or  publishing,  if 
you  haven't  talked  systems  with  your 
Bell  Account  Executive  lately,  you're 
missing  something. 

The  system  is  the  solution. 


Bell  System 


The  Ferrochromium  Caper 


What  should  have  been  a  simple  argument 
about  the  pricing  of  an  obscure  product 
turns  into  an  argument  over  apartheid. 
No  wonder  it's  so  difficult 
to  get  anything  done  in  Washington  these  days. 


If  President  Carter  thought  he  had  an 
open-and-shut  case  when  he  accepted 
the  recommendations  of  his  Trade  PoHcy 
Committee  and  turned  down  a  request 
for  a  protective  tariflF  on  ferrochromium, 
he  once  again  underestimated  the  devi- 
ousness  of  Washington's  special-interest 
lobhies.  Carter  had  turned  down  the 
tariff  largely  because  he  judged  its  effect 
would  be  clearly  inflationary.  The  trou- 
ble with  inflation  as  a  political  issue  is 
that  most  people  would  like  to  see  the 
prices  of  their  own  goods  go  up — it's  the 
other  fellow's  rising  prices  they  are  wor- 
ried about. 

Ferrochromium,  or  more  specifically 
high-carbon  ferrochromium,  is  a  mixture 
of  iron  and  chromium  used  in  the  pro- 
duction of  stainless  steel.  The  total  U.S. 
consumption  last  year  was  about  190,000 
tons,  worth  perhaps  $140  million.  U.S. 
domestic  producers  supply  about  half 
the  nation's  needs  and  could  supply 
much  more,  though  higher  prices  might 
be  required. 

But  they  haven't  been  higher,  mainly 
because  imports — predominantly  from 
South  Africa — have  been  growing 
uproariously:  Last  year  South  Africa 
alone  supplied  nearly  40%  of  U.S.  re- 
quirements. This  led  a  handful  of  domes- 
tic producers,  of  which  New  Jersey- 
headquartered  .Airco,  Inc.  (itself  a  sub- 
sidiar\  of  Britain's  BOC  International, 
Ltd.)  is  far  and  away  the  largest,  to  com- 
plain last  fall  to  the  U.S.  International 
Trade  Commission  that  they  were  being 
injured.  The  ITC,  an  independent  gov- 
ernment agency  with  a  reputation  for 
being  easily  alarmed,  responded  by  rec- 


ommending that  a  30%  tariff  be  slapped 
on  imports.  However,  when  the  recom- 
mendation was  presented  to  President 
Carter  for  his  required  approval,  he 
turned  it  down  on  the  advice  of  his  Cabi- 
net-level Trade  Policy  Committee. 

Undismayed,  the  domestic  producers, 
led  by  Airco,  decided  to  try  an  end  run 
on  the  President.  They  hired  a  lobbying 
firm  whose  principal  member  is  Robert 
J.  Keefe,  formerly  a  top  aide  on  the 
Democratic  National  Committee.  His 
boss  there  was  Robert  S.  Strauss,  who 
now  is  Carter's  special  trade  representa- 
tive. The  new  lobbyists  are  raising  the 
emotionally  charged  issue  of  apartheid  to 
gain  the  support  of  black  congressmen 
and  of  black  leaders  in  general;  cajoling 
Commerce  Department  officials  about 
ferrochromium's  impact  on  the  U.S.' 
trade  deficit;  and  earnestly  pointing  out 
to  the  Defense  Department  the  danger 
of  depending  on  a  potentially  nstable 
country  for  supplies  of  an  alleg  ily  key 
defense  material.  In  short,  the  lobby  is 
wrapping  its  client  in  the  flag. 

All  this  takes  place  against  a  backdrop 
of  a  rehearing  of  the  domestic  producers' 
complaint,  undertaken  by  the  ITC  at  the 
suggestion  of  the  House  Ways  &  Means 
Committee.  At  its  new  hearing  on  Aug. 
8,  the  ITC  was  informed  that  imports 
from  South  Africa  now  m.ake  up  nearly 
half  of  U.S.  consumption.  As  a  result,  on 
Aug.  23  the  ITC  announced  that  it  con- 
sidered U.S.  domestic  producers  were 
being  injured. 

But  wait:  Who  is  the  South  .African 
shipper  of  all  this  new  ferrochromium  to 
the  U.S.?  None  other  than  old  veldt- 


veteran  Union  Carbide  Corp.,  which 
largely  dropped  out  of  the  domestic  fer- 
rochromium market  a  few  years  ago  until 
it  could  complete  a  $50-million  joint- 
venture  installation  in  South  Africa.  Car- 
bide is  selling  ferrochromium  at  a  U.S.- 
delivered  price  of  34  cents  a  pound, 
rather  than  the  40  cents  that  Airco  and 
the  smaller  domestic  producers  say  they 
need  to  survive.  At  present  price  levels 
they  estimate  that  they  will  show  a  com- 
bined deficit  of  approximately  $6  million 
this  year. 

If  South  African  supply  is  so  cheap, 
why  didn't  Airco  get  in  on  it?  Partly 
because  Airco  is  putting  its  resources 
into  a  Swedish  ferrochromium  venture 
now  engaged  in  a  hassle  with  the  Com- 
mon Market  over  whether — you  guessed 
it — it  is  dumping  in  Europe.  But  that's 
not  the  only  or  even  the  main  reason. 
"We  got  the  hell  out  of  South  Africa  in 
1973,  "  says  John  W.  Johnstone,  presi- 
dent of  Airco's  alloys  division,  "because 
we  think  the  place  is  eventually  going 
down  the  tube.  " 

So  now  that  the  ITC  has  once  again 
ruled  in  favor  of  the  domestic  producers. 
President  Carter  must  accept  or  reject 
its  recommended  remedy  by  Nov.  6, 
which  happens  to  be  the  day  before  the 
midterm  congressional  elections.  At  that 
time  the  simpleminded  will  denounce 
Carter  as  either  a)  an  enemy  of  fi^ee  trade 
or  b)  a  supporter  of  South  Africa's  inhu- 
man apartheid  policies. 

No  wonder  it  is  so  hard  to  fight  infla- 
tion. Interested  people  can  always  find 
such  compelling  arguments  in  favor  of 
raising  their  own  prices.  ■ 
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Why  Big  Business 
Is  Going  Fisliing 

With  a  shrimp  cocktail  going  for  $5.25  in  restaurants 
and  the  demand  for  fish  soaring,  it's  hardly  surprising 
that  fish  farming  is  fast  becoming  big  business. 


Aquaculture — fish  farming — has  not 
ended  world  starvation,  as  some  futurists 
in  the  1960s  trumpeted  it  might,  but 
worldwide  and  in  the  U.S.  it  has  arrived 
as  a  profitable  business. 

Behind  the  boom  is  soaring  demand 
for  most  naturally  grown  fish — called 
"wild"  in  the  trade.  A  decade  ago  Ameri- 
cans consumed  10.6  pounds  of  fish  per 
capita;  last  year  the  figure  was  up  to  12.8 
pounds  and  is  still  rising.  Low  in  choles- 
terol and  calories,  fish  are  becoming 
more  popular  among  health-minded 
Americans.  As  a  result,  prices  have  gone 
berserk.  The  average  retail  price  for  lob- 
ster is  $4.90  per  pound,  $5.25  for  salmon 
and  $4.50  for  shrimp.  Last  year  the  U.S. 
had  to  import  over  60%  of  the  fish  it 
consumed,  adding  in  the  process  $2  bil- 
lion to  an  already  swelling  trade  deficit. 
All  this  is  doing  ftirther  damage  to  the 
U.S.  balance  of  payments.  F'ish  farming, 
properly  developed,  could  make  a  differ- 
ence to  the  battered  dollar. 

Already  10%  of  the  world's  fish  supply 
is  raised  artificially.  China,  the  world's 
largest  fish-farming  nation,  produces  in- 
expensive but  high-protein  carp.  Russia 
raises  sturgeon  and  "ranches  "  salmon.  In 
Japan  aquaculture  is  a  highly  developed 
technology;  in  fish-eating  Bangladesh  it 
provides  40%  of  the  local  needs. 

In  the  U.S.,  aquaculture  has  only  re- 
cently emerged  from,  the  experimental 
stage,  but  already  there  are  shrimp 
raised  in  the  effluents  of  power  plants. 


salmon  grown  in  pens  and  ranched  in  the 
oceans,  trout  bred  in  concrete  raceways, 
catfish  farmed  in  ponds  and  abalone 
raised  30  feet  underwater  beneath  off- 
shore oil-drilling  platforms.  In  all,  aqua- 
business  in  the  U.S.  is  an  $800-million 
retail  industry  involving  about  5,000  en- 
terprises, mostly  small  to  tiny,  but  some 
large  and  well  known:  Weyerhaeuser 
Co.,  Union  Carbide  Corp.,  The  Coca- 
Cola  Co.,  Ralston  Purina  Co.,  General 
Mills,  Inc.,  Atlantic  Richfield  Co., 
Merck  &  Co.,  Carrier  Corp.  and  Stauffer 
Chemical  Co. 

Some  other  big  companies  have  tried 
it  without  notable  success,  including 
Dow  Chemical  Co.,  Pennzoil  Co.,  Sun 
Oil  Co.,  Greyhound  Corp.'s  Armour  & 
Co. ,  Prudential  Insurance  Co.  of  Amer- 
ica and  United  Brands  Co.  In  addition, 
hundreds  of  small  investors  were  ripped 
off  by  various  scams— one  man  made  $1 
million  selling  ten-foot  lots  of  a  worthless 
Washington  bay  for  $1,000  to  $2,000  by 
promising  to  grow  oysters  there — and 
hundreds  more  lost  out  on  undercapital- 
ized and  ill-conceived  ventures.  In  fact, 
there  had  been  so  many  disappointments 
that  acjuabusiness  acquired  a  bad  name. 
By  the  late  1960s,  venture  capital,  and 
with  it  a  great  deal  of  public  interest,  had 
dried  up. 

Despite  these  setbacks,  aquabusiness 
didn't  die.  The  industry  grew  slowly  and 
research  continued.  Many  of  the  techno- 
logical problems  that  had  been  the  root 


of  so  many  failures  in  the  1960s  were 
overcome.  Today,  a  few  sectors  of  aqua- 
business  are  very  profitable  indeed;  oth- 
ers are  on  the  verge  of  becoming  so. 
Venture  capital  is  coming  back.  "Aqua- 
culture in  this  country  is  about  to  take 
off,'  says  consultant  John  Glude,  indus- 
try pioneer  and  architect  of  the  govern- 
ment's aquabusiness  plan. 

Aquabusiness  hadn't  been  entirely  for- 
eign to  the  U.S.  even  in  earlier  times.  For 
years,  all  U.S.  trout  for  commercial  sale 
have  been  raised  on  fish  farms  (since  1970 
production  on  these  farms  has  doubled  to 
30  million  pounds).  Usually  comprising 
concrete  raceways  (shallow,  rectangular 
troughs  in  rows)  or  ponds,  many  are 
located  in  the  Snake  River  Canyon  near 
Twin  Falls,  Idaho.  Four  major  vertically 
integrated  farms  there  together  do  about 
$30  million  a  year;  hundreds  of  mom-and- 
pop  operations  do  another  $60  million. 
"We  are  disappointed  if  our  return  on 
equity  falls  below  30%,  "  says  Larry  Cope, 
executive  vice  president  at  $10-million- 
sales  Clear  Springs  Trout  Co. 

Not  as  integrated  but  also  profitable  is 
the  $100-million  U.S.  catfish-farming 
business.  The  largest  outfit  is  ConAgra, 
Inc.,  an  Omaha,  Neb. -based  concern 
that  earns  25%  pretax  on  its  $8-million 
catfish  production  and  processing  facili- 
ties. But  the  vast  majority  of  the  coun- 
try's 2,000  catfish-farming  operations  are 
run  as  small  sidelines  by  cotton,  soybean 
and  rice  growers  in  the  flatlands  of  Lou- 
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isiana,      Mississippi     and  Arkansas. 

Other  profitable  segments  are  the 
farming  of  oysters,  clams,  ornamental  or 
tropical  fish  {see  box),  crayfish,  bait  min- 
nows (15%  of  all  U.S.  aquabusiness  is  for 
sport)  and  the  $30-million  retail  business 
of  harvesting  seaweed  (used  as  a  gelling 
agent  in  ice  cream  and  yogurt). 

But  most  of  the  large  corporate  dol- 
lars— and  most  of  the  excitement — in 
aquabusiness  these  days  are  concentrat- 
ed not  in  the  established  segments,  but 
in  those  that  seem  about  to  burgeon: 
salmon  and  shrimp.  Both  are  huge  mar- 
kets in  which  demand  is  rising  much 
faster  than  supply.  Farming  of  both 
these  saltwater  fish  is  expected  to  reach 
profitabihty  with  this  year's  crops.  "Up 
until  now,  most  of  our  success  has  come 
in  freshwater  aquaculture,  "  says  Dr. 
Harold  Webber,  president  of  Groton  As- 
sociates, a  consulting  and  farming  firm. 
"But  America,  as  a  general  rule,  is  a 
saltwater-fish-eating  nation.  " 

The  giants  of  salmon  aquabusiness  are 
Union  Carbide  and  Weyerhaeuser 
(which  together  have  invested  an  esti- 
mated $40  million)  and  the  U.S.  govern- 
ment, which  runs  100  salmon  hatcheries 
to  restock  diminishing  supplies.  Union 
Carbide,  through  its  Domsea  Farms, 
Inc.  subsidiary  in  Bremerton,  Wash., 
has  been  raising  salmon  in  net  pens  for 
eight  years.  This  year's  crop  will  turn  the 
first  profits. 

Ocean  ranching,  where  small  salmon 


are  let  out  to  graze  in  the  oceans  and 
recaptured  when  they  return  to  their 
native  streams  and  rivers  to  spawn,  of- 
fers an  even  greater  potential.  Feed 
costs  (the  biggest  expense  in  most  fish 
farming — about  40%  to  60%)  are  only  1 
cent  per  pound,  vs.  45  cents  in  the  pen- 
reared  system.  The  ocean-grazing  fish 
grow  to  wild  sizes  of  4  to  40  pounds  vs. 
only  three-quarters  of  a  pound  in  pens. 
Of  course,  a  great  many  of  the  salmon 
get  away,  but  if  only  1%  of  some  species 


.  .  'It's  like  after  World 
War  II  when  people  were 
talking  about  having  a  heli- 
copter in  every  garage' .  .  ." 


return  and  are  caught,  ocean  ranching 
can  break  even.  So  far  Weyerhaeuser, 
the  pioneer,  has  been  recapturing  1%  to 
5%  in  its  pilot  operations.  (Union  Car- 
bide got  into  ocean  ranching  three  years 
ago  and  is  expecting  its  first  salmon  har- 
vest in  1979.) 

Even  more  corporations  are  entering 
the  shrimp-farming  sweepstakes.  Coca- 
Cola  has  a  farm  in  Mexico,  about  which 
chief  executive  officer  J.  Paul  Austin  is 
most  enthusiastic  {see  box). 

Ralston  Purina,  an  early  dropout  from 
catfish,  has  put  six  years  and  an  estimat- 
ed $5  million  into  its  shrimp  aquabusi- 


ness. General  Mills  for  some  time  has 
been  raising  freshwater  shrimp  (called 
prawn)  in  Honduras  to  supply  its  Red 
Lobster  Inn  restaurant  chain.  C.  Brewer 
&  Co.  in  Hawaii  is  raising  prawn  on  old 
sugarcane  land  for  tourists  who  want  a 
taste  of  Polynesia.  But  the  biggest  poten- 
tial is  in  saltwater  shrimp,  a  $2-billion 
retail  market  in  the  U.S.  Many  of  the 
companies  are  locating  in  Central  Amer- 
ica, where  the  shrimp  grow  wild  offshore 
and  the  host  countries  often  offer  cheap 
labor  and  tax-free  environments. 

Acjuabusiness,  however,  still  has  its 
problems.  It  runs  the  same  risks  as  any 
other  form  of  farming  and  a  few  more 
besides.  John  Cheshire,  president  of 
saltwater  shrimp-producing  Marifarms, 
Inc.  in  Panama  City,  Fla. ,  thinks  many 
of  the  big  corporations  don't  realize  that. 
"When  they  learn  that  it's  farming,  "  says 
the  former  Du  Pont  employee  and  Har- 
vard M.B.A.,  "most  of  them  will  get 
out.  "  Cheshire  knows  firsthand  just  how 
tough  fish  farming  can  be:  In  12  years 
Marifarms  has  lost  $12  million  (Cheshire 
and  his  wife  personally  lost  $1.7  million) 
and  has  been  wiped  out  once  by  a  hurri- 
cane. Only  a  fancy  array  of  tax-shelter 
financings  has  helped  keep  him  afloat. 
He  wants  desperately  to  stay  alive  now, 
just  when  profitability  in  shrimp  farming 
seems  to  be  so  close. 

Furthermore,  suitable  sites  are  few 
and  most  are  located  on  valuable  coastal 
land  where  competition  from  resorts,  ur- 


Life  In  A  Fishbowl 


Even  though  the  U.S.  raises  only  a  tiny  portion  of  the 
world's  fish  supply  for  eating,  it  is  the  number-one 
farmer  of  ornamental  fish.  Since  just  after  the  turn  of 
the  century,  Florida 
farmers  have  made  good 
money  turning  dirt-bed 
ponds  into  farms  for 
such  exotic  species  as 
angelfish,  bettas,  black 
mollies  and  some  650 
other  varieties. 

Often  no  longer  than  a 
little  finger  and  retailing 
at  75  cents  apiece  on  the 
average,  domestically 
raised  ornamental  fish 
make  up  an  aquabusiness 
worth  an  estimated  $150 
million  in  the  U.S.  (not 
including  an  additional 
$300-million  related- 
supplies  business). 

Virtually  all  American- 
bred  tropical  fish  are 
raised  in  Florida  by  some 
200  full-time  and  100 
part-time  farmers.  (Cold- 
water  goldfish,  however, 
thrive  in  the  colder 
Ozarks.)  Each  week  up 


to  4  million  fish  are 
largest  single  market 
age,  the  75-cent  fish 


their 
ago. 
have 
idiot 


Pomocanthus  arcuatus  on  display 


Even  the  blithering  idiots  used  to  get  rich. 


shipped  around  the  country,  the 
being  New  York  City.  On  the  aver- 
costs  23  cents  to  raise.  The  high 
markup  is  mainly  be- 
cause of  the  expense  of 
transporting  live  and 
delicate  animals. 

Profits  reached 
peak  a  decade 
"You'd  have  to 
been  a  blithering 
not  to  make  10%-to-20% 
and  even  higher  profit 
margins  then, "  says  Ross 
Socolof,  who  has  bred  or- 
namental fish  in  Florida 
for  over  40  years. 

But  since  1973,  the 
U.S.  tropical  fish  aqua- 
business has  been  hurt 
by  the  underselling  of 
fish  (and  equipment) 
from  the  Far  East,  chief- 
ly Hong  Kong,  and  by 
two  years  of  record-cold 
weather.  A  few  U.S. 
breeders  have  gone  out 
of  business  and  the  rest 
have  had  to  scramble. 

— Elizabeth  Cronin 
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Nobody  can  shrink  the  cost  of 
storing  data  the  way  3M  can. 


To  save  money  on  your  compam''s 
computers,  store  less  data  in 
them .  You  can  file  and 
retrieve  active  data  just  as  J" 
quickly  and  for  less  cost  >" 
when  vou  marrv  vour  0 
computer  to  a  3M  Microfilm 
System. 

You  store  the  data  on 
microfilm.  You  use  the 
computer  to  index  each  document 
location.  So  the  computer  tells  you 


where  to  find  information  instead  of 
piinting  it  out.  You  Scive  costlv 
Igl  computer  operating  time, 

yet  locate  documents  with 
pushbutton  ease. 
•  Computers  and 

3M  Microfilm  Systems.  They 
work  together  to  file  and 

find  information  quicklv 
and  at  less  cost  than 
either  one  ;done. 
(]all  \'our  local  3M  Business 


Talk  with  the  microfikn  systems  people. 


Products  Center  or  urite 
Microfilm  Products  Division, 
3M  Company,  St.  Paul,  MN  55101. 


THE 

MANAGEMENT 
OF  INFORMATION 


3m 

■m  COmPANY 


ban  sprawl,  port  clcvclopuR-nt,  sand  and 
gravel  mining  and  oil  drilling  is  fierce. 
Much  is  still  to  be  learned  about  fish 
behavior  and  genetics  in  general.  And 
while  market  demand  is  great  for  some 
fish,  for  others  it  is  limited  and  regional. 
Conventional  fishermen,  frecjuently  in- 
fluential in  state  legislatures,  often  op- 
pose a(juabusiness  because  it  would  in- 
crease the  supply  of  fish  and  thereby 
might  reduce  their  prices.  Even  the  en- 
vironmentalists are  sometimes  hostile 
because  acjuabusiness  is  often  located  on 
coastal  areas  that  they  want  preserved 
and  because  they  fear  the  constantly  re- 
cycled water  could  be  a  pollutant.  An- 
other potential  iiitfall  for  some  kinds  of 
atjuabusiness  will  be  decided  this  fall  by 
a  federal  district  court  of  appeals  in  San 
Francisco:  A  Washington  state  court  has 
ruled  that  under  old  treaties  the  local 
Indian  tribes  are  entitled  to  50%  of  all 


fish  cauglit  in  certain  parts  of  state  wa- 
ters— a  ruling  that  could  substantially 
hinder  the  future  of  ocean  salmon  ranch- 
ing (pen-raised  fish  operations,  however, 
would  not  be  affected). 

The  major  risk  is  that  because  of  i^ll 
these  problems,  the  U.S.  will  slip  be- 
hind and  leave  acjuaculture  to  other 
countries.  Even  in  the  last  five  years 
aquabusiness  has  doubled  worldwide, 
yet  has  grown  only  moderately  in  the 
U.S.  The  U.S.  government,  lavish  in  so 
many  other  ways,  has  been  niggardly  in 
its  support  of  a(iuaculture.  Federal  fund- 
ing has  been  negligible — about  $16  itiII- 
lion  a  year  since  1968.  But  a  bill  before 
Congress  which  would  double  federal 
research  money  has  raised  the  industry  s 
hopes  somewhat. 

One  man  who  is  devoting  his  life  to 
aquaculture  is  Jon  Lindbergh,  46,  son  of 
the  aviator.  A  marine  biologist  and  now 


vice  president  of  Union  Carbide's  Dom- 
sea  Farms  subsidiary,  Lindbergh  first 
got  interested  in  aquabusiness  eight 
years  ago.  "I'd  worked  in  the  sea  for 
years  as  a  deep-sea  diver,  "  says  he,  "and 
then  I  saw  a  National  Marine  Fisheries 
Service  experiment  that  produced  a  hun- 
dred thousand  salmon.  I  thought,  if  you 
could  expand  that  number  to  millions  of 
fish,  you'd  have  a  viable  commercial  ven- 
ture. There  were  all  kinds  of  possibili- 
ties. "  Lindbergh  has  weathered  the  ups 
and  downs  of  the  industry  since  its  infan- 
cy and  is  convinced  it  is  finally  becoming 
a  viable  enterprise.  Says  he:  "People 
expected  so  much  from  a(juaculture  so 
quickly,  that  when  it  didn't  materialize  it 
got  a  bad  name.  It  s  like  after  World  War 
II  when  people  were  talking  about  hav- 
ing a  helicopter  in  every  garage — it 
didn't  happen;  but  we  still  found  the  best 
use  for  them  anyway.  "  ■ 


But  Is  It  The  Real  Thing? 


"If  we  fail,"  says  J.  Paul 
Austin,  chief  executive  offi- 
cer and  board  chairman  of 
The  Coca-Cola  Co.,  "I'll 
make  an  awful  lot  of  people 
happy.  "  He  means  the  peo- 
ple who  thought  Austin 
slightly  daft  for  committing 
the  world's  largest  soft- 
drink  maker  to  a  five-year- 
old  saltwater  shrimp  farm  in 
Puerto  Periasco,  Mexico 
which  will  bring  its  first 
commercial  harvest  to  mar- 
ket next  month. 

The  shrimp-growing  busi- 
ness is  littered  with  failures 
and  only  marginally  profit- 
able operations  (see  story), 
but  Austin  seems  supremely 
confident  Coke  can  do  what 
some  still  say  can't  be  done. 
In  fact,  he  says,  a  lot  of  oth- 
ers are  beginning  to  agree 
with  him:  "Now  everybody 
wants  into  the  act.  " 

Austin  put  the  operation 
together  with  scientists 
from  the  Universities  of  Ari- 
zona and  Sonora  (Mexico) 
and  research  and  develop- 
ment money  from  Coke  (an 
estimated  $5  million  in  the 
last  three  years,  although 
Coke  won't  reveal  the  exact  figure).  This  year's  production 
is  expected  to  be  30  metric  tons,  worth  about  $300,000  at 
i^etail  and  enough  for  264,000  shrimp  cocktails. 

Always  on  the  prowl  for  new  wrinkles  in  environmental 
farming,  Austin  began  looking  seriously  into  aquaculture  in 
the  early  1970s,  when  he  heard  of  work  at  the  University  of 
Arizona  by  Carl  Hodges,  w  ho  is  director  of  its  Environmen- 
tal Research  Laboratory  and  now  also  of  Coke's  farm. 

Some  of  Austin's  claims  .sound  surprisingly  optimistic. 
He  says,  for  example,  that  the  survival  rate  to  infancy  for 


Cora-Cola  s  I .  Pan!  Austin 


For  "21,"  big,  fat  shrimp  straight  off  the  farm 


the  average  200,000  eggs 
laid  by  a  female  shrimp  ev- 
ery nine  months  is  up  to 
90%  for  Coke  t;*.  60%  at 
Marifarms  (see  story)  and 
about  1%  in  the  wild. 

Coke's  farm  is  built  on  50 
acres  of  desert  sand  off  the 
Gulf  of  California,  60% 
owned  by  Coke  and  the  rest 
by  William  Wood  Prince, 
former  president  of  Armour 
&  Co  ,  where  he  worked  on 
Armour-United  Fruit's  joint 
shrimp  projects.  At  Coke  s 
farm  Hodges'  scientists  and 
technicians  hope  ultimately 
to  raise  millions  of  shrimp  a 
year  in  long  raceway  hatch- 
eries covered  by  inflatable 
plastic  bubbles  and  contin- 
ually replenished  with  clean 
seawater. 

Because  Coke's  shrimp 
will  be  "under- 15  "  size — or 
fewer  than  15  to  the 
pound — they  will  be  among 
the  largest  and  fattest 
shrimp  around,  Austin  says. 
Consequently,  the  first  mar- 
keting will  be  to  expensive 
restaurants  in  New  York  this 
fall;  he's  promised  Peter 
Kriendler,  part-owner  of 
Manhattan's  "21,"  the  first  shipment.  But  if  the  market  for 
big,  fat  shrimp  is  too  limited,  he  says.  Coke  could  harvest 
them  sooner  and  sell  them  cheaper  (Austin  says  he  s  been 
approached  by  a  national  fast-food  chain — which  he  won't 
name — because  Coke's  operation  would  assure  a  year- 
round  supply).  Coke  is  already  planning  to  bring  a  second 
shrimp  farm  onstream — reportedly  in  South  America — 
next  year.  For  the  future,  says  Austin,  there  could  be 
Coca-Cola  lobster  farms  and  salmon  hatcheries. 

— Elizabeth  Cronin 
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In  today  money  market^ 
the  Pyramid  can  give  you  solid  advice. 


In  the  money  market,  "the  wis- 
dom of  the  Pyramid"  is  no  idle 
phrase. 

The  Pyramid,  as  you  may 
know,  has  been  the  symbol  of 
Bankers  Trust  for  many  years. 
And  for  most  of  that  time  we've 
been  actively  engaged  in  the 
money  market— in  municipal 
bonds  and  government  securities 
since  World  War  I,  in  foreign 
exchange  for  50  years. 

Our  experience  has  led  us  to 
establish  something  special  in 
American  banking:  a  Money 
Center 

This  IS  a  huge,  integrated  trad- 
ing center  which  is  designed  to 
funnel  all  the  latest  market  devel- 
opments and  investment  oppor- 
tunities to  our  customers.  To  aia  in 
this  task,  we  have  the  most 
advanced  equipment,  including 
electronic  display  of  current  mar- 
kets on  the  Reuters  monitor;  TV 
quote  screens  for  our  90  traders 
and  sales  representatives;  a  com- 
munications network  with  access 
to  a  worldwide  customer  base. 

Also  in  the  Money  Center  are 
support  people,  our  own  money 
market  economist  and  our  foreign 
exchange  traders.  All  of  whom 
are  continually  in  touch  with  their 
customers,  with  other  traders  here 
and  abroad  and  with  each  other 

Which  means  that  a  customer 
who  might  normally  hear  only 
about  treasury  bills,  might  also  get 
to  hear  about  opportunities  in, 
say,  mortgage  backed  bonds. 
Government  bonds,  tax  exempts, 
CDs,  Eurodollars-whatever  the 
big  news  of  the  moment,  domes- 
tic or  international,  it  is  flashed 
around  this  room. 

Given  this  system,  its  not  sur- 
prising that  our  sales  representa- 
tives are  more  than  that.  In  fact, 
they  act  primarily  as  market  advi- 
sors to  help  you  improve  your 
portfolio  performance. 

If  you  could  use  this  kind  of 
instant  exposure  to  a  wide  range 
of  investment  options,  visit  the 
Pyramid. 

Wherever  you  see  our  symbol, 
you'll  be  dealing  with  a  full  service 
bank  in  the  fullest  sense  of  the 
word,  with  the  capacity  to  raise, 
lend  and  manage  money  world- 
wide. 

A  visit  to  the 
Pyramid  can  be  a 
rewarding  experi 
ence. 

Bankers  

Trust  Q)mpany 

Member  Federal  Dcposil  Insurance  Corporation 
C  Bankers  Trusi  Company 


Peoples  Gas  developing 
idditional  tracts  in  the  Gulf - 
another  way  to  keep 
the  gas  flowing. 


Right  now,  the  Gulf  of 
Mexico  is  the  largest 
single  producing  area  from 
which  Peoples  Gas  takes  gas, 
as  a  result  of  innovative 
advance  payment  programs 
made  to  help  finance  explora- 
tion during  the  years  1970-75. 

As  1978  began,  37  out  of  the 
146  active  tracts  in  the  Gulf 
[350,000  net  acres)  on  which 
Peoples  Gas  has  purchase 
rights,  were  producing  —  at  a 
rate  of  about  650  million  cubic 
[eet/day.  In  1977,  offshore  gas 
constituted  27%  of  our  pipeline 
company's  deliveries,  com- 
pared to  only  9%  in  1970. 

The  search  for  more  gas  in 
the  Gulf  goes  on. 

During  1978,  development 
work  on  24  more  tracts  is 
expected  to  be  completed, 
bringing  to  61  the  total  of  tracts 
producing  gas  for  our 
customers. 

When  new  gas 
comes  in,  it  will  be 


brought  ashore  through  one  of 
two  major  pipeline  systems  in 
the  Gulf.  Production  flowing 
from  offshore  Texas  will  be 
carried  by  the  new  210-mile 
High  Island  Offshore  System 
(HIOS).  Most  of  the  gas  from 
offshore  Louisiana  will  come 
through  the  Stingray  Pipeline 
System,  in  operation  since 
1975. 

Peoples  Gas  is  the  only 
interstate  system  with  owner 
ship  in  both  pipelines.  Once 
they  become  interconnected, 
we  will  have  even  better 
access  to  the  most  prolific 
gas  production  areas  in 
the  Gulf. 

Offshore  exploration  will 
help,  but  it's  only  one  part  of 
our  system's  multi-faceted 
program  to  cope  with  the 
nation's  shortage  of 
natural  gas. 


Peoples  Gas  Company 

Diversified  Energy  for  Mid-America. 


The  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  Americc.   ■  ^ 
The  Peoples  Gas  Light  and  Coke  Company,  ^ 
North  Shore  Gas  Company,  Harper  Oil  Company, 
Industrial  Fuels  Corporation. 
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Here  are  6  other  ways  Peoples  Gas 
IS  working  to  keep  the  gas  flowing  to 
12  million  people  in  Mid-America. 

1.  Storage  expansion.  Through  continuing  storage 
expansion  programs  in  both  supply  and  market  areas, 
our  usable  capacity  of  underground  storage  gas  now 
stands  at  240  billion  cubic  feet  —  and  is  still  increasing. 

2.  Biological  gasification.  Starting  early  in  1978, 
Peoples  Gas  became  the  first  major  system  to  begin 
buying  commercial  quantities  of  methane  made  from 
manure  —  around  600  million  cubic  feet  a  year. 

3.  Synthetic  natural  gas.  Our  new  McDowell  Energy 
Center  put  in  its  first  full  year  of  operation  in  1977, 
producing  44  billion  cubic  feet  of  SNG. 

4.  Liquefied  natural  gas.  Peoples  Gas  is  participat- 
ing with  another  major  U.S.  gas  system  in  planning  the 
development  of  a  natural  gas  liquefaction  project  on 
the  island  of  Trinidad  —  and  planning  an  LNG  receiving 
facility  on  the  Texas  Gulf  coast. 

5.  Coal  gasification.  Projects  in  three  states  have 
taken  Peoples  Gas  deep  into  the  task  of  planning  for 
the  conversion  of  coal  reserves  into  clean-burning 
gas  energy. 

6.  Exploration  onshore.  Peoples  Gas  continues  to 
push  the  development  of  new  wells  near  our 
existing  pipelines  in  the  Southwest  —  and  is  carrying 
on  a  number  of  exploration  programs  in  the  Rocky 
Mountains,  a  potentially  important  new 
producing  area. 


If  you'd  like  more  information,  send  for 
our  Annual  Report.  Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  IL  60690. 


Ladies  And  Gentlemen,  Hedge 
Your  Bets  In  .  .  .  The  Newest 
Crap  Game  In  Town! 

It's  trading  in  interest  rate  futures, 
and  an  exciting,  challenging  game  it  is. 
Is  it  a  good  bet  for  you  or  your  company? 


Trading  in  interest  rate  futures  con- 
tracts seems  finally  to  be  getting  past  the 
gee-vvhiz  stage  to  the  point  where  seri- 
ous people  are  starting  to  take  it  serious- 
ly. No  longer  just  an  oddball  speculators 
game  played  by  those  pork  bellies  trad- 
ers in  the  pits  in  Chicago,  these  contracts 
are  coming  to  be  viewed  as  useful  tools 
to  defend  against  erratic  interest  rate 
fluctuations.  Commodity'  trading  is  an 
old  game;  money  is  an  ancient  commod- 
ity. How  come  trading  in  the  future  cost 
of  money  is  so  new?  Answer:  Only  in 
recent  years  have  interest  rates  regularly 
fluctuated  fast  enough  and  far  enough  to 
make  the  game  worthwhile. 

That's  not  to  say  money  rate  futures 
are  simple  to  comprehend  or  deal  with. 
After  all,  the  oldest  of  them,  the  con- 
tracts in  mortgage  pass-through  certifi- 
cates of  the  Government  National  Mort- 
gage Assn.  (Ginnie  Mae),  started  trading 
only  three  years  ago  at  the  Chicago 
Board  of  Trade.  The  contract  in  90-day 
Treasury  bills,  traded  at  the  Chicago 
Mercantile  Exchange,  was  born  only  in 
January  1976.  What  s  more,  these  par- 
ticular futures  contracts  have  a  dynamics 
of  their  own  that  requires  a  good  bit 
more  sophistication  than  using  wheat  fu- 
tures to  hedge  a  miller's  grain  buying. 

Even  .so,  big  government  bond  houses 
such  as  Salomon  Brothers,  bankers  and 
even  some  corporate  money  market  peo- 
ple are  beginning  to  use  the  interest  rate 
fiitures  market  to  hedge  their  positions. 
The  bond  houses  have  brought  new  liq- 
uidity' into  a  market  that  has  been  e.\- 
tremeK'  volatile,  and,  as  other  financial 
institutions  begin  to  test  the  still  murky 
waters,  they  bring  a  different  kind  of 
intelligence  into  a  market  they  used  to 
look  at  with  bemusement  ;uid  contempt. 

Back  in  1975,  when  the  Chicago  peo- 
ple sent  emissaries  to  New  York  to  try  to 
drum  up  business  for  their  new  "  prod- 
uct, "  they  were  'basically  thrown  out, 
says  one  of  the  few  bond  people  who 
paid  attention.    "How  could  you  trade 


Treasury  bills  like  you  trade  pork  bel- 
lies?"  the  New  Yorkers  sniffed. 

But  the  easterners  scorn  turned  to 
envy.  Trading  in  Ginnie  .Mae  futures 
soared  to  over  .5,000  contracts  a  day  in 
just  under  three  years.  As  a  conse- 
quence, the  price  of  financial  instrument 
memberships  (FIM)  on  the  Board  of 
Trade  went  through  the  roof  While  a 
seat  on  the  New  York  Stock  Exchange 
dropped  from  $89,000  in  1973  to  $67,000 
last  month,  an  FIM  on  the  Board  of 
Trade  went  from  $30,000  to  $80,000  in 


".  . .  'How  could  you  trade 
Treasury  bills  like  you 
trade  pork  bellies?'  the 
New  Yorkers  sniffed  .  .  ." 


less  than  a  vear;  a  seat  on  the  Merc  from 
$30,000  to  $133,000  in  three  years. 

More  than  a  year  ago,  Forbes  (July  1 , 
1977)  saw  interest  rate  futures  as  "one  of 
the  hottest  new  markets  today  .  .  . 
among  the  most  successful  commodity 
contracts  ever  launched.  The  pace 
hasn  t  slowed  since  then.  The  Board  of 
Trade  has  already  instituted  a  contract  in 
8%,  15-year  Treasury  bonds.  And  more 
new  contracts  are  in  the  works.  The 
more  choices  available,  the  better  the 
hedging  possibilities. 

Other  exchanges  would  like  to  get 
some  of  the  fantastic  action  that  s  all 
been  going  to  Chicago.  That  s  certainly 
the  reason  New  York  s  American  Stock 
Exchange  has  set  up  the  American  Com- 
modities Exchange  that  will  soon  offer  its 
own  version  of  a  Ginnie  Mae  contract,  a 
somewhat  better  one  it  hopes.  Nathan 
Most,  president  of  the  fledgling  ACE, 
explains  the  Amex'  expectations:  "  You 
can  boil  it  down  to  a  c-ouple  of  ver\ 
simple  numbers.  One  of  the  biggest  fu- 
tures contracts  trading  in  Chicago  is  the 
com  contract.  It  does  more  than  26,000 


contracts  a  day.  The  annual  crop  of  c-om 
is  over  $12  billion,  and  the  annual  crop  of 
Ginnie  Maes  is  $17.4  billion — with  $.58- 
billion  worth  of  Ginnie  .Maes  outstand- 
ing. Yet  the  record  number  of  Ginnie 
Mae  contracts  traded  in  one  day  was 
7,954.'  Most  s  conclusion:  There  is  plen- 
ty of  room  for  growth  in  Ginnie  Mae 
futures  trading.  Most  and  his  new  ex- 
change will  start  after  them  this  month. 
Whether  or  not  the  ACE  contract  does 
have  the  technical  advantages  Most 
claims  for  it,  the  fact  that  it  will  be  traded 
in  downtown  Manhattan  ma\'  give  it  an 
edge.  That  s  because  many  of  the  ex- 
changes and  trading  rooms — where  bil- 
lions in  governments  and  other  fixed- 
income  securities  are  traded  ever\'  day — 
will  be  just  around  the  comer. 

Despite  the  growth  and  the  increasing 
respectabilit>  of  interest  futures  trading, 
there  are  plent>  of  reasons  why  much  of 
its  promise  has  \et  to  be  realized.  They 
include  psychological  inhibitions  and  the 
prospect  of  more  government  regula- 
tion. Commodities  speculation  is  about 
as  alien  to  most  major  commercial  bank- 
ers and  corporate  treasurers  as  the  ways 
of  the  Fed  and  the  Euromarkets  are  to 
the  people  in  Chicago.  Jumping  in  is  still 
a  little  scar\.  And  banks  are  hemmed  in 
by  a  stack  of  laws  and  regulations  like 
those  that  regulate  size  and  t\pe  of  other 
investments 

But  the  fear  of  a  high-roller  game  is 
probabK  the  biggest  obstacle.  And  it  is 
understandable.  Consider  the  dynamics 
of  a  txpical  futures  contract:  If  you  buy 
the  March  1979  Board  of  Trade  bond 
contract,  \ou  undertake  to  accept  deliv- 
ery of  $100,000  worth  of  8%,  15-year 
Treasur\  bonds  in  March  1979.  Your  risk 
is  that  the  price  of  those  bonds  will  turn 
against  \ou  between  now  and  next 
March.  (The  price  depends  on  interest 
rates.  When  interest  rates  rise,  bond 
prices  fall — and  vice  versa.) 

You  contract  to  bu\  bonds  at  a  quota- 
tion of,  sa\  .  96.00— .S96  per  $100  face 


1?«  _ 
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Riding  Tiie  Yield  Curve 


Speculating  in  futures  contracts  is  always  risky.  But 
some  of  the  risk  can  be  reduced  by  "spreading" — that  is, 
going  long  in  one  contract  and  short  in  another  contract 
of  a  different  maturity.  That  way,  losses  in  one  contract 
will  be  at  least  partially  (and,  the  hope  is,  more  than 
totally)  offset  by  g^iins  in  the  other,  no  matter  which  way 
overall  prices  go.  The  example  below  shows  what  would 
have  happened  if  last  year  you  had  "sprea^d"  in  Treasury 
bill  futures  by  going  long  the  December  1978  contract 
and  short  the  March  1979  contract. 


As  the  first  chart  shows,  price  differentials  between 
"nearby"  T-bill  futures  contracts — that  is,  those  expiring 
within  a  few  months — tend  to  be  wider  than  those  of 
"distant"  contracts.  In  June  1977,  for  instance,  the  differ- 
ential between  the  then  distant  December  1978  and 
March  1979  contracts  was  25  basis  points  in  price.  (A 
basis  point  is  .01%;  on  each  T-bill  futures  contract  it 
works  out  to  be  $25.)  But  by  August  1978,  those  same 
two  contracts  had  become  "nearby"  contracts,  and  the 
price  differentials  had  widened  to  37  basis  points. 


BIG  LOSS,  BIGGER  GAIN:  So  what  would  have  hap- 
pened if  you'd  gone  long  the  December  1978  and  short  the 
March  1979?  Look  at  the  next  chart.  Interest  rates  rose  during 
the  14-month  period  since  June  1977,  so  bond  prices— and  T- 
bill  futures  prices — fell.  But  the  loss  on  the  "long"  position  in 
the  December  1978  future  was  less  than  the  profit  on  the 
"short"  IVIarch  1979  future.  The  spread  between  them  widened. 
By  August  1978,  you  could  have  sold  out  your  December  1978 


contract  at  a  loss  of  24  basis  points — 24  x  $25,  or  $600  per 
contract.  But  you  could  have  bought  back  your  short  position  in 
the  March  1979  contract  at  a  gain  of  36  basis  points — 36  x  $25,  or 
$900  per  contract.  This  is  one  way  of  "riding  the  yield  curve."  As 
far-off  T-bill  futures  spreads  come  closer,  their  price  differentials 
tend  to  widen.  Trouble  is,  this  isn't  necessarily  true.  In  many 
cases,  a  ride  on  the  yield  curve  could  prove  disastrous;  spreads 
could  narrow  or  even  turn  negative  as  they  come  closer. 


g  92.75. 


Dec. '78 


Mar.  '791 


To  tax  spread:  On  Dec.  31,  sell 
December  1978  contract.  Loss  is 
points  per  contract. 


To  ride  the  yield  curve:  In  mid-August  1978 
sell  out  the  December  1978  contract.  Loss 
is  24  basic  points  per  contract.  Simulta- 
neously, buy  back  March  1979  contract, 
Gain  is  36  basis  points  per  contract — a  net 
gain  of  12  basis  points   ■Jg. 


On  June  1,  1977  go  long 
the  December  1978  contract, 
short  the  March  1979. 


On  Jan.  2,  1978,  buy  back  the 
March  1979  contract.  Gain  is 
25  basis  points  per  contract. 


WHY  TAX  YOURSELF?  Spreads  can  be  used  for  tax 
advantages,  too.  If  you  needed  a  tax  loss  in  1977,  you  could 
have  sold  out  your  loss  position  in  the  December  1978  contract 
at  the  end  of  the  year,  as  shown  on  the  chart  above.  Then  as 
soon  as  the  new  year  arrived,  you  could  have  taken  your  profit 
on  your  short  position.  You  would  have;  lost  a  couple  of  basis 
points  on  the  whole  deal,  but  you  would  have  taken  your  loss— 
27  basis  points,  or  $675  per  contract— in  time  to  use  it  on  your 
tax  return  for  1977.  The  gain  on  the  other  side  of  the  transaction 
.  wouldn't,  b.e  taxable  until  the  following  year. 


To  veteran  commodity  traders,  tax  spreading  is  old  hat.  But 
T-bill  futures  are  intriguing  for  tax-spreading  purposes  in  one 
particular  way:  The  IRS  has  refused  so  far  to  rule  whether 
profits  and  losses  in  T-bill  futures  are  taxed  as  ordinary  income 
or  capital  gains.  The  IRS'  silence,  some  experts  say,  means  that 
a  loss  in  T-bill  futures  may  be  used  to  shelter  ordinary  income— 
a  rarity  these  days.  But  other  experts  disagree,  and  warn  that 
the  IRS  may  some  day  close  this  loophole— retroactively. 

Before  riding  on  the  yield  curve  for  fun,  profit  or  tax  advan- 
tages, ask  yourself:  Is  it  worth  the  risk— and  thebrokerage  fees? 


Our  10th  and  llth 
recoid  quarters 
liandKeene 
ci  record 

1st  half. 


At  7l<t.  second  quarter 
earnings  per  share  are  34% 
higher  than  last  year  s  record  of 
53<t.  Add  in  our  record  584  first 
quarter,  and  first  half  EPS  come  to 
$1.29.  That's  the  best  first  half 
Keene  ever  had— by  39%. 

It  marks  the  eleventh 
time  in  a  row  Keene  EPS  hit  a  new 
high  tor  the  given  quarter.  Sec- 
ond quarter  net  income  also  set  a 
record  —  reaching  $2.34  million. 
And  with  a  32%  up  trend  in 
order-input  over  1977.  the  future 
looks  strong  for  our  four  major 
growth  areas  —  Bearings.  Filtra- 
tion. Lighting  and  Laminates. 

If  you'd  like  to  receive 
our  annual  and  quarterly  reports, 
write  345  Park  Avenue.  New 
York.  N.Y  10022. 


KEENE 

CORPORATION 


aiiioiiiit,  or  $^)f), ()()().  To  l)iiy  siicli  a  coii- 
tracl.  yon  need  put  up  only  a  little  over 
$1,(KH)  (soiiK-tiincs  as  hi«h  as  $3,(KX))  in 
margin  <lci)()sils  and  hrokcranc  fees.  A 
mere  ^/looo  of  a  \w\iil  chanvic  in  interest 
rates  can  ehanne  tlie  value  of  the  contract 
hy  '/sa  of  a  p«'rcentane  point — or  $31.2.5; 
a  ''■"'/i(HH)%  change  in  interest  rates 
would  coiii|)letely  wipe  out  $1,(KK)  worth 
of  margin. 

Buying  a  contract  like  that  (h'scrihed 
al)ove  is  c-alled  "noinji  loiij;"  tfie  mar- 
ket— tneanin)^  you  undertake  to  l)uy  th<' 
bonds.  Selling  such  a  contract — which 
means  you  have  und<'rtaken  the  obliKa- 
tion  to  deliver  the  l)onds  to  someone  in 
March  1979 — is  called  "noinn  short.  " 

S|>eculatin^  in  the  futures  market  is 
obviously  risk\'.  But  licddinti  is  anotlicr 
story.  Tak<'  a  nice  siin|)lc  example  from  a 
Board  of  Trade  paiiiplih't.  "( Consider  a 
manager  of  a  pension  fund,  "  the  pam- 
phlet tells  us,  "who  on  Mar.  1  anticipates 
receiving  $1  million  of  finuls  for  invest- 
ment tluce  montlis  later    N'altiralK  ,  our 


".  .  .  This  is  a  difficult 
market  to  use  for  hedging. 
You  can  do  a  hedge  and  get 
wiped  out  double'  .  .  ." 


Iiypothetical  pension  fund  in.uianer  is 
afraid  tliat  interest  rates  \\ill  fall  uithin 
thos<'  three  mouths,  making  the  price  of 
bonds  he  plans  to  bu>  with  the  $1  million 
more  expensive.  Put  another  way,  our 
manajjer  "notes  that  presently  the  yield 
on  bonds,  about  7.8%.  is  (|uite  favorable 
and  he  decides  to  lock  in,  so  to  speak, 
that  yield. 

"Me  ^(M'S  lon^,"  that  is,  bu\s  ten  Sep- 
tember bond  futures  contracts  at  a  cur- 
rent futures  priie  of  1()().(K)."  the  pam- 
phlet continues.  Sure  enough,  interest 
rates  jjo  down.  And  bi-cause  our  manager 
was  lon^i  in  tin-  futures  market,  he  makes 
a  profit  in  futures  to  offset  the  resulting 
increased  cost  of  his  boiuls.  The  bonds, 
which  had  been  priced  at  101  "/;)2.  now 
cost  103— so  he  pa\s  $12..5(K)  extra 
(l*/32'7r  times  $1  million).  But  the  futures, 
which  he  bought  at  100.  have  risen  to 
l()l8/.,.^;i  f,ai,t  of  $12,500  ('•0/32  times  32 
tim»-s  $31.25  times  ten  contracts). 

.\nother  eas\  hedging  example  in- 
\i)l\'ed  going  "short  ui  futures.  Suppose 
our  iuiul  manager  now  holds  $1 -million 
worth  of  rreasnr\  bonds  in  his  portfolio. 
He  knows  that  six  months  from  now  he 
will  have  to  li(|uidate  them  to  make  some 
pj-nsion  payments.  If  interest  rates  rise, 
lie  11  take  a  loss  when  he  litpiidati's.  So 
he  goes  short  in  bond  futures.  .■\  loss  on 
his  "cash  position  — his  actual  bonds — 
will  In-  offset  b\  the  profit  he  makes  in 
biixiiig  back  his  futures  at  a  lower  price 
tiian  he  sold  them  for 

Th.it's  tlw  thcor\     hut  it's  oiiK  the 
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rhe  Working  Trees: 
:iass  of  2020. 

y  the  time  the  seedlings  in  our  tree  nursery 
ecome  productive  "working  trees,"  America 

require  more  than  twice  the  wood  fiber 
does  today. 

Since  doubling  our  land  resource  is 
irtually  impossible,  Potlatch  has  turned  to 
ther  means  to  satisfy  future  demand. 

One  of  the  ways  we  plan  to  increase 
ields  is  through  genetically-improved  trees. 

Many  seedlings  in  our  nursery  originate 
om  "parents"  significantly  superior  in 
ertain  desirable  characteristics.  Such  traits 
an  be  combined  and  enhanced  through 
3sting  and  crossbreeding. 

Our  objective  is  to  develop  trees  with 
etter  growth  rates,  fiber  quality  and  insect 
nd  disease  resistance. 

A  better  class  of  working  trees  will 
elp  us  get  the  most  out  of  the  land  under  our 
iroductive  control. 

Potlatch  Corporation,  Public  Information 
Iffice,  P.O.  Box  3591,  San  Francisco,  CA  94119. 


>^ '  V     'i  i 


Potle^ch 


ing^trees. 


The  Treasury  bill  pit  at  the  Chicago  Mercantile  Exchange 


A  wild  and  woolly  scene  that  serious  money  managers  are  taking  seriously — ^thanks  to  wild  and  woolly  interest  rates. 


first  step  in  understanding  the  hedging 
process.  "The  examples  you  see  in  the 
booklets  are  overly  simplified,  "  says 
Frank  H.  Mickel,  national  director  of 
interest  rate  futures  at  E.F.  Hutton. 
Sometimes  they  don't  work.  Robert  S. 
Damerjian,  who  runs  money  market  in- 
vestments at  Philadelphia's  Girard  Bank, 
says:  "This  is  a  diflicuit  market  to  use  for 
hedging.  You  can  do  a  hedge  and  get 
wiped  out  double.  The  reason  is  that  the 
T-bill  futures  market  is  a  different  mar- 
ket from  the  cash  market.  "  What  Damer- 
jian  means  is  that  there  is  no  single 
interest  rate.  Rates  vary  with  maturities 
and  with  type  of  instrument,  and  the 
spreads  between  the  various  types  are 
constantly  changing.  Thus,  for  example, 
a  short  position  in  Treasury  bill  futures 
won't  necessarily  protect  a  long  position 
in  bank  certificates  of  deposit.  You  could 
actually  get  hurt  in  both  simultaneously. 

If  interest  rate  futures  don't  always 
work  as  hedges,  how  are  they  ever  going 
to  catch  on  in  a  truly  significant  way? 
Replies  the  Board  of  Trade's  Thomas 
Coleman:  "Futures  aren't  appropriate  to 
use  in  every  hedging  situation.  But  they 
are  one  powerful  hedging  tool.  "  Law- 
rence J.  Geraghty  of  First  Pennsylvania 
Bank  N.A.  agrees.  He  has  been  using 
the  T-bill  futures  market  to  hedge  his 
bank's  money  market  positions  for  some 
time  now.  But,  he  warns,  ""we've 
learned  that  you  can't  decide  that  just 
because  the  market  is  going  down,  you 
should  automatically  short  the  T-bill  fu- 
tures market.  You  have  to  have  good 
information  on  the  futures  market  and 
its  technical  conditions.  It  has  a  life  of 
its  own.  "  Kim  Engelbert,  vice  president 
at  Bankers  Trust  Co.,  puts  it  this  way: 
"  You  have  to  manage  each  ball  that 


you  ve  got  in  the  air  all  the  time.  " 

Not  only  banks,  but  even  a  handful  of 
corporations  are  getting  into  hedging. 
Norton  Simon  Vice  President  Thomas  A. 
Sullivan  recalls  that  last  summer,  in 
preparation  for  a  big  commercial  paper 
offering,  "  we  shorted  bill  futures  as  a 
hedge  against  rising  interest  rates  " — and 
they  rose.  "We  probably  made  back  two 
basis  points  [.02%]  on  our  futures  for 
every  three  that  we  lost  from  the  in- 
creased cost  of  our  own  paper.  That's 


.  .  Eckstein's  colleagues 
were  murdered  by  rising 
interest  rates  .  .  ." 


better  than  nothing.  ' 

Hedging  in  this  market  will  become 
more  widespread  and  useful  when  new 
contracts  in  instruments  like  certificates 
of  deposit  and  medium-term  Treasuries 
get  started.  Paul  D.  Johns,  a  former  IBM 
marketing  executive  who  recently  joined 
the  Board  of  Trade,  talks  about  establish- 
ing a  "  full  product  line  of  interest  rate 
futures,  spanning  the  yield  curve.' 

So  much  for  hedging — cutting  your 
losses — with  interest  rate  futures.  How 
do  you  make  money  with  them':^ 

The  chart  (;;.  129)  diagrams  a  ty  pical 
"spread "  trade,  much  like  those  done  in 
other  commodities  markets,  that  a  small 
investor  can  do  with  interest  rate  fu- 
tures. But  before  dabbling  in  trades  like 
these,  remember:  The  big  operators — 
especially  the  bond  houses — have  all 
sorts  of  ways  to  make  money  in  this 
market  that  simply  aren't  available  to 
small  investors.  The  likes  of  Salomon 


Brothers,  Citibank  and  Merrill  Lynch 
Government  Securities.  Inc.  invest  and 
borrow  literally  billions  of  dollars  to 
trade  multimillion-dollar  blocks  of 
bonds.  After  they  got  over  their  initial 
contempt  for  commodities,  they  learned 
to  appreciate  the  arbitrage  possibilities 
between  the  cash  and  futures  markets. 

A  typical  arbitrage  involves  going  long 
in  the  cash  market  and  short  the  equiv- 
alent future.  So  if  you  lose  money  on  one 
side  of  the  trade,  the  hope  is  that  you'll 
more  than  make  it  up  on  the  other. 

John  Eckstein,  a  40-year-old  govern- 
ment bond  dealer,  is  one  of  the  few 
dealers  who  made  money  in  the  past  18 
months.  Most  of  his  colleagues  have 
been  murdered  as  rising  interest  rates 
have  eroded  the  value  of  their  inven- 
tories. Eckstein's  firm  has  done  it  with 
complicated  arbitrages.  "Our  risks  are 
almost  always  matched,  longs  against 
shorts,  explains  Bill  Michaelcheck,  31, 
Eckstein's  partner.  "Well  always  have 
an  elaborate  position:  short  the  Sep  [the 
September  bill  contract],  long  the  Dec 
[December],  long  March,  long  the  year 
bill  (one-year  Treasury  bill],  short  two 
three-month  bills  and  the  two-year  note. 
It's  one  arbitrage  with  about  seven  parts 
to  it.  " 

Eckstein  and  his  crew,  then,  are  not  so 
much  betting  on  the  fiiture  trend  of  in- 
terest rates  as  they  are  betting  on 
spreads  among  different  interest  rates. 
It  s  an  endlessly  sophisticated  game. 

If  the  complexity  of  Michaelcheck's 
transaction  doesn't  make  the  point,  here 
it  is  again:  The  market  can  be  tough  and 
dangerous.  Chances  are  that,  as  in  every 
other  futures  market,  the  professionals 
will  be  the  big  winners,  inevitably  at  the 
expense  of  the  amateurs.  ■ 
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Harris  technology 
on  the 
job 

In  communications, 

Harris  covers  a 
broad  spectrum. 
With  complete 
satellite  communi- 
cation systems, 
AM/FM  radio  and 
TV  broadcast 
equipment,  long 
and  short-range 
two-way  radios. 

Harris  mobile 
telephone  and 
other  personal  radio 
communication  systems 
help  business  and 

professional  people  on  the  go  be  more  productive  by 
keeping  them  in  constant  touch.  It's  the  next  best  thing 
to  being  every  place  at  once. 

Harris  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


Harris  "Alpha  40"  microprocessor-controlled 
mobile  telephone  system 


COMMUNICATIONS  AND 
INFORMATION  HANDLING 


Kidnap  attempts  on  corporate  executives 
are  increasing  abroad  and  are  causing  growing 
concern  in  the  United  States,  Under  some  cir- 
cumstances, defensive  measures  may  be  re- 
quired, 

A  brief  review  by  INA  of  an  insurance  topic 
of  interest  to  business  executives. 


With  kidnapiiin^  and  cxtor 
t  ion  (Ml  the  rise  around  the  world. 
American  executives  have  Ix^ 
come  f  retiLient  targets  of  this  forn  i 
ot  violence.  Some  attempts  arc 
made  by  >;roups  seeking  social 
u(iheaval.  while  others  are  purely 
and  simply  the  work  of  criminals. 

According  to  the  CIA,  more 
than  of  the  232  terrorist- 
connected  kidnappings  rejxirted 
since  1970  have  involved  busi- 
nessmen. Almost  all  of  them  ha\  e 
taken  place  in  Europe  and  Latin 


America,  with  one  out  of  five  of 
the  businessmen  Ix^ing  Ameri- 
cans. Ransom  demands  may  Ix' 
tor  millions  ol  dollars— in  a  rt^ 
cent  year  in  Argentina  alone.  U.S. 
business  is  Ix-lieved  to  have  paid 
over  S9()  million  to  kidnai-)ix"rs. 
In  Italy  and  Argentina,  kidnap- 
ping has  reached  epidemic  pro 
lH)rtions  and  it  has  Ix-conx'  a 
growing  jM'obKin  in  main  other 
countries. 

Although  the  rash  of  kidnap- 
l^ings  has  not  yet  spread  to  the 


United  States  itself.  U.S.  firms 
are  increasingly  being  forced  to 
confront  this  jx).ssibility.  Ameri- 
can companies  now  spend  $7.1 
billion  annually  on  security  at 
honx'  and  abroad  — more  than 
double  the  amount  spent  fi\e 
years  ago.  One  sptxialist  in  the 
field  estimates  that  807.  of  large 
U.S.  firms  have  either  started 
executive  protection  programs  or 
are  considering  doing  .so.  And 
makers  of  armored  vehicles  and 
surveillance  systems,  as  well  as 
schools  teaching  evasive  driving 
(to  foil  kidnappers)  are  also  ex- 
periencing a  small  lxx)m. 

Exposed  plant  managers 

Of  all  executives,  the  man- 
ager of  an  overseas  plant  of  a  U.S. 
based  companx  is  one  of  the  most 
susLfptiblc  to  kidnap  attempts. 
That's  bc\:ause  he  is  a  convenient 
on-thc^sjxx  svmLx')l  of  the  com- 
pany. However,  the  executive  who 


:utive  Security 


t  raveling  can  also  be  a  tempting 
irget,  particularly  if  he  publicizes 
IS  travel  plans  and  leads  a  too- 
isible  lifestyle. 

But  businessmen  generally. 
olh  in  this  country  and  abroad, 
II n  apply  defensive  measures  to 
rotect  themselves.  The  key  pre 
cription  is:  keep  a  low  profile 
nd  avoid  a  set  routine.  A  low 
irofile  involves  staying  out  of  the 
imelight  to  the  degree  practic- 
ble;  avoiding  the  use  of  con- 
picuous  limousines  and  easily 
dentified  company  planes  at  re 
note  airports;  being  uncommuni- 
ative  about  personal  and  family 
it  fairs  (for  example,  in  publicity 
iitcrviews). 

If  an  executive  has  reason  to 
hink  he  may  be  under  surveil- 
ance.  he  should  contact  law  en- 
orcement  officials.  In  addition, 
lie  should  employ  such  tactics  as 
joing  to  work  by  different  routes 
2ach  morning  and  varying  the 
:imes  at  which  he  leaves  the  office 
2ach  day.  He  should  avoid  dining 
3ut  on  the  same  night  every  week, 
particularly  at  the  same  restau- 


rant, and  should  otherwise  resist 
familiar  patterns  of  behavior. 
And  at  all  times  he  should  keep 
in  close  touch  with  his  business 
associates  and  family. 

Training  for  crisis 

Beyond  this,  some  security 
officials  recommend  that  a  com- 
pany create  a  crisis  management 
team  consisting  of  up  to  ten  execu- 
tives from  different  parts  of  the 
company. 

The  team  would  study  all 
aspects— legal,  financial,  secu- 
rity, personnel  and  public  relations 
—of  kidnap  and  terrorists  attacks 
and  would  formulate  detailed 
plans  for  handling  them.  The 
objective  is  to  prepare  the  com- 
pany toemploy  management  skills 
in  such  situations,  rather  than 
relying  on  intuition  or  emotional 
responses. 

In  addition  to  defensive  meas- 
ures, most  companies  should 
probably  consider  insurance 
against  this  multimillion-dollar 
threat. 

Broad  insurance  coverage 


Psst—your  ego  is  showing 


The  executive  who  sports  an  easily  identi- 
fied "prestige"  license  plate  may  just 
possibly  be  getting  more  recognition 
than  he  bargained  tor.  Such  plates 
can  serve  the  purposes  of  ransom 
artists  admirably. 

And  corporate  jiarking  spaces 
emblazoned  with  an  executive's 
name  can  also  provide  a  tipoff 
IS  to  the  whereabouts  of  Mr.  Big. 


against  kidnap  and  extortion 
threats  is  available  to  business— 
in  fact,  kidnap  insurance  has  been 
written  since  the  Lindbergh  ab- 
duction in  1932.  Coverage  can 
include  directors,  officers  and  all 
employees  worldwide,  together 
with  members  of  their  families, 
and  can  provide  indemnity  for 
both  corporate  and  personal  as- 
sets. Cooperation  with  the  police 
is  a  condition  of  the  insurance  and 
its  existence  must  be  kept  secret. 

The  Insurance  Company  of 
North  America,  one  of  the  INA 
companies,  is  among  the  few  in- 
surers providing  kidnap  and  ran- 
som coverage  and  counsel. 


*  * 


The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall.  Phil- 
adelphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insur- 
ance and  financial  services  com- 
panies. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
health  care  management,  and  in- 
vestment banking,  INA  and  its 
affiliated  companies  offer  a  unique 
combination  of  products  and  serv- 
ices to  business  and  industry 
around  the  world. 

INA  insurance  products  and 
services  are  available  through  se- 
lected independent  agents  and 
brokers.  For  an  informative  book- 
let on  current  trends  in  executive 
security,  write  INA  Corporation, 
1600  Arch  Street,  Philadelphia, 
Pa.  19101. 

INIV 

The  Professionals 


Indexing. 

Away  to  minimize  corporate  investment 
cost  and  nsk.  it  lets  money  managers  buy  the 
market  rather  than  individual  stocks. 

Wells  Fargo  pioneered  it.  Some  experts 
knocked  it. 

Today  by  every  measure,  ours  is  the  top 
operation  of  its  kind  in  the  business. 


Pioneering.Wells  Fargo  Bank. 


Batter  Up! 


At  42,  John  Welch  runs  a  $4-billion  business — and 
he  has  a  clear  shot  at  a  much  bigger  job. 


La  i  K  LAST  YEAR  General  Klec  tric  (^o. 
(.'Iiiff  Kxet'utivc  Rcj^iiuild  H.  Joiu's  tii'- 
atecl  a  new  layer  of  seetor  executives  ' 
directly  under  the  top  executives  ol- 
fices — six  senior  vice  presidents,  each  in 
charge  of  a  niultibillion-dollar  chunk  of 
$lH-l)illion  C,K.  VVIumi  Jones  retires  in 
the  earl\'  lySOs,  his  successor  will  prob- 
al)l\  come  Ironi  anionn  those  six. 
A  strong  contender  is  John  K. 
Welch  jr.,  an  intense,  positive- 
thinking,  42-year-old  chemical 
engineer,  the  youngest  VP  in 
CEs  history.  His  "sector  is 
Consumer  Products  and  Ser- 
vices— a  $4-l)illion  (revenues) 
collection  of  companies  and  en- 
terprises. As  an  inde])cndent  en- 
tity, it  would  be  the  3()lh  most  * 
profitable  industrial  company  in 
the  U.S.  Last  year  it  accounted 
for  nearly  30%  of  GE  s  .$Ll-bil- 
lion  net  profit. 

(JK  is  now  ihc  leader  or  run- 
nerup  in  line  alter  lini-  ol  con- 
sumer products  from  largi'  appli- 
ances like  room  air  conditioners, 
dishwashers  and  refrigerators  to 
smaller  ones  like  food  proces- 
sors, radios,  irons  and  toaster 
ovens  (sei-  chart,  p.  138).  Welch 
also  presides  over  a  complex 
business  empire  that  includes 
broadcasting,  financing  {via  Gen- 
eral Kh'ctric  (-'redit  (.orp.), 
lighting  products  and  ccniral 
cooling  and  heating. 

But  among  (JK's  sectors,  Ja<  k 
Welch's  empire  is  the  most  vul- 
tierable  to  (he  kind  of  slowdown 
the  economy  may  face  next  year. 
The  other  sectors — Power  Sys- 
t<Mns,  Technical  Systems  and 
Materials,  Industrial  Products 
and  (Components,  Utah  Interna- 
tional (coal  and  mining)  and  In- 
ternational—  all  have  differing  and  in 
some  cases  longer  business  cycles.  The 
lead  times  on  turbines  and  jet  engines 
for  example  can  easily  sjjread  over  an 
entire  business  cycle. 

The  storm  warnings  are  begiiming  to 
fly  for  Welch:  Interest  rates  are  high  and 
.still  rising,  inflation  is  stubbornly  high 
and  housing  starts  are  gradually  weaken- 
ing. In  fa<  I  in  the  last  two  months,  big 


ticket  applianci-  sales  growth,  ver\  ro- 
bust in  the  first  half  has  startetl  to  tajx  i 
off.  Welch  is  certainly  aware  that  CJK's 
consumer  earnings  plunged  to  $128  mil- 
lion in  the  1974  rei'ession  from  $192 
million  in  1973.  I*",ven  in  the  milder 
1970-71  recession,  consuim-r  products 
and  services  were  off  bv  some  25'y<>  to 


CsK'.s  imiii  ill  the  Ixillcr  s  box.  Jdliii  Wclcli  Jr. 
What  if  the  economy  throws  him  a  curve? 


30%,  in  i)art  because  ol  a  strike. 

Says  Nicholas  I'".  Iralongo,  (»encral 
Klectrie  analyst  at  New  York's  Blyth 
I'lastman  Dillon  &  (.'o.,  Inc.:  "Welch  has 
been  a  wonder  boy  at  GL.  A  few  years 
ago  he  built  up  the  plastics  business  from 
scratch.  It's  a  major  operation  today. 
Now  they're  testing  him  in  an  estab- 
lished situation  that's  more  matnic. 

Is   Wi'lch   worried?  Apparently  not. 


Tni  bndgi'ting  lor  an  ini'rease  in  carTi- 
ings  next  year.  I  think  it's  realistic, 
Welch  says.  He  knows  the  large  appli- 
ance operation — an  estiniatt^d  $1.8  bil- 
lion in  sales  this  year — could  turn  down 
next  year  anil  the  $r)()()-million 
h()use\\ar<'s  and  audio  products  (like  ra- 
dios, tape  rcioiders,  (.'H  latlios)  could  be 
■  flat  if  the  business  is  still  \\<':ik  by 
next  ('hristmas.  And  appliances 
probably  account  for  some  40% 
of  consumer  sector  earnings. 

But  Jack  Welch  also  has  the 
lighting  piodncts  business,  to 
whiili  Jones  added  the  faster- 
growing  lighting  lixlnres  and  sys- 
tems operations,  whii'h  had  pre- 
viously bi'cn  elsewhere.  Light- 
ing is  out'  of  the  steadiest  anti 
most  piolitable  l>usini-ss(>s  in 
(;i'",s  stable.  Analysts  figure 
lighting  products  earn  almost 
\0'/<  after  taxes.  Barring  a  repeal 
of  the  Arab  oil  embargo  (which 
led  to  the  first  downturn  in  light- 
ing revenues  and  earnings  in 
over  a  (jiiarter  century),  lighting 
products  earnings  should  be 
nicely  ahead  in  1979.  Among  the 
products  spearheading  this 
growth  are  Watt-Miser  11  flu- 
orescent lamps,  which  use  14% 
to  20%  less  energy  but  generate 
the  same  light  output,  Lucalox 
lam|)s,  used  lor  street  and  indus- 
trial lighting,  and  flipI'Mash  cam- 
era flashbulbs.  Says  Welch:  "I 
have  been  in  all  the  growth  busi- 
nesses at  GL,  and  the  lighting 
business  is  every  bit  as  dynamic 
as  any  ol  them.  " 

In  fact,  C,K  has  actually  in- 
creased its  market  share  against 
competitors   like  Westinghouse 
and  Sylvania  in  lighting  over  the 
last  four  years;  now,  it  has  nearly 
half  the  market  and  strong  Hikl)  sujjport 
inside  the  company.  Although  less  than 
of  total  (M'",  revenues,  lighting  got 
more  than  (i%  of  the  $464  million,  1977 
HM)  budget. 

Another  buttress  should  Ix  (»eneral 
Lleetric  Credit  (.Corp.  It,  too,  has  (|uietly 
grown  to  impressive  size.  It  earned  a 
hefty  $H7  million  after  taxes  last  year  and 
is  growing  at  15%  a  year.  GI'XJCJ  is  in 
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Inmek.  apptomries-  onHftiKitiuS  drad  cem.- 
OBCXcxd  InHnHi  daaal  IpiMbug  Timet  ott  seirves 
atii  a  alrawg  aea  amrliMr  iwr  bmiiaetfiiiea.  ufaatt 
harafJtv'  e^xtkaiL  '"A  service  batHDaess 
can  oalpeiiibnia  fvodmclls. "  WieliJi  ows- 
1t  cam  ge^t  dvon^  idw  c^cSe  wMii  snondb 
lew  pevtosliialtHMi-''  CECC>{,  DetsttiveSv 
mew  inMmoBcc-  <DfieT'^~  '  ~:^t}m  LntHnr- 
Cb.  ((catfualtt^'^'  --  -3H  USt  Ink- 

Co  c  «10 
ttei      .  -  loon 

a  just 
-      .  jmaiK- 
iug,  *-  '  jent,  discnc  r 

and  i~'  jECXI  vem  burii 

mercf--  Jrfes,  esoes  private  la- 

bel craCu  i  ^  and  hantflet  acconoiii^ 
and  billing  services.  Some  recent  clients: 
Woolm^wldiL.  Staler  and  Lodnr  Stwes. 
CECC  is  even  promotii^  bome  loons 
and  second  mortgages. 

Tben  tbere's  the  profitable  and  ste^- 
ik'  grown^  broadcasting  bosiness.  C£ 
cnrrenl  raster  includes  ei^t  radio  sta- 
tions^ ibree  television  statiotts  and  a  doz- 
en small  caUe  TV  svstems.  Ahbon^ 
Welcb  says  "tbe  competition  for  {Hoper- 
ties  is  intense,"  he  is  activdy  seeldi^  an 
acquisition. 

These  staUe  operations  provide  a  race 
c^idiion  against  the  volatilttv'  of  apf^ 
ances.  But  consider  heat  pumps,  wiiicb 
«iD  probabK'  grow  next  v'ear  ever. 
thou^  housing  starts  ma^-  be  down.  TTi-r 
energy-saving  heat  pump  is  now  a  Kil- 
bilbon-dollar-a-year  business  v. r. 
should  double  b\'  19B2,  and  CE  has  ov  er 
40%  it  Sa%s  Wekh;  **The  heat  puiric 
is  a  good  example  of  a  product  that  car. 
expand  independent  of  the  business  c-^-  - 
de  because  it's  in  a  strong  growth  phase 
Look  at  what  happened  in  the  last  rec-e>- 
sion:  Microwave  oven  sales  rose  in  th- 
face  ofa  debacle  in  die  appliance  market 
Microwave  producers  didn't  know  there 
iS  a  recession.  Today,  it's  clt»se  to  being 
d  -SI 'billion  biisiness.  and  saturation  i< 
stiD  prett>-  low.  Food  proc-essors — 
there's  another  product  that's  started  t 
explode.  In  less  than  three  years,  it  - 
gone  from  nothing  to  perhaps  SlOO  mil- 
lion this  year." 

But  even  GE  has  had  some  sUpups  i: 
appliances.  Companies  like  Amana  arid 
Litton,  and  more  recently  Japanese 
firms,  developed  the  microwave  busi- 
ness. GE  is  a  Johnny-eome-lately  with 
well  under  10%  of  the  market. 

In  color  T\'  GE  hasn  t  made  any  mon- 
ey at  all  and  is  trying  to  get  a  proposf-  ! 
Joint  venture  with  Japan  s  Hitachi.  Ltd 
approved  by  the  Justice  Department. 

So  Jack  \\  elch  will  prf^abK  be  judged 
on  three  basic  points:  1)  How  well  do  his 
product  lines  ride  out  the  e.vpected  re- 
ce-ssions?  2)  How  much  progress  can  he 
make  in  the  areas  where  GE  is  still 
weak?  and  3)  V\'hat  new  lines  c-an  he 
launch  that  will  be  the  heat  pumps  and 
microwave  ovens  of  the  future?  ■ 


In  an  energy-hungry  woiid,  GE  is  finding  protrt  In  energy-efficient  lamps. 


General  Electric: 
Up  Among  The  Leaders 

Since  the  start  of  the  197(>s  General  Electric  has  increasingly  added 

to  its  already  considerable  strength  as  a  powerful  marketing  force 

in  major  and  small  appliances,  as  well  as  in  lamp  and  lighting 

systems.  Listed  below  are  some  products  in  which  GE  ranks  first  or 

second,  including  the  leader's  share  in  terms  of  units  sold. 

Estimated 
Market 

Leader  Share*  Runnerup 


Major 

Appliances 

Room  Air  Condrtioners'*^ 

GE 

15%  to  20% 

Whirlpool 

Dishwashers 

D&M 

35%  to  45% 

GE 

Disposals 

GE 

25%  to  35% 

Emerson  Elec. 

Compactors 

Whirlpool 

25%  to  35% 

GE 

Refrigerators 

GE 

30%  to  35% 

Whirlpool 

Electric  Ranges 

GE 

35%  to  40% 

White  Consol. 

Dryers 

Whirlpool 

40%  to  50% 

GE 

Washers 

Whirlpool 

40%  to  50% 

GE 

Heat  Pumps 

GE 

35%  to  50% 

Carrier 

Small 

Appliances 

Toaster  Ovens 

GE 

60%  to  70% 

Sunbeam 

Food  Processors 

GE 

20%  to  30% 

Cuisinart 

Radios 

GE 

20%  to  25% 

Panasonic 

Lamps 

Incandescent 

GE  -| 

Westinghouse 

Fluorescent 

GE  L 

45%  to  55% 

Sylvania 

Flash  Cubes 

GE  / 

Sylvania 

*Fo«BES  estimate  from  various  sources.    ^Virtual  tie. 
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There's  a  better  way  to  avoid 
paying  some  medical  bills. 


At  Metropolitan,  we  think  the  best  way  to 
avoid  paying  some  medical  bills,  is  to  avoid 
incurring  them. 

Easier  said  than  done?  Perhaps.  But  the 
sad  fact  is  that  millions  of  dollars  in  employer- 
paid  medical  costs  each  year  are  attributable  to 
accidents.  Add  to  that  the  needless  cost  and 
suffering  from  a  disease  that  could  have  been 
prevented,  or  that's  been  allowed  to  progress 
too  far  because  the  employee  wasn't  aware  of 
the  early  warning  signs.  Or  the  damage  caused 
by  people  not  knowing  what  to  do  in  an 
emergency. 

Now,  we're  not  saying  all  accidents  are 
avoidable.  Or  that  we  can  teach  everyone  to  take 
better  care  of  themselves  and  those  around 


them.  But  we  can  try. 

Metropolitan  has  been  a  leader  in  health 
and  safety  education  for  close  to  70  years. 

That's  why  we  distribute  important  health 
and  safety  messages  via  pamphlets,  demon- 
strations and  advertising.  And  offer  our  group 
policyholders  health  education  programs, 
including  the  services  of  one  of  our  health 
education  consultants  so  they  can  help  set  up 
programs  of  their  own. 

At  Metropolitan  Life  we  believe  in  health 
and  safety  education.  We  believe  what  people 
don't  know  can  hurt  them.  What  they  should 
know  (and  do)  can  contribute  to  lower  medical 
costs.  And  make  a  lot  of  people  a  lot  healthier 
and  happier  in  the  bargain. 


Come  to  Metropolitan.  Simplify  your  life. 

O  Metropolitan 


NO  time 
to  lose. 

* 

Stevedores  have  ships  to  load.  Contractors  have  roads 
to  build.  Miners  have  coal  to  dig.  And  their  machines 
have  to  keep  performing  to  keep  them  profitable. 

That's  why  the  Clark  dealers  who  sell  those  machines 
back  them  with  full  service.  Planned  maintenance 
programs.  Replacement  parts  in  local  inventory.  TYained 
equipment  specialists.  And  mobile  service  teams  that  take 
their  skills  to  the  customer's  work  site. 

They're  backed  by  a  computerized  Clark  parts  distri- 
bution system  that  can  ship  replacement  parts  over- 
night. And  by  ongoing  programs  of  service  literature 
and  technical  training. 

In  our  business,  service  isn't  optional,  it's  essential. 

Clark  Equipment  Company,  Buchanan,  MI  49107. 

Clark  gets  it  done. 


Regular  servicing  with  Clark  parts  helps  A  Clark  dealer's  crew  assembles  a  new  crane  on  the  customer's  job  site. 


The  power  of  technology 
is  the  power  to  create. 

Creating  a  propeller 
that  can  help  jets 
burn  20%  less  fuel 
and  generate  less  noise  . 
is  one  way 
we're  using  ours. 


amilton  standard's 
l^^^^^est  for  NASA 


Pratt  &  Whitney  Aircraft  Group  •  Otis  Group  . 
Essex  Group  •  Sikorsky  Aircraft  •  Hamilton 
Standard  •  Power  Systems  Division 
Norden  Systems  •  Chemical  Systems  Division 
United  Technologies  Research  Center 


umiEU 

TECHNOLOGIES 


Statistical  Spotlight 


Having  It  Both  Ways: 
High-Yielding  Common  Stocks 


For  years  now  the  bond  market,  with 
its  historicallv'  high  yields,  has  been  pull- 
ing investors  out  of  the  stock  market  and 
keeping  them  out. 

The  stock  market,  however,  is  looking 
better  these  days.  Can  an  investor  have 
the  advantage  of  both  worlds:  high  yields 
and  appreciation  potential?  The  answer 
is  "ves" — definitelv.  We  have  listed  117 


Big  Board  stocks  which  carry  yields  that 
compete  fairly  well  with  those  of  bonds. 
Ah,  you  say,  but  these  are  utility  stocks. 
Not  entirely.  Only  49  of  the  117  are. 

To  make  these  lists,  a  nonutility  stock 
had  to  pay  at  least  6.5%  from  a  well- 
covered  dividend;  a  utility  had  to  pay  at 
least  8.5%.  The  nonutilities  included  are 
by  no  means  stagnant  stocks.  Many  have 


participated  smartly  in  this  year's  bull 
market,  gaining  20%  plus.  Clearly,  a  high 
yield  is  not  necessarily  a  sign  of  rigor 
mortis.  The  utility  stocks  have  been  hurt 
by  rising  interest  rates,  but  with  yields 
approaching  10%  many  of  these  would 
seem  to  be  reasonable  alternatives  to 
bonds  or  certificates  of  deposit  for  inves- 
tors who  need  high  income  with  safety.  ■ 


117  Stocks  Yielding  Over  6.5% 

Yields  are  stilt  high  despite  the  stock  market's  advance. 


%  Gain 


Latest 


Indicated 

Latest 

from 

12-Month 

Price/ 

Current 

Annua! 

Recent 

12-Month 

Recent 

Earnings 

Dividend 

Earnings 

Yield 

Dividend 

Price 

Price  Range 

Low 

Per  Share 

Coverage* 

Ratio 

All        1.             1      ^1            1     J       i  • 

Allegnsny  Ludlum  Industries 

C  "70/ 
O./  /o 

19/8 

20%-1o/4 

18 

$2.12 

 — —  

1.7 

9 

Allied  Malntensnce 

O.O 

t\  on 

i  01  / 

■*  c  1  /  t  n 
15/2-10 

23 

4   il  "V 

1.47 

1.8 

8 

American  Bakeries 

/.I 

17 

19/2-15 

13 

0  -J  1 
2.73 

0  0 
2.3 

6 

American  Brands 

6.8 

3.50 

51^/2 

53  -39% 

31 

6.46 

1.8 

8 

AMF 

6.7 

1.24 

18% 

21  -15% 

19 

2.27 

1.8 

8 

Associated  Dry  Goods 

7.2 

1.50 

2078 

28%-19% 

5 

2.64 

1.8 

8 

Bank  of  New  York 

6.6 

2.32 

35 

34%-29% 

19 

5.71 

2.5 

6 

■3        1            T        *  ill           \t  1 

Bankers  Trust  New  York 

O.U 

0  AA 

37/1 

An  003/ 
40  -oj% 

1 1 

c  nn 
5.90 

0  n 
2.0 

6 

Diue  t>eii 

C  Q 
O.O 

1  >l  A 

1 .40 

OAI/ 
20/2 

25/4-18^8 

1  A 
1U 

A  CO 

4.09 

0  A 

3.4 

4 

Bundy 

D.  / 

U.OO 

I0/8 

i  R        1 03/ 
13      -  IU7'4 

0  A1 
CM  1 

0  0 

■7 

Burlington  Industries 

7.1 

1.40 

19% 

24%-17% 

12 

2.57 

1.8 

8 

Charter  New  York 

6.7 

2.24 

33% 

33%-27 

25 

5.62 

2.5 

6 

Chemical  New  York 

7.2 

3.00 

41% 

45%-37% 

13 

7.18 

2.4 

6 

C.l.T.  Financial 

6.6 

2.40 

36% 

37%-30% 

20 

4.02 

1.7 

9 

Cities  Service 

O.O 

0  OA 

49% 

00  -40/8 

9 

0.80 

0  t 
2.1 

7 

Continental  Group 

ft  Q 
D.O 

0  OA 

001/ 

OA7/  003/ 

|4 

A  Ad 

4.4b 

0  A 

2.0 

/ 

Oulbro 

7.6 

*t  An 
1.40 

■101/ 
18/2 

0*53/  n3/ 

22%- 17% 

6 

0  oc 
2.35 

1.7 

0 
8 

DeSoto 

6.6 

1.00 

15% 

20  -13% 

11 

2.37 

2.4 

6 

Equifax 

8A 

2.20 

26% 

28%-25 

5 

2.86 

1.3 

9 

Equimark 

7.8 

0.96 

12% 

13%-11 

11 

1.97 

2.1 

6 

Exxon 

7.1 

3.40 

47% 

50%-43 

11 

5.78 

1.7 

8 

Fidelity  Union  Bancorp 

7.8 

2.60 

33% 

35%-29% 

14 

4.96 

1.9 

7 

First  National  State  Bancorp 

8.1 

2.00 

24% 

25%-22% 

9 

3.49 

1.7 

7 

First  Pennsylvania 

7.7 

1.32 

17% 

18%-14% 

18 

2.21 

1.7 

8 

First  Virginia  Bankshares 

7.1 

0.47 

6% 

7%-  6% 

6 

1.01 

2.1 

7 

First  Wisconsin 

7.1 

1.76 

24% 

25%-21% 

15 

3.57 

2.0 

7 

Ford  Motor 

7.9 

3.60 

45% 

51%-40 

14 

14.05 

3.9 

3 

Gateway  Industries 

7.2 

0.60 

8% 

10%-  7% 

12 

1.75 

2.9 

5 

General  Motors 

10.7 

6.75t 

63% 

70%-57% 

11 

11.55 

1.7 

5 

Goodyear  Tire  &  Rubber 

7.1 

1.30 

18% 

20%- 15% 

18 

2.56 

2.0 

7 

W.R.  Grace 

7.0 

1.90 

27 

29  -23% 

14 

4.03 

2.1 

7 

Graniteville 

7.9 

1.00 

12% 

15  -12% 

4 

2.00 

2.0 

6 

Greyhound 

7.5 

1.04 

13% 

14%- 12 

16 

1.94 

1.9 

7 

Gulf  Oil 

7.8 

1.90 

24% 

28%-22% 

9 

3.59 

1.9 

7 

Industrial  National 

7.2 

1.32 

18% 

20  -16% 

13 

3.00 

2.3 

6 

Inland  Steel 

6.6 

2.60 

39% 

41%-33 

20 

5.08 

2.0 

8 

Insitco 

6.5 

0.94 

14% 

17%-12% 

14 

2.22 

2.4 

6 

lU  International 

7.5 

0.95 

12% 

13%-10% 

17 

1.93 

2.0 

7 

Kellwood 

6.6 

1.12 

17 

23%-15% 

9 

3.75 

3.3 

5 

Libbey-Owens-Ford 

7.5 

2.00 

26% 

29%-25% 

4 

4.27 

2.1 

6 

Liggett  Group 

6.7 

2.50 

37% 

37%-26 

43 

5.67 

2.3 

7 

Mirro  Aluminum 

6.9 

0.96 

13% 

15%-11% 

17 

1.73 

1.8 

8 

Mohasco 

6.5 

0.90 

13% 

15%-11% 

22 

1.75 

1.9 

8 

Munsingwear 

6.7 

1.20 

17% 

20%- 15% 

13 

2.78 

2.3 

6 

G.C.  Murphy 

7.8 

1.28 

16% 

19%-15% 

5 

1.85 

1.4 

9 

National  Distillers 

7.6 

1.70 

22% 

23%-20% 

12 

3.38 

2.0 

7 

National  Presto 

7.0 

1.50 

21% 

38%-18% 

14 

2.74 

1.8 

8 

National  Steel 

7.4 

2.50 

33% 

35%-29 

16 

3.33 

1.3 

10 

Norlin 

6.7 

1.60 

24 

25%- 19% 

22 

4.82 

3.0 

5 

'Latest  12-nnonth  EPS  divided  by  indicated  dividend.    tPaid  In  the  last  12  months. 
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Subtract  all  our 


acquisitions, 

and  the  numbers 
still  look  good. 


$4.50 


4.00 


3.50 


3.00 


2.50 


2.00 


1.50 


1.00  - 


.50  ■ 


NORTHWEST  INDUSTRIES 
EARNINGS  PER  SHARE 

(Restated  for  2  for  1  stock  split  in  1978.) 

I       I  ACQUISITIONS 

INTERNAL  GROWTH 


COMPOUND 
ANNUAL 
GROWTH  RATE 

25.9% 


1977  Earnings  Per  Share:  S4.20  1977  Return  on  Average  Common  Equity:  20.3% 

Current  Divideni)  Rale  Per  Common  Share:  $1.75    1977  Return  on  Average  Total  Capital:  13.8% 


A lot  of  people 
assume  that 
conglomerates  grow 
mostly  by  making  acqui- 
sitions. But  that's  not  true 
of  Northwest  Industries. 

Even  if  we'd  never 
made  an  acquisition, 
earnings  per  share  over 
our  10-year  history  would 
have  compounded  at  an 
annual  rate  of  22.7%.  To 
place  this  performance  in 
perspective,  the  eamings 
per  share  of  the  Standard 
&  Poor's  400  com- 
pounded at  about  1% 
over  this  period. 


$850  Million  Invested 

Internal  growth  has 
consistently  been  our 
No.  1  priority.  And  we've 
backed  this  priority  with 
approximately  $850  mil- 
lion in  fixed  and  working 
capital  investments  over 
the  last  10  years. 

Of  course,  spending  a 
lot  of  money  doesn't 
mean  much  unless  you 
spend  it  well.  That's 
where  management 
comes  in.  We  want  to  put 
our  money  where  it  will 
bring  the  greatest  return 
commensurate  with  risk. 

Our  operating  com- 
pany CEOs  won't  even 
ask  for  funds  to  improve 
their  operations  unless 
they  expect  a  high  return 
on  capital.  We  require 


that  projects  hold  the 
likelihood  of  achieving  a 
discounted  cash  flow  rate 
of  return  of  more  than 
15%  after  taxes. 

Leadership 
Companies 

As  a  result  of  this  em- 
phasis on  internal  growth, 
our  companies  have  ex- 
panded their  facilities  and 
increased  efficiency . . . 
with  the  goal  of  maintain- 
ing quality  while  lowering 
production  costs. 

In  most  cases  we  have 
achieved  that  goal,  and 
the  leadership  positions 
of  our  companies  have 
been  strengthened.  Lone 
Star  Steel  Company,  for 
example,  is  a  top  pro- 
ducer of  tubular  steel  for 
the  oil  industry — we 
believe  it's  the  most  effi- 
cient steel  company 
anywhere. 

Union  Underwear  has 
widened  its  lead  as  the 
world's  largest  pro- 
ducer of  men's  and  boys' 
underwear.  And  Acme 
Boot  Company  is  the 
largest  manufacturer  of 
western  and  casual  style 
boots. 

General  Battery  is  a 
leading  supplier  of  auto- 
motive replacement  bat- 
teries. Our  investments 
have  enabled  General 
Battery  to  increase  pro- 
ductive capacity  and, 
through  increased  verti- 
cal integration,  to 
improve  efficiency. 

Because  of  our  inter- 
nal growth,  our  net  eam- 
ings have  moved  up 
every  year  for  the  past 
eight,  reaching  $129.4 
million  in  1977,  or  $4.20 
per  common  share.  And 
our  dividends  have  grown 
from  $.25  per  common 
share  in  1971  to  the 
present  rate  of  $  1 .75. 


No  Haphazard 
Acquisitions 

When  you're  doing 
well  with  the  companies 
you  already  have,  you 
can  be  highly  selective 
about  youi  acquisitions. 
To  help  us  deter  1  nine  the 
companies  that  are  right 
for  us,  we've  foimulated 
a  deriianding  set  of 
standards.  Because  of 
these  standards,  we've 
acquired  only  four  major 
companies  since  1968. 

When  we  add  the  re- 
sults from  these  com- 
panies, we  increase  our 
compound  ai  n  lual  earn- 
ings per  share  growth 
rate  over  the  past  10 
years  from  22 7%  to 
25.9%.  And  their  contri- 
butions can  be  expected 
to  grow  over  the  years 
ahead. 

Meanwhile,  our  prime 
objective  at  Northwest 
Industries  will  remain  the 
same:  to  increase  our 
stockholders'  total  return. 
And  while  we  will  continue 
to  acquire  (companies  to 
fully  utilize  oui  resources, 
our  primary  ei  nphasis 
will  remain  on  internal 
growth. 

If  you'd  like  fi  iore 
infoimation,  we  II  be 
happy  to  send  you  our 
annual  report  or  SEC 
Form  10-K.  Wiiteusat 
6300  Sea.  o  Tower, 
Chicago,  IL  60606. 


Northwest  Industries, '^^^ 
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'.-  Gain 

Latest 

Indicated 

Latest 

from 

12-Month 

Price 

Current 

Annual 

Recent 

12-Montti 

Recent 

Earnings 

Dividend 

Earnings 

Yield 

Dividend 

Price 

Price  Ran9e 

Low 

Per  Share 

Coverage* 

Ratio 

OKC 

6.5^.- 

S1.20 

I8V2 

20%-14% 

28 

$2.00 

1.7 

9 

Pacific  Tin 

6.5 

0.80 

12V8 

14V2-10% 

15 

1.86 

2.3 

7 

Pennzoli 

7.0 

2.00 

28y4 

32V.-26 

11 

3.11 

1.6 

9 

Reeves  Brothers 

7.0 

1.80 

25^8 

27V.-21% 

21 

4.72 

2.6 

5 

RIegel  Textile 

7.8 

1.50 

19y4 

22y4-17 

13 

3.73 

2.5 

5 

Royal  Dutch  Petroleum 

H.OO 

0  1  /2 

1  D 

1  Q 

1  .9 

Riicc  X/vic 

7.1 

0.88 

12Vi 

14V4-10% 

19 

1.47 

1.7 

8 

Seaboard  Coast  Line 

6.8 

2.20 

32% 

35%-28% 

15 

5.93 

2.7 

5 

Seligman  &  Latz 

8.1 

1.20 

14% 

16%-13% 

11 

2.26 

1.9 

7 

Soo  Line  RR 

8.7 

4.10 

47 

49%-39% 

20 

7.62 

1.9 

6 

oouiriern  racinc 

0^  72 

00  /»-oU  72 

/ 

0 
9 

J. P.  Stevens 

7.6 

1.20 

15% 

17%- 14 

13 

2.93 

2.4 

5 

Talley  industries 

\  .WW 

1 J  /a 

14  3/.  QIA 
l4/»-   !> /4 

t.**9 

c 
3 

Tex  3  CO 

7.7 

2.00 

25V. 

29  -23% 

11 

2.93 

1.5 

9 

Union  Carbide 

6.8 

2.80 

4iy8 

47%-36 

14 

5.98 

2.1 

7 

United  Jersey  Banks 

8.4 

1,04 

12% 

12%- 10% 

15 

1.89 

1.8 

7 

V.F.  Corp 

6.9 

1.20 

17% 

21%-16% 

5 

2.87 

2.4 

6 

West  Point-Pepperell 

7.2 

2.40 

33% 

40  -3iy2 

6 

6.66 

2.8 

5 

F.  W.  Woolworth 

6.7 

1.40 

20% 

21%-17% 

19 

3.57 

2.6 

6 

lltilitiae 

Alabama  Gas 

8.7 

1.40 

ISVa 

18  -15% 

2 

2.65 

1.9 

6 

Arizona  Public  Service 

8.6 

1.68 

19% 

21%- 18% 

5 

3.15 

1.9 

6 

Bay  State  Gas 

9.6 

1.M 

20% 

23%- 19% 

4 

2.64 

1.3 

8 

Brooklyn  Union  Gas 

9.5 

1.90 

20 

21%-20 

— 

2.94 

1.5 

7 

Central  Hudson  Gas  &  Electric 

9.2 

1.96 

21% 

22%-20% 

6 

3.07 

1.6 

7 

Central  Maine  Power 

O  1 

9.  1 

i   A  A 

\  .44 

Ibvi 

1  "73/    1  C1  / 

A 

4 

Z.13 

1 .3 

/ 

Columbia  Gas  System 

8.5 

2.34 

27% 

31%-25% 

8 

4.13 

1.8 

7 

Commonwealth  Edison 

8.6 

2.40 

27% 

31  -26% 

5 

3.13 

1.3 

9 

Community  Public  Service 

9.0 

1.74 

19% 

21%- 18% 

5 

3.08 

1.8 

6 

Consolidated  Edison 

9.4 

2.20 

23  Va 

25%-21% 

8 

4.42 

2.0 

5 

Consumers  Power 

9.4 

2.24 

23% 

25%-21% 

10 

3.01 

1.3 

8 

Delmarva  Power  &  Light 

9.2 

1.28 

13% 

14%-13% 

6 

1.88 

1.5 

7 

Duke  Power 

o.D 

1  . /Z 

OA  1  / 

20/4 

Z2%-18% 

0 
0 

0  4T 

Z.47 

•1  A 

1.4 

0 
0 

Equitable  Gas 

8.7 

3.04 

35 

37%-32y8 

9 

6.29 

2.1 

6 

Gas  Service 

8.5 

1.20 

14% 

15  -12% 

11 

2.05 

1.7 

7 

General  Public  Utilities 

9.5 

1.76 

18% 

21%-18 

3 

2.42 

1.4 

8 

Gulf  States  Utilities 

9.3 

1.24 

13% 

14%-12% 

5 

1.68 

1.4 

8 

Indiana  Gas 

8.6 

2.28 

26V2 

27%-24 

10 

4.79 

2.1 

6 

Iowa  Electric  Light  &  Power 

8.5 

1.50 

17% 

18y4-15% 

11 

1.98 

1.3 

9 

Iowa-Illinois  Gas  &  Electric 

a.U 

1  .9^ 

Oil/ 
Z  1  74 

001/  oni/ 

zzy2-2oy4 

D 

Z.01 

0 

Iowa  Power  &  Light 

8.5 

2.36 

27% 

28  -24y8 

15 

3.45 

1.5 

8 

Iowa  Public  Service 

8.6 

1.92 

22% 

23  -21% 

5 

3.14 

1.6 

7 

Kansas  Gas  &  Electric 

9.0 

1.80 

20 

2i%-i8y2 

8 

2.35 

1.3 

9 

Laclede  Gas 

8.6 

1.70 

19% 

22  -18% 

7 

3.53 

2.1 

6 

Long  Island  Lighting 

8.7 

1.70 

19% 

19%- 17% 

11 

2.69 

1.6 

7 

Michigan  Gas  Utilities 

8.6 

1.20 

14 

16  -13% 

6 

1.79 

1.5 

8 

miauie  ooutn  utilities 

1   A  A 

1 .44 

1  / 

17/8-15% 

1 1 

Z.34 

1.0 

1 

Montana  Power 

8.5 

1.92 

22% 

26V«-21% 

5 

2.84 

1.5 

8 

National  Fuel  Gas 

8.9 

2.38 

26% 

28y4-23% 

13 

4.06 

1.7 

7 

Nevada  Power 

8.7 

2.00 

22% 

24y2-20% 

10 

3.18 

1.6 

7 

New  England  Gas  &  Electric 

8.9 

1.52 

17% 

18%- 15% 

10 

2.42 

1.6 

7 

New  York  State  Electric  &  Gas 

9.0 

1.68 

18% 

20%- 17% 

5 

2.58 

1.5 

7 

Niagara  Mohawk  Power 

9.0 

1.34 

14% 

16y2-13% 

8 

1.84 

1.4 

8 

Orange  &  Rockland  Utilities 

1   A  A 

1 .44 

16/4 

1074-15 

8 

1 .96 

1  A 

1 .4 

0 
0 

Pacific  Ga^  &  FlActric 

9.0 

2.16 

4 

2.89 

1.3 

8 

Pacific  Lighting 

9.4 

1.80 

19% 

21%-18% 

3 

2.64 

1.5 

7 

Pacific  Power  &  Light 

8.7 

1.92 

22 

22%-20y8 

9 

2.59 

1.3 

8 

Pacific  Telephone  &  Telegraph 

8.6 

1.40 

16% 

18y4-15 

8 

2.36 

1.7 

7 

Pennsylvania  Power  &  Light 

8.7 

1.92 

22 

24%-20% 

7 

3.24 

1.7 

7 

Pub  Serv  Co  of  New  Hampshire 

9.2 

1.88 

20% 

21%-18% 

8 

2.94 

1.6 

7 

Puget  Sound  Power  &  Light 

8.6 

1.48 

17% 

17%- 15% 

10 

2.26 

1.5 

8 

St.  Joseph  Light  &  Power 

9.2 

1.26 

13% 

13%-12% 

8 

1.98 

1.6 

7 

San  Diego  Gas  &  Electric 

8.7 

1.36 

15% 

16%- 14% 

11 

2.31 

1.7 

7 

South  Carolina  Electric  &  Gas 

8.6 

1.62 

18% 

20%- 17% 

9 

2.40 

1.5 

8 

Southern  California  Edison 

8.6 

2.24 

26 

27y4-22% 

14 

3.21 

1.4 

8 

Virginia  Electric  &  Power 

8.7 

1.32 

15% 

15%- 13% 

12 

2.02 

1.5 

7 

Washington  Gas  Light 

8.9 

2.28 

25% 

26%-23 

11 

3.02 

1.3 

8 

Washington  Water  Power 

8.5 

2.00 

23% 

24%-21% 

10 

3.31 

1.7 

7 

Wisconsin  Gas 

8.7 

1.92 

22% 

23  -19% 

13 

3.39 

1.8 

7 

*  Latest  12-month  EPS  divided  by  indicated  dividend. 
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The  Cheetah  can't  protect  itself, 
let  alone  its  young. 

Are  you  protecting  all  you  should? 

The  Cheetah's  inability  to  cope  with  changes  in  its 
habitat  puts  it  in  a  tenuous  position.  It's  difficult  to  imagine 
such  a  threatened  animal  prwiding  security  to  others. 

If you're  responsible  in  any  way  for  the  protection 
of  an  industrial  property,  you're  also  responsible  for  protecting 

the  employees:  their  jobs  and  well-being. 
The  practice  of  loss  prevention  can  strengthen  that  protection. 

And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park.  Johnston,  Rhode  Island  0291 9 


The  taming 
of  a  rough  diamond. 

You  are  looking  at  the  two  most  important  stages  of  a  diamond, 
^s  nature  formed  it.  And  as  man  transformed  it. 

The  search.  Created  in  darkness,  and  bom  of  volcanic  eruption, 
rough  diamonds  are  usually  found  embedded  deep  within  volcanic  rock  or 
Duried  under  tons  of  sand.  Forcing  man  to  move  mountains  to  track  them  down. 

The  capture.  It  is  the  cutter  who  tames  a  rough  diamond.  A  master 
vvho  never  goes  against  the  nature  of  the  stone.  He  works  with  it  to  bring  out 
the  best  that  it  can  be.  Seeing  an  infinity  of  possibilities,  he  seeks  out  the  one 
cut"  above  all  others.  In  size,  color,  clarity  and  shape.  For  the  destiny  of  each 
and  every  diamond  is  entirely  in  man's  hands. 

The  conquest.  This  is  a  3-carat  emerald  cut  diamond  worth  approx- 
imately $18,000.*  It  is  a  rare  breed.  Because  it  is  large,  and  large  diamonds 
are  becoming  scarcer  every  day.  And  it  is  an  emerald  cut,  a  very  uncommon 
cut  for  diamonds  today  A  magnificently  proportioned  diamond  that  acts  i 
like  a  million  prisms.  An  individual  with  a  character  and  a  personality  all  its 
own.  Tamed,  as  all  diamonds  are,  to  behave  beautifully  Forever  ^ 

A  diamond  is  forever. 

'This  price  refers  to  this  specific  stone.  Other  stones  of  the  same  size  will  vary  in  value,  sometimes  ^^^n 
much  higher  or  lower,  according  to  the  individual  characteristics  of  each  stone.  De  Beers  Consolidated  Mines,  Ltd.  IHl' 

mi' 


What — And  Who — Makes 
Cargill  So  Powerful? 

With  a  net  worth  of  over  $1  billion,  grain  trader  Cargill,  Inc.  is  the  U.S/ 
largest  privately  held  corporation.  Here's  a  rare  peek  behind  the  scenes. 


By  BOB  TAMARKIN 

On  baronial  grounds  only  12 
miles  from  skid  row  in  downtown 
Mimu'apolis  stands  in  (}uiet  soli- 
tude the  head(}uarters  of  a  power- 
ful business  empire.  The  woods 
are  silent  there,  the  summer  air  is 
still.  The  narrow  road  rises  gently 
to  the  hills  and  drops  and  rises 
again.  Until  at  last  it  stands  before 
a  sunlit  chateau  that  speaks  the 
wealth  and  power  of  Cargill,  Inc., 
Americas  largest  privately  held 
corporation. 

This  $Il-billion-a-year  114- 
\  ear-old  dowager  of  the  grain  in- 
dustry handles  more  than  25%  of 
U.S.  grain  exports,  making  it  the 
largest  single  contributor  to  the 
U.S.  balance  of  pa\ments.  What 
makes  Cargill  unusual  is  the  fact 
that  85%  of  the  stock  is  owned  by 
some  33  members  of  the  Cargill 
and  MacMillan  families  and  the 
tax-exempt  Cargill  Foundation,  a 
charitable  trust.  The  remaining 
15%  belongs  to  executives  who  are 
not  of  those  families.  There  are  no 
outside  directors  on  the  13-man 
board,  three  of  whom  are  MacMil- 
lans  and  one  a  Cargill. 

"There  are  significant  gaps  in 
information  about  us  and  what  wc 
do,    admits  M.D.   McVay,  Car- 
gills  soft-spoken  president.  In  a 
commissioned   survey   last  year, 
Cargill  found  that  94%  of  farmers  How 
are  aware  of  the  compan>,  but 
only  49%  are  familiar  with  what  it  does. 
And  50%  of  "opinion  leaders"  (politi- 
cians, businessmen,  lawyers,  journalists, 
etc.)  sur\  eyed  are  aware  of  Cargill,  but 
only  12%  are  familiar  with  its  operation. 

This  reticence  caused  problems  for 
Cargill  whenever  suspicions  arose  about 
profiteering  in  the  grain  trade.  (Who  was 
this  shadow) ,  private  company?)  Intelli- 
gently, Cargill  management  has  become 
progressively  less  secretive.  In  1972,  for 
example,  at  the  time  of  the  huge  Russian 
grain  sales,  Cargill  held  a  press  confer- 
ence to  disclose  that,  far  from  profiteer- 


•nuin  \\  hit  net/  MacMillan 


does  $1  billion  keep  a  low  profile? 

ing,  it  lost  money  on  shipping  grain  to 
Russia.  In  1976,  to  the  delight  of  curious 
competitors,  Cargill  gave  detailed  data 
on  its  operations  to  the  Senate  subcom- 
mittee on  multinational  corporations. 

Earlier,  Cargill  suffered  from  its  reti- 
cence when,  for  example,  the  Depart- 
ment of  .\griculture  in  1963  charged  it 
with  trying  to  manipulate  wheat  prices. 
Rather  than  admitting  the  charges,  Car- 
gill carried  the  fight  all  the  way  to  the 
Supreme  Court — where  it  lost.  Further 
back,  in  1937,  Cargill  was  expelled  from 
the  Chicago  Board  of  Trade  for  allegedK 


cornering  the  corn  market;  it  did 
not  rejoin  until  1962. 

Having  shed  its  secretive  ways, 
Cargill  launched  an  ambitious 
year-long  corporate  advertising 
test  campaign  in  May,  focusing  on 
its  role  as  middleman.  The  theme 
of  the  campaign,  carried  on  TV, 
radio,  in  farm  journals  and  popular 
magazines  in  the  Dakotas,  Minne- 
sota, Iowa,  Illinois,  Kansas,  Wis- 
consin; "Cargill  is  helping  both 
ends  meet." 

Cargill  is  not  spending  millions 
for  the  sake  of  ego.  Like  ever\'- 
thing  it  does,  this  is  part  of  a  well- 
thought-out,  long-range  plan. 
Since  the  early  Sixties  Cargill  has 
become  increasingly  active  in  at- 
tempting to  influence  U.S.  grain 
trade  and  farm  policies.  It  has 
been  successful,  but  to  continue, 
it  needs  public  support.  To  win 
potential  allies  on  future  issues  of 
public  policy,  Cargill  is  anxious  to 
make  the  public  aware  of  what  it  is 
and  does — up  to  a  point. 

Cargill  is  perhaps  the  biggest 
and    most    diverse  agribusiness 
company  in  the  world,  though  it 
prefers  to  dismiss  itself  as  a  con- 
glomerate. Cargill  and  its  affiliates 
operate  some  600  plants  and  of- 
fices in  38  countries,  employing 
more  than  24,000  persons,  includ- 
ing 130  in  the  chateau  and  1,300  in 
  the  nearby  office  center,  connect- 
ed to  the  chateau  by  carpeted  tun- 
nel   with    frequent  landscaped 
openings.  Its  175  grain  elevators  in  the 
U.S.,  plus  165  in  Canada  and  5  in  Eu- 
rope and  Japan,  give  Cargill  a  worldwide 
storage  capacity  of  nearly  300  million 
bushels  of  grain.  In  one  elevator  alone, 
Cargill  could  store  enough  grain  to  make 
six  loaves  of  bread  for  each  person  in  the 
U.S.  To  haul  the  grain  to  markets,  Car- 
gill uses  about  5.000  rail  cars,  500  river 
barges  (it  builds  for  itself  and  others)  and 
14  transoceanic  vessels. 

CargiU's  headquarters  near  Minneapolis 

Solitude,  grain,  power. 


TRANSPORTATION 


An  Investment 
in  the  Future 


Transportation  of  the  world's  goods  from  one  place  to  another  is  so  basic,  that  it  is  probably  the  most  essential 
activity  for  every  company  in  all  industries.  Because  of  the  cruciality  of  transportation,  it  will  always  represent  an 
investment  opportunity  of  major  proportion. 


At  Transway  International  Corporation,  we  have  invested  in  transportation  and  its  future 
development  through  a  management  strategy  we  call  Total  Modal.  Transway  has  operating 
companies  that  are  knowledgeable  and  successful  in  all  modes  of  transport . . .  rail,  highway, 
water,  and  air.  By  having  representation  in  depth  within  each  mode,  Transway  has  been  able 
to  benefit  from  the  growth  of  each.  In  addition,  our  operating  companies  have  been  able  to 
identify  and  to  pioneer  transportation  systems  that  combine  the  modes  to  their  best 
advantages. 


in  this  way  Transway  has  been  changing  the  face  of  transportation,  and  as  a  result  has  grown  in  size  and  financial 
strength.  Here  are  some  specific  examples  of  how  our  Total  Modal  strategy  operates: 


Roll-on/Roll-off  vessels  are  a  bimodal  transporta- 
tion system  with  loaded  trailers  placed  aboard 
ships.  In  Central  America  and  Ecuador  the  trailers 
are  moved  by  highway  to  final  destination.  This 
transportation  system  contributes  to  the  growth  and 
development  of  the  economies  of  the  nations 
served.  Another  bimodal  concept  is  LASH,  an  ac- 
ronym for  Lighters  placed  Aboard  SHips.  These 
LASH  ships  of  our  50%  owned  Waterman  Marine 
Corp.  can  off-load  their  barges  outside  congested 
harbors.  The  barges  can  continue  to  their  final 
destination  by  inland  waterways. 


Tropigas  International  transports,  stores,  and 
markets  liquefied  petroleum  gas  (LPG).  To  serve 
its  expanding  markets,  Tropigas  operates 
LPG  ocean  tankers,  rail  tank  cars  and  highway 
tank  trucks,  forming  an  international  multimodal 
"pipeline"  from  sources  of  supply,  to  bulk  terminals 
for  distribution  to  commercial,  wholesale,  and  retail 
customers. 


Piggyback  service  was  pioneered  by  Transway  for- 
warders in  collaboration  with  the  railroads.  Fully 
loaded  truck  trailers  are  placed  aboard  railway  flat- 
cars,  and  moved  in  rail  service  to  destination  termi- 
nals for  final  delivery  by  motor  vehicle.  This  bimodal 
innovation  provides  operating  economies  and  more 
efficient  use  of  energy. 


Through  these  and  other  applications  of  our  Total  Modal  investment  strategy,  Transway  has  grown  behind  the 
scenes.  If  all  of  our  transportation  companies  were  named  Transway,  you  would  be  more  familiar  with  our 
corporate  name.  Our  Total  Modal  strategy  has  enabled  our  company  to  produce  a  substantial  record  of  growth. 


Income  Per  Share 

In  Dollars 


Stockholders'  Equity  Per  Share 

in  Dollars 


Revenue 

in  Millions 


1.50     73       74       75       76        77  9.00    73       74       75       76       77  270      73        74       75       76  77 


If  you  would  like  to  obtain  more  information  about  Transway  International,  and  our  Total  Modal  transportation 
investment  strategy,  please  request  our  current  Annual  Report.  You  can  read  of  Transway  s  significant  growth  to 
over  $700  million  in  revenues,  and  to  over  $275  million  in  total  assets. 


Total  Modal  Transportation . . 
a  sound  concept  to  invest  in 


Transway  International  Corporation 

747  Third  Avenue 

New  York,  New  York  10017 


Mimi 


A  Family  Affair 


Ten -year  earnings  and  sales  of  Cargill  and  its 
consolidated  subsidiaries. 
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Earnings 


$14  BILUONS- 
12 


Sales 


72 


73 


•75  76  77  78- 

*For  Fiscal  Year  Ending  Mdy  31 


(.'iirKill  (l(M-s  not  ri'lfusc  its  iiiiatuial 
results  on  a  ri-(^ilur  basis.  Tlu-  last  time  it 
|)iil)li<  iz«'<l  sales  and  earnings  was  in  U)7fi 
Ix'loic  the  Senate  snlHoiiiniittee  on  inul- 
tiiialional  I (>i'|X)r.iti(>iis.  il(>\\c\er.  for  the 
risial  \c.ir  <  M(le(l  \Ia\  M .  FoUBi-.s  esfi- 
III. lies  (  ■.ni;ills  s.il<'N  aiiioimled  to  $113 
Uillion.  coiiip.ired  with  $10.9  i>illioii  in 
tiseal  1977  Karninns  prohahly  eliinhed 
to  .$120  million  in  iiseal  1978  froiii  $110 
million  the  previons  year — raiikini;  pri- 
\.ilr  (  .iruillN  profits  with  those  ol  iiiaiil 
piiMu  comp.iines  like  .South<'rn  I'.icilic. 
HciidiN  .iiid  MeDoimell  Douglas. 

lilsldi'lealK.  the  letimi  on  iliM'slmeiil 
III  the  jirain  i)iisiiiess  has  Ih-lmi  low.  liv- 
lurns  \\«-re  so  low  in  the  late  Sixties  that 
C^UTKill  had  seri«)us  doubts  alK)Ut  liirther 
iiixcslments,  btil  ihinns  ha%«'  improved 
Miiee  then  {''.aininils  oi  (!ari;ills  et)m- 
iiKHlitN  marketing  division  have  niicliiat- 
ed  li'om  a  hi^h  oi  2*^  ol  sales  in  tiseal 
1 97-4  to  a  loss  n\  0:2m  in  liseal  UMS9. 

K.\cn  in  fisial  1977.  a  ^ikkI  \ear,  (,ar- 
^ill  netted  a  return  ofonK  alxiut  1  l^'i  on 
its  net  worth  of  alHiut  $1.1  billion.  ii|) 
h  1)111  $100  million  in  fiscal  when 
sales  weie  $2  billion.  .-X  publie  cx)mpaM\ 
with  sueh  nuxlest  returns  at  a  hii;li  point 
in  a  c'selieal  business  would  be  in  trouble 
with  its  sloikholders  aiul  with  the  ilnaii- 
ei;J  L-ommunit\  Hut  (.'ar^ill  has  no  sik  li 
worries.  .\1kI  lor  this  reason,  it  has 
no  intention  ol  noing  public 

Basic-alK  ,  ("arnill  makes  a  [irofit  in  two 
wa\s:  1)  l)y  bu\ini;  )irain  at  a  jxiint  ol 
surplus  and  earr\in>^  it  to  a  point  ol  deli- 
eit.  and  2)  b\  bu\ini;  it  at  a  tiiiu-  of 
surplus  and  i-air\iin;  it  o\»'r  to  a  tiim-  ol 
delleit.  Tlu'  profit  i-onus  from  its  abilit) 
to  ilo  both  of  these  things  at  a  lower  cx)st 
than  its  i-om|'K-titors — and  its  w  illingness 


to  att.fpt  a  low  rate  of  profit 

It  takes  a  great  deal  of  mont-y  to  fi- 
iiaiK*'  the  moveiiK'tit  of  Rrain  during 
pe.ik  jK-riods  (,'onse(|iientl\  .  (.arjiill  is  a 
bin  l)orrow<-r.  Its  re|)iitation  as  a  well- 
manai^ed  eompain  that  sells  rather  than 
speciilales  in  eomiiKKlities  has  lenders 
kiKK-kinij  at  its  d(K)rs.  K\er\  time  it  bin  s 
a  coninuKlit) .  it  hedges  by  selling  a  ct)ii- 
trac  t  to  offer  a  like  amount  at  some  futur*- 
time  When  it  sells  the  eominodit\.  it 
buys  the  fulur<  s  i-ontract  back.  It  is  a 
liiiiliK   consersaf i\ «'  and  safe  approach 


from  which  (.argill  never  strays.  "During 
tin-  SON  bean  Immmu  [in  197.3]  (Cargill  could 
Imvc  made  $200  million  had  wf  gone 
long  our  inventories,  recalled  a  (.'argill 
trader  "But  we  stayed  hc-dged.  That  was 
the  test.  There  was  a  minirevolf  among 
traders  who  wanted  to  go  long,  but 
I  President  I  Mc  Vay  said.  No  ' 

The  conservative  approach  has  »-n- 
abled  (Cargill  to  arrangi-  well  over  $1 
billion  ill  prime-rate  domestic  and  for- 
eign biuik  credit  lines,  including  short- 
term  credit  used  e.\clusivel\  to  finance 
its  commodity  inventories,  (^argill  s 
<  redit  worthiness  has  been  further  en- 
li.mc  ed  l)\  its  polic\  of  plowing  virtualb 
.ill  profits  back  into  the  busiiu-ss,  di\i- 
dends  are  meager.  .\s  a  c-onse(|uence, 
net  worth  has  increased  from  just  $1(K) 
million  in  UXi5  to  the  current  $1.1  bil- 
lion. Thus,  what  stockholders  have  lost, 
in  dividends  the\  have  more  than  made 
up  in  net  worth.  Moreover,  these  re- 
tained e.iniings  have  financed  most  of 
(  argill  s  diversification. 

I'p  until  19.50.  (Jargills  only  business 
was  grain.  'bKlav  grain  acx-ounts  for  onK 
.ibout  one-third  of  the  \olume  (.'argill  is 
currc-ntl\  one  of  the  top  soybean  proces- 
sors in  the  world  as  well  as  feed  producer 
for  the  livestcK-k  and  poultry  industries  in 
the  U.S.,  Europe,  Canada,  Ijtin  Amer- 
ica and  .Asia  It  grows  and  markets  hy- 
brid corn,  sells  prixlucts  made  from  soy- 
bians.  flour,  wlu-at.  lapicK-a.  sunflowers 
and  other  oilseeds.  |ioultr\.  eggs  and 
scrap  iron.  Recent  ventures  include  cat- 
tle feeding,  poultry  prcK-essing,  salt  min- 
ing, steel  pnxhietion.  barge  wnstnic- 
ti«)n.  chemical  priKessing,  sugar,  inohis- 
ses.  c-otton  and  coal  merchandising. 
commiKlitv   futures  tradini;.  e(|uipment 


('<ir{iiirsPn  si(li  iit\l(\iiii  It  tt  (inJ  \  it ,  i.  luiii  iimn  Dirrcks 
From  nonfamily  members,  total  dedication. 
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Teleplan 

Telhi^lan  reduces  the 
cost  of  dialing  home  from 
your  overseas  hotel  room. 


Hilton  International  service  ranks  with  the 
best,  all  around  the  world.  Now  they've  done  something 
special  for  guests  who  want  to  keep  in  touch  with  their 
homes  and  offices  by  dialing  their  own  calls. 

Americans  are  often  shocked  by  exorbitant 
charges  added  by  foreign  hotels  to  the  calls  they  make 
home.  These  surcharges,  in  some  countries,  run  to  100% 
and  nurre  of  the  official  rate. 


But  not  to  Hilton  International  guests!  Now 
added  charges  on  self-dialed 
calls— the  kind  we're  used  to 
making— never  exceed  $4.00, 
no  matter  how  long  your  call 
lasts.  Credit  card  and  collect 
calls  will  cost  a  bit  more. 

Hilton  International  is 
on  your  side  when  you  want 
to  call  home.  They've  made  it 
cheaper  with  Teleplan. 

That's  service!  (O)  Bell  System 


Cargill  receives  a  Chinese  delegation 
A  market  is  a  market  is  a  market. 


leasing  and  life  insurance. 

Cargill  also  has  been  quietly  inching 
its  way  directly  into  consumer  markets. 
It  already  produces  and  markets  a  broiler 
under  the  Paramount  label.  Turkeys  it 
raises  in  Arkansas  and  Missouri  are  sold 
under  the  company's  Honeysuckle, 
Paramount,  Riverside  and  Medallion 
brands.  Its  Burrus  Mills  in  Texas  sells 
flour  to  consumers  under  the  Light 
Crust  brand.  It  markets  soybean-based 
artificial  bacon  chips  and  has  developed  a 
soybean-based  imitation  chocolate  that 
may  end  up  at  candy  counters.  (In  Brazil 
it  already  sells  cooking  and  salad  oils  to 
consumers.)  Cargill  Investor  Services, 
with  offices  in  five  major  U.S.  cities, 
serves  individuals  speculating  in  com- 
modities. And  Summit  National  Life  In- 
surance Co.  offers  individual  and  group 
life  programs. 

Some  recent  Cargill  ventures  such  as 
broilers  and  fertilizer  production  were 
big  moneylosers  when  they  were  pur- 
chased, but  that  didn't  worry  Cargill 
management,  which  has  considerable 
confidence  in  its  ability'  to  turn  around 
businesses  where  basic  skills  in  commod- 
ities marketing,  bulk  handling  and  trans- 
portation logistics  can  be  brought  to 
bear.  Those  carefully  nurtured  skills  go 
back  well  over  a  century. 

The  Cargill  empire  began  in  1865  in  a 
small  grain  flathouse  in  Conover,  Iowa,  a 

ICC 


frontier  boom  town.  William  Wallace 
Cargill  was  one  of  five  sons  of  a  Scottish 
sea  captain  who  had  made  his  home  on 
Long  Island  but  who,  in  the  late  1850s, 
turned  from  the  sea  and  moved  his  fam- 
ily to  a  small  farm  near  Janesville,  Wis. 
One  son  died  in  the  Civil  War,  but  the 
others  followed  the  oldest.  Will,  to  the 
wheat  territories  across  the  Mississippi. 
Will,  then  20,  formed  a  partnership  with 
two  of  his  brothers,  Sam  and  Jim. 

Will  established  his  headquarters  in 
La  Crosse,  Wis.  Across  the  street  from 
him  lived  another  Scotch-Presbyterian 
family  named  MacMillan.  In  1895  John 
High  MacMillan  married  Will  Cargill  s 
elder  daughter  and  went  to  work  for  his 
father-in-law.  Will's  elder  son,  William 
S.  Cargill,  married  another  MacMillan. 
In  1909  John  .MacMillan  became  presi- 
dent of  the  company. 

By  1914  Cargill  Elevator  already  had  a 
net  worth  of  more  than  $4  million.  John 
H.  MacMillan  Jr.,  a  self-taught  engineer 
responsible  for  many  innovations  in 
grain  handling,  succeeded  his  father  as 
president  in  1936.  When  John  Jr.  died  in 
1960  at  65,  Erwin  Kelm,  then  54,  took 
over  as  president,  ending  95  years  of 
uninterrupted  management  by  the  Car- 
gills  and  MacMillans. 

Kelm's  retirement  in  1976  put  a  Mac- 
Millan at  the  top  once  again.  Whitney 
MacMillan,  now  48,  moved  up  from 
president  to  chairman,  one  of  the  trium- 
virate in  the  newly  created  office  of  the 
chairman.  The  other  two  are  M.D. 
McVay,  59,  president  and  chief  operat- 
ing officer,  and  H.  Robert  Diercks,  64, 
vice  chairman. 

Whitney,  a  nephew  of  John  Jr.,  gradu- 
ated from  Yale  in  1951  and  joined  Cargill 
first  as  a  vegetable  oil  merchant,  then  as 
a  grain  merchant.  A  painfully  private 
person,  reluctant  even  to  have  his  photo- 
graph taken,  Whitney  is  an  able  man- 
ager, quick  to  ask  questions  rather  than 
wait  for  meetings  and  memorandums. 
He  is  also  quick  to  make  decisions — a 
legacy  perhaps  of  his  fast-paced  grain 
trading  days. 

McVay  grew  up  on  a  Kansas  farm  and 
joined  Cargill  in  1940  as  a  livestock  spe- 
cialist following  his  giaduation  from  Kan- 
sas State  University.  His  hobby:  running 
a  600-head  cattle  farm. 

Diercks,  due  to  retire  ne.xt  year, 
joined  Cargill  in  1937  after  graduation 
from  the  University  of  Minnesota.  He 
has  a  dry  sense  of  humor  and  is  an  able 
spokesman  for  Cargill  on  sensitive  agri- 
cultural issues. 

MacMillan  and  Diercks  are  products 
of  Cargills  48-year-old  management 
training  program,  said  to  be  one  of  the 
first  ever  undertaken  by  any  corporation. 
The  program  recruits  liberal  arts  gradu- 
ates and  almost  immediately  plunges 
them  neck-deep  into  responsible  profit- 
making  positions  as  traders  and  grain 
merchants.  Thirt\'-two  of  Cargill  s  top  46 


operating  officers  are  graduates  of  the 
training  program. 

For  all  its  growth,  the  company  has 
maintained  an  informal — almost  a  family 
company — style.  Its  baronial  headfjuar- 
ters  is  more  an  accident  than  a  statement 
of  C'argill's  view  of  itself 

The  63-n)om  headcjuarters,  built  in 
1930  by  stockbroker  Rufus  Rand  Jr.,  still 
has  13  working  fireplaces,  but  most  of 
the  16  tile  bathrooms  have  been  convert- 
ed into  storage  or  office  space.  (It  is  a 
replica  of  a  chateau  Rand  saw  in  France 
as  a  flier  in  World  War  I.)  Cargill  bought 
it  and  the  surrounding  250  acres  from 
the  Rand  family  in  1944  when  it  was 
looking  for  a  sufiurban  site. 

The  chateau  is  the  heart  of  Cargill. 
From  it  more  than  30  traders,  phones  in 
hand,  eyes  glued  to  the  large  electronic 
quote  board  on  the  wall,  buy  and  sell  the 
grains  and  other  commodities  that  could 
mean  profits  for  Cargill. 

In  a  soundproof  room  nearby,  a  bat- 
tery of  telex  machines  pour  out  a  flood  of 
intelligence,  some  in  code,  to  and  from 
Cargill  offices  around  the  world. 

In  the  cellar,  the  huge  diesel  engine  is 
hooked  up  to  a  generator  ready  for  the 
coming  winter  ice  storms  that  could  pull 
power  lines  down.  The  communication 
lines  must  always  be  open.  That's  Cargill 
for  you.  It  hedges  even  on  its  utility 
service.  ■ 


Headquarters  trading  room 


Is  the  rain  in  the  grain? 
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ARA's  chief  serviceman.  Chairman  Bill  Fishman 
He  knew  what  he  wanted  his  business  to  be. 

Unsung  Success  Story 

There's  nothing  glamorous  about  the  businesses  ARA  Services 
is  in,  but  its  numbers  are  among  the  most  impressive  in  all  U.S. 
industry.  That's  what  you  call  first-class  management. 


Philadelphia's  bustling  ARA  Services, 
Inc.  is  one  of  America's  unsung  success 
stories.  In  1959  it  earned  $800,000  on 
S24  million  in  sales.  This  year  (fiscal 
1978,  that  is,  ending  Sept.  29)  ARA  will 
probably  earn  close  to  $50  million — may- 
be as  much  as  $4.80  a  share — on  some- 
thing like  $1.7  billion  in  sales.  A  $1,663 
investment  in  100  ARA  shares  back  in 
1959  would  be  worth  $13,800  today.  This 
year  ARA  will  earn  an  estimated  16%  on 
stockholders'  equity,  which  is  not  at  all 
extraordinary  for  ARA  but  is  (juite  ex- 
traordinary for  a  company  its  size. 

Not  bad  for  an  outfit  that  was  born  of  a 
merger  of  two  small  vending  companies, 
one  based  in  Chicago,  the  other  in  Los 
Angeles.  But  then  ARA  is  no  ordinary 
company;  and  its  chairman,  cofoundcr 


and  chief  executive,  William  S.  Fish- 
man,  62,  is  no  ordinary  executive. 

A  rare  combination  of  intellectual  and 
practical  businessman.  Bill  Fishman  is  a 
far  cry  from  the  rough-and-ready  sort 
that  people  sometimes  correctly  associ- 
ate with  the  vending  machine  industry. 
He's  a  University  of  Illinois  graduate,  a 
Phi  Beta  Kappa  who  might  have  become 
a  political  science  professor  if  he  hadn  t 
been  forced  to  go  out  and  get  a  job  in 
1937  after  a  year  or  so  ol  graduate  work 
at  the  University  of  Chicago. 

It  was  Bill  Fishman's  vision  that  made 
ARA  different  from  other  outfits  of  its 
type.  Fishman  recognized  early  that  his 
company  was  part  of  something  much 
bigger  than  merely  the  coin-in-thc-slot 
business.  This  something  was  the  selling 


of  services  to  big  institutional  clients  who 
would  rather  not  bother  themselves  with 
things  like  providing  coffee,  food  and  the 
like.  Vending  machines,  Fishman  real- 
ized, were  only  one  means  of  distribut- 
ing these  services.  "We're  in  the  service 
management  business,  "  Fishman  ex- 
plains. "We  do  not  think  of  ourselves  as  a 
vending  company  or  a  school  bus  com- 
pany or  even  as  a  food-service  company. 
We  are  in  the  business  of  anticipating 
and  managing  services  which  meet  basic 
needs  and  expectations.  "  In  a  business 
like  this  it  is  the  attention  to  details  that 
counts,  as  well  as  grand  strategy,  and 
ARA  has  proven  itself  exceptionally  pro- 
ficient at  both. 

"Every  client  we  have  is  dificrent,  " 
F'ishman  says.  "You  have  to  tailor  the 
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Didwe 
dream  too  &st? 


Progress  too  eagerly  sought  can  com- 
promise our  most  important  standards: 
Pride.  Honor.  Honesty.  Standards  so 
delicately  wrought  that  once  tampered 
with  can  become,  like  the  eagle,  in 
danger  of  extinction. 

At  Whirlpool  we  believe,  like  many 
other  companies,  that  these  standards 
must  be  maintained.  We  believe  it 
strongly  and  we're  dedicated  to  the 
idea. 

We  start  with  pride.  Pride  in  our 
craftsmanship.  It's  represented  in  every 
appliance  we  make.  Or  we  simply  don't 
make  it. 

Of  equal  importance,  we  believe 
that  making  a  sale  is  only  the  beginning 
of  a  relationship.  Not  the  end  of  one. 

Our  warranty,  for  instance,  is 
worded  in  very  understandable  lan- 
guage. We  do  this  because  a  warranty 


is  a  promise.  A  promise  that  must  be 
stated  so  clearly  that  you're  confident 
in  it.  Not  confused  by  it. 

We  have  a  toll  free  telephone  ser- 
vice called  Cool-Line"  service.  Its  only 
function  is  to  help  you  with  any  problem 
or  question  you  might  have.  Just  try  it: 
(800)  253-1301.  In  Michigan  (800)  632- 
2243.  You'll  see. 

We  have  a  nationwide  franchised 
service  known  as  Tech-Care"  service. 
It's  made  up  of  service  technicians  who 
have  been  trained  for  years  to  do  one 
thing:  Help  you,  whenever  you  need 
them.  They're  right  in  the  Yellow  Pages. 

We  realize  that  by  doing  these 
things  we're  not  going  to  change  the 
world.  But  we'd  like  to  think  of  it  as  a 
beginning.  A  beginning  that  might  help 
us  to  realize  our  dreams  without  for- 
getting our  standards. 


Whirlpool 

X  CORPORATION 


service — the  menu,  the 
hours,  the  kind  of  service — 
to  the  needs  of  the  ultimate 
customer.  " 

ARA  started  out  provid- 
ing machine  and  manual 
food  service  to  the  business 
education  and  health  can 
markets — and  such  food-re- 
hited  services  still  provid( 
over  60%  of  its  sales.  Over 
the  years  it  has  moved  be- 
yond that  into  a  wide  range 
of  allied  services,  encom- 
passing everything  from 
uniform  rental  and  school 
bus  transportation  to  maga- 
zine wholesaling  and  nurs- 
ing home  management.  The 
last  time  ARA  bothered  to 
count,  it  was  servicing  8 
million  customers  a  day  at 
1 15,000  vending  machines, 
12,000  office  or  factory  food 
systems,  over  350  colleges 
and  1,200  schools,  22,000 
retail  magazine  outlets,  50 
airlines,  209  nursing  homes, 
314  hospitals  and  5,500 
school  buses. 

The  original  1959  merger 
made  ARA,  then  Automatic 
Retailers  of  America,  more 
or  less  a  national  vending 
company.  The  acquisition 
two  years  later  of  Philadel- 
phia's Slater  Systems,  then 
the  U.S.'  biggest  food  ser- 
vice operator,  was  the  result 
of  Fishman's  recognition 
that  the  vending  and  man- 
ual food  service  businesses 
were  really  one  and  the 
same.  By  the  mid-Sixties 
Fishman  and  his  partner, 
Davre  Davidson,  who  re- 
tired last  year,  had  begun 
moving  the  company  in  new 
directions;  airline  food  ser- 
vice and  the  leisure  and 
recreational  market — food- 
management  services  in 
national  parks,  stadiums,  golf  courses, 
racetracks — plus  into  radically  new 
areas  like  magazine  distribution  and 
school  bus  transportation. 

"What  we  discovered,  "  Fishman  says, 
"is  that  our  service  skills  were  transfer- 
able. We  could  transfer  our  expertise 
from  one  service  to  another  and  from  one 
market  to  another.  "  Sometimes  the 
transfer  was  obvious.  Inflight  food  ser- 
vice led  ARA  inttj  things  like  baggage 
handling,  aircraft  maintenance  and  secu- 
rity services.  Its  hospital  food  service  led 
it  into  hospital  housekeeping,  laundry 
and  plant  maintenance  services. 

ARA's  contract  school  bus  transporta- 
tion business,  which  it  entered  in  1972, 
required  a  for  more  imaginative  leap. 
ARA  had  to  recognize  that  the  skills  it 


Cafeteria  at  W.R.  Grace  s  heach/uarters  in  New  York 
The  secret  was  tailoring  the  service  to  the  client. 


had  acquired  in  running  and  maintaining 
fleets  of  trucks  in  its  vending  business 
were  transferable  into  school  bus  trans- 
portation. ARA  has  since  become  the 
U.S.'  number  one  school  bus  contractor, 
transporting  400,000  pupils  a  day  in 
5,500  school  buses  in  12  states. 

Equally  inventive  was  ARAs  do-it- 
yourself  Office  Coffee  Systems,  for  busi- 
nesses with  fewer  than  100  employees. 
ARA  provides  the  coffeemaking  equip- 
ment and  the  raw  coffee;  the  employees 
make  the  coffee  themselves.  "It's  a  big 
business  with  a  lot  of  small  transactions. 
That's  one  of  our  talents,  '  says  Fishman, 
"managing  high-volume  businesses  with 
very  small  transactions.  The  average  ac- 
count may  be  $35  in  gross  revenues — 
that's  sales  not  profit.  But  multiply  that 


by  95, OCX)  customers,  and  it 
adds  up.  " 

More  often  than  not, 
ARA's  diversification  strate- 
gy has  consisted  of  convert- 
ing a  regional  service  busi- 
ness into  a  national  one — a 
practice  that  has  brought 
some  of  its  vending  and  pe- 
riodical-distribution ac()uisi- 
tions  under  antitrust  attack. 
When  ARA  moved  into  pe- 
riodical distribution  in  1968, 
for  example,  it  acquired 
Washington,  D.C.'s  Di.strict 
News,  with  the  understand- 
ing that  its  management 
would  oversee  ARA's  na- 
tionwide expansion.  Eleven 
acquisitions  later,  ARA  is 
now  the  U.S.'  largest  maga- 
zine wholesaler.  Serving 
22,000  newsstands,  drug- 
stores and  supermarkets 
coast  to  coast,  it  supplies  a 
good  15%  to  207c  of  the 
market  and  distributes  360 
million  magazines  every 
year.  "Magazine  wholesal- 
ing, "  says  Fishman,  "is  basi- 
cally a  warehousing  oper- 
ation and  a  trucking-service 
operation,  and  we  already 
knew  how  to  do  that.  " 

The  same  pattern  pre- 
vailed a  few  years  later 
when  ARA  decided  to  move 
into  the  nursing  home  in- 
dustry. ARA  knew  the  mar- 
ket from  years  of  providing 
food  service  to  hospitals  and 
nursing  homes,  and  it  start- 
ed out  in  1973  by  acquiring 
Houston's  National  Living 
Centers  as  a  base.  Five 
years  later,  ARA  presides 
over  the  largest  nursing 
home  operation  in  the  U.S., 
bigger    than    either  Anta 

  Corp.  or  Hillhaven,  Inc.  As 

against    41    facilities  and 
4,100  beds  five  years  ago, 
ARA  now  has  209  homes  and  24,000 
beds,  and  the  market  has  barely  been 
scratched. 

You  don't  expand  the  way  ARA  has 
without-  making  mistakes.  ARA  made 
plent\  ,  but  the  saving  grace  was  the  way 
Fishman  and  his  associates  learned  from 
these  mistakes.  In  1975,  for  the  first  time 
since  the  company  was  founded,  earn- 
ings declined — by  a  full  10%.  In  1976 
they  recovered  to  record  levels,  and  in 
1977  slipped  again,  infinitesimally. 

What  went  wrong?  For  one  thing, 
ARA  moved  into  the  wrong  kind  of  ser- 
vice businesses:  into  office-building  con- 
struction management  (Morse/Diesel), 
into  management  consulting  (Fry  Con- 
sultants), into  mail-order  advertising 
(Thayer),  into  bank  merchandising  pro- 


ne 
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Truck 

Mairrtenance 

At  Saunders  Leasing,  it^s  something  we  never  forget. 


Saunders  presents  the  beauty  of  the  full-service 
truck  lease.  The  beauty  of  it  is,  you'll  no  longer  be 
burdened  with  the  beastly  details  of  truck  ownership 
-  one  of  the  biggest  ones  being  truck  maintenance. 
Because  at  Saunders,  we  think  it's  too  important 
to  forget. 

And  we  don't  just  mean  checking  out  your  trucks 
every  now  and  then.  We're  talking  about  preventive 
maintenance,  taking  a  little  extra  time  to  iron  out 
wrinkles  before  they  get  in  your  way,  so  your  trucks 
can  spend  more  time  on  the  road  instead  of  in  the  shop. 

When  you  ride  with  Saunders,  you  get  the  total, 
full-service  system.  Everything  from  an  operating 
lease  according  to  all  FASB-13  criteria  to  our  comput- 
ing, reporting  and  paying  state  fuel  and  mileage  taxes 
to  prompt  road  service,  day  or  night.  So  remember. 


when  it  comes  to  trucking,  you  have  a  choice:  You  can 
put  up  with  all  the  beasts.  Or  behold  the  beauty  of  the 
lease.  With  Saunders. 

I  I 

I  Truck  maintenance  can  be  a  beast!  | 

□  Send  me  your  full-color  brochure  "Cross-country  with  i 
j   Saunders."  □  Or  have  a  representative  call.  | 

Name  Title  

Company  

Street  

I    City  State  Zip  

Phone   I 

I  Mail  to:  f^mm^^'^i  M.L.Malcolm  I 
I  /  Saunders  Leasing  System,  Inc.  I 

/  jZ3  /  201  ()ffice  Park  Drive 

C  ^  Birminj^ham,  Alabama  35223  ^4 


Saunders.  Because  business  creatures,  great  and  small,  should  feel  at  home  with  truck  leasing. 


Howcolleg 
students  cooked  u 

energy-savin 
ideas  for 
the  home. 


This  year.  Armco  asked  56  industrial  desi* 
and  engineering  students  from  Brigham 
Young,  Northwestern,  Notre  Dame  and 
V'anderbill  universities  to  deal  with  a 
dilemma:  how  to  save  more  energy  in  the  I 
home.  Then,  we  invited  24  energy  experts 
from  government  and  industry  to  see  the 
students"  presentations  and  to  critique 
their  st)lutions. 

The  students"  ideas  included  an  ultra- 
sonic dishwcLsher  that  uses  less  water  and 
energy.  o\ens  that  cut  heat  k)ss.  a  refrig- 
erator that  lets  you  see  ft)od  without  open 
ing  the  door,  new  bathroom  fixtures  that 
greatly  reduce  water  use— even  a  windmil 
to  power  home  air  conditioning. 

During  the  past  13  \ears.  Armco  has 
made  it  possible  for  686  students  from  28 
U.S.  colleges  to  suggest  answers  to  some  e 
society"s  nn)st  fcM^midable  problems,  in- 
cluding public  transpoilation,  fighting 
fire  and  designing  to  accommodate  the 
handicapped. 

The  Armco  Student  Design  Program 
helps  bridge  the  gap  between  campus  and 
industi-y.  encourages  creative  thoughts, 
and  allows  students  to  go  directly  to  sea- 
soned professionals  with  ideas  for  a  better 
way  of  life. 

For  a  booklet  describing  this  year"s 
program,  write  to  Armco  Inc..  General 
Offices.  Dept.  68,  Middletown,  Ohio  45043 


Armco 


Citstomcrs  lin<  up  at  an  ARA  cash  re^ster 


You  don't  serve  the  same  food  in  an  office  as  you  serve  in  a  steel  mill. 


motion  (Connelly).  When  the  recession 
of  1975  hit,  all  did  poorly  and  losses 
began  to  mount.  "The  .services  we  spe- 
cialize in,  "  Fishman  says,  "are  services 
that  are  consumed  continuously.  Our 
customers  eat  a  meal  today  and  come 
back  for  another  tomorrow,  or  read  a 
magazine  and  come  back  next  week  for 
another.  They're  not  businesses  where 
once  you  finish  a  job  you've  got  to  go  out 
and  find  another  customer." 

ARA  also  got  mousetrapped  by  sky- 
rocketing coffee  prices,  and  it  lost  its 
shirt  trying  to  straighten  out  a  public 
vending  operation  it  had  acquired  in 
New  York  City.  In  Jamaica,  a  change  in 
the  political  climate  drained  the  profit 
out  of  its  flight-kitchen  operation,  and  it 
even  ran  into  trouble  in  its  periodicals 
business.  ARA  entered  three  markets — 
St.  Louis,  Kansas  City  and  New  Or- 
leans— on  a  head-to-head  competitive 
basis  and  lost  a  lot  of  money  before  put- 
ting its  competitor  out  of  business. 

"We  made  a  policy  decision  in  1975  to 
clean  house,  "  Fishman  says.  "And  it  took 
us  three  years  to  do  it.  Some  of  these 
mistakes  were  not  mistakes  when  they 


were  first  made.  Businesses  change,  and 
we  kept  hoping  for  miracles  that  didn't 
happen.  I  think  we  learned  our  lesson. 
When  we  see  a  change  in  one  of  our 
businesses,  I  think  we'll  face  up  to  it 
more  quickly." 

ARA  still  maintains  its  magazine  oper- 
ations in  those  three  cities,  but  else- 
where Fishman  had  no  choice  but  to  sell 
out.  And  so  over  a  three-year  period, 
ARA  sold  off  businesses  that  had  gener- 
ated $58  million  in  sales  and  had  operat- 
ing and  capital  losses  of  about  S5  million. 
And  with  that  behind,  ARAs  earnings 
are  once  again  rising  smartly — up  17.6% 
on  a  13%  gain  in  nine-month  sales,  and 
the  same  pattern  is  in  prospect  for  the 
full  year.  Over  the  next  five  years,  Fish- 
man predicts  ARAs  earnings  are  going  to 
be  rising  between  11%  and  15%  annually 
on  a  10%  to  12%  increase  in  annual  sales. 

Fishman  expects  that  growth  to  come 
pretty  much  across  the  whole  range  of 
ARAs  services,  with  health  care  setting 
the  pace.  The  $51-billion-a-year  service 
market  where  ARA  is  established  is  vast, 
and  most  of  it  is  still  self-served.  "Our 
market  penetration,"  Fishman  says,  "is 


quite  low  in  most  of  (  r  markets — less 
than  5% — so  our  presei  business  affords 
a  lot  of  growth  opportu.ties,  not  count- 
ing any  diversify  ing.  " 

The  possibilities  of  c/ersification  are 
considerable,  however,  here's  the  man- 
agement of  municipal  id  state  govern- 
ment services  by  privat  enterprises,  for 
example.  "I  think  it's  a  emendous  mar- 
ket," Fishman  says.  Si  is  the  interna- 
tional market  which  yided  ARA  $200 
million  in  sales  last  yeaiind  a  minuscule 
profit,  but  is  so  large  amso  undeveloped 
that  Fishman  can  see  it  roviding  a  good 
quarter  of  ARA  s  profit  r  1983. 

Perhaps  most  promis  g  of  all  is  public 
food  service.  "I  think  w  made  a  mistake 
ten  years  ago  not  goindnto  the  public 
food-service  business— lot  necessarily 
fast  food,  but  coffee  shopperation,  pub- 
lic cafeteria  operation  It  s  a  market 
Howard  Johnson  shoulciave  had  by  the 
throat,  and  they  lost  it.  Ve'rc  looking  at 
it  thoroughly  and  freqi  ntly.  It  s  a  big 
market,  and  we've  got  nst  of  the  talent 
and  knowhow  we  nec' "  McDonald's, 
look  out.  Kentucky  FriJ  Chicken,  look 
out.  Evervbodv,  look  oi.  ■ 
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WHAT  DOES  rr  TAKE 
TOBEAGENIUS? 


According  to  an  old  adage,  genius  is  1%  inspiration  and  99% 
perspiration. 

We'd  like  to  update  that  a  little. 

Because  more  than  perspiration,  a  genius,  like  the  rest  of  us,  needs 
information. 

All  ideas  come  from  information.  All  discoveries  begin  with  it,  and 
all  decisions  are  based  on  it. 

What  really  distinguishes  geniuses  is  that  they  know  how  to  use 
information— how  to  gather,  edit,  synthesize  and  othertvise  manage  it. 

We  raise  the  point  because,  by  no  small  coincidence,  managing 
information  is  what  Xerox  is  concerned  with,  too. 

We  make  copiers  and  duplicators  to  help  you  reproduce 
information. 

Electronic  typing  systems  that  let  you  create,  edit  and  store  it. 
Telecopier  transceivers  and  communicating  typewriters  that 
transmit  it. 

Computer  services  that  help  you  organize  it  and  use  it  efficiendy. 

Even  electronic  printers  that  let  you  take  information  directly  from 
a  computer  — and  then  pririt  it  out  in  ways  other  printers  never  could. 

None  of  these  Xerox  machines  will  make  you  a  genius.  But  all 
of  them,  used  either  separately  or  as  part  of  a  system,  will  help  you  use 
information  more  ingeniously. 

Or,  to  put  it  another  way: 

Genius  is  the  inspired  use  of  information. 

You  manage  the  inspiration. 

And  we'll  help  you  manage  the  information. 

XEROX 

Telecopier  ®  IS  J  iradenurk  of  XEROX  CORPORATION. 


Customers  line  up  at  an  ARA  cash  register 


You  don't  serve  the  same  food  in  an  office  as  you  serve  in  a  steel  mill. 


motion  (Connelly).  When  the  recession 
of  1975  hit,  all  did  poorly  and  losses 
began  to  mount.  "The  services  we  spe- 
cialize in,  "  Fishman  says,  "are  services 
that  are  consumed  continuously.  Our 
customers  eat  a  meal  today  and  come 
back  for  another  tomorrow,  or  read  a 
magazine  and  come  back  next  week  for 
another.  They're  not  businesses  where 
once  you  finish  a  job  you've  got  to  go  out 
and  find  another  customer.' 

ARA  also  got  mousetrapped  by  sky- 
rocketing cofiee  prices,  and  it  lost  its 
shirt  trying  to  straighten  out  a  public 
vending  operation  it  had  ac(juired  in 
New  York  City.  In  Jamaica,  a  change  in 
the  political  climate  drained  the  profit 
out  of  its  flight-kitchen  operation,  and  it 
even  ran  into  trouble  in  its  periodicals 
business.  ARA  entered  three  markets — 
St.  Louis,  Kansas  City  and  New  Or- 
leans— on  a  head-to-head  competitive 
basis  and  lost  a  lot  of  money  before  put- 
ting its  competitor  out  of  business. 

"We  made  a  policy  decision  in  1975  to 
clean  house,'  Fishman  says.  "And  it  took 
us  three  years  to  do  it.  Some  of  these 
mistakes  were  not  mistakes  when  they 


were  first  made.  Businesses  change,  and 
we  kept  hoping  for  miracles  that  didn't 
happen.  1  think  we  learned  our  lesson. 
When  we  see  a  change  in  one  of  our 
businesses,  I  think  we'll  face  up  to  it 
more  quickly." 

ARA  still  maintains  its  magazine  oper- 
ations in  those  three  cities,  but  else- 
where Fishman  had  no  choice  but  to  sell 
out.  And  so  over  a  three-year  period, 
ARA  sold  ofiF  businesses  that  had  gener- 
ated $58  million  in  sales  and  had  operat- 
ing and  capital  losses  of  about  $5  million. 
And  with  that  behind,  ARA's  earnings 
are  once  again  rising  smartly — up  17.6% 
on  a  13%  gain  in  nine-month  sales,  and 
the  same  pattern  is  in  prospect  for  the 
full  year.  Over  the  next  five  years,  Fish- 
man predicts  ARA's  earnings  are  going  to 
be  rising  between  11%  and  15%  annually 
on  a  10%  to  12%  increase  in  annual  sales. 

Fishman  expects  that  growth  to  come 
pretty  much  across  the  whole  range  of 
ARAs  services,  with  health  care  setting 
the  pace.  The  $51-billion-a-year  service 
market  where  ARA  is  established  is  vast, 
and  most  of  it  is  still  self-served.  "Our 
market  penetration,'  Fishman  says,  "is 


quite  low  in  most  of  our  markets — less 
than  5% — so  our  present  business  affords 
a  lot  of  growth  opportunities,  not  count- 
ing any  diversify  ing.  " 

The  possibilities  of  diversification  are 
considerable,  however.  There's  the  man- 
agement of  municipal  and  state  govern- 
ment services  by  private  enterprises,  for 
example.  "I  think  it's  a  tremendous  mar- 
ket, "  Fishman  says.  So  is  the  interna- 
tional market  which  yielded  .\RA  8200 
million  in  sales  last  year  and  a  minuscule 
profit,  but  is  so  large  and  so  undeveloped 
that  Fishman  can  see  it  providing  a  good 
quarter  of  ARA  s  profit  by  1983. 

Perhaps  most  promising  of  all  is  public 
food  service.  "  I  think  we  made  a  mistake 
ten  years  ago  not  going  into  the  public 
food-service  business — not  necessarily 
fast  food,  but  coflFee  shop  operation,  pub- 
lic cafeteria  operation.  It's  a  market 
Howard  Johnson  should  have  had  by  the 
throat,  and  they  lost  it.  We  re  looking  at 
it  thoroughly  and  frequently.  It's  a  big 
market,  and  we've  got  most  of  the  talent 
and  knowhow  we  need.  McDonald  s, 
look  out.  Kentucky  Fried  Chicken,  look 
out.  Everybody,  look  out.  ■ 


166 


FORBES.  SEPTEMBER  18.  1978 


WHAT  DOES  rr  TAKE 
TDBEAGENIUS? 


According  to  an  old  adage,  genius  is  1%  inspiration  and  99% 
perspiration. 

We'd  like  to  update  that  a  little. 

Because  more  than  perspiration,  a  genius,  like  the  rest  of  us,  needs 
information. 

All  ideas  come  from  information.  All  discoveries  begin  with  it,  and 
all  decisions  are  based  on  it. 

What  really  distinguishes  geniuses  is  that  they  know  how  to  use 
information— how  to  gather,  edit,  synthesize  and  otherwise  manage  it. 

We  raise  the  point  because,  by  no  small  coincidence,  managing 
information  is  what  Xerox  is  concerned  with,  too. 

We  make  copiers  and  duplicators  to  help  you  reproduce 
information. 

Electronic  typing  systems  that  let  you  create,  edit  and  store  it. 
Telecopier  transceivers  and  communicating  typewriters  that 
transmit  it. 

Computer  services  that  help  you  organize  it  and  use  it  efficiently. 

Even  electronic  printers  that  let  you  take  information  directly  from 
a  computer  — and  then  print  it  out  in  ways  other  printers  never  could. 

None  of  these  Xerox  machines  will  make  you  a  genius.  But  all 
of  them,  used  either  separately  or  as  part  of  a  system,  will  help  you  use 
information  more  ingeniously. 

Or,  to  put  it  another  way: 

Genius  is  the  inspired  use  of  information. 

You  manage  the  inspiration. 

And  we'll  help  you  manage  the  information. 


XEROX 


Tcli  copicr  ®  IS  .1  II  adcnutk  of  XEROX  CXIRPORATION, 


The  Rise  Of 
The  Company  Lawyer 

Government  red  tape  costs  American  consumers  plenty  but 
it  is  creating  new  opportunities  for  law  school  graduates. 


By  NICK  GALLUCCIO 

FkI Ml  <)t  I  1)1  M.iiN.ud  Uiw  Sdiool  !.(■<( 
\cur.  Stt'plii-M  l.iin.i.  an  .iiiihilioiis  24- 
yrar-old  Irvaii,  w.u>  lu-sii-iiftl  with  job 
(tilers.  iiu  ludiiiK  some  from  the  iialion  s 
most  prestigious  law  firms  lie  woimd  up 
joimn^  Kwon  (!orp 

l.oii>;  reiiardeil  as  the  haikw.itt  i  oi  the 
li'^^al  profession.  m  hous«'  law  is  now  its 
bluest  ^rowtli  area  and  ^aimm;  in  pres- 
tim*  ()\fr  the  last  2r>  sfars.  the  number 
of  in-hoiise  atlornevs  amoiiK  I'  S  cxmi- 
panies  has  (piadrupletl  to  5<).0(X)~far 
faslt-r  than  aii>  othei  part  of  tht-  law — 
and  »  orporal«-  law  vers  ttniaN  eoinpris*' 
more  than  10'<  of  their  profession 

\N  illi  about  KH)  lawvers  worldwiiie. 
l-A\on  >  III  house  U-^al  di'partnienl  is 
now  l>ii^ei  than  an\  private  law  firm  in 
the  eoiinlrv  e\i'i'pt  for  43-1  attoriii-\  Ba- 
ker 6i  MeK('nzi(>  of  (^hic-aj^o.  It  hasn't 
alwavs  be«'n  so  Kwon  s  doineslie  legal 
stall  was  little  more  than  hall  its  present 
si/e  ten  \ears  ai;o  wlu-ii  top  law  sehm>i 
graduates  like  I. una  probabb  wouldn  t 
ha\e  i-hosen  in  house  iMi|M)iatc-  law 

I'he  reasons  lor  this  growth:  the  a\a- 
lanehe  oi  goNcrnmeiit  regulation  and 
litigation  of  the  past  deiade.  txuipletl 
with  thi*  esciilating  iDsts  of  outside 
etuinsel  Of  lU'ifssih  .  Kvxon  and  othi-r 
big  eorpoiations  are  reerniting  top 
giaduates  at  high«-r  starting  salaries  [uy> 
to  .SiS.tXH)  a  \ear^  aiul  training  them  to 
handii-  wt)ik  tliat  onee  was  thi"  preservi' 
of  Wall  Street  taliiit  on  e.\pensive  re- 
tainer "t'oriMiration  attorneys  an>  no 
longer  thought  of  xs  briefease  earrieis 
fi>r  the  outside  i-onnsel.  Si»\s  Daniel  J 
Cantor  of  Daniel  J  ('antor  6<  Co  .  a 
leatling  it>iisult.mt  firm  lor  the  proies- 
sion  "Inside  (.-ouiisel  is  a  niueh  higher 
lalibt-r  team  than  it  used  U\  Ihv 

l.»K)k  at  some  of  the  go\  ernment-im- 
[Htseil  eosts  of  iloing  Ixisiiu'ss  ti>day  and 
\ou  ll  see  wh\  if  makes  sense  to  pay  a 
ohkI  lawAer  SlTT.lKX)  a  \  t'ar  (the  salary 
.'I  IfiM  s  general  o>unsel.  Nieholas  deB 
fsat/eiibat  h^  rather  than  a  top  Wall 
Street  firm  up  to  S'lnO  an  hour  It  s  esti- 
matetl  that  I'  S.  iiulustrs  spent  more 
than  St>()  billion  on  i-iunphaiKx-  with  var- 

AML   


ions  government  regulations  in  1976  and 
will  spend  billion  in  1979.  aeettrd- 

ing  to  .1  eongressioiial  stuiK  Federal 
tApciuiitures  for  the  regulation  of  busi- 
ness ha\»'  more  than  doubled  sinet-  1974. 
from  $2  2  billion  to  $4  8  billion  So.  too. 
have  the  number  of  pages  in  the  Ffdrral 
Hitiiitrr  -thv  e«>mpendium  of  all  the 
laws  of  the  executiM-  branch  and  the 
administratis  e  agencies — grown  from 
20. (KH)  in  1969  to  WS.tXK)  m  1977 

Take  Dow  Chemieal  Coqi  .  whose  in- 
house  legal  tiepartinent  has  increased 
from  15  to  KK)  attoriu'\s  in  the  last  15 
years.  Dow  estimates  its  "cost  of  compli- 
ance at  more  than  $1S0  million  a>ear  Or 
(ieiu-ral  Motors  (  orj)  .  w  hu  h  has  expand- 
ed its  legal  staH  from  SO  to  1.3.5  attornes  s  in 
the  last  ten  sears  R«-gulator\  (.-tvmpliaiiee 
has  ii>st  (;M  $4  5  bilhon  siiuv  1974 

Not  suri)hsingl\ .  this  explosion  in  reg- 
ulation hasn't  hurt  private  law  firms, 
whiih  have  grown  dramaticalK  But 
mam  have  shifted  their  emphasis  in- 
i  reasingK  toward  litigation  -like  thi- 
i>lue  ihip  New  York  lirm  of  Shearman  & 
Sterling,  whu  h  has  doubled  its  litigation 


department.  Cravath.  Swaine  &  Moore, 
als»)  of  New  York,  representing  Interna- 
tional Business  Machines  Corp.  in  a 
iiine-N ear-old  gosernment  antitrust  suit, 
has  also  greatK  increased  its  trial  staff 

Even  if  c-orporations  still  turn  to  out- 
side counsel  for  courtroom  work,  in- 
house  lawyers  are  plasing  a  more  domi- 
nant role  in  areas  like  pnKluct  liability  , 
labor  and  pensions,  emplosee  health  and 
safets  and  eijual  emplov  ment  opportuni- 
t\.  Sa\s  James  H  Ha'ies.  general  coun- 
sel for  Dow  C'hemical  L'  S.A.  {see  box.  p 
I76h.  In  the  past,  when  insurance  ct)ni- 
panies  handled  most  of  our  product-li- 
ability matters,  we  just  reported  to  them 
and  the\  t<H)fc  over  Now  w«-  have  our 
own  litigation  and  claims  section  and  put 
our  own  [X-opie  on  thi-  scj'iie  The  role  of 
outside  itmnsel  is  a  lot  more  limited 
Inside  ix)unsel  at  Dow  and  other  cx>mpa- 
nies  are  working  more  directly  with 
management  in  formulating  ctirporate 
strategy  and  anticipating  future  legal 
problems — "preventive  law.    in  short 

Sa>s  George  W".  CiKtmbe,  general 
c-ounsel  for  the  Bank  of  Aineric-a(scf  box. 


Keeping  It  Simple 

Archibald  E.  King  Jr.,  47,  is  assistant  general  counsel 
and  assistant  corporate  secretary  at  J.C.  Penney,  the  $9.4- 
billion  retailer.  Five  years  ago  Penney  had  only  66  lawyers 
on  its  staff;  today  it  has  more  than  110.  King  says  they  try 
to  handle  as  much  of  the  legal  load  as  possible  but  do  hire 
outside  counsel  for  some  cases. 

"In  a  state  court  proceeding,"  says  the  Columbia  Law 
School  graduate,  "it  often  comes  down  to  the  question, 
'Do  we  have  anybody  admitted  to  practice  in  that  state?' 
In  the.  federal  courts,  it's  the  same.  "  With  a  -"ompany  as 
far-flung  as  J.C.  Penney,  that's  important. 

So  is  staying  out  of  court.  Says  King,  "When  you  have 
litigation,  it's  a  legal  failure.  " 

King  started  his  law  career  at  a  private  New  York  firm. 
He  decided  tifter  seven  years  that  corporation  law  would 
be  more  interesting. 

"In  corporate  legal  practice,  "  he  says,  "there's  a  lot 
more  client  contact.  There's  more  intimate  involvement 
with  problems  that  are  very  real.  It's  a  much  less  academic 
atmosphere."  — Brian  McGlynn 


J.  C.  Penney' s  Archibald  King  Jr. 


The  problems  he  faces  are  real. 


The  Bagman 


"I  USED  TO  carry  someone's  suitcase  into  court,  "  laughs 
Gary  A.  Beller,  recalling  his  days  as  a  junior  courtroom 
lawyer  with  a  New  York  law  firm. 

No  longer  an  overpaid  bellhop,  the  New  York  Universi- 
ty Law  School  graduate  is  now  general  counsel  at  Ameri- 
can Express  Co. ,  one  of  the  many  companies  which  have 
added  additional  in-house  lawyers  to  staff  in  the  past  few 
years — from  26  attorneys  five  years  ago  to  49  today.  That 
includes  American  Express'  Fireman's  Fund  Insurance 
Cos.,  based  on  the  West  Coast  and  separate  from  Beller's 
staff.  Its  legal  staff  has  grown  from  9  to  17  lawyers  in  the 
same  period. 


American  Express'  39-year-old  chief  counsel  Gary  Beller 
it's  a  fast  track  when  you  arent  carrying  somebody  else's  bags. 


Beller,  at  39  years  old,  is  young  for  a  general  counsel, 
but  he's  only  three  years  the  junior  of  American  Express 
Chief  Executive  Officer  James  D.  Robinson  HI. 

Unlike  in  his  private  practice  experience,  at  American 
Express  Beller  gets  involved  in  business  decisions,  and  it 
has  proven  to  be  quite  enjoyable  for  him.  "By  the  time  a 
law  firm  gets  involved,  "  he  says,  "all  the  policy  decisions 
have  been  made.  You're  limited,  especially  in  litigation,  to 
the  legal  points. 

"About  half  my  time  is  spent  managing  the  legal  deliv- 
ery system  here,"  says  Beller,  "and  I  enjoy  the  close 
working  relationship  between  the  businessmen  and  the 

legal  staff.  On  occasion,  they 
will  ask  me  for  an  opinion  on  a 
business  idea,  and  I'm  happy 
to  contribute.  " 

Beller  holds  an  L.L.M.  (a 
post-law  school  degree)  from 
New  York  University  in  addi- 
tion to  his  liberal  arts  under- 
graduate degree  from  Cor- 
nell. American  Express  sent 
him  to  Harvard's  Advanced 
Management  Program,  a  13- 
week  session  held  during  the 
summer  at  Harvard  Business 
School.  He  says  it  was  an  as- 
set to  him  in  his  work  and 
plans  to  send  other  attorneys 
on  his  staff  to  similar  pro- 
grams at  other  business 
schools. 

He'd  better  have  learned 
his  Harvard  lessons  well,  be- 
cause they'll  come  in  handy  at 
home.  Just  last  month,  his 
wife  was  named  president  of  a 
small  New  York  City-based 
cosmetics  firm. 

"I  guess  we're  a  high- 
powered  couple,  "  he  says. 

— B.M. 


ergy  Activists. 


America  has  got  to  come  up  with  twice  as  much  energy 
in  the  next  two  decades  to  keep  our  productivity  growing. 

Here's  how  First  Chicago  is  backing  the  push  to  produce  it. 


-America's  standard  of  IMng 
depends  on  .America's  producti\it>'. 
And  a  \"ital  ingredient  in  the  growih 
of  our  producti\it>  has  al\\  ays  been 
the  easy  aN'ailabilit)-  of  energy-. 

But  energ>  isn't  easy  to  come 
by  am'  more.  And  some  say,  to  con- 
ser\e  it.  w  e  should  put  our  produc- 
ti%it>-  on  "hold." 

First  Chicago  belie\es  we 
can't  afford  to  let  this  happen. 
Here's  why: 

Why  our  productivity 
has  to  keep  growing. 

The  basic  genius  of  this  coun- 
tiy-  is  the  promise  that  all  indi\1d- 
uals  can  move  up  through  the  social 
stmcture  as  fast  and  as  far  as  their 
ambition  and  ability-  will  take  them. 

The  onh'  way  to  keep  that 
promise  ali\  e  for  our  still-expand- 
ing work  force  is  to  increase  the 
growih  rate  of  our  producti\it>-.  That 
means  well  need  more  energy-  than 
we're  using  now.  Up  to  t\s1ce  as 
much  by  the  year  2000' 

Conservation  can  proxide 


some  of  it.  B\'  eliminating  waste, 
we  can  fi«e-up  perhaps  20%  of  the 
energ\"  we  need  for  producti\  e 
purposes.  Too  little. 

New  sources,  such  as  solar 
shale  oil  coal  liquefaction  or  gas- 
ification and  nuclear  fusion  could 
help  hy  the  end  of  the  centur\: 
Too  late. 

First  Chicago  believes  .America 
can't  wait.  We've  got  to  produce 
more  of  the  oil  gas.  coal  and 
nuclear  energy  we're  geared-up  to 
use  now.  .And  we  believe  that 
pri\"ate  industry"  can  do  the  job  if  it 
gets  the  proper  incentives 
-and  financing.  That's  where 
we  come  in. 

Long  before  it  was 
fashionable  to  have  an 
energ>'  department, 
ours  was  meeting  the 


Richard  B.  Stebbins  Geft).  Vice 
President  and  head  of  First  Chicot's 
Energy  Grvup.  uxtrked  full  time  for 
tii  o  y  ears  to  help  complete  this 
country's  largest  grass  roots  oil  refinery 
ahead  of  schedule  and  under  budget. 


special  financial  needs  of  the  in- 
dustr>".  We  were  the  money  cent 
bank  that  de\  eloped  and  pionef 
ed  oil  production  paNinent  finar- 
ing.  Toda>-  it's  the  standard  of  th 
industn:  The  First  was  a  lead 
bank  in  financing  the  world's  fir^ 
commercial  nuclear  plant.  .And 
from  the  beginning  of  the  enerc 
shortage,  |  we'\e  been  puttinc 
our  special  e.xper- 
tise  to  w  ork  to  hel; 


le  energy  industry  solve  it. 
Here  are  some  of  the  ways: 

Big  money 
for  a  big  idea. 

In  the  early  seventies,  two 
idependent  oil  companies  (one  a 
0-year  customer)  came  to  First 
Ihicago  with  a  big  idea  and  a  big 
nancial  need. 

The  idea:  Build  the  largest 
rass  roots  refinery  ever  con- 
tmcted  in  the  U.  S. 

The  need:  $250  million. 

The  idea  was  unorthodox  be- 
ause  the  refinery  was  designed 
rimarily  for  fuel  oil,  historically  a 
)w-priced,  low-demand  product, 
iut  to  us  it  made  sense  because 
/e  knew  that  America  would  soon 
eed  all  the  fuel  it  could  get.  | 

So  we  assigned  a  member  | 
if  our  Energy  Group  to  work  full  | 
me  on  the  project.  First,  he  ♦ 
Dund  13  other  banks  to  par-  f-' itj 
cipate  in  the  loan.  Then,  for 
(Vo  years,  he  helped  man-      t  "JO 
gement  with  everything  ^BV 
"om  setting  up  construction 
ontracts  to  negotiating  crude 
upply  and  international  trans- 
lortation  agreements.  • 

As  a  result,  the  refinery  came 
mstream-under  budget  and 
head  of  schedule-in  October, 


1976.  And  that  winter,  when  record 
cold  almost  exhausted  natiiral  gas 
supplies,  America  had  an  addi- 
tional 150,000  barrels  of  fuel  oU  a 
day  to  heat  homes  and  schools  and 
help  keep  offices  and  factories 
producing. 

A  financial 
stand-by  system. 

The  financial  hazards  of  a  nu- 
clear building  program  can  make 
even  a  big  utility  nervous.  If  you're 
medium  size,  they  can  give  you 
nightmares.  Here's  how  we  helped 
one  of  our  relationship  customers 
come  through  unscathed. 

This  utility,  serving  200,000 
customers  in  the  Midwest,  was 
buUding  a  500,000  KW  nuclear 
generating  plant  that  would  double 
the  size  of  the  company.  And  they 
were  worried.  With  so  much  of  their 
assets  tied  up  in  constmction,  what 
would  happen  to  their  credit  rating 
if  something  went  wrong  before 
completion? 

Our  solution  was  a  long  term 
Revolving  Credit  they  could  use  as 
needed. 

Sure  enough,  in  the  credit 
cmnch  of  1974,  the  utility  suffered 
an  earnings  drop.  But  because 
we  stood  by  them,  construction 
continued  without  intermption. 
And  their  outstanding  bonds  didn't 
get  battered  as  they  might  have. 

Now  the  new  nuclear  facility  is 
providing  improved  earnings  for 
the  company,  and  their  customers 
benefit  from  substantially  reduced 
fuel  costs. 

Epilogue:  First  Chicago  also 
provided  an  initial  $15  million 
Letter  of  Credit/ Revolving  Credit 

J.  to  begin  financing  the  plant's 
^  nuclear  fuel  requirements. 


Carl  F.  Hoover,  Vice  President  and 
head  of  our  Utility  Group,  with 
scale  model  of  world's  first 
commercial  nuclear 

generating  plant  which 
^  First  Chicago  helped 

I  (j^  finance. 


Regional  expertise. 

When  a  Houston-based  com- 
pany providing  seismic  services 
and  oil  tools  needed  financing  for 
an  expansion  program,  other 
banks-including  a  big  New  York 
bank-said  no.  Our  Houston  office 
recognized  the  potential  and  said 
yes.  Today  First  Chicago  is  financing 
the  company's  export  operations 
all  over  the  world,  including  Russia. 

An  independent  California  oil 
refiner,  hidebound  by  a  secured 
loan  agreement  the  company  had 
outgrown,  found  relief  through  our 
sophisticated  knowledge  of  the 
problems  unique  to  the  West  Coast 
energy  market.  Our  industry  experts 
Ken  Peak  and  Dick  Stebbins  put 
together  an  unsecured  Revolving 
Credit  that  will  enable  the  company 
to  refinance  and  retool  to  meet 
the  requirements  of  future  growth. 

Wherever  you  are,  whatever 
part  of  the  energy  business  you're 
in.  First  Chicago  is  in  business  to 
help.  Because  America  has  to  have 
more  energy  And  we're  actively- 
aggressiVe/y- backing  the  push  to 
produce  it. 

Our  Energy  Group  is  in  place 
and  operating.  They  have  the  ex- 
perience, the  expertise,  the  capital 
and  the  full  range  of  services  it  takes 
to  solve  any  financial  problem.  And 
we  have  78  installations  woridwide. 
To  put  any  or  all  of  them  to  work  for 
you,  write  or  call  Richard  B.  Stebbins, 
Vice  President,  The  First  National 
Bank  of  Chicago,  One  First  National 
Plaza,  60670.  (312)  732-6814. 


Productivity  banking 
in  36  countries. 

North  America:  Mexico  (^ity;  'Ibronto.  Europe: 
Athens;  Cardiff;  Amsterdam;  Edinburgh;  Bristol; 
Geneva;  Channel  Islands;  Brussels;  Dublin;  Diis- 
seldorf;  Antwerp;  Frankfurt;  Madrid;  Leicester; 
London;  Milan;  Munich;  Newcastle;  Rotterdam; 
Paris;  Piraeus;  Rome;  Stockholm;  Warsaw. 
Middle  East:  Abu  Dhabi;  Beirut;  Cairo:  Dubai; 
Sharjah;  Tbhran.  Africa:  Lagos;  Nairobi.  Latin 
America:  Sao  Paulo;  Panama  City;  Caracas; 
Guatemala  City;  Bogota.  Caribbean:  Port-au- 
Prince;  Bridgetown;  Kingston.  Asia:  Jakarta 
Singapore;  Seoul;  Hong  Kong;  Tbkyo.  Pacific: 
Manila;  Melbourne;  Sydney.  Member  FDIC. 
(C'i978  The  First  National  Bank  of  Chicago 


FirstChicago® 

The  Productivity  Bankers 


Chicago  •  Mlanla  •  Ballimon;  •Boston  •  l.os  Angeles  •CKjvcliiiid  •  lloiisloii  •  Kansas  (^ily  •  San  Francisco  •  New  York 


All  Out  Of 
The  Family 


Metropolitan  Life's  William  Toppeta 
Mom  and  Dad  are  still  there. 


When  William  J.  Toppeta' graduated  from  New  York  University  Law 
School,  some  of  his  classmates  figured  he'd  return  to  his  native  Schenec- 
tady, N.Y. ,  to  join  his  parents'  law  practice.  They  figured  wrong. 

"My  parents  have  to  devote  a  great  deal  of  time  to  the  business  of  the  law 
practice,  "  he  explains,  "  and  when  you  add  up  the  time  they  spend  on  it  and 
subtract  it  from  the  total  day,  it  doesn't  leave  much  time  to  practice  law.  " 

A  two-time  New  York  State  high-school  oratory  champion  and  a  college 
debater,  Toppeta  is  now  a  $36,0(X)-a-year  trial  lawyer  for  Metropolitan  Life, 
New  York. 

A  Fordham  undergraduate,  Toppeta  returned  to  NYU  to  get  his  law 
master's  (a  post-law  school  degree)  at  night.  Now  that  he  has  his  evenings 
free,  the  30-year-oid  donates  much  of  his  spare  time  to  the  Children's 
Rights  Project  of  the  New  York  Civil  Liberties  Union. 

'So  often,  the  court  will  concentrate  on  the  parents  in,  say,  a  child- 
custody  case,"  he  says.  "The  point  of  view  I've  tried  to  convey  is  that  the 
child  is  the  issue.  It  s  not  always  the  best  thing  for  the  child  to  be  in  the 
custody  of  the  natural  parent." 

This  kind  of  pro  bono  publico  helps  compensate  Toppeta  for  some  of  the 
less  pleasant  aspects  of  his  daytime  job.  "Many  of  my  cases  are  life 
insurance-related,"  he  says,  "and  that  means  we're  being  sued  by  bereaved 
persons.  Sometimes  the  hardest  part  of  the  job  is  interviewing  them  and 
asking  the  tough  questions.  "  — B.M. 


p.  181),  whose  legal  department  has 
rocketed  in  the  last  four  years  from  70  to 
130  lawyers:  "None  of  us  practices 
enough  preventive  law.  We  look  up  and 
suddenly  we  are  hidebound  by  an  over- 
flow of  legislation,  regulation  and  com- 
plex litigation.  We  are  always  reacting  to 
that  in  a  crisis,  and  that's  not  the  best 
way  to  practice  law.  The  best  way  is  to 
anticipate  change  in  close  cooperation 
with  management  to  minimize  legal  ex- 
posure and  risk.  " 


BofA  is  among  a  handful  of  companies 
(Gulf  Oil  is  another  example)  that  handle 
virtually  all  their  own  in-house  legal 
work,  litigation  included.  Coombe  esti- 
mates that  on  average  the  cx)st  per  hour 
of  in-house  attorneys  is  about  $45  com- 
pared with  about  double  that  for  most 
outside  counsel. 

E.I.  du  Pont  de  Nemours  &  Co.  fig- 
ures the  average  hourly  cost  in-house  is 
about  S40,  again  about  half  of  outside 
counsel  costs,  acc-ording  to  Charles  E. 


Welch,  general  counsel.  Du  Pont  s  out- 
side legal  fees  climbed  to  S4.4  million 
last  year  from  SI. 4  million  in  1968.  So 
Welch  has  stepped  up  recruitment  at  law 
schools  and  in-house  training. 

Says  Welch:  "In  the  past  we  would 
hire  people  who  had  been  with  law  firms 
four  or  five  years  or  with  government 
experience.  We  are  now  taking  them  out 
of  law  school  and  training  them  our- 
selves." Today,  about  90%  of  the  com- 
pany's legal  work  is  handled  in-house. 


Team  Lawyer 


As  GENERAL  COUNSEL  tor  Dow  Chemical  L  ,S..\.,  James  H.  Hanes  knows 
something  about  product-liability  suits.  "One  of  the  most  common  areas  is 
in  agricultural  chemicals,  "  says  the  55-year-old  chemical  engineer  turned 
lawyer.  "Quite  often,  they're  misapplied  and  then  the  customer  comes  back 
to  us  complaining  that  we  re  responsible.  " 

In  order  to  handle  the  ever-increasing  law-related  work  load,  especially 
in  product  liability  .  Hanes'  company  legal  staff  now  has  100  attorneys. 
Fifteen  years  ago  there  were  only  15  lawyers  at  Dow. 

"We  now  work  as  teammates  with  outside  counsel,  "  says  the  four-year 
veteran  of  the  general  counsel's  robes.  "The  shift  is  that  we  supervise  more 
closely  what  they're  doing.  " 

Hanes'  career  with  Dow  has  been  varied,  to  say  the  least.  After  two  years 
in  the  Navy,  he  brought  his  Rose-Hulman  Polytechnic  Institute  degree  to 
Dow  and  worked  for  two  years  as  a  chemical  engineer.  He  returned  to 
academia  in  1948  to  get  his  law  degree  from  the  University  of  Michigan. 

"In  1951  [the  year  he  graduated]  the  market  for  lawyers  was  about  as  bad 
as  it  is  today,  he  recalls.  "I  thought  it  was  a  great  opportunity  when  Dow 
offered  to  bring  me  back  into  the  legal  department,  and  I've  never  thought  I 
was  uTong.  " 

In  his  career  at  the  company,  Hanes  has  also  served  as  director  of  labor 
relations  and  has  done  some  labor  arbitration.  But  he  s  never  argued  in 
court  and  doesn  t  want  his  staff  to  either. 

"You  need  local  counsel  to  be  well  represented  in  court,"  he  says.  "You 
need  to  know  something  about  the  community,  especialK  in  a  jun,  trial.  In 
most  cases,  w  e  re  ahead  to  have  local  counsel  for  litigations. '  — B.M 


Dou  's  James  Hanc. 


Engineering's  a  good  start. 
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All  This 
And  Paris,  Too 


IBM's  Sally  Lu  Luki 


Bright  lawyer  in  the  City  of  Light. 


Sally  Lu  Lake,  25,  is  a  1977  graduate  of  the  University  of  California  Law 
School  at  Davis.  She  handles  antitrust  as  one  of  two  attorneys  with  IBM's 
legal  unit  in  Paris,  France. 

"One  thing  I  like  about  it,  "  says  Lake,  who  earned  her  Phi  Beta  Kappa 
key  as  an  economics  undergraduate,  "is  there  is  a  lot  of  variety.  I  didn't  give 
anything  up  by  working  here  rather  than  at  a  law  firm.  Out  in  the  field, 
especially,  one  is  likely  to  become  involved  in  a  whole  range  of  problems  ' 

Her  alma  mater  is  not  generally  known  for  its  corporate  lawyers.  In  fact, 
only  one  of  Lake's  160  classmates  is  now  working  in  corporate  law.  "Many  of 
the  law  students  at  Davis  are  interested  in  Legal  Aid  or  some  other  public 
service  law,"  she  says.  "But  there's  usually  not  enough  money  to  hire  all  the 
graduates  who  want  to  do  it.  " 

After  four  years  at  Davis  (she  completed  her  undergraduate  degree 
there),  how  did  Sally  Lu  Lake  ever  wind  up  at  what  may  be  one  of  the 
world's  most  "corporate  "  of  corporations'? 

"I  worked  at  IBM  as  a  law  clerk  after  my  second  year  of  law  school,"  she 
recalls,  "and  was  favorably  impressed.  I  finally  decided  on  corporate  law 
after  eliminating  all  the  other  things  I  didn't  want  to  do." 

Of  course,  there  are  certain  advantages  to  working  for  a  company  as  big  as 
IBM — Legal  Aid  is  not  likely  to  send  lawyers  to  Paris. 

'There's  no  place  I'd  rather  be  right  now,  "  she  says. 

Does  she  mean  Paris  or  IBM'?  "Both,  "  she  replies,  smiling.  — B.M. 


and  the  work  done  outside  is  almost 
exclusively  litigation.  Welch  has  begun 
hiring  lower-paid  paralegals  as  well. 
Moreover,  du  Pont's  legal  department  is 
becoming  more  and  more  specialized. 
Two  years  ago,  for  example,  it  created  an 
environmental-law  division,  and  just  this 
past  May,  an  energy  division. 

Though  the  growth  of  inside  legal 
staflFs  has  been  dramatic  for  the  likes  of 
such  behemoths  as  Exxon  and  du  Pont,  it 
has  been  even  greater  for  smaller  corpo- 


rations. J.C.  Penney  Co.,  for  example, 
has  expanded  its  legal  department  four- 
fold since  1965,  to  more  than  100  attor- 
neys today.  So,  too,  has  Aetna  Life  & 
Casualty  Co.  's  corporate  staff  gone  from 
20  to  75  lawyers  over  the  last  ten  years; 
American  Express  Co.,  from  26  to  49  in 
just  five  years. 

Among  the  legal  areas  now  handled  by 
outside  counsel  that  are  expected  to  be 
handled  increasingly  in-house  are  securi- 
ties and  finance,  personnel  and  labor. 


according  to  a  survey  by  A.T  Kearney, 
Inc.,  a  Chicago-based  consultant  firm 
(see  charts,  p.  182).  The  study  cited 
government  relations  as  the  single  fastest 
area  of  in-house  growth  over  the  next 
five  years. 

Endless  government  red  tape  may  in- 
crease the  headaches  of  doing  business 
and  ultimately  raise  prices  to  consumers 
but  (it's  an  ill-wind)  may  go  a  long  way 
toward  solving  the  problem  of  unem- 
ployment among  lawyers.  ■ 


See  You  Out  Of  Court 

George  W.  Coombe  started  his  law  career  as  a  courtroom  lawyer.  Now, 
29  years  later,  he's  getting  paid  about  $150,000  a  year  to  keep  Bank  of 
America  out  of  court. 

"The  problem,  "  says  the  52-year-old  executive  vice  president  and  Bank  of 
America  general  counsel,  "is  that  we  never  seem  to  get  a  rapport  with  the 
customer  to  avoid  the  necessity  of  that  customer  thinking  in  terms  of 
external  pressures.  "  Translation:  Big  corporations  don't  do  enough  preven- 
tive law.  Instead  of  always  reacting  to  crises,  Coombe  wants  his  staff  to 
anticipate  legal  changes  and  work  with  the  bankers  to  avoid  the  courtroom. 

"In  personnel  matters,  for  example,"  he  says,  "discriminatory  action  can 
lead  to  regulatory  action  or  a  lawsuit.  "  And  those  suits  can  often  be  avoided 
by  simply  changing  the  standard  procedure. 

Since  taking  over  the  legal  duties  at  Bank  of  America  in  1975,  Coombe  has 
increased  the  staff  from  85  to  130  attorneys.  Of  these,  30  are  trial  lawyers. 
"We've  always  done  our  litigation  work  in-hou.se,  "  says  the  Rutgers  Universi- 
ty-trained Harvard  Law  School  graduate,  "and  that's  unique.  " 

Along  with  all  those  lawyers  come  the  administrative  headaches  and 
worldwide  coordination  problems  of  a  major  law  firm.  If  Coombe's  legal 
stafi"  were  a  private  firm,  it  would  be  the  39th  largest  in  the  country. 

Before  taking  over  at  Bank  of  America,  Coombe  spent  22  years  at  General 
Motors — he  was  corporate  secretary  ,and  assistant  general  counsel  when  he 
left.  But  his  first  three  years  in  law  were  spent  mostly  in  the  courtroom. 

"I  don't  get  into  court  at  all  anymore,  "  he  says,  "and  I  do  miss  it.  But  I 
think  maybe  I  left  it  just  in  time.  You  can  take  that  life  until  the  time  you're 
about  4,5 — then  vou  burn  out."  — B.M. 


Bank  of  America  s  Gecrrgc  Coombe 
A  bit  of  nostalgia. 
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Trends  In  Corporate  Law 


In-House  Growth 


In  a  survey  of  500  chief  legal  offi- 
cers in  large  U.S.  corporations, 
government  relations  was  cited 
as  the  single  fastest  area  of  in- 
house  growth  in  the  next  five 
years. 


GOVERNMENT 
RELATIONS 


PRODUCT 
LIABILITY 


I       I   LITIGATION  I       }  ANTITRUST 


Size 


When  a  company  surpasses  $2 
billion  in  sales,  the  legal  staff  in- 
creases dramatically;  more  than 
half  such  companies  have  internal 
staffs  of  more  than  26  attorneys. 


1-5  ATTORNEYS 


r~l  6  -15 


26-45 
OVER  45 


16-25 


The  Shift 


Two  big  areas  now  handled  out- 
side that  will  shift  increasingly  to 
in-house  are  securities  and  fi- 
nance, personnel  and  labor. 

m  SECURITIES/FINANCE 
[       I  PERSONNEULABOR 
mH  LITIGATION 


Money  Vs.  Power 


Finances  are  most  important  to 
companies  with  sales  under  $500 
million;  larger  companies  put 
antitrust  matters  first. 


□ 


ANTITRUST 

ENVIRONMENT 
LAW 

GOVERNMENT 
RELATIONS 


LITIGATION 

SECURITIES/ 
FINANCE 


In  The  Courtroom 


Litigation  is  by  far  the  most  com- 
mon service  still  provided  by  out- 
side counsel. 

LITIGATION 
I       ]  SECURITIES/FINANCE 
g  ANTITRUST 

PERSONNEULABOR 


ANNUAL  SALES  ($  MILLIONS) 
ALL  UNDER  $501-  $1,001- 

INDUSTRIALS  $500  1,000  2,000 


OVER 
2.000 


40  ■ 


100%- 


50%  ■ 


50%- 


ALL 
INDUSTRIALS 


UNDER  $501-  $1,001- 

$500  1,000  2.000 

ANNUAL  SALES  ($  MILLIONS) 


OVER 
2.000 


Source:  A  T  Kearny  Inc. 
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Rugged  terrain.  Extremes  of  temperature, 
solated  locations.  Under  such  conditions,  main- 
:enance  and  repair  of  equipment  is  extremely 
jifficult  and  a  failure  can  shut  an  operation  down 
m  days  or  weeks  on  end. 

Ingersoll-Rand's  family  of 
gas  turbines  drive 
Dumps  and  compres- 
sors that  keep  oil  and 
gas  flowing  steadily 
:hroughout  the  world.  Our 
GT-51s  are  hard  at  work,  on 
Maska's  North  Slope.  And 
Dur  GT-61  runs  around  the 
:lock  in  other  equally  severe  envi- 
ronments. 

GT-61  delivered  99.7%  availabUity 
for  almost  five  years. 

Latest  design  concepts  and  advanced  metal- 
lurgy and  cooling  give  our  GT-61  the  highest  effi- 
ciency of  any  field-proven  machine  of  its  type.  The 
GT-61  uses  a  lot  less  fuel  for  the  work  done,  saving 
precious  energy  and  improving  the  owner's  return 
on  investment. 

In  one  pipeline  operation,  the  GT-61  gas  tur- 
bine has  been  on-line  for  almost  five  years  with 
only  a  short  downtime  for  routine  maintenance 
and  scheduled  overhaul. 


Other  GT-61s  are  establishing  their  own  high 
reliability  records. 

When  overhaul  is  necessary,  the  modular  de- 
sign of  the  GT-61  makes  it  possible  to  replace  the 
complete  gas  generator  as  a  unit,  usually  in  eight 
hours  or  less. 

Energy. 

Ingersoll-Rand  is  deeply  involved. 

Ingersoll-Rand  machinery  is  playing 
an  important  role  in  recovering  energy 
from  coal,  oil,  gas,  nuclear,  and  hydro- 
electric sources. 

Our  involvement  in  so  many  energy 
industries  around  the  world  is  a  major 
reason  why  our  growth  has  been  constant. 
Sales  worldwide  were  over  $2.1  billion  in  1977. 

Discover  the  many  ways  we  improve  produc- 
tivity by  writing  for  our  Annual  Report  or  product 
literature.  Ingersoll-Rand  Company,  Dept.  929, 
Woodcliff  Lake,  New  Jersey  076/5. 

Where  innovative  engineering, 
essential  equipment  and  energy 
add  up  to  growth. 


Ingersol I  -  Rancid 


"Where  will  the  Southern 
be  when  truck  fleets  become 
too  energy-inefficient  for 
long  hauls?" 

R.E.  Chambers,  Intermodal  Division  Manager,  Southern  Railway 

According  to  the  federal  government,  the  railroads  are  in  for 
a  lot  of  growth  by  1990. 

Freight  ton-miles  will  increase  by  143%.  And  the  railroads' 
share  of  market  will  go  up  24%. 

This  certainly  flies  in  the  face  of  the  cliche  about  the  railroads: 
that  we're  a  dying  business. 

Far  from  it. 

Nine  out  of  the  ten  top  U.S.  railroads  have  consistently  made 
a  profit.  The  Southern  Railway  has  made  a  profit  every  year  for  the 
past  39  years. 

So,  when  this  big  increase  in  traffic  hits,  we  stand  to  do  pretty  well. 
How  well?  The  president  of  the  Southern  Railway  is  a  lot  better 
equipped  to  tell  you  about  that  than  I  am.  ^ 


"On  top!' 


L.  Stanley  Crane,  President,  Southern  Railway  System,  Washington,  D.C.  20013 

All  you  hear  about  the  railroads  these  days  is  that  we're  declining  and  about  to  go  under.  But, 
actually,  we're  in  for  a  big  upsurge  in  traffic.  And  I'm  going  to  see  that  we're  on  top  of  it  when  it  comes. 

First,  because  we're  in  a  service  business.  The  only  thing  we  have  to  sell  is  safe,  on-time  delivery 
of  the  goods.  And,  second,  because  we're  in  this  business  to  make  money.  And  the  only  way  to  do  that 
is  to  give  better  and  better  service. 

We  have  no  doubt  that  these  increases  in  freight  volume  are  on  the  way.  So  we're  getting  ready. 
Right  now. 

For  instance,  we're  preparing  for  a  big  increase  in  piggyback  traffic.  That's  where  the  truck 
trailer  rides  on  the  railroad  over  the  long  haul,  and  on  the  highway  over  the  short  haul  at  either  end. 
Because,  soon  trucks  just  won't  be  economical  over  the  long  haul. 

But  we  said  we'll  be  on  top.  Does  that  mean  we'll  get  the  lion's  share  of  these  new  increases? 
Maybe.  But  you  can  be  sure  that,  whatever  happens,  I'm  going  to  see  that  we're  on  top  in  the  two  ways 
that  count:  in  service  and  in  profitability.  Because  we're  not  going  broke,  we're  going  for  broke. 


lern's  modern  piggyback 
n  Cincinnati  photographed 
under  a  truck  trailer 
hoisted  onto  a 
ad  car. 


Who»  idea  was  it  i 
to  bring  this  meeting  ] 
to  St.  Louis?  ' 


MM! 


Ever  consider  St.  Louis  for  your  next 
business  meeting? 

Our  centralized  location  offers  easy 
accessibility,  plus  deluxe  hotel  rooms  and 
complete  audio/visual,  banquet  and 
entertainment  facilities.  At  prices  tfiat  can  make 
fieroes  out  of  meeting  planners. 

For  details,  call  or  write  Carol  Lowery, 
7900  Forsytfi,  St.  Louis,  Missoun  63105, 
[314)  889-2813. 

If  you  want  fresh  new  ideas,  don't  take  your 
next  business  meeting  to  the  same  old  places. 

Come  to  St.  Louis. 


StUMiis 

IheNeetiiKaibce 

s  ® 

I 
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The  Nightmare  of  FASB-8 

Thanks  to  this  grotesque  ruling,  even  reading  the  fine  print  won't 
always  help  you  figure  out  how  your  companies  are  really  doing. 


I|  If  you  don't  know  what  a  mess  FASB-8 
i  has  created,  try  this:  IBM  and  ITT, 
I  among  other  major  corporations,  have 
I  taken  opposing  positions  on  compliance, 
I  and  ITTs  comptroller,  Herbert  C. 
I  Knortz,  who  is  a  leading  advocate  of  flill 
I  compliance,  is  also  a  leading  advocate  of 
i  total  repeal.  FASB-8,  of  course,  is  Finan- 
I  cial  Accounting  Standards  Board  State- 
I  ment  No.  8,  the  one  requiring  corpora- 
I  tions  to  report  the  effects  of  foreign  cur- 
rency fluctuations  on  their  results. 

The  controversy  over  what  ought  to  be 
reported  to  shareholders  hangs  on  the 
word  "practicable"  as  applied  to  report- 
ing the  effects  of  currency  fluctuations  on 
a  company's  profit  and  loss  statement. 
ITT  s  Knortz  says  that  it  is  indeed  practi- 
cable to  report  currency  translation  ef- 
fects on  the  P&L  statement  as  well  as  on 
[    the  balance  sheet,  adding,  "It  is  always 
determinable  to  exactly  the  same  degree 
that  the  balance  sheet  is.  "  Companies 
I    that  don't  comply  fully,  he  says,  "are  not 
I J    telling  the  whole  story.  "  At  the  same 
iJ    time,  Knortz  calls  FASB-8  "one  of  the 
most  extreme  and  devastating  situations 
in  accounting.' 

Is  he  talking  out  of  both  sides  of  his 
mouth?  Not  exactly.  It's  just  that  he 
figures  that  if  everybody  disclosed  the 
whole  story,  a  lot  more  companies  would 
join  in  the  pressure  to  throw  out  the 
ruling  altogether.  So  his  two-way  posi- 
tion makes  sense. 

IBM's  statement  to  Forbes  is  typical 
of  companies  that  don't  agree  with 
Knortz  about  income-statement  report- 
ing: "Effects  of  the  [currency]  rate 
changes  on  reported  revenues,  costs  and 
expenses  cannot  be  quantified  with  any 
precision  and  accordingly  are  not  report- 
ed. To  quantify  this  effect  would  assume 
that  all  other  factors  involved  in  foreign 
operations  are  not  affected  by  currency 
values  and  that  no  compensatory 
changes  are  made.  It  doesn't  consider 
the  resulting  economic  effects  of  possible 
volume  and  price  changes  and  expense 
level  changes. 

From  a  sampling  of  annual  reports, 
Forbes  finds  that  relatively  fewer  com- 
panies seem  to  be  reporting  both  in- 
come-statement and  balance-sheet 
changes     than     report  balance-sheet 


ITT  s  Hirbirt  C.  Knortz 


Full  disclosure,  total  repeal. 

changes  only.  Along  with  ITT,  full  dis- 
closers include  Kraft,  Inc.  On  the  other 
hand,  Exxon,  Caterpillar  Tractor,  Stan- 
dard Oil  of  California,  Xerox  and  Black  & 
Decker  show  only  balance-sheet  effects. 
Another  group,  including  Eastman  Ko- 
dak and  Avon  Products,  reported  both 
until  the  current  year  and  then  went  to 
balance-sheet  effects  only. 


To  make  matters  worse,  corporations 
report  the  required  currency  translations 
according  to  their  own  interpretations  of 
the  ruling. 

Consider  ITT  s  second-quarter  report 
for  this  year.  It  showed  a  balance-sheet 
loss  of  20  cents  per  share  from  foreign- 
currency  effects  for  this  year's  first  half 
The  income  statement  translation 
showed  a  56-cents-per-share  gain.  The 
company's  entire  36-cent  earnings  in- 
crease this  year  is  attributable  to  FASB-8 
accounting  adjustments. 

Compare  this  with  Eastman  Kodak 
Co.,  which  disclosed  translation  changes 
for  both  statements  until  this  year.  In  its 
first-quarter  1978  stockholder  report, 
however,  the  company  omitted  the  in- 
come statement  translation  without  ex- 
planation. Its  earnings  per  share  were  up 
.50%;  87  cents  compared  with  58  cents 
for  last  year's  first  quarter.  Of  the  com- 
pany's $16-million  foreign-currency  loss 
for  last  year's  first  quarter,  $15.6  million 
derived  from  the  income  statement.  But 
because  Kodak  now  discloses  only  the 
balance-sheet  effect,  investors  will  be 
unable  to  determine  what  portion  of  this 
year's  earnings  are  from  the  income 
statement  translation. 

Kodak  s  per-share  earnings  of  $2.06 
for  this  year  s  first  half  amounted  to  a 
45%  increase  over  last  year's  $1.42.  A 
recent  press  release  about  higher  sales 
for  the  company's  international  photo- 
graphic division  states:  "Favorable  for- 


Discrepant  Disclosure 

IBM 


A  foreign  currency  exchange  gain  of  $28 
million,  consisting  principally  of  unrealized 
gains  from  tfie  translation  of  foreign  currency 
assets  and  liabilities,  was  included  in  1977 
net  earnings. 


ITT 

Foreign  (.'urreniy  Translation:  Net  foreign 
exchange  j;airi,--  (losse.-)  arisinjr  from  the  conversion  of 
foreitjii  ciin-eiKMi/s  and  the  translation  of  balance  sheet 
items  are  included  in  income  and  amounted  to 
$4, 103,000  and  $(46,000)  for  1977  and  1976,  re.spec- 
tively.  In  addition,  translation  of  the  1977  income 
statement  at  average  rates  of  e.xchange  that  rliffered 
from  those  used  in  the  prior  year  affected  earnings 
favorably  .$«90.0WI. 

No  two  examples  better  illustrate  conflicting  FASB-8  disclosure 
practices  than  these  paragraphs  from  the  1977  annual  reports  of 
International  Telephone  &  Telegraph  Corp.  and  International  Busi- 
ness Machines  Corp.  ITT  shows  currency  translation  effects  on  both 
balance  sheet  and  income  statement;  IBM,  only  on  the  balance  sheet. 
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The  Sayings  of 
Chairman  Malcolm 

THE  CAPITALIST'S  ANSWER  TO 
CHAIRMAN  MAO'S  LITTLE  RED  BOOK 

oooooooooooooooooooooooooooooooooooooooooooooo 

Wit,  pith  and  wisdom  have  made  outspoken  Capitalist 
Chairman  Malcolm  Forbes  one  of  our  most 
influential  individualists.  Every  other  week  in  his 
column,  this  insightful  multimillionaire  talks  to  almost 
two  million  regular  readers  of  the  enormously  successful 
magazine  that  bears  his  name,  Forbes. 
Here  in  one  small  volume  (because  "brevity  is  the  font 
of  wisdom")  is  a  collection  of  Chairman  Malcolm's 
best  known  nuggets  -  5 30  of  them  -  appropriately 
bound  in  money  green.  A  few  samplings: 

•  The  ultimate  in  optimism:  Confidence  that  there  is  no  next  world. 

•  After  forty,  one's  face  begins  to  tell  more  than  one's  tongue. 

•  It's  more  fun  to  arrive  at  a  conclusion  than  to  justify  it. 

•  The  line  between  idiosyncrasy  and  idiocy  is  Money. 

•  //  all  maidens  stayed  maidens  there'd  be  nobody  left. 

•  Souls  are  not  for  walking  on. 

These  perceptive  thoughts  will  brighten  your  days, 
stimulate  your  mind,  lift  up  your  spirits  and  add  sparkle 
to  your  conversation  for  a  long  time  to  come. 
Chairman  Malcolm  will  be  more  read  than  Mao's 
Little  Red. 


THE  SAYINGS  OF  CHAIRMAN  MALCOLM 
The  Capitalist's  Handbook 


The  Numbers  Game 


fign  exchange  rates  and  somewhat  high- 
er priees  also  contributed  to  the  in- 
crease. "  Yet  the  company  showed  an 
"exchange  loss"  of  $13.3  million  for  the 
first  six  months  of  this  year.  It  is  obvious 
that  undisclosed  income-statement  for- 
eign-currency gains  offset  the  balance- 
sheet  losses.  But  an  investor  has  no  way 
of  knowing  how  much  Kodak  benefited 
from  this. 

How  can  an  investor  make  any  sense 
out  of  financial  reporting  in  this  morass 
of  inconsistency?  Who  is  reporting  prop- 
erly: ITT  or  Kodak  and  IBM?  The  Finan- 
cial Accounting  Standards  Board  won't 
take  a  stand,  though  it  acknowledges  that 
some  U.S.  multinationals  are  less  than 
forthright  in  their  reporting  practices. 
With  all  this  confusion,  it's  no  surprise 
that  the  FASB  is  being  flooded  with 
complaints  calling  for  the  repeal  of  State- 
ment No.  8  since  its  adoption  in  1975. 

Aggravating  the  problem   in  recent 


".  .  .  How  can  an  investor 
make  sense  of  this  incon- 
sistency? Who's  reporting 
properly:  ITT  or  IBM?  .  .  ." 


months  has  been  the  dollar  s  plunge 
against  major  foreign  currencies.  Com- 
panies with  major  operations  where  local 
currency  is  rising  against  the  dollar — in 
Germany  or  Switzerland,  for  example — 
are  showing  big  earnings  increases. 

The  rule  requires  that  companies  car- 
ry inventories,  fixed  assets  and  depreci- 
ation at  historical  exchange  rates  and 
most  other  financial  statement  items  at 
current  rates.  This  means  that  control- 
lers and  treasurers  have  to  contend  with 
the  additional  distortions  of  mismatched 
assets  and  liabilities,  sales  and  inven- 
tories. If  the  dollar  declines  relative  to 
the  mark,  let's  say,  sales  for  that  foreign 
subsidiary  would  be  translated  into  more 
dollars,  but  inventories  could  remain 
locked  into  last  year's  rate  when  the 
dollar  was  stronger.  The  sales  gain  would 
be  magnified  and  the  company  would 
report  a  larger  earnings  gain  than  was 
strictly  justified. 

Recently,  the  Treasur>'  Department 
launched  a  study  to  determine  whether 
Statement  8  has  increased  the  dollar's 
instability  by  encouraging  corporate 
treasurers  to  hedge  in  foreign  exchange 
markets  to  offset  reporting  distortions. 
But  the  real  issu  is  this:  If  the  FASB 
can  t  enforce  consistency  in  disclosure,  it 
should  scrap  the  rule  altogether  because 
it  seems  to  be  confijsing  a  situation  that  it 
was  supposed  to  clarify.  ■ 


Major  equipment  leasing... 

The  answer  is\fes. 


Yes. 


We  can  handle  major  equipment  leasing 
in  just  about  any  field  you  can  name: 
computers,  medical  equipment;  mining, 
oil  drilling,  and  construction  equipment; 

Yes. 


transportation  containers,  railroad 
rolling  stock;  and  of  course,  anything 
that  flies— executive  jets  to  DC-lOs. 


You'll  be  working  with  a  thoroughly 
qualified  financial  consultant,  from 
your  first  contact  with  us  right  through 
the  life  of  the  lease.  An  individual  with 
a  strong  financial  background,  including 

Yes. 


the  tax  aspects  of  leasing.  A  person  with 
a  thorough  knowledge  of  your  business 
or  industry,  and  the  equipment  to  be 
financed. 


You  can  expect  our  response  quickly. 
Usually  within  24  hours. 

Yes. 


We'll  wrap  up  the  deal  quickly  and 
simply.  Because  we  develop  information 
on  our  own  computerized  lease  analysis 
system.  And  since  we're  our  own  pri- 

Yes. 


mary  source  of  capital,  the  approval 
process  is  direct  and  efficient,  without 
third  party  considerations. 


You  can  put  our  money  where  your 
need  is.  Wherever  your  business  calls 
for  major  equipment  leasing,  you're  just 
a  phone  call  away  from  the  Yes  People  at 
McDonnell  Douglas  Finance  Company. 


And  the  money  help  you  need.  Call  us 
in  Long  Beach  at  (213)  593-8471.  Or  write 
MDFC,  3855  Lakewood  Blvd.,  Long 
Beach,  CA  90846. 


THE  YES  PEOPLE 


ICE  COFtfOrtA  Tioiy 


I  iuSMDMOV  Of  IMCOOniniEt-L.  DOUCH-AS 


Money  And  Investments 


Financial  Strategy 


The  Diamond  Hustle 

By  John  Train 

".  .  .  As  usual,  the  victims  are  ignoring  the  first 
rule  of  investing  in  something  they  are  unfamiliar 
with:  Know  Your  Seller .  .  ." 


Thkre  may  be  a  lot  of  grief  among  the 
innocents  who  are  buying  diamonds 
these  days  beeanse  (hamonds  are  "sure 
to  go  up.  "  Selhng  stones  by  mail,  over 
the  telephone  and  through  road-show 
diamond  "investment  seminars  has  be- 
come the  latest  boiler-room  hustle,  suc- 
ceeding C'anadian  mining  stocks,  silver 
coins  and  London  commodity  options. 
It's  even  nni  by  a  lot  of  the  same  old 
artists,  in  fact. 

Of  what  is  going  on  in  diamonds. 
Jewelers'  (Hreulur-Keijslditc .  a  lively 
trade  publication,  recently  wrote  of  fast- 
buck  artists  who  ".  .  .  came  in  to  hustle 
I ommon  folk  blinded  by  visions  of  big 
easy  luoney.  " 

(-'(insider  this  headline  from  a  recent 
help-wanted  section  of  the  Sunday  New 
York  Times:  "ielephone  pros  .  .  .  ex- 
perit'nced  only  .  .  .  sell  investment 
(|ualit\  diamonds."  Applicants  are  often 
furnished  hard-sell  scripts  like  this  one 
(which  is  authentic):  "let's  face  it 
riiERE  ARE  NOT  many  commodities  you 
can  invest  in,  use  and  enjoy  and  10  years 
later  get  back  far  more  than  you  paid  for 

them,  AM  1  RK;in  oR  wrong  MR.   ? 

(wait  for  answer  and  continui').  now  I  AM 

GOING  TO  RECOMMEND  WE  START  U  ITII 
THE  $2,480  PACKAGE.  BASED  ON  A  25%  A 
YEAR  INCREASE  IN  VALUE,  WHICH  IS  A 
CONSERVATIVE  ESTIMATE,  THESE 
STONES  WILL  BE  WORTH  AT  LEAST  DOU- 
BLE IN  THE  NEXT  FIVE  YEARS.  .  .  .  NOW 
WHERE  SHALL  I  SEND  THE 
CONFIRMATIONS?" 

Hemembi  i  Fred  Mates,  the  hot  stock 
man  from  the  Sixties?  Fred's  back.  He  s 
selling  diamonds  as  "investments"  and 
offering  salesmen  a  chance  to  earn  "a  si.x- 
ligure  conunission  income.  " 

This  kind  of  activity'  spells  hitstle. 

As  usual,  the  victims  are  ignoring  the 
lirst  ride  of  investing  in  something  they 
are  unfamiliar  with:  Know  Your  Seller. 
Some  of  the  sellers  should  be  better 


Jolin  Train  is  president  of  Train,  Smith.  In- 
I  (  stment  Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


known  to  investors  and  speculators: 
Ra\l)urTie  Martin  until  very  recently 
ran  Tet-Avit?  Diamond  Investment ,  Ud. 
of  Scottsdale,  Ariz,  (one  of  the  hotbeds  of 
the  traffic).  Under  his  former  handle  of 


Rayburne  Wilson  Hamilton  he  was  jailed 
for  embezzlement  and  violation  of  secur- 
ities laws  in  Little  Rock,  Ark.  Arkansas 
listed  him  as  a  fugitive  from  justice  for 
parole  violation.  Martin  was  found  hang- 
ing in  his  jail  cell  on  Aug.  1 1 ,  1978  by  the 
Scottsdale  police.  His  wife  still  runs  the 
business.  The  Maricopa  C'ountv',  Ariz. 
Bi'tter  Business  Bureau  was  told  by  Mar- 
tin/Hamilton that  he  was  an  alunuuis  of 
Delieers  Diamond  Investment ,  Ltd.,  also 
of  Scottsdale. 

Harold  S.  McClintock  (once  known  as 
Harold  Sager),  along  with  Don  Ja\  Shure 
and  out-  other,  was  convicted  of  fraud  in 
1967  in  Chicago.  After  that  he  and  20 
otlu'rs  were  charged  by  the  Securities  & 
Exchange  (ionuuission  with  selling 
unregistered  stock  in  14  shell  compa- 
nies. He  climbed  aboard  the  silver-bul- 
lion-selling caper  in  1974,  before  setting 
up  DeBeers  Diamond  Investment .  Ltd.. 
which,  according  to  a  recent  article  in 
the  Arizona  Re))uhlie.  he  controls.  Any 


resemblance  between  this  "DeBeers" 
and  the  real  De  Beers  C-onsolidated 
Mines,  Ltd.  of  South  Africa  is  purely 
intentional;  in  realit\,  though,  there  is 
no  connection  whatever.  The  Scottsdale 
"DeBeers  claims  to  have  customers  in 
all  50  states  and  has  spawned  subsidiary 
boiler  rooms  in  a  number  of  locations. 

Don  Jay  Shure,  who  was  convicted 
with  Mc(;lintock  back  in  1967,  worked 
for  the  Scottsdale  DeBeers  and  is  apply- 
ing for  a  license  to  operate  DcBt'crs 
Diamond  Investment  in  Irvine,  (>'alif. 

l''ric  Smith  was  formerly  of  H.K. 
Smith  Securities,  Ltd.  of  Toronto,  whose 
license  was  suspended  by  the  Ontario 
Securities  Commission  in  1974.  He  nou 
opi-rates  out  of  Buffalo,  N.Y.,  where  he 
is  general  manager  of  Diamond  Selee- 
tion.  Ltd.  Prior  to  that,  h<'  was  a  co- 
owner  of  Merchant  Diamond  Group. 
which  he  left  to  join  Diamond  Selection. 
Merchant  Diamond  Groups  principals 
have  since  been  arrested  for  mail  fraud. 

Gemvest  of  America,  Inc.  in  New  York 
is  now  run  by  Fred  Mates.  Gemvest  was 
previously  owned  in  part  by  John 
Forma,  who  had  bi'en  the  owner-presi- 
dent of  British-American  (]omm<)dit\ 
Options  (^orp.,  which  was  accused  b\ 
the  U.S.  C'ommodities  Futures  Tracli)ig 
Commission  of  "cheating,  defrauding 
and  deceiving  purchasers.  The  SEC] 
had  previousK  barred  Forma  from  sell- 
ing securities. 

Bernhard  Dohi  inann  was  sentenced  to 
jail  for  securities  frautl  in  1976.  He  later 
became  marketing  director  of  Interna- 
tional.Diamond  Corp.  of  San  Rafael,  Cal- 
if whose  current  president  is  Thomas 
Lewsader,  a  law\'er  for  Dohrmann  in  the 
fraud  case. 

Richard  Neuberger  is  president  of 
Neuberger  Securities  Corp.  Karlier  this 
year,  thi-  Commodities  Futures  Trading 
Conunission  obtained  an  injunction 
against  both  Neuberger  and  Neuberger 
Securities  for  fraudulently  selling  Lon- 
don conuuoditx  options.  Neuberger  now 
runs  Kimherlite  Diamond  Resources  Co. 

Diamond  investing  has  lots  of  other 
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,  How  a  lot  of  Parisian 
"  -''»t  a  really  good  steer 

m  an  industrial  products  compat 
olt  Industri 


IWlo,we\e  got  the  car 
ywi  ordered,  Sir." 

Once  every  32  seconds  a  car  is  stolen' 
a  yea^'bust!s?  '  ^^'^  ^     Million  doUar 

tn  vn  *^Y\^'^'^u'^^^'^^''^^^"'^"-^f*atseenisameaningless Statistic 

futo  thVfrJi ""^K* '"^^  "  "'^^gf^    the  fact  th7yru  paf fo 
auto  thefts  tlirough  your  insurance- whether  your  car  is  stoKnot' 


I, 


Of  course,  not  all  cars  are  stolen  for  profit.  At  least  one-third 
are  stolen  for  "fun"  And,  while  cars  stolen  for  "joyrides"  are  often 
recovered,  they're  rarely  recovered  in  one  piece. 

Can  anything  be  done  to  stop  auto  theft?  A  number  of  things: 
Lock  your  car.  Some  40%  of  stolen  cars  are  driven  away  with  the 
keys  owners  left  in  them.^  In  Boston,  where  1  in  every  35  cars  was 
stolen  in  1975,  a  "Lock-your-car"  campaign,  run  by  die  National  Auto 
Theft  Bureau  and  supported  by  many  institutions  including  iEtna 
helped  cut  theft  48%  in  a  two-year  period. 

Install  anti-theft  devices  such  as  locking  systems,  out-off  switches 
and  security  alarms.  While  less  effective  against  the  professional  thief, 
they  are  a  known  deterrent  to  the  amateur. 

New  laws  can  help.  iEtna  supports,  for  example,  the  National 
Highway  Traffic  Safety  Administration's  recommendations  to  make 
anti-theft  devices  standard  equipment.^ 
i  We  also  back  the  recommendations  of  a  New  York  legislative 
i  committee  for  identification  numbers  on  car  parts  most  often  stripped, 
licensing  of  businesses  that  sell  or  scrap  cars  and  accurate  records  kept 
of  all  transactions.  We  urge  other  states  to  consider  these  ideas. 

Auto  theft  can  be  cut.  Auto  insurance  costs  can  be  controlled. 
Don't  underestimate  your  own  influence.  Use  it,  as  we  are  trying 
to  use  ours. 

Atna 

wants  insurance  to  be  affordable. 


1  While  private  passenger  car 
registration  increased  180% 
between  1949  and  1974,  thefts 
increased  a  whopping  493%. 

2  There  may  be  worse  to  come: 
Auto  theft  rings  have  expanded 


their  operations  to  offer  auto 
parts  — some  20%  of  cars  they 
steal  now  wind  up  in  the  "cutting 
factory." 

^  According  to  a  1978  report 
from  the  New  York  State  Senate 


Committee  on  Transportation. 
20%  of  stolen  cars  have  the  keys 
left  in  the  ignition  while  another 
20%  have  keys  "hidden"  by  the 
owneron  the  visororotherplaces. 
-•Until  anti-theft  devices  become 


standard  equipment,  we  urge 
you  to  have  them  installed  before 
other  optional  equipment  that 
makes  cars  more  attractive  to 
the  thief. 


Por  a  better  understanding  of  the  problem  of  auto  insurance  costs  and  what  you  can  do  about  them,  write  Influence, 
Department  N,  Mna  Life  &  Casualty,  151  Farmington  Avenue,  Hartford,  CT  06156. 


LIFE  &  CASUALTY 


Money  And  Investments 


Financial  Strategy 


|)i()l)lc'iiis  besides  some  of  tlie  draiiialis 
ixr.sonac: 

1)  The  boiler-room  {liamoiul  firms  ol- 
leii  pay  more  than  ordinary  jewelers  do 
lor  their  stones.  (They  do  not,  of  course, 
Kct  them  direct  from  the  De  Beers  Cen- 
tral Selling  Organization.) 

2)  'l'lic\  often  charge  huge  markups; 
the  customers  lre(|uently  pay  more  tlian 
the  retail  price,  when  usually  they  think 
they're  paying  less. 

3)  The  "appraisals "  that  accompany 
the  shipments  are  often  made  by  parties 
related  to  the  seller,  and  generall>  do 
not  refer  to  realizable  prices. 

4)  When  it  comes  time  to  sell,  the 
customer  will  probably  get  less  than  the 
current  wholesale  price.  Yet  he  may  well 
have  paid  several  times  the  wholesale 
price.  So,  even  if  tin-  wholesale  prices 
double  or  treble — which  is  unlikely — the 
"investor  "  probably  won't  break  even. 

5)  Some  of  the  "diamond  investment 
seminars"  staged  in  hotels  in  prosperous 
communities  are  sprinkled  with  shills. 

(i)  The  diamond  market  has  bi'cu  bul)- 
l)ling  recently,  supported  by  a  wave  of 
hustler-inspired  retail  speculation.  If  the 
l)endulum  swings  back,  which  it  always 
does,    hordes   of   small   investors  who 


bought  because  the  stones  were  suj)- 
posed  to  advance  rapidK'  forever  v\ill  be 
remindi'd  of  the  origin  of  the  expression 
"drop  like  a  stone.  " 

7)  'lb  whom  are  they  going  to  sell?  The 
outfits  they  bought  their  diamonds  from 
come  and  go  with  extraordinary  rapidity. 
Mighty  feu  are  going  to  linger  to  face  the 
wrath   of  their   former  customers.  If 


".  .  .  'Seminars'  are 
sprinkled  with  shills  .  .  . 


they  ri'  still  in  circulation  the\  11  be  push- 
ing newer  wares. 

8)  And  above  all,  diamonds — unlike 
gold,  shares  of  IBM,  or  Treasury 
bills — aren't  fungible:  One  diamond 
isn't  like  another.  Their  value  is  subjec- 
tive; every  sale  is  thus  an  individual, 
negotiated  matter.  When  the  bubble 
finalK  bursts  you'll  have  tens  of  thou- 
sands of  distressed  customers  trying  to 
sell  into  an  indifferent  market,  pleading 
with  bored  specialists  who  don't  know 
them  and  are  not  really  interested  in 
their  sad  stories. 


9)  (;ontrar\  to  what  the\  re  told  when 
they  buy,  gem  owners  who  si-ll  at  auc- 
ti(/n  get  little  over  uholeaalc  price — usu- 
ally about  half  the  insurance  replace- 
ment valu<'  the\'rc  hoping  for — miiuis  a 
selling  commission. 

William  T.  Bagle\,  chairuian  of  the 
C'ommodities  Futures  'IVading  (.'onunis- 
sion,  wrote  a  letter  to  the  attorncvs  gen- 
eral of  all  50  stales  describing  this  traffic 
as  "the  latest  lie-by-day  and  fly-by-night 
scheme.  "  Other  enforcement  offici-rs  use 
stronger  terms.  Be  careful. 

If  you  can't  resist  this  latest  version  of 
tulii)-l)ull)  mania,  at  li-ast  deal  with 
someone  you  know  to  be  able  and  hon- 
est. For  most  people  that  means  your 
local  jeweler,  with  whom  you  and  your 
friends  presumably  have  a  solid  relation- 
ship. He  will  probably  try  to  discourage 
you  from  speculating  in  gems.  In  gener- 
al, jewelers  disapprove  of  this  activity.  If 
you  overcome  his  resistance,  he  may 
agree  to  work  for  a  limited  markup.  He 
will  also  let  \'ou  have  the  diamonds  ap- 
praised b\'  an  outsider  before  \ ou  have  to 
accept  them  (which  the  l)()iler  rooms 
won't).  These  measures  will  limit  your 
risk,  a  cardinal  objective  in  any  leap  into 
the  unknown.  ■ 


16  consecutive  years 
of  dividend  growth. 


For  16  consecutive  years  Barnes 
Group  Inc.  has  paid  a  liigher 
dividend  in  cash  or  stock  than 
the  year  before.  And  thanks  to  a 
dividend  increase  announced 
July  21, 1978,  we're fastapproach- 
ing  the  17th  year  of  continuous 
dividend  growth.  Our  published 
policy  has  always  been  to  provide 
shareholders  with  a  good  return, 
and  to  reinvest  for  planned 
growth.  The  record  indicates  that 


BARNES  A 

GROUP  INC/>iH 


The  critical  parts  people 


we  put  our  policies  into  practice. 

Associated  Spring  and  Bowman 
Distribution,  our  largest  segments, 
continue  their  strong  growth;  and 
our  newest  acquisition,  Globe 
Distribution,  has  contributed 
its  expected  share.  Planned 
growth  from  within  and  without, 
plus  our  unique  balance  of  manu- 
facturing and  distribution,  make 
Barnes  Group  Inc.  a  name  to 
remember. 


DIVIDENDS  $  per  share 

90 


72    73    74    75    76  77 
9  months,  1978:  $.70 

Wnte  for  "Brief  Investment  Facts"  to 
E.V,  Ladd.  Jr .  Senior  Vice  President, 
Finance  and  Law,  Barnes  Group  Inc. 
Dept  C-1,  Bristol,  CT  06010 
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Cooking  The  Books  Of 
Nationalized  Industry 

According  to  published  figures,  Britain's 
nationalized  industries  are  now  in  the 
black.  Who's  kidding  who? 


"Rkd  i-'ACKS  all  loiincl  as  piil)lii'  prolits 
soar"  read  the  headline  in  Britain  s  Sun- 
(laij  Times  recently.  The  state-run  elee- 
(ric  ntility  had  found  it  "an  einliarrass- 
nu  iit,  '  the  'Times  went  on,  to  have  to 
report  profits  of  over  $252  million  for 
fiscal  1978 — even  though  the  l-'.leetrieity 
Council  had  also  liiked  depreciation 
charjjes  a  full  40%,  thereby  lowering  re- 
ported earnings  by  $310  million. 

With  the  notable  exception  of  British 
Steel's  monumental  $820-milli()n  loss, 
(he  Times  went  on,  the  I'^leetricity  Coun- 
eil's  "staggering  turnaround'  was  being 
repeated  across  the  face  of  nationalized 
industiy  in  the  U.K.  liritish  (ias,  which 
had  earned  just  $19  million  since  1970, 
had  shown  a  $360-million  profit  last  year 
(also  after  major  depreeiaton  hikes).  The 
Post  Office  (which  in  Britain  includes  the 
telephone  system)  had  barely  managed 
to  break  evcMi  from  1970  to  1977  i)ut  rang 
up  a  $7(K)-million  profit  in  fiscal  1978. 
Kven  the  (^oal  fioard,  British  Aimays, 
British  Rail  and  the  national  bus  service 
were  in  the  lilack,  although  on  a  more 
modest  scale.  Bureaucrats  had  even 
forced  the  Post  Office  to  stick  a  blanket 
t7  (about  $f4)  rehmd  of  excess  profits  on 
telephone  bills. 

What  was  going  on  here?  Was  British 
.socialism  finally  starting  to  work?  Fohhf.s 
set  out  to  do  some  checking.  We  talked 
with  the  top  financial  men  at  the  lilectrie- 
ity  Council,  and  at  the  Post  Office  and 
with  an  accounting  professor  at  the  Lon- 
don School  of  f'xonomics.  What  we  found 
out  was  (inite  different  from  what  the 
headlines  had  suggested.  Our  hndings: 

In  the;  first  place,  like  any  turnaround, 
this  one  depended  heavily  on  the  base 
ycnir  picked  to  measure  from.  In  this  case 
the  base  was  a  period  when  the  British 
government.  Conservative  then,  held 
down  the  prices  charged  l)\  nationali/.ecl 
companies  as  a  means  of  hghting  infla- 
tion. This  drove  the  Eleetric  it\  Council 
into  the  red  to  the  tune  of  $517  million 
from  1971  to  1975. 


"It  was  catastrophic,"  says  (>harles 
Beauchamp,  the  ecjuivalent  of  finance 
vice  president  of  the  British  Post  Ofiice. 
"When  you  so  depress  your  prices  you 
attract  an  uneeonomie  demand,  people 
who  in  the  normal  course  wouldn  t  think 
of  a  lele[)hone.  I  ni  not  against  every- 
body owning  a  telephone,  but  I  believe 
there  s  an  economic  value  to  a  telephone 
or  indeed  to  a  letter.  It  forced  us  to  go  for 
a  higher  investment  level  than  we  would 
have  deemed  prudent.  It  brought  all 
sorts  of  problems  with  waiting  lists  and 
congestion. 


Then  came  the  .Mideast  oil  crisis  in  late 
1973,  which  in  Britain  saw  coal  prices 
rising  almost  as  fast  as  oil  prices.  "The 
hundreds  of  millions  that  were  being  paid 
out  in  subsidies  to  keep  prices  clown  were 
begiuTjing  to  turn  into  billions,  sa\  s  Bur- 
ton Johnson,  financ  ial  adviser  of  the  I'^lee- 
trieit\'  Council.  "1  he  Wilson  government 
put  a  stop  to  that  and  tried  not  only  to 
keep  pace  with  the  explosion  of  costs  but 
the  backlog  that  hadn't  been  covered  as 
well.  So  you  got  hc^ivy  price  increases — 
20%  or  thereabouts.  T\ic  effect  was  trau  - 
matic in  even  kind  of  wa\ . 

"Our  very  large  price  increases  in 
1975  immediately  lost  us  something  like 
10%  to  12%  of  the  business.  We  gi  adual- 
ly  pulled  ourselves  up  by  cutbacks  in 
services  and  economies  of  staff. 

Okay.  So  much  for  the  "staggering 
turnarounds.  "  Government  had  simpK 
taken  the  lid  off  prices.  \nd  what  was  the 
result''  A  profit  of  $5fiO  million  on  $13- 
billion  worth  of  invested  capital.  Big 
deal:  That  works  out  to  roughly  4.3% 
return  on  capital,  tax  free  of  course^ — 


poor  indeed  by  comparison  with  the  5% 
to  6%  earned  after  tax  by  U.S.  electric 
utilities.  But  even  this  profit  was  greatly 
overstated.  Here  s  why; 

Infiation,  which  in  Britain  reached 
25%  in  1975  and  has  only  in  the  past  year 
subsided  below  16%,  greatly  exaggerates 
profits  in  capital-intensive  industries  like 
electric  utilities  and  telecommunications 
if  depreciation  is  based  on  historic  cost 
and  spread  out  evenly  on  a  straight-line 
basis  over  the  30-  or  40-year  life  of 
eciuipment.  Whereas  private  enterprise 
in  Britain  can  write  off  the  cost  of  new 


plant  and  e<iuipment  in  as  little  as  one 
yc^ar  for  tax  puqioses,  the  Electricity 
Council  and  the  Post  Office  don't  pay 
taxes  and  are  required  to  depreciate 
plant  and  c^cjuipment  on  a  straight-line 
basis.  Hetice,  soiue  of  those  "profits. 

To  put  it  bluntK  then,  the  profit  figiues 
of  nationalized  industries  in  Britain  are 
not  comparable  one  to  another,  are  not 
comparable  to  profit  figures  in  private 
enteri>rise,  and  in  a  good  number  of  cases 
are  not  profits  at  all,  but  rather  losses. 

Nor  do  these  so-called  "profits  "  reflect 
tlie  fact  that  man\  government  corpora- 
tions receive  huge  subsidies  which  the\ 
enter  on  their  accounts  as  revenues. 
British  Rail  claimed  it  earned  $60  million 
last  year,  but  that  was  after  an  $800- 
million  subsidy  from  the  government  to 
run  money-losing  routes.  Think  how 
prosperous  .American  railroads  would  be 
if  the  government  would  subsidize  their 
monev  -losing  routes. 

Nationalized  industn  profits?  Pme 
myth.  Insolvency  is  alive  and  well  and 
living  in  Labour-ruled  Britain.  ■ 


.  .  The  profit  figures  of  nationalized  industries 
in  Britain  are  not  comparable  one  to  another,  are  not 
comparable  to  profit  figures  in  private  enterprise,  and 
[often]  are  not  profits  at  all,  but  rather  losses  .  . 
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Dallas  has  come  a  lonq  way 
since  financial  expertise  was 
knowing  how  much  a 
buffalo  hide  would  fetch 

back  east. 


Little  more  than  140  years  ago, 
alias  was  not  much  more  than  a  small 
ading  post  on  the  Trinity  River  which 
id  a  modest  business  in  the  buffalo  hide 
ade.  Today,  the  city  is  the  financial 
jnter  of  the  fastest 
rowing  region  in  the 
ation,  the  Southwest, 
jid  one  of  the  nation's 
fgest  cities. 

That  incredible 
rowth  was  not  due 
)  a  great  mineral 
jiscovery,  or  even  the 
jsult  of  a  fortunate 
)cation  on  a  railhead. 
Jl  the  city  had  were 
le  people  with  the 
etermination  to  build 
great  city.  And 
ankers  who  under- 


stood how  to  finance  growth. 

You  can  see  the  results  of  that 
combination  in  the  city's  skyline.  You'll 
see  insurance  companies,  scores  of  large 
financial  institutions,  offices  for  a 

multitude  of  million 
dollar  companies, 
and  the  home  of  one 
of  the  South 's  largest 
skilled  labor  forces. 

In  working  with 
our  clients,  we've 
helped  Dallas  come  a 
long  way  since  the 
days  financial 
expertise  meant 
knowing  the  buffalo 
hide  market.  And 
we've  helped  make 
Dallas  the  financial 
center  of  the  Southwest. 


Republic 
Natk>nal  Bank 
is  Dallas. 


A  Republic 
of  Texas 
I  Company 


The  class  withi 

There's  a  very  special  class  where  Jackie  gets  extra 
help  with  his  readir^g;  where  Manda  can  practice  her  math 
until  she  understands  it  well;  where  Peter  can  learn  letter  sounds  j 
at  his  own  speed.  This  unusual  "class"  is  right  inside  their  regular  i 
classroom  or  learning  center  And  all  this  is  possible  because 
their  school  uses  SystemSO  individualized  instruction.  i 

The  System80®audio-visual  approach  to  learning  was  ' 
developed  by  Borg-Warner's  Educational  Systems  Division.  Very 
simply  it  teaches  and  reinforces  basic  skills  for  children  who 
need  extra  help-help  that  is  tailored  to  each  child's  needs. 
And  the  wide  range  of  SystemSO  lessons  allows  teachers 
to  provide  this  important,  individualized  attention  within  the 
comfortable  context  of  their  regular  programs. 

For  example,  a  teacher  might  assign  a  child  a  SystemSO 
lesson  on  letter  sounds.  As  the  child  works  alone,  at  his 
own  speed,  totally  involved  through  sight,  hearing 
and  touch,  the  rest  of  the  class  can  continue  work 
on  other  lessons.  When  the  student  is  through  and 
rejoins  the  class,  the  teacher  uses  SystemSO 
materials  to  measure  his  progress,  assess  weaknesses 
and  assign  further  lessons. 

This  is  serious  education  at  work.  But  to  see  the 
way  children  enjoy  their  SystemSO  lessons  you'd  think  it  was 
child's  play  I  No  wonder  it's  become  one  of  the  most  highly 
respected  and  widely  used  audio-visual  instructional  systems 
in  the  country.  And  in  the  class. 

For  more  information  on  this  and  other  Borg-Warner 
contributions  to  education,  please  write  to:  Borg-Warner  Edu- 
cational Systems,  600  West  University  Street,  Arlington  Heights, 

Illinois  60004.  SystemSO  is  a  registered  trademark  of  Borg-Worner  Corp 
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Faces  Behind  The  Figures 


Warren  L.  Batts  and  James  W.  McSwiney  of  Mead 


Dr.  Hammer's  old-time  prescription  sticics  in  their  craw. 


Paper  Tiger? 


For  a  papermaker.  Mead  Corp.  is  swim- 
ming nicely  upstream,  which  makes  it  a 
tasty  morsel  for  the  owlish  80-year-old 
physician  Armand  Hammer,  chairman  of 
Occidental  Petroleum.  Especially  if  he 
can  get  it  for  nothing  up  front.  His  first 
offer  was  almost  nostalgic  to  anybody 
who  remembers  the  not-so-dim  days 
when  United  Fruit,  Loews  and  lots  of 
other  big  outfits  were  acquired  for  "Chi- 
nese money":  packages  of  preferreds, 
debentures  and  other  paper  that  take 
whatever  value  they  have  from  interest 
and  dividend  rates. 

Whether  Mead  shareholders  remem- 
ber what  happened  to  a  lot  of  that  funny 
currency  or  not.  Chairman  James  W. 
McSwiney  and  CEO  and  President  War- 
ren L.  Batts  do,  and  they  are  trying  to 
nail  Hammer  to  the  wall.  In  a  letter  to 
stockholders  and  the  world  at  large  in 
response  to  his  first  offer,  they  cited 
Oxy's  highly  leveraged  balance  sheet  and 
on-again-off- again  earnings  (not  that 
Mead's  were  all  that  steady).  "The  board 
is  convinced  that  the  long-term  interests 
of  Mead's  share  owners  will  be  best 
served  by  Mead  remaining  indepen- 
dent, "  it  read. 

What's  inviting  about  Mead  is  that  the 
Dayton-based  forest-products  company 
returned  16.5%  on  equity  last  year  com- 
pared with  an  industry  average  of  14.5%, 
with  aftertax  earnings  up  10%.  Maybe 
more  to  the  point  is  the  fact  that  Mead 
carries  its  1.4  million  acres  of  timberland 


on  its  books  at  original  cost,  a  fraction  of 
current  value,  which  means  that  Mead's 
book  value  of  $27.28  a  common  share — 
like  that  of  almost  every  company  carry- 
ing assets  at  cost — is  understated. 

Oxy's  offer  of  a  package  of  mostly  non- 
convertible,  callable  preferred  stock, 
which  may  be  worth  something  like  $35 


Georgia-Pacific's  Rohert  Flowerree 
Number  one?  So  what? 


per  Mead  share,  not  only  doesn't  reflect 
book  value  but  won't  even  give  Mead's 
common  shareholders  much  of  a  shot  at 
the  future  earnings  that  Oxy  would  reap 
from  the  deal.  Hammer,  of  course,  can 
and  probably  will  sweeten  the  deal. 

So  far.  Hammer's  move  has  led  to  the 
usual  suit  and  countersuit  to  assure  that, 
il  Hammer  wins,  the  harsh  words  in 
their  letter  will  surely  send  McSwiney 
and  Batts  looking  for  other  jobs.  Mean- 
while, the  lawyers,  the  investment  bank- 
ers and  the  shareholder-soliciting  firms 
will  all  get  handsome  fees.  ■ 

Paper  Crown 

"I  didn  t  even  think  about  it,  "  says  Rob- 
ert E.  Flowerree,  Georgia-Pacific's 
CEO,  when  his  company  pas.sed  Inter- 
national Paper  last  year  to  become  the 
world's  biggest  forest-products  com- 
pany. "We  don't  have  a  goal  to  be  num- 
ber one,  it  just  turned  out  that  way.  I 
keep  reminding  my  staff  that  General 
Motors  makes  as  much  in  profits  as  we 
do  in  sales." 

G-P  did  $3.7  billion  in  sales  last  year 
and  looks  to  do  $4  billion  this  year.  So 
why  did  it  just  buy  Hudson  Pulp  & 
Paper,  for  $160  million  of  G-P  stock?  The 
company  lost  $2  million  last  year  on  sales 
of  $177  million.  'The  primary  consider- 
ation, "  says  the  drawling  57-year-old 
psychology  major  from  New  Orleans, 
"was  their  timberland.  It's  adjacent  to 
some  of  ours  in  Florida.  We  also  have  no 
tissue  production  in  the  Southeast,  and 
Hudson  does.  We  were  able  to  buy  Hud- 
son at  about  the  cost  of  putting  up  a 
tissue  plant  down  there.'  G-P  got  the 
timberland,  in  effect,  for  nothing. 

Now  Flowerree  has  got  to  make  Hud- 
son profitable  if  the  deal  is  to  make  long- 
term  sense.  But  that  may  not  be  much  of 
a  problem  for  an  outfit  that  has  averaged 
better  than  20%  return  on  equity  and 
earnings  growth  of  about  19%  on  sales 
tliat  increased  nearly  16%  over  the  last 
five  years.  ■ 

Paper  Power 

Paper  being  a  classic  capital-intensive 
industry  makes  it,  naturally  enough,  a 
classic  up-and-down  cyclical  business  as 
well.  Timing,  what  you've  got  in  the  till 
and  fate  conspire  either  for  or  against 
success.  So  it's  rather  refreshing  to  hear 
an  industrialist  talk  of  plunging  into  ma- 
jor expansion  in  paper,  knowing  that  se- 
curities analysts  are  watching  unhappily. 

Listen  to  Robert  S.  Hatfield,  chairman 
and  chief  executive  officer  of  The  Conti- 
nental Group,  Inc.,  the  outfit  that  used 
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k'l'ii  Miller.  Biih  W'llLiul.  LiiHis  I'crlmuttcr,  Carl  Fmnbiich  and  lack  Nonhnj)  of  the  Wcrnll  LmwIx  \\  hue  W'cU  \1i.'ri;i'i  Granji  mtiu'ss  the  M,i,'niii/;  o/  ii  tiwr^er  d:^w 


How  the  Merrill  Lynch  White  Weld  tearn 
helped  put  together  $3.5  billion  of  mergers  in  the 
first  seven  months  of 1978  alone 


Merrill  Lynch  White  Weld  is  one  of 
the  most  successful  in  the  business 
in  making  mergers  happen. 

Between  January  and  July  we  chalked 
up  38  transactions  — 28  have  closed,  10  are 
near  completion.  These  transactions  had 
purchase  prices  ranging  from  $5  million  to 
$490  million  with  14  over  $90  million - 
involving  aggregate  purchase  prices  ot  $3.5 
hillion.  And  the  year  is  far  from  over. 

These  mergers  utilized  the  skills  ot  our 
12  full-time  merger  specialists,  working 


closely  with  our  investment  hankers  in  New 
York  and  worldwide.  And  they  involved  us 
in  all  aspects  of  the  merger  process. 

A  few  of  the  mergers  we  helped  put 
together  in  1978: 

•  Cahot  Corporation— Kawecki  Berylct) 
Industries,  Inc. 

•  Carrier  Corporation  — I nmont 
Corporation 

•  Colgate-Palmolive  Company  — 
Princess  House,  Inc. 

•  United  Technologies  Corporation  — 
AMBAC  Industries,  Incorporated 


•  The  Greyhound  Corporation  — 
Verex  Ct)rporation 

•  PepsiCo,  h^c.  — Taco  Bell 

Making  tlie  deal  happen 

It  all  seems  so  easy  once  a  merger  is  an- 
nounced in  the  financial  press.  But  there's 
a  lot  of  skill  and  expertise  that  has  to  come 
first.  Tliere's  a  lot  of  knowled^'e  required  to 
stay  on  top  of  the  highly  competitive 
merger  marketplace.  Our  record  demon- 
strates that  we  know  what  it  takes  to  get  a 
merger  or  acquisition  done. 

We  know  how  to  select  the  right 
strategy  to  accomplish  cor|X)rate  goals. 

Wc  know  how  to  assign  correct  values 
to  companies  and  securities  and  how  to 
structure  packages  to  get  the  transactions 
done  in  the  hest  possihle  manner. 

Wc  know  through  negt)tiating  experi- 
ence how  to  create  innovative  solutions  in 
the  event  of  an  impasse. 

Our  day-to-day  involvement  is  an 
important  factor  in  rendering  appropriate 
and  timely  advice  on  acquisition  oppor- 
tunities. It  also  makes  us  well  versed  in  the 
financial,  accounting,  tax  and  legal  intri- 
cacies of  husiness  ct)mhinations. 

The  strength  behind  the  skill 

Add  to  this  expertise  the  strength  of  the 
Merrill  Lynch  Wliite  Weld  Capital  Markets 
Group.  This  team  is  a  unique  source  of 
strength  in  merger  and  related  areas. 

There  are  few  domestic  companies  that 
we  do  not  do  business  with. 

Our  investment  hankers  are  in  regular 
contact  with  niany  of  the  public  and  private 
corporations  in  the  U.S.  and  worldwide. 
Last  year  Merrill  Lynch  White  Weld  man- 
aged or  co-managed  more  public  offerings 
than  any  investment  banking  firm. 

Our  network  of  312  U.S.  offices 
reaches  out  beyond  the  major  money  cen- 
ters to  small  and  medium-sized  companies 
inaccessible  to  other  firms. 

Our  international  merchant  banking 


operation  based  in  London  and  reinforced 
by  a  complex  of  65  foreign  offices  in  the 
principal  financial  capitals  of  the  world 
provides  an  effective  merger  and  acquisition 
base  in  Europe  and  worldwide. 

Our  securities  trading  operation  which 
includes  an  active  Merger  Arbitrage  De- 
partment is  one  of  the  biggest  in  the 
industry.  It  affords  us  excellent  insight  when 
we  advise  a  client  on  pricing  an  acquisition 
bid  or  tender  offer. 

Our  listed  block  trading  desk,  together 
with  our  arbitrage  unit,  gives  us  direct 
access  to  the  pulse  of  institutional  trading 
activity.  And,  our  network  of  branch  offices 
gives  us  an  important  edge  with  respect  to 
individual  investor  interest. 

hitangibles  play  a  key  role 

Skills,  experience,  and  resources  make  us  a 
major  factor  in  tl  ie  merger  process.  But  it's 
the  dedication  of  our  prt)fessionals  to  be 
responsive,  timely,  and  proceed  with  a 
sense  of  urgency  that  is  perhaps  our  most 
impt)rtant  strength. 

If  you'd  like  more  information,  write 
Louis  Perlmutter  on  your  letterhead. 


MerrUI  Lynch  White  Weld 
Capital  Marlcets  Group 

(CjCopyiiHlii  Merrill  Lyiali  I'lircc  I  cnin.-!  ii»  Siiiiih  liK.  McmlK-r.  hL'tiirities 
Investor  Protection  ( 'orporaiion  (SIPC)  —  165  Broadway,  N,  V.,  N.Y.  10080. 


The  Mcn  ill  lynch  While  Weld  Capital 
Markels  (iroiil)  combines  l/)e  streiii>t/)S  of/he 
I  ICO  recently  Joined  firms  into  a  sini^le  nnif. 

7 he  (iron/)  j)rorides  jinancin^,  trading, 
and  related  services— including  tner^ers  and 
ac(/nisitions—t()  major  cor/)orations,  institn 
lions,  and  ^ocerntnenlal  enlilies.  I  he  (^aj)ital 
Markels  (iron/)  is  hacked  by  the  resources  oj 
the  worldwide  Merrill  Lynch  or^anizalio)!. 

Morrill  Lynch  Pierce  l  enner  iSi  Siimh  Inc.  ;inJ  White  Weld  lik  ,  Inc.  iiieryecl  on 
April  14.  W^.  Intonn.ition  set  lorih  herein  cninhlnes  the  individual  rcMilts  ol  both 
lirm>  [iriiir  .ind  Mihseqiient  tnMich  merger. 


Faces  Behind  The  Figures 


Continental's  Robert  S.  Hatfield 


Betting  now  on  the  19808. 

to  be  Continental  Can  Co.;  "If  we  want- 
ed to  bleed  this  company  to  death,  we 
could  show  you  earnings  that  would 
make  your  eyes  open  wide.  But  that  s 
not  the  way  we're  playing  it.  " 

The  way  Hatfield  is  playing  it  is  to 
make  a  more  than  half-billion-dollar 
move  into  the  paper  business  without 
regard  to  short-term  effects  on  earnings. 
Why?  For  one  thing,  Continental  s  share 
of  the  domestic  can  market  has  slipped 
from  25%  to  20%  in  the  past  five  years  as 
beverage  producers  make  more  of  their 
own  cans.  He  sees  paper  as  one  of  the 
best  ways  to  go  in  packaging,  which  is, 
after  all,  Continental's  basic  business. 
But  paper  has  been  one  of  the  company's 
least  profitable  areas  recently.  Its  por- 
tion of  (Continental's  pretax  earnings 
dropped  from  35%  in  1974  to  21%  last 
year.  For  the  total  domestic  industry, 
paper  output  was  up  only  2%  last  year. 

Hatfield's  hope  is  to  make  his  com- 
pany the  industry's  lowest-cost  paper- 
maker.  "I  am  confident  we  will  see  the 
benefits  of  this  move  in  the  1980s,  when 
from  a  cost  standpoint  we  will  be  able  to 
compete  with  anybody,'  he  says. 

The  62-year-()ld  executive,  who  start- 
ed with  the  company  42  years  ago  as  a 
sales  trainee,  says  the  company's  ability 
to  convert  70%  of  its  own  raw  paper- 
board  t6  finished  packaging  materials  has 
cut  costs.  So  does  using  timber  from  its 
1.5-million-acre  holdings. 

Continental  has  just  announced  a 
$138-million  capital  expansion  program 
to  increase  output  by  20%  at  its  Hope- 
well, Va.  linerboard  mill.  But  the  biggest 
cost-cutting  operation  will  come  from 
new   technology — a  thermomechanical 


process — now  in  use  at  its  Augusta,  Ga. 
mill  that  is  said  to  cut  costs  30%  in 
making  four-ply  bleached  paperboard  by 
sandwiching  low-grade  recycled  pulp  be- 
tween virgin  fibers. 

Anybody  who  knows  the  industry  has 
to  believe  that  the  presence  of  former 
International  Paper  Co.  veteran  Judson 
Hannigan  at  Continental  has  had  an  in- 
fluence on  Hatfield's  view  of  the  future. 
And  the  emphasis  on  paper  may  surprise 
people  who  thought  Continental  was  go- 
ing the  conglomerate  route  with  its  ac- 
quisition last  year  of  Richmond  Corp.,  an 
insurance  outfit.  But  Hatfield  sounds 
like  he  s  talking  for  himself  when  he 
says,  "We  gave  up  the  idea  of  being  all 
things  to  all  people  a  long  time  ago.  We 
are  building  for  the  long  haul.  "  ■ 


How  Sly  The  Fox? 

At  a  time  when,  in  the  words  of  a  top 
executive  of  another  movie  company, 
"the  industry  is  once  again  reaching  the 
point  where  you  don't  have  to  have 
brains  to  make  money,  "  20th  Century- 
Fox  Film  Corp.  continues  to  diversify 
out  of  the  business.  This  time  Fox  is 
buying  Pebble  Beach  Corp. 

Fox  is  paying  $72-million  worth  of 
cash  or  some  kind  of  paper,  terms  still  to 
be  worked  out,  for  the  renowned  Califor- 


20th  Century's  Dennis  C.  S;,, 


Fun  and  profit  in  the  21  st  century. 


nia  golf-course  complex  that  also  owns 
some  undeveloped  land  and  a  silica  min- 
ing business.  Last  winter  Fox  bought 
Aspen  Skiing  Corp.,  which  runs  most  of 
the  slopes  at  the  Colorado  resort. 

This  past  summer  the  industry  has  had 
one  of  the  fattest  seasons  in  its  history,  so 
good  in  fact  that  even  the  theater  owners 
aren't  whining  so  much  about  lack  of 
product  and  narrow  margins.  What's  be- 
hind the  boom  seems  to  be  increases  in 
attendance  by  the  over-24-year-olds  irl 
what  has  lately  been  considered  a  16-to- 
24-year-old  market.  Attendance  seems 
unaffected  by  the  releases  of  half  a  dozen 
or  so  big,  heavily  promoted  films  at  the 
same  time.  So  how  come  Fox  is  edging 
out  of  the  business  when  Star  'Wars,  An 
Unmarried  Woman  and  Damien-Omen 
II  have  done  so  well  for  it?  Dennis  C. 
Stanfill,  chairman,  reportedly  says, 
"  Pebble  Beach  has  a  very  good  future.  ' 
Next  year,  Wimbledon?  ■ 


Senator  Howard  Metzenhaum 


Bieeding  for  policyholders. 


That  Feeling's  Not  Mutual 

Insurance  companies,  especially  the  mu- 
tvials,  are  going  to  have  Senator  Howard 
Metzenbaum  (D-Ohio)  on  their  backs 
tor  a  while.  The  chairman  of  the  Senate 
judiciar>  Committee's  Subcommittee  on 
(atizen  &  Shareholder  Rights  &  Reme- 
dies is  looking  for  a  nice  populist  issue 
and  thinks  he  has  found  one.  He  says  he 
would  be  "receptive    to  legislation  tak- 


800-228-9000  Gets  you  Hyatt.  Worldwide.Toll  Free. 

i  or  call  your  travel  agent.  Ask  for  Hyatt  Hotels  Worldwide  Directory. 


leed-Georgia  Co. 


The  Aeronauts 


Manufacturers  Hanover,  with  its  range  of  banking  and  equipment  financing/leasing 
^rnatives,  is  a  leader  among  U.S.  financial  institutions  in  putting  commercial  air- 
f  t  in  the  sky.  Consider  the  source. 

MANUFACTURERS  HANOVER 

.       The  financial  souFce.Worldwide. 


DINERS  doublecarh; 

YOU  GET  THE  CREDIT. 
WEDOTHEWORK. 


The  first  credit  card  that 
doesn't  mix  business  with 
pleasure. 

At  last!  A  modem  credit  card  sys- 
tem that  works  for  you  in  ways  that 
other  cards  can't  match.  For  exam- 
ple, DOUBLECARD  can  automati- 
cally separate  as  well  as  document 
business  and  personal  charges 
in  one  convenient  statement. 

The  NEW  Diners  gives  you  tv/o 
cards  to  use  any  way  you  want.  If 
you  use  one  card  for  business,  you 
can  include  your  business  or  pro- 
fessional title  and  company  name 
on  it ...  an  exclusive  DOUBLECARD 
feature.  You  can  choose  the  sec- 
ond card  for  personal  charges  or 
issue  it  to  your  spouse  or  other 
family  member 

New  benefit!  Extra  Line  of 
Credit  up  to  $1 5,000. 

When  you  qualify  for  a  Diners 
Card  you  also  qualify  for  Diners 
Cash  Advantage?^  an  extra  credit 
line  of  up  to  $15,000*  from  The 
Chase  Manhattan  Bank,  N.A. 

Your  DOUBLECARD  offers 
worldwide  spending  power  And 
Diners  Cash  Advantage  expands 
your  ability  to  make  major  pur- 
chases, or  to  get  cash  for  unex- 
pected emergencies.  It's  money 
available  to  you  any  time  you 
need  it. 

New  benefit!  World-famous 
travelers  cheques  free 
of  charge. 

Now  Diners  Club  members  can 
purchase  Thomas  Cook  Travelers 
Cheques  at  any  Thomas  Cook 
office  in  the  U.S.  or  Canada  hee  of 
service  charge. 

Another  extra  service— with  your 
Diners  Card  as  a  reference,  you 
may  write  a  personal  check  (max- 
imum $750  every  14  days)  for  the 
purchase  of  Thomas  Cook 
Travelers  Cheques. 

New  benefit!  $30,000 
travel  accident  insurance 
coverage  at  no  extra  cost. 

Charge  your  flight  tickets  on  your 
Diners  Card  and  you'll  be  auto- 


USE  THIS  CARD  WHEN 
YOU'RE  OUT  FOR  A  GOOD  TIME. 


USE  THIS  CARD  WHEN 
YOU  MEAN  BUSINESS. 


matically  covered  by  travel  acci- 
dent insurance.  An  additional 
$370,000**  in  insurance  coverage 
(a  portion  of  which  includes  round 
the  clock  coverage,  even  in  rental 
cars)  is  available  at  group  rates. 

Special  Benefit  for  new 
members!  You  tell  us  when 
to  send  the  bill! 

We  divide  the  month  into  three  10- 
day  periods.  Pick  the  one  that's 
most  convenient  for  you— and 
that's  when  we'll  bill  you. 

The  NEW  Diners  offers  cash 
when  you  need  it. 

In  the  U.S.  or  Canada,  you  can 
cash  personal  checks  for  up  to 
$250  at  participating  hotels  where 
you're  a  registered  guest. 

And  at  87  Diners  Club  offices  in 
major  cities  abroad  you  can 
obtain  an  emergency  cash 
advance  of  up  to  $100, 

The  NEW  Diners  does 
more  for  you  worldwide. 

DOUBLECARD  is  included  m  the 
regular  $30  fee.  And  so  are  many 
other  important  services  for  which 
other  cards  charge  extra— travelers 
cheques,  currency  conversion  and 
$30,000  travel  accident  insurance. 
Diners  Club  members  get  an 


immediate  welcome  at  over 
400,000  establishments.  Hotels. 
Motels.  Resorts.  Airlines.  Auto 
rental  agenaes.  The  best  shops, 
boutiques,  restaurants  and 
nightclubs. 

The  favorite  card 

of  experienced  travelers. 

Compare  these  features  with  those 
of  any  other  credit  card  in  the 
world  and  you'll  see  why  the  NEW 
Diners  is  the  choice  of  people  who 
travel  and  entertain. 

If  you  now  belong  to  Diners 
Club,  you  will  receive  information 
about  your  DOUBLECARD  and 
other  new  benefits  before  your 
present  card  expires.  Meanwhile, 
your  current  Diners  Card  is  as 
good  as  ever 

To  apply  for  the  Diners 
DOUBLECARD  call  toll-free 
1-800  525-7000.  (In  Colorado  caU 
collect  303-770-7252.) 

-  im  THE  NEW 

DINERS 

Suddenly,  it's  the  obvious  choice. 

NOTE  The  package  ol  benefits  described  is  presently 
available  only  to  pereonal  accounts  with  U  S  billing 
addresses  'Minimum  $2,000  Subjeci  to  legal  restncttons 
"Not  in  N  CSC,  MS 


Faces  Behind  The  Figures 


ing  the  insurance  industry  out  of  state 
regulators'  hands  and  giving  it  to  the 
federal  government. 

The  mutuals  are  certainly  worth  look- 
ing at  seriously.  They  have  hundreds  of 
billions  of  dollars  in  assets  and  no  share- 
holders to  keep  them  straight.  The  state- 
h\  -state  political  tangle  under  which  ca- 
sualty rates  are  set  and  the  industry  is 
iipervised  hardly  seems  an  ideal  way  to 
keep  tabs  on  all  this  wealth  in  the  hands 
of  these  self-perpetuating  boards.  But 
when  Metzenbaum  says,  "I'd  try  to 
structure  legislation  so  as  to  avoid  a  new 
bureaucracy,"  one  wonders — is  he  being 
hopelessly  unrealistic  or  what?  Be  sure, 
though,  that  a  big  hunk  of  policyholders' 
money  will  be  consumed  preparing  testi- 
mony and  flying  insurance  brass  to  the 
nation's  capital  to  read  it  to  Metzen- 
baum's  hearing.  ■ 


Near  Miss  At  EL 

It  was  a  kind  of  high-wire  act,  and  Eco- 
nomics Laboratory  almost  fell  off.  After 
23  years  of  earnings  increases  and  the 
fantasyland  price/earnings  ratios  that  go 
with  them,  the  St.  Paul-based  company 
got  hit  with  the  1974-75  recession,  price 
controls  and  a  sharp  decline  in  earnings 
in  its  international  operations — almost  at 
the  same  time.  Management  took  a  look 
at  the  numbers  and  decided  to  try  to 
keep  earnings  growing  anyway. 

Then-president  Fred  T.  Lanners  was 
responsible  for  much  of  the  company's 


Economics  Laboratory  CEO  Lanners 


Back  on  the  track  again. 


enviable  growth  record.  Lanners  came 
to  EL  in  1948  with  a  degree  in  chemical 
engineering.  He  was  31  at  the  time, 
having  lost  time  working  and  serving  in 
World  War  II.  Even  so,  he  took  a  job 
with  Economics  Laboratory  for  $220  a 
month.  Over  the  years,  he  started  some 
of  EL's  major  operations,  including  the 
move  overseas. 

One  easy  way  to  overcome  overseas 
earnings  problems  was  to  freeze  growth 
in  EL's  2,100-person  staff  in  sales,  ser- 
vice and  administration  who  account  for 
about  30%  of  total  volume  and  to  let 
attrition  take  its  toll.  But  Economics 
Laboratory  is  in  businesses  that  depend 
heavily  on  selling.  The  company  makes  a 
broad  range  of  industrial,  commercial 
and  consumer  cleaning  products.  More 
than  that,  it  performs  special  kinds  of 
sophisticated  sanitizing  services  for  res- 
taurant chains,  dairies  and  other  busi- 
nesses that  require  more  than  just  bot- 
tle-cleaning and  dish-washing. 

Holding  down  the  sales  force  helped 
keep  earnings  climbing  even  as  revenue 
growth  slowed  down  from  over  25%  in 
fiscal  1975  to  7%  in  1977.  But,  says  Lan- 
ners, 60,  "We  may  have  gone  a  little  too 
far  to  maintain  earnings  growth.  " 

While  it  boosted  EL's  profit  margin,  it 
didn't  work  in  one  key  way.  Like  all  the 
overstuffed  P/Es,  EL's  tumbled  from  a 
"concept "  30  to  40  to  a  more  realistic  12 
even  though  earnings  kept  growing. 

Lanners,  CEO  since  April,  is  slated  to 
become  chairman  this  month,  though 
he's  been  running  day-to-day  operations 
since  the  early  Seventies.  He's  the  first 
nonmember  of  the  family  of  founder 
Merrit  J.  Osborn  to  hold  those  top  spots, 
even  though  there  is  another  Osborn  still 
in  the  company. 

This  year  the  company  grossed  $398 
million  in  the  year  ended  June  30.  Sales 
were  up  11%  over  the  year  before,  in 
good  part  because  Lanners  started  hiring 
hundreds  of  new  sales  and  marketing 
people  again  by  the  end  of  1976.  Earn- 
ings have  kept  climbing  this  year,  up 
10%  to  $26  million. 

Lanners  will  think  twice  before  he 
again  sacrifices  long-term  goals  to  short- 
term  gains.  ■ 


Buying  Britain 

"With  two  children  at  university  I  more 
or  less  know  exactly  when  I  will  sell  rny 
last  shares,  "  says  Alfred  Singer.  A  former 
chief  accountant  for  Rank  Xerox,  Singer 
now  heads  Britain's  $3.  l-billion  Post  Of- 
fice Superannuation  (pension)  Fund.  He 
is  explaining  why  the  London  stock  mar- 
ket is  fast  losing  the  private  investor.  It's 
quite  simple:  British  taxation  is  wiping 


Postal  pensioners'  Alfred  Singer 


Squeeze-out  of  the  middle  class. 

out  the  whole  middle  of  society. 

The  shares  that  the  private  investor  is 
selling  to  keep  middle-class  body  and 
soul  together  are  being  largely  bought 
up  by  big  pension  funds  like  Singer's, 
which  already  holds  assets  of  $110  bil- 
lion, representing,  in  the  main,  blue- 
collar  workers.  The  insurance  compa- 
nies, which  are  still  Britain's  largest  eq- 
uity investors,  are  fast  losing  out.  Rea- 
son: Inflation  which  has  only  this  year 
subsided  below  16%  swells  workers' 
pensions  in  nationalized  industry,  which 
are  indexed  to  inflation,  while  it  penal- 
izes insurance  money,  which  is  mainly 
individual  and  nonindexed. 

The  time  may  not  be  far  distant  when 
these  pension  funds,  run  by  men  ap- 
pointed jointly  by  management  and  la- 
bor, control  British  industry.  Already 
the  funds  are  beginning  to  bond  together 
to  form  investigative  stockholder  protec- 
tion committees  to  speak  up  on  things 
like  terms  of  a  new  rights  offering,  a 
proposed  merger.  "No  one  approves  a 
big  stockholder  throwitig  his  weight 
around,  "  Singer  says.  But  you  have  to 
show  you  have  muscle.  "Boards  of  corpo- 
rations tend  to  be  largely  self-perpetuat- 
ing today.  There  is  really  nobody  [else] 
to  say,  "Look,  you've  made  a  mess  of  it. 
Get  out.*  " 

Unlike  U.S.  pension  funds,  the  British 
ones  have  no  choice  but  to  put  most  of 
their  money  into  common  stocks.  Britain 
doesn't  have  much  of  a  corporate  debt 
market,  and  real  estate  is  already  getting 
30%  of  pension  fund  money.  Some  of  the 
funds  are  investing  abroad,  but  with  the 
trade  unions  constantly  peering  over 
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Faces  Behind  The  Figures 


their  shoulders  they  must  be  wary  ot 
seeming  to  be  exporting  British  capital. 
"Foreign  investing  is  a  sensitive  sub- 
ject," Singer  says,  admitting  that  his  Post 
Office  fund  has  investments  in  shopping 
centers  and  office  buildings  in  such  cities 
as  Wichita  Falls,  Tex.  and  Minneapolis, 
amcmg  other  places,  and  owns  $120  mil- 
lion in  U.S.  stocks. 

So  in  the  end  it  will  be  mostly  British 
stocks,  like  em  or  not — and  it's  speak  up 
to  management,  like  it  or  not.  "The  small 
investor  is  no  longer  hdfilling  his  tradi- 
tional role  and  the  institutions  are  begin- 
ning to  take  his  place,"  Singer  says. 

Are  the  taxmakers  in  the  U.S.  Con- 
gress listening?  Probably  not,  but  if  they 
are,  they're  most  certainly  hearing  a  por- 
tent of  things  to  come.  ■ 


Here's  How 

If  minority  entrepreneurs  are  to  get  out 
of  the  transmission  shop  league,  they 
will  need  lots  of  venture  capital.  Samuel 
D.  Ewing,  director  of  the  Federal  Sav- 
ings and  Loan  Insurance  Corp.,  and  in- 
vestment banker  Clifton  H.W.  Maloiie>' 
of  Goldman,  Sachs  &  Co.  have  an  impor- 
tant message  for  them:  a  succinct,  tough- 
minded  41-page  booklet  called  Minority 
Capital  Resource  Handbook,  written  by 
the  two  and  published  by  the  Securities 
Industry  Assn.  "We  started  out  to  draw 
up  a  list  of  minority  investment  sources,  " 
says  Ewing.  "But  then  we  saw  that  it  was 
important  to  explain  how  a  deal  is  done, 
how  the  game  is  played.  " 

Among  the  booklet's  pointers: 

•  Be  prepared  to  spend  far  more  time 


FSLI's  Samuel  D.  Eicina 


Playing  it  smart  in  ttie  majors. 


finding  money  than  you  can  imagine. 

•  Don't  begin  without  a  fulK'  devel- 
oped business  plan,  including  capital 
budget,  cash  flow  projection,  risk  analy- 
si.s — in  short,  the  works. 

•  Assume  that  all  the  investors  you 
approach  will  eventually  talk  to  each  oth- 
er about  you  and  your  deal,  so  don't  try 
to  play  one  investor  against  another. 

•  Beware  of  such  types  as  the  "fast 
buck "  investor,  the  investor  who  will 
eventually  push  you  aside,  the  "inves- 
tor "  who  looks  at  deals  but  never  puts  his 
money  on  the  line,  and  so  on. 

"We  want  to  help  people  with  viable 
business  projects,  "  Maloney  says,  "and 
at  the  same  time  discourage  someone 
who  s  ill-prepared  or  ill-suited.  The  idea 
is  to  increase  the  probability  of  success 
among  minority  entrepreneurs.  ■ 


Arnold  Gliincher  of  Pare  Gallery 


Clean  liands  among  tlie  paint  stains. 


Dribbling  Over  Decades 

Last  November,  when  the  New  York 
State  Court  of  Appeals  took  away  the  798 
paintings  (valued  at  up  to  $.5(X).000  each) 
in  the  estate  of  the  late  abstract  expres- 
sionist painter  Mark  Rothko  from  the 
original  executors  and  Frank  Lloyd  s 
Marlborough  Gallery,  every  dealer  who 
could  made  a  beeline  for  Baltimore — 
where  Kate  Rothko.  daughter  of  the  art- 
ist and  the  new  administrator  of  the  es- 


tate, was  attending  Johns  Hopkins  medi- 
cal school. 

Her  choice  to  handle  the  collection: 
Arnold  Glimcher,  owner  of  New  York's 
Pace  Gallery.  Glimcher,  40,  was  just  one 
of  many  New  York  dealers  to  testify  in 
Miss  Rothko's  .$9.2-million  lawsuit,  but 
he  had  never  met  her  in  person.  "We  hit 
it  off  immediately,    Glimcher  says. 

Clearly  it  was  more  than  instant  cama- 
raderie. Glimcher,  who  started  Pace  18 
years  ago  when  he  was  an  art  history 
student  at  Boston  University,  is  an  inno- 
vator in  the  art  business.  Through  his 
gallerv',  he  manages  13  high-priced  art- 
ists like  Louise  Nevelson,  whose  sculp- 
tural wooden  walls  bring  $100,000  and 
up;  and  Jean  Dubuffet,  who  did  the 
white-and-black  creations  on  .Manhat- 
tan's Chase  Plaza.  He  now  employs  23 
people,  two  working  full  time  on  com- 
missions for  corporate  art  averaging 
$300,000. 

What's  he  planning  for  the  Rothko 
estate?  Don  t  plan  on  offering  him  a 
wholesale  price  for  the  whole  thing;  it 
will  be  dribbled  out  onto  the  market 
over  decades.  "The  Rothko  children  and 
I  have  the  same  objectives,  says 
Glimcher.  "They  are  young.  There  is  no 
reason  to  disburse  the  art  quickly.  They 
can  afford  it.  I  can  afford  it.  "  ■ 


Embracing  Regionals 

If  you  want  to  see  a  big-time  banker  do  a 
slow  burn,  try  mentioning  Richard  Chi, 
director  of  Taiwan's  department  of  mon- 
etar>  affairs.  A  38-year-old  University'  of 
California  M  B. A.,  Chi  has  been  throw- 
ing business  to  the  smaller  U.S.  regional 
banks.  Last  month  Chi  further  infuriated 
Chase,  Morgan  and  Citibank  b\  refusing 
a  $200-niillion  loan  the  three  banks  were 
trying  to  line  up  for  Taiwan  Power  Co. 
because  he  didn't  think  the  rates  were 
good  enough. 

What  Chi  is  doing  is  not  only  impor- 
tant because  Taiwan  is  a  big  borrower — 
about  $600  million  from  abroad  this 
year — but  because  his  methods  are  be- 
ing watched  closeK  by  other  nations  to 
see  if  they  should  get  tougher,  too.  Chi 
estimates  that  regional  U.S.  banks  have 
been  responsible  for  syndicating  be- 
tween 25%  and  30%  of  Taiwan's  recent 
foreign  loans.  One  beneficiary  of  Chi's 
strategy  has  been  Republic  National 
Bank  of  Dallas,  which  got  to  raise  $80 
million  for  China  Steel  Corp.  two  years 
ago  and  has  done  several  other  smaller 
syndications  as  well.  The  Industrial  Na- 
tional Bank  of  Rhode  Island,  with  assets 
of  only  S2  billion,  also  has  been  getting  a 
lot  of  business  from  Chi.  'When  credit  is 
easy  you  can  borrow  from  anyone.  "  he 


to  control  insurance  costs 
through  accurate  risk  projection? 

Call  inyour  James 
Account  Executive... 

He'll  put  James' 
financial  research 

specialists 
to  work  for  you. 


roducing  James'  "Service-in-Depth"  concept,  A  nationwide  cadre  of  top- 
iht  financial  research  insurance  specialists  available  to  meet  risk 
a  nagement  and  analysis  needs  -  whatever  they  are.  wherever  they  are 
This  "Service-in-Depth"  concept  is  our  way  of 
v'lng  your  James  Account  Executive-and  you 
;cess  to  experts  in  The  James  Bottom  Line 
■JD^oach-  the  original  and  by  far  the  most 
c  urate  and  comprehensive  method  of 
lentifically  forecasting  risk  potential.  And  of 
3termining  the  most  efficient  and 
:onomical  way  of  "covering"  that  risk, 
mailable  throughout 
le  country— through  your  James 
ccount  Executive, 
'hen  you  contact  James,  an  Account 
xecutive  experienced  in  your  industry 
,  assigned  to  your  company  on  a 
srmanent  basis  He  becomes 
oroughly  familiar  with  your  corporate 
ructure.  yOL/r  operations,  your  unique 
5k  management  requirements. 
Depending  on  your  needs,  your 
ames  Account  Executive  can  bring 
one  or  more  financial  research 
becialists.  We  have  a  Bottom  Line 
■am  of  professionals  -  under  the 
jidance  of  the  originator  of  the 
Dncept-available  in  every  region 
fthe  U.S.  They  will  apply 
rogrammed  trending  data  to  develop  a  projected  loss  analysis  summary 
he  most  appropriate  cost-efficient  risk  management  approach  for  your  situation 
then  determined. 

James'  specialists  are  fully  qualified  to  implement  any  approach  -  Guaranteed 
ost  Insurance.  Retro-rated.  Cash  Flow.  Self-Insurance  or  Captive  Plan. 

For  further  information  on  this  aspect  of  James'  "Service-in-Depth,' 
ontact  your  nearest  James  office  or  write  Dr  Tom  Allen, 
inancial  Research  Division,  Fred.  S,  James  &  Co..  Inc.. 
5  Water  Street,  N  Y  .  N.Y.  10041. 

r  call  him  at  (21 2)  747-6883.  — 


FRED.  S.  JAMES  &  CO.,  INC. 
Insurance  Brokers  Since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World 


Faces  Behind  The  Figures 


Taiwan's  Richard  Chi 


Finding  backers  for  the  long  run. 

says.  "But  if  credit  is  tight,  the  major 
money  center  banks  can  strangle  you. 
Regional  banks  pay  more  attention  to 
traditional  friendships  and  loyalties." 

Chi  has  also  taken  on  the  big  law  firms 
which  prepare  the  documents  for  syndi- 
cated loans.  "Any  legal  firm  can  draft  a 
Eurodollar  loan  very  quickly,  "  he  says. 

Chi  returned  to  Taiwan  in  early  1976 
after  working  in  the  U.S.  as  a  bank  auditor 
for  Peat,  Marwick,  Mitchell  &  Co.  and 
running  his  own  finance  company.  He 
won't  admit  it,  but  his  banking  strategy 
may  be  political  as  well  as  economic;  At  a 
time  when  many  big  banks  are  angling  to 
get  a  lending  foothold  in  mainland  China, 
it  could  be  good  business  to  have  the 
support  of  regional  U.S.  bankers.  ■ 


Seating  Pretty 


The  business  world  of  Manfred  Stein- 
feld,  54,  has  come  full  circle.  In  1954 
Steinfeld  and  a  group  of  investors  bought 
a  struggling  Chicago-based  commercial 
seating  manufacturer  for  $10,000.  Some 
14  years  later  the  company,  Shelby  Wil- 
liams Industries  Inc.,  was  doing  more 
than  $20  million  a  year  and  on  its  way  to 
becoming  the  largest  maker  of  custom 
seating  in  the  country. 

Then  Shelby  Williams — and  Stein- 
feld— took  a  detour.  Steinfeld  suc- 
cumbed to  the  conglomerate  craze  of 
the  Sixties,  and  allowed  his  company  to 
be  swallowed  by  faster-growing  Coro- 
net Industries,  a  Georgia  carpet  maker. 
Coronet  in  turn  was  swallowed  by 
RCA.  Meanwhile,  Steinfeld  began 
yearning  to  get  out  from  under  the 


giant  conglomerate  and  run  his  own 
show  again. 

When  RCA  began  pruning  its  oper- 
ations a  couple  of  years  ago,  Steinfeld 
flew  to  New  York  and  asked  straight 
out:  Would  RCA  sell  him  back  his  com- 
pany? Sure — for  $17  million.  "It  was 
like  beginning  all  over  again,'  says 
Steinfeld  with  a  huge  smile.  ■ 


Manfred  Steinfeld  of  Shelby  Williams 
The  second  time  around. 

Tiger  into  Trucics? 

"The  only  difference  between  a  jet 
freighter  and  a  truck  is  that  one  moves 
cargo  on  the  public  airways  and  the  other 
on  the  public  highways,  "  says  Wayne  M. 
Hoffman,  the  55-year-old  rangy,  silver- 
haired  chairman  of  Tiger  International, 
Inc.,  holding  company  for  the  Flying 
Tiger  Line.  Hoffman  is  trying  to  get 
Congress  to  let  him  rriove  full-fledged 
into  trucking. 

Since  the  passage  of  Public  Law  95- 
163  last  November,  Flying  Tiger  has 
been  aggressively  expanding  its  air- 
freight operations — into  eight  new  cities 
so  far,  including  Houston,  Atlanta  and 
Charlotte,  N.C.  But  Hoffman  has  bigger 
plans.  Now  he  wants  to  own  a  full- 
fledged  trucking  company  that  can  give 
door-to-door  service. 

The  Civil  Aeronautics  Board  has  al- 
ready granted  Flying  Tiger  permission  to 
make  pickups  and  deliveries  within  25 
miles  from  the  airports  it  serves.  Hoff- 
man, however,  is  pushing  to  operate  an 
entire  fleet  of  trucks  and  use  them  not 
only  as  a  sideline  to  Tiger  International  s 
air-cargo  business  but  as  a  separate  busi- 
ness altogether,  running  local  and  over- 
the-road  units. 


In  testimony  before  the  Senate  Judi- 
ciary's Subcommittee  on  Antitrust  & 
Monopolies  last  month,  Hoffman 
pressed  his  case:  "Transportation  compa- 
nies should  be  free  to  acquire  other  car- 
riers where  such  acquisition  promotes 
competition  and  efficiency,  or  to  expand 
their  own  operations.  " 

Having  given  up  on  earlier  efforts  to 
take  over  Seaboard  World  Airlines,  an- 
other air-freight  carrier  of  which  Tiger 
owns  10%,  Hoffman  is  obviously  looking 
for  the  kind  of  diversification  that  will 
enable  his  company  to  sustain  its  strong 
earnings  performance. 

Revenues  for  1977  were  up  20%  to 
$515  million,  and  net  income  jumped 
41%  to  $29  million.  For  this  year's  first 
quarter,  revenues  were  up  30%  and  net 
income  reached  $5  million  compared 
with  $611,000  for  the  comparable  period 
last  year. 

Though  other  airlines  such  as  Ameri- 
can and  United  also  have  limited  truck- 
ing operations,  nobody  is  pushing  as 
hard  as  Hoffman  to  move  out  of  one 
segment  of  transportation  and  into  the 
whole  business.  After  all,  as  a  lot  of 
people  have  observed  about  railroads — 
mostly  too  late  to  benefit  them  in  any 
way — they  should  have  thought  of  them- 
selves as  marketers  of  transportation,  not 
players  with  trains.  ■ 


Tiger  International s  Wayne  Hoffman 
Pushing  for  the  overland  trail. 


When  a  business 
raises  dividenck 
br  /straight  years, 
lake  a  doserlook. 

Ii  1978,  dividends 
|creased  forthe  seventh 
:raight  year.  We  also 
aid  our211th  consecutive 
'  ash  dividend. 

In  addition,  we 
ontinue  to  put  our 
loney  where  the  growth 
;,  primarily  in  packaging 
nd  graphics,  to  take 
dvantage  of  specific 
ew  growth  and  profit 
pportunities  in  these 
usinesses.  We  are  also 
ivesting  businesses 
ot  in  keeping  with 
:)ng-range  growth  and 
irofit  objectives. 

Take  a  closer  look  at 
iemis.  Call  or  write  our 
I'ice  President-Finance 
br  current  annual  and 
luarterly  reports.  Or 
iontact  your 
tockbroker. 

(emis  Company,  Inc. 
00  Northstar  Center 
Minneapolis,  Minnesota  55402 
312)  340-6010 


Ed  Hitchcock  is  likely  to  be  found  with 
his  quarterhorse,  Ike,  when  he's  not  in  the 
showroom  of  his  Oldsmobile  dealership.  "I 
think  TV  Guide  is  probably  a  very  good 
medium  for  advertising  automobiles,  as  well 
as  anything  else^  he  says.  "If  everybody 
spends  as  much  time  with  it  as  the  members 
of  my  family  do,  if  s  got  to  be  getting  its 
message  across!' 


Dealing  in  commercial  real  estate, 
Judi  Butterworth  is  taking  part  in  the  area's 
land  boom.  She  had  this  to  say  about 
TV  Guide:  "In  Phoenix  we're  in  the  middle  of 
the  desert.  When  I  read  TV  Guide,  it 
makes  me  feel  a  little  more  in  contact 
with  the  world.  Television  is  such  an 
unbelievably  great  influence  on  people;  of 
course,  a  national  magazine  is  needed'.' 


Jimmy  Walker  is  president  of  the  Phoenix 
Racquets  professional  tennis  team.  When  we 
caught  him  at  center  court,  he  told  us, 
"TV  Guide's  really  on  target,  and  that  means 
a  lot  to  me.  It  always  seems  to  give  an 
extra  insight,  more  depth,  and  a  better 
meaning,  concisely.  It  saves  me  a  lot  of 
time,  and  to  me,  saving  time  is  an  investment'.' 


Dan  Scarpone  is  the  advertising  super- 
visor for  the  Salt  Fliver  Project,  the  water  and 
electric  utility.  Its  campaign  featuring  safety 
tips  for  the  whole  family  has  been  featured  m 
TV  Guide  over  the  years.  "We've  always 
found  it  to  be  a  good  advertising  medium" 
Dan  says.  "It  seems  everybody  I  talk  to 
reads  TV  Guide.  More  people  mention 
that  they  saw  our  ads  in  TV  Guide  than  they 
did  anywhere  else!' 


osc 
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Just  about  everywhere  you  go  across  the  country 
Americans  like  our  style.  Almost  20  million  families  see  TV  Guide 
as  something  special,  a  friend  to  be  welcomed  at  home. 

This  week,  nearly  43  million  adults  will  rely  on  our  point  of 
view  and  the  way  we  write  about  television. 

America  leadst 
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They  tell  me  things  I  dont  know^' 

Phoenix  is  one  of  the  fastest  draws  in  the  West.  With  294  days 
)f  sunshine  a  year,  the  city  offers  a  stimulating  atmosphere  of  growth, 
ts  residents  like  to  be  part  of  the  action.  Their  time  is  precious.  We  talked 
J  some  of  them,  and  asked  them  how  TV  Guide  fits  into  their  busy  lives. 

To  cowboy  artist  Johnny  Hampton,  Phoenix's  past  is  just  as 
important  as  its  present.  He  likes  his  paintings  to  be  honest  and 

authentic.  He  feels  the  same  way  about  TV  Guide.  "The 
articles  are  interesting,  informative,  and  knowledgeable','  he  says. 

"They  tell  me  things  I  don't  know  and  I'm  interested  in. 

There^s  no  other  magazine 
like  it  I  know  ofi^ 


1 


It's  an  active  audience  that  treats  your  campaign  budget 
jht— by  delivering  the  most  readership  your  ad  dollar  can  buy 
nong  major  magazines. 

That  means  your  ads  work  harder  and  your  sales  come   

ster  Sell  to  America  in  America's  best  selling  magazine. 
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Money  And  Investments 


Money  And  Investments 


A  Dangerous  Precedent 


f  !()USIN(;  IS  BKINC;  SI'AHKO  the  usual  ravaj^cs  of'tij^lit  money  this 
year  because  ol  a  simple  rej^ulatory  ehanj^e:  'I'lirift  institutions 
are  beinj^  allowed,  (or  the  first  time,  to  oHer  interest  rates  on 
saviiif^s  that  are  competitive  with  those  of  money  markets. 
(Uhh\  news  for  prospective  home  buyers,  the  housing  industry 
an(f  for  the  economy,  which  needs  strong  liousing  to  sustain 
the  recovery.  But  there  are  some  scary  implications. 

Wliat  has  happened  is  this:  Beginning  in  June,  about  thre<'- 
lourths  ol  all  the  thrifts  in  the  country  began  offering  a  new 
Money  Market  ( iertificate,  or  MM(;,  that  matures  in  182  days 
and  pays  interest  e(|ual  to  that  on  the  last  auction  of  si.x-month 
I'reasury  bills  plus  '/i  of  1%.  Tlu'  results  have  been  spectacular. 

By  Aug.  10  about  240  of  the  largest  federally  chartered  S&Ls 
had  issued  $6.2-billion  worth  of  MMCs,  with  an  estimated  40% 
or  n)ore  of  it  constituting  "new  money" — new  savings,  not  just 
transfers  from  lower-()aying  certificates  of  passbook  accounts. 
As  a  result,  the  net  flow  of  new  savings  this  (juarter  will 
probably  be  double  the  levels  of  either  of  the  first  two  this 
year,  despite  a  continuing  rise  iu  short-term  interest  rates.  At  a 


time  when  savings  normally  would  have  been  flooding  out  the 
thrifts  in  response  to  higher  yields  elsewhere,  they  are  flooding 
in  (sec  chart). 

Off  icials  at  the  Federal  Reserve  and  the  Federal  Home  Loan 
Bank  Board  are  plea.sed  as  punch  with  the  way  the  MMCs  are 
working.  So  are  Carter  Administration  economists  who  had 
been  deeply  worried  that  the  Fed  s  monetary  policy  course 
would  knock  housing  dead  by  early  next  year.  Fed  officials  say 
they  can  find  no  indication  that  the  "new  money"  is  being 
sucked  out  of  time  deposits  at  commercial  banks,  while  the  folks 
at  FHLBB  are  simply  happy  to  see  the  thrifts  get  the  cash. 

Because  of  the  success  of  the  Money  Market  (Certificates,  the 
thrifts  are  not  cutting  back  on  making  mortgage  commitments. 
Consumers,  for  their  part,  seem  convinced  that  the  cost  of 
houses  will  keep  on  rising  faster  than  prices  generally,  so 
mortgage  inter<'st  rates — on  average,  the  highest  in  history — 
are  no  bar  to  buying  (sec  chart).  When  you  add  in  the 
deductibility  of  mortgage  interest  and  property  taxes,  which 
will  together  reduce  federal  personal  income  of  home  owners 


Breaking  Tradition 

In  the  past,  when  short-term  interest  rates  rose,  new  sav- 
ings receipts  at  thrift  institutions  dropped.  Since  June,  with 
the  right  to  pay  market  rates,  that  tie  seems  broken. 

$12  Savings  receipts  ii.icu-,!  H.ite'.  10 

(Sbillions-seasonally  adjusted) 

Net  New  Savings  Receipts 
At  FSLIC-lnsured  Savings  Associations 


Average  Interest  Rata  On  New 
Issues  Of  91-Day  Treasury  Bills 


I  I  I 


_l  u 


■71  '72         '73  '74  '75         '76         '77  '78 

Data:  Federal  Home  Loan  Bank     'Estimate  based  on  flows     tEstimate  based  on  first 
.         Board  and  Treasury  Dept.       through  mid-August  eight  auctions  in  quarter.^ 
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The  Economy 


by  nearly  $10  billion  ibis  year,  housing  looks  likt>  a  i)aigain.  In 
addition,  increasing  numbers  of  people  born  in  the  postwar 
baby  boom  are  reaching  ages  at  which  families  typically  be- 
come home  owners.  This  demographic  pressure  on  demand 
will  be  there  for  years  to  come. 

So,  what  are  we  complaining  about?  What  are  the  scary 
implications?  Just  this:  What  happens  next  time  there  is  a  need 
to  cool  the  economy?  In  allowing  tlu'  housing-related  savings 
institutions  to  compete  freely  for  money,  the  government  is 
abandoning  one  of  the  best  tools  it  had  for  reducing  excess: 
inflationary  demand. 

It  has  not  been  the  inability  or  unwillingness  of  most  home 
buyers  to  pay  high  mortgage  interest  rates  that  has  caused  the 
housing  market  to  dry  u|)  in  times  past.  It  has  been  the  sheer 
inability  of  housing  IcikKms  to  attract  funds  that  they  lould 
relend  and  that  was,  as  the  MMds  are  demonstrating,  largely  a 
function  of  the  lid  on  the  rates  they  could  pay  on  .savings.  With 
a  30-year  mortgage,  higher  rates  don't  make  that  much  differ- 
ence in  a  monthly  payment.  Housing  buyers  certainly  will  be 


able  to  comiJt-tc  with  other  potential  borrowers,  and  their 
security  is  often  far,  far  b(!tter  to  boot.  The  only  practical  way 
to  stop  people  from  buying  and  building  houses  is  to  mak<'  it 
impossil)l("  for  tiiem  to  borrow.  As  we  said,  it's  a  good  idea  this 
time  to  keep  housing  strong,  but  next  time?  With  the  prece- 
dent on  the  books,  would  liie  politicians  stand  idly  by  knowing 
that  there  is  a  way  to  insulate  housing  lioin  light  money? 

And  will  they,  once  they  have  insulated  housing,  be  able  to 
resist  the  cries  for  help  from  small  businessnuMi?  From  hard- 
pressed  numicipalities?  From  big  em|)loyers  who  are  threat- 
ened with  bankruptcy?  In  short,  if  housing  isn't  made  to  bear 
the  brunt  of  a  tight-mon<'y  jjolicy,  who  will  be? 

Yes,  we  know.  Mousing  is  like  a])ple  pie  and  motherhood 
used  to  b(^ — the  lieart  of  the  American  dream.  But  most 
families  can  j^ut  off  buying  a  new  house  lor  a  good  many 
months  with  little  hardship.  And  lo  insulate  housing  from  the 
impact  of  light  money  is  to  give  up  one  of  the  bi'st  tools  the 
Feds  have  for  preventing  booms  from  expanding  into  busts.  ■ 

— John  Berry 


Housing  Numbers 

Single-family  housing  starts  are  tfie  highest  in  history  this 
year  even  though  mortgage  interest  rates  are  at  their  peak, 
too.  Continuing  high  inflation  is  one  reason  why. 


Housing  Starts 
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'Change  from  preceding  quarter  saasonally  adjusted  compound  annual  rote. 
Data:  Census  Bureau   tJuly  only 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


As  The  Dollar  Goes . . 

By  Ben  Weberman 

".  .  .  This  strengthening  could  lead  to  a 
massive  rally  in  the  bond  market,  sharply 
higher  prices,  lower  yields  .  .  ." 


I  here  s  a  giant  poker  j^ainc  going  on 
right  now  hctwcen  the  central  hankers  of 
the  world  (and  especially  our  own  Fed) 
and  speculators  who  are  bearish  on  the 
U.S.  dollar.  The  speculators  have  plenty 
of  chips — among  them  are  the  great  mul- 
tinational corporations — but  right  now 
I  d  bet  on  the  central  bankers.  The  cen- 
tral bankers  simply  are  holding  a  stron- 
ger hand. 

True,  they  were  caught  napping  by 
the  latest  round  of  declines  in  the  dollar. 
When  the  dollar  leveled  off  in  late  1977, 
the  Fed  figured  that  the  speculators  had 
had  enough.  But,  after  laying  low  for 
about  si.x  months,  nuiltinational  corpora- 
tions and  bank  trading  desks  mounted 
another  major  bear  raid,  which  generat- 
ed a  great  deal  of  momentum.  The  dollar 
fell  against  the  German  mark,  the  Swiss 
franc  and  the  British  pound  as  well  as  the 
Japanese  yen. 

The  U.S.  Federal  Reserve  and  the 
Charter  Administration  waited  on  the 
sidelines  for  the  raid  to  run  its  course. 
This  was  a  mistake.  By  mid-August  it  was 
clear  that  the  decline  in  the  dollar  was 
feeding  on  itself  and  that  official  inter- 
vention was  necessary  to  halt  it.  The 
intervention  has  begun — not  massively 
but  on  a  kind  of  jab  and  fend  basis,  the 
object  being  to  tumerve  the  bear  raiders. 
For  example,  there  was  the  announce- 
ment that  Fed  member  banks  could 
bring  Eurodollars  into  this  country  and 
lend  them  out  without  having  to  deposit 
reserves — a  small  but  significant  move  to 
make  it  worthwhile  for  banks  to  bring 
money  back  to  this  coimtry.  This  fol- 
lowed the  increase  in  the  discoimt  rate, 
specifically  for  the  purpose  of  strength- 
ening the  dollar.  Next,  I  look  for  big  Fed 
trading  intervention.  The  news,  too,  is 
running  against  the  bears.  They  thrive 
on  high  federal  deficits,  but  the  next 
voice  you  hear  from  Washington  will  be 
saying  that  the  federal  deficit  is  lower 
than  expected. 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


I  am  told  by  people  in  the  know  that 
the  Administration  plans  to  get  tougher 
with  the  unions  on  pay  raises.  Everyone 
is  worried  about  the  kind  of  raise  the 
Teamsters  will  demand.  Look  for  the 
Administration  to  use  the  Employee  Re- 
tirement Income  Security  Act  to  threat- 
en this  obstreperous  union — which  is, 
after  all,  (juite  vulnerable  in  terms  of 
corruption  and  pension  abuses.  Produc- 
ers prices  would  be  held  to  6%  in- 
creases— less  productivity  gains.  Tough- 
ness would  be  evenhanded. 

With  all  this,  I  look  for  a  gradual 
strengthening  of  the  dollar.  This 
strengthening  could  lead  to  a  massive 
rally  in  the  bond  market — shaqoly  higher 
prices,  shaiply  lower  yields.  In  recent 
months  the  bond  market  has  acted  a 
good  deal  stronger  than  the  dollar.  News 
that  might  otherwise  have  ordinarily 
sent  bond  prices  down  has  been  ignored. 

When  people  read  that  the  dollar  is 
now  held  in  contempt  in  much  of  the 
world,  it  reinforces  their  own  inflation- 
ary expectations;  their  will  to  resist  high- 
er prices  is  sapped.  But  it  works  the 
other  way,  too.  When  the  dollar 
strengthens,  self-fulfilling  inflationary 
expectations  are  reduced.  Once  the  dol- 
lar stabilizes — ami  stabilize  it  will,  have 
no  doubt — inflationary  expectations  will 
be  deflated. 

The  pessimists  still  give  great  weight 
to  the  prospect  of  successive  tightening 
of  credit  by  the  Fed,  with  rising  short- 
term  rates.  They  forget  that  this  is  aimed 
at  strengthening  the  dollar,  not  at  curb- 
ing a  runaway  boom  at  home.  They  ig- 
nore the  softness  of  the  domestic  econo- 
my (low  level  of  capital  spending,  mo- 
derating home  building,  sluggish  retail 
sales)  that  will  make  it  difficult  for  the 
Fed  to  continue  to  tighten.  The  im- 
proved trade  and  balance-of-payments 
position  of  the  U.S.  (Forbes,  Sept.  4) 
will  also  permit  some  relaxation  of  do- 
mestic short-term  interest  rates. 

I  stand  by  my  forecast  that  interest 
rates  should  peak  out  in  the  U.S.  some 
time  during  the  third  quarter  of  this 


year,  sliding  easil\-  at  first  and  then  fall- 
ing dramatically  during  1979.  Those  who 
look  for  tight  money  and  1974-75  level 
interest  rates  are  ignoring  the  very  big 
differences  between  1978-79  and  then. 

What  does  all  this  mean  for  the  practi- 
cal investor  or  money  manager?  For  one 
thing,  he  will  have  to  face  the  fact  that 
the  bond  market  will  fluctuate  rather 
widely  as  the  poker  game  over  the  dollar 
goes  first  one  way,  then  another.  Re- 
member what  happened  this  summer: 
Long-term  Treasuries  carried  peak 
yields  of  8.73%  in  mid-July,  then  within 
a  few  weeks  prices  rose  (and  yields 
dropped)  so  fast  that  the  yield  was  only 
8.36% — a  difference  of  3V2  points  on  a 
22-year  bond.  After  that,  prices  went 
down  again  and  then  up  again.  So  timing 
is  important.  And  so  are  steady  nerves. 

There  is  also  the  problem  of  maturity 
selection.  Normally  the  shortest  maturi- 
ty carries  the  lowest  rate  of  return,  with 
the  yield  rising  as  rnaturit>'  of  the  issue 
lengthens;  an  investor  pays  a  price  for 
liquidity  (by  accepting  a  smaller  return). 
Such  is  not  the  case  right  now.  The 
pervasive  desire  of  institutional  portfolio 
managers  to  pin  down  yields  for  an  ex- 
tended period  of  time  by  purchasing 
longer  issues  has  generated  a  demand  for 
long-terms  that  exceeds  supply.  The  re- 
sult is  that  a  2-year  and  a  40-year  note 
today — and  all  maturities  in  between — 
carry  almost  the  same  8.4%  yield. 

As  an  investor,  I  would  place  part  of 
my  funds — perhaps  up  to  50% — in  long- 
term  Treasuries,  and  then  spread  the 
remainder  between  the  two-year  and  the 
four-year  maturities.  These  shorter  is- 
sues carry  an  e(}ually  generous  yield  to 
the  long-term  bond,  but  they  would  be 
insurance  against  the  possibility  that  the 
Administration  is  unsuccessfiil  in  moder- 
ating wage  demands  and  price  increases 
next  year.  If  I  am  correct,  the  shorter- 
term  money  would  have  to  be  reinvested 
at  maturity  in  two  years  and  four  years  in 
substantially  less  generous  fixed-income 
issues.  But  then,  any  sensible  man 
hedges  his  bets.  ■ 
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lOP  pioneered  the  antipollution  catalyst  and  is  now 
applying  Ford,  Chrysler  Fiat,  Mazda,  Porsche  and 
)atsun.  Engineered  products,  environmental  control 
nd  worldwide  energy  continue  strong.  Previously 
)0,5%  owned  by  Signal,  UOP  became  wholly  owned 
»n  June  1,  Its  contribution  to  Signal's  first-half  earnings 
ms  $9.0  million  -  up  36%  over  1977 

aARRETT  expertise  in  turbocharging,  once  confined  to 
.ircraft.  truck  and  other  engines,  is  now  moving  into  the 
amily  car  Garrett  turbochargers  are  now  in  production 
or  Buick,  Mercedes  and  Saab.  Strong  demand  in  all 
)ther  Garrett  markets,  with  a  record  backlog  of  $1  billion, 
inabled  Garrett  to  contribute  $20.9  million  to  Signal  s 
rst-half  earnings- up  29%  over  the  1977  record, 

i/IACK  has  increased  its  share  of  the  total  North 
\merican  market  for  heavy-duty  (Class  8]  diesel  trucks 
0  22.9%,  The  backlog  for  the  new  Mack  Western 
>uperliner  is  more  than  double  the  original  projection 


When  UOPhelps 
six  of  the  world's 
automakers 
clear  the  air, 
Signal  earnings 
^-thrive. 
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And  Mack  retains  a  commanding  lead  in  U.S,  exports 
of  Class  8  diesel  trucks.  The  result  has  been  an 
unprecedented  six  months  for  Mack:  first-half  earnings 
lumped  to  $39  7  million 

GOLDEN  WEST  BROADCASTERS  (50  1%  owned  by 
Gene  Autry  49  9%  by  Signal)  increased  its  first-half 
earnings  contribution  by  51%  overt  977  It  s  part  of  a 
highly  profitable  group  of  other  Signal  investments  and 
operating  units,  which  includes  real  estate  and  shipping. 
This  group  earned  $9.9  million  in  the  first  half  of  1978 

It  all  adds  up  to  a  record  six  months  for  Signal.  Sales  are 
up  21%  to  $1.79  billion.  And  first-half  earnings,  at  $76 
million,  broke  the  record  set  in  1977  by  65%,  Signal's 
command  of  advanced  technology  in  all  units,  has 
now  enabled  us  to  put  together  eight  consecutive 
quarters  of  record-breaking  earnings,  compared  to 
corresponding  periods.  Our  success  is  creating  the 
capital  for  future  Signal  successes. 


I  or  a  copy  of  our  annual  report  write 
Ihe  Signal  Companies  Inc  ,9665  Wilshire  Boulevard 
ir^v^rly  Hills  California  90212    Ticker  Symbol  SGN 


The  Signal  Companies 

One  Signal  success  leads  to  another 


Money  And  Investments  Market  Comment 


The  Art  Of  Accumulation 

By  Lucien  O.  Hooper 

"...  A  stocknik  is  to  the  stock  market 
what  an  alcoholic  is  to  a  saloon  keeper  .  .  /' 


I  his  is  a  good  time  to  rtMniiul  those 
who  were  fortunate  enough  to  buy  the 
right  stocks  at  the  right  time  earHer  this 
year  that  the  most  successful  long-pull 
investors  usually  take  their  losses  early 
and  let  their  profits  run.  This  tends  to 
make  them  investors  rather  than  gam- 
blers, smaller  income  tax  payers  and  ac- 
cumulators instead  of  mere  "stockniks.  " 
You  know  a  stocknik  is  to  the  stock  mar- 
ket what  an  alcoholic  is  to  a  saloon  keep- 
er. A  stocknik  always  trades  too  much. 
He  usually  is  more  profitable  to  the 
broker  than  the  broker  is  to  him. 

Most  of  the  public  investors  are  not 
smart  enough,  talented  enough,  shrewd 
enough  and  disciplined  enough  to  become 
good  stock  traders;  and  no  one  ever  buys  at 
the  bottom  and  sells  at  the  top  except  by 
accident.  If  this  were  possible,  there 
would  be  more  millionaires,  and  the  cap- 
ital-gains tax  yield  would  be  so  high  as  to 
make  all  other  taxes  unnecessary. 

Of  course,  there  is  no  generalization 
that  always  works,  but  I  have  found  this 
is  a  good  recipe  for  wealth: 

1)  Save  a  given  amount  of  money,  or 
more,  every  month,  whether  you  can 
afford  to  do  it  or  not. 

2)  Biiij  the  stocks  that  are  of  better 
<(ualit) ,  which  are  usually  issues  that  sell 
for  many  ilollars  rather  than  for  a  few 
dollars  per  share. 

3)  Sell  the  stocks  that  go  down  (make 
Uncle  Sam  share  your  mistakes)  and 
keep  the  stocks  that  go  up  (keep  Uncle 
Sam  out  of  your  pocket). 

4)  Rriiivcsf  all  dividends,  which  means 
never  spend  a  dividend,  so  you  can  take 
advantage  of  the  miracle  of  compound 
interest. 

This  recipe,  of  course,  is  for  one  who 
wants  to  build  an  estate  rather  than  for 
someone  who  invests  for  income  or  who 
speculates  for  cpiick  profits,  which  all  too 
often  quickly  fritter  away. 

Of  course  there  will  be  times  when 
this  formula  won't  work  for  a  vear  or  two; 


Lucien  O.  Hooper  is  vice  president  of  the 
NYSE  firm  of  Thomson  McKinnon  Securities. 


but  if  you  stick  to  it,  over  5,  10  or  15 
years  (any  period  of  that  length),  it  al- 
most inevitably  will  turn  out  to  be  mirac- 
ulously profitable. 

This  is  an  unorthodox  investment  en- 
vironment, because  the  institutions  have 
too  much  cash  and  because  it  is  begin- 
ning to  be  recognized  that  common 
stocks  arc  a  hedge  against  inflation.  In- 
vestors should  realize,  however,  that  the 
gyrations  in  the  dollar,  monkeying  with 
interest  rates  and  the  acknowledged  fact 
that  you  can't  look  five  or  ten  years  ahead 
without  wondering  what  will  happen, 
creates  a  bumpy  stock  market  every  now 
and  then. 

What  I  am  saying  is  that  I  expect  high 
prices;  but  I  think  there  are  sure  to  be 
interruptions  in  the  upward  trend.  My 
guess  is  that  whenever  the  market  looks 
as  if  it  is  going  through  the  floor,  it  will 
go  up.  And  whenever  you  feel  the  mar- 
ket is  going  through  the  roof  right  away, 
it  won't. 

In  judging  the  significance  of  the 
search  for  oil  in  the  Baltimore  Canyon, 
and  news  about  what  is  happening  there, 
remember:  1)  It  will  be  five  years  or 
more,  at  best,  before  the  Baltimore  Can- 
yon makes  any  important  contribution  to 
our  supply  of  gas  and  oil,  no  matter  how 
much  is  found.  2)  There  will  have  to  be 
an  epidemic  of  discoveries  before  it  is 
definitely  established  that  the  area  is  a 
prolific  new  field  like  the  North  Sea.  3) 
Earnings  of  the  oil  companies  will  not 
reflect  production  from  this  area  earlier 
than  1984  or  1985.  4)  The  per-share  sig- 
nificance of  discoveries  will  not  be  as 
important  to  the  big  companies  like 
Exxon,  Texaco  and  Mobil  Oil  as  to  some 
of  the  smaller  companies.  5)  All  this 
search  for  oil  will  be  reflected  more 
(juickly  in  the  earnings  of  some  oil-relat- 
ed companies  than  in  those  of  the  oil 
companies  themselves. 

In  connection  with  the  latter  point, 
the  more  the  oil  industry  is  encouraged 
by  initial  discoveries  to  develop  the  Bal- 
timore Canyon,  the  more  money  will  be 
made  by  the  offshore  drillers  like  Read- 


ing 6  Bates  (27)  and  Global  Marine  (18)| 
and  by  companies  like  NL  IndustriesVi 
(22),  Halliburton  (73),  Schlumberger  (87)|| 
and  Gearhart-Owen  (35),  to  name  a  few. 
It  would  take  a  tremendously  large  newjl 
field  to  do  much  for  the  per-share  earn- 1 
ings  of  a  huge  company  like  Texaco,  but  I 
for  smaller  companies  like  Freeport  Min- 
erals (28)  or  Murphy  Oil  (49),  the  effects  I 
of  such  a  find  would  be  correspondingly 
greater. 

The  old  adage  about  an  ill  wind  always i 
helping  somebody  is  applicable  to  the 
television  set  makers  such  as  RCA  (32), 
Zenith  (18)  and  North  American  Philipsk 

(31)  .  The  U.S.  manufacturers  of  televi- 
sion sets  now  can  compete  much  more 
effectively  with  Japan  because  of  the| 
higher  yen  and  the  lower  dollar.  To  some  I 
extent,  the  same  reasoning  would  applyl 
to  U.S.  automobile  makers  in  competing] 
against  Japanese,  German  and  British] 
imports. 

Two  weeks  ago  1  suggested  the  possi- 
bility of  a  higher  Seaboard  Coast  Line 

(32)  dividend.  I  am  now  informed  that| 
this  is  improbable  because  there  may  be 
obstacles  to  increasing  the  take-home  in- 
come from  the  Louisville  &  Nashville  | 
Railroad. 

The  high  cost  of  lumber  is  a  factor  in 
the  creation  of  the  shortage  in  cement  on 
the  Pacific  Coast — which  shortage  is  now 
spreading  toward  the  East  Coast.  Some 
people  regard  National  Gypsum  (21)  and 
U.S.  Gypsum  (32)  as  investment  vehicles 
in  which  to  take  advantage  of  rising  ce- 
ment profits. 

Corporate  managements  are  finding 
more  and  more  ways  to  thwart  takeover 
attempts.  Some  of  the  opposition  often 
is  due  in  part  to  a  fear  of  drastic  person- 
nel dismissals.  The  weak  dollar  is  a 
rather  neutral  influence  on  corporate 
earnings,  according  to  most  textile  ex- 
ecutives. Since  the  bulk  of  our  shoes  are 
now  imported  from  Italy  or  Spain,  that 
industry  may  be  helped  a  little  because 
of  this  weakness.  The  television  and ! 
electronics  industries,  of  course,  will  be 
helped  more.  ■ 
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Money  And  Investments  StOCk  CoiTIITieiltS 


The  New  Euphoria 

By  Heinz  H.  Biel 

.  .  It  is  fun,  for  a  change,  to  see 
some  big  and  quick  profits  .  . 


visitor  to  Switzeilaiul  may  have 
paid  about  50  francs  for  a  good  dinner 
last  year.  Translated  into  dollars,  this 
was  a  little  less  than  $21.  The  same 
dinner  check  today  would  set  you  back  as 
much  as  $32,  an  increase  of  50%  in  just 
one  year.  This  is  a  sliattering  experience. 
This  is  worse  than  what  tlie  Hritisli  went 
through  when  their  pound  sterling  was 
crumbling  day  after  day,  until  North  Sea 
oil  came  to  the  rescue. 

The  hard  currency  countries  are  bene- 
ficiaries of  the  dollar  weakness,  but  only 
in  some  respects.  They  pay  less  for  what- 
ever they  have  to  import,  especially  oil, 
but  it  obviously  hurts  their  exports. 
Worst  of  all,  anyone  who  used  Swiss 
francs  to  buy  American  stocks  a  year  ago 
now  has  a  loss  of  some  30%,  despite  the 
rise  in  stock  prices  during  that  period. 

The  dollar  is  probably  oversold  right 
now,  but  unless  we  show  determination 
and  willingness  to  throw,  if  necessary, 
tens  of  billions  oldollars  into  the  breach, 
the  erosion  of  coiifideuee  will  continue. 
Palliative  measures  like  selling  a  few 
hundred  million  dollars  worth  of  gold 
just  won't  do  it.  As  the  rising  cost  of 
imports  tends  to  aggravate  our  inflation, 
the  dollar's  present  undervaluation  will 
be  only  a  passing  phas(\ 

It  may  seem  strange,  but  the  worse 
things  got,  the  more  eu])horic  the  stock 
market  became.  The  traditional  suunner 
rally  has  turned  into  an  impressive  bull 
market.  This  change  in  sentiment  was 
not  caused  by  a  dramatic  improvement 
in  the  business  outlook  or  any  startling 
l)olicy  change'.  It  was  simply  the  realiza- 
tion that,  despite  the  risks  and  vicissi- 
tudes of  the  market,  it  might  be  better  to 
own  stocks  of  good  companies  than  dol- 
lar-denominated investments. 

Choosing  the  minor  evil  usually  does 
not  evoke  a  great  deal  of  enthusiasm,  but 
the  stock  market  is  different.  It  feeds  on 
its  own  success  and  when,  after  a  rise  of 
150  points,  the  Dow  theorists  finally  pro- 

llciuz  II.  Bid  i.v  a  vice  president  of  ihc  NYSE 
firm  ofjanncy  Monttiouwry  Scott. 


claim  this  to  be  an  honest-to-God  bull 
market,  optimism  w;ixes  even  more 
strongly.  Besides,  it  is  fun,  for  a  change, 
to  see  some  big  and  (luick  profits.  The  fly 
in  the  ointment  is  that  it  now  takes  a  full 
year  for  capital  gains  to  attain  long-term 
status,  and  I  am  not  sure  that  the  market 
will  be  so  acconunodating. 

In  its  euplioric  state.  Wall  Street  is  not 
especially  di.scriminating.  When  as  man\ 
as  .500  New  York  Stock  I'',xchange  stocks 
can  reach  new  12-month  highs  in  a  single 
week,  it  seems  less  important  what 
stocks  you  own  than  that  you  do  own 
stocks.  However,  this  random-walk  ap- 
proach, although  valid  temporarily,  is 
dangerous  in  the  long  rim.  While  a  trad- 
er can  afford  to  be  more*  concerned  with 
a  stock's  volatility  than  its  quality,  an 
investor  should  not  lower  his  standards. 
Over  a  period  of  time  better  results  are 
usually  attained  by  limiting  risks  and 
avoiding  serious  losses  than  by  trying  for 
the  jackpot  all  the  time. 

If  your  i)resent  stock  portfolio  is  too 
defensive  for  this  inflationary  climate, 
you  should  season  it  a  bit  by  adding 
good-quality  growth  stocks.  Yes,  it  is  the 
same  reasoning  you  heard  a  few  years 
ago.  Even  many  of  the  same  stocks  arc 
being  suggested.  There  is  one  vast  differ- 
ence; They  are  not  selling  at  40  or  .50 
times  earnings,  as  was  the  case  in  1973 
before  the  great  adjustment  began.  The 
present  multiple  of  these  stocks,  al- 
though often  higher  than  that  of  the 
stock  market  averages  (about  ten  for  the 
Dow  at  present),  rarely  reaches  20. 

Dividend  yields  are  minuscule,  of 
c-ourse,  on  growth  stocks,  but  inconu- 
should  not  be  tlu-  decisive  reason  for 
stock  selection.  What  proportion  of  a 
portfolio  should  be  invested  in  low-yield- 
ing and  by  now  fairly  high-risk  growth 
stocks  must  be  determined  by  the  indi- 
vidual investor's  reciuirements.  Here  are 
some  stocks  I  like: 

While  the  BO-odd-point  advance  in  In- 
ternational Bm.vihc.v.s  Sfacliiiiis  looks 
huge,  it  is  up  "only  "  about  'ZH'/c  liom  its 
low.    Far    greater    gains    have  been 


achieved  this  past  year  by  stocks  like 
Hom'tjiii'll .  \'CR  or  Xerox,  not  to  men- 
tion Control  Data.  AW  these  companies 
are  better  and  stronger  than  they  were 
five  years  ago,  yet  their  price/earnings 
ratios,  averaging  less  than  11.  are  cer- 
tainly not  excessive. 

Texas  In.strunienta  has  been  the  world 
leader  in  semiconductors  lor  many  years. 
In  this  highK  solatih'  iudustr\-  it  has 
been  more  successful  than  its  competi- 
tors in  keeping  earnings  on  a  fairh'  even 
keel.  A  multiple  of  16  seems  warranted 
for  a  stock  of  such  excellent  ciuality. 
However,  if  you  can  afibrd  a  nondivi- 
dend  payer  and  tolerate  the  stock  s  high 
volatility,  nou  might  prefer  Intel  Corp. 
(56),  the  fast-growing  maker  of  semicon- 
ductor memory  circuits  and  microcom- 
puters. Intel  has  a  P/E  of  over  20,  which 
reflects  its  extraordinary  achievements. 

I  have  commented  on  aircriilt  compa- 
nies several  times  in  ri'cent  issues  with- 
out nu'utiouing  United  Teehnolofiies 
(50),  formerly  Unit<>d  Aircraft.  As  the 
largest  manufacturer  of  commercial  jet 
engines,  it  will  be  an  important  partici- 
pant in  the  blossoming  airplane  boom. 
This  company  is  aggressiv(-ly  ac<iuisifion- 
minded,  and  while  it  missed  out  on  Bab- 
cock  is  Wilcox,  it  did  get  Otis  Elevator 
and  recently  ac(iuired  AMBA('  Indus- 
tries. Although  selling  near  its  alltinie 
high.  United  Technologies  still  seeni^ 
fairly  priced.  Fully  diluted  earnings  ai 
estimated  at  $4.75  a  share  for  1978. 

The  eonsvuner-goods  growth  stocks, 
the  superblue  chips  par  excellence,  are 
as  p()])ulat  and  meritorious  as  ever.  Rela- 
tive to  the  market  in  general,  the\'  com 
highest   multiples.    By  pas^ 
they  are  clu>ap;  by  presen 
they  are  not.   One  thing  i 
11  keep  growing  at  an  alm()^ 
thei 


mand  the 
standards 
standards 
sure:  They 

predictable  pace  and  before  long 
lVI']s  will  seem  moderate.  Here  are  soiik 
with  their  present  multiples  in  parentlu'- 
ses:  I'liilip  Morris  (12),  Pep.siCo  and 
I'roeter  6  C.amhie  (14).  Coea-Cola.  Dis- 
neij.  MeDonalil  s  and  l\evlon  (all  16), 
Avon  (17)  and  /o/in.sod  i-  Johnsoti  (18). 
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iEECH  PRODUCTS  FLY  FROM  120  MPH  AT 
SEA  LEVEL  TO  MAGH  4  AT 100,000  FEET. 
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The  new  1 V  h  h  -1  k  Tdft  Skipper  77  trdineT 
id  the  High  Alt  it  i  k  Ir  Mi; ;i](  ^  T,  uv  y  A  (HAST) 
e  both  highly  su[  )i  hsIk  \\\(  \  1 1  h  ■(  ( h  "vehicles" 
at  incorporate  design  improvements  and 
Ivanced  technology  derived  from  our 
[tensive  general  aviation  and  aerospace 
:perience. 

The  Skipper  was  designed  to  fill  a  market 
5ed  for  a  highly  r'eliable,  low  cost,  two-place 
ainer  in  which  future  Beechcraft  customers 
m  learn  to  fly  It  uses  the  T-tail  design  of  the 
jper  King  Air  turboprop,  a  Wiwq  design 
veloped  as  an  outgrowth  of  NASA's 
ipercritical  airfoil  studies,  and  a  canopy 
Dnfiguration  that  gives  the  pilot  all-around 
sibility 

HAST  was  developed  for  the;  IJSAF  in 
sponse  to  the  military's  need  for  a  target 
operationally  test  its  high  performance 
dssile  systems.  It  recently  demonstrated  its 
roficiency  for  the  Navy/ AEGIS  so  success- 
illy  that  all  three  military  services  will  use  it  to 
st  their  most  sophisticated  weapons  sys- 
ms.  It  is  the  fastest,  highest  flying  recover- 
ile  target  in  the  world  and  is  based  on 
Bchnology  Beech  acquired  during  19  years 


of  building  more  than  5,500  missile  system 
targets. 

Product  developmeiil  based  on  experi- 
ence is  the  key  to  all  Beech  products:  aircraft, 
missile  targets,  helicopter  airfr.iinc^s,  compo- 
nent assemblies  and  aerospace  systems.  It's 
an  approach  that  pays  off.  Beech  Aircraft  com- 
pleted its  fifth  consecutive  record  year  in  1977. 
We  anticipate  another  record  in  fiscal  1978, 
with  sales  in  excess  of  $500  million  anc  \ 
proportionate  earnings  growth,  In  the  first 
nine  months,  sales  reached  $387,21 1,303 
and  net  income  advanced  to  $25,933,097. 

At  Beech,  we  believe  that  quality  <  >[ 
f  )r(xJuct  will  produce  quality  results  in  sales 
(]nd  earnings. 


1977 
1976 
1975 
1974 
1973 


Dividends 

Paid         Net  Income  Sales 

iol 

25,5  1 

417.4  1 

5.4  1 

20,6  1 

346.9  1 

44  1 

15,6  1 

267.1  1 

3  6j 

125  1 

241.6  1 

TTf 

100  1 

204.7              1        $  Millions 

9, 


cech  Aircraft  Corporation 

Wichita,  Kansas  6720! 


INOWHOW:  WE  ADAPT  ADVANCED  TECHNOLOGY 
ijTO  MEET  TODAY'S  AND  TOMORROW'S  NEEDS. 


Money  And  Investments  Venture  Capital 


Venture  Capital  Redux 

By  Thomas  P.  Murphy 

"...  A  lot  of  1975's  near  rigor  mortis 
cases  are  up  and  frisking  today  .  . 


hy  is  all  that  prudent  money  going 
into  venture  capital  partnerships?  Banks, 
insurance  companies  and  pension  funds, 
though  not  so  much  individuals,  are  sud- 
denly willing  to  back  venture  again.  Why 
the  change?  Because  of  the  sweet  smell 
of  success. 

Two  of  the  largest  venture  firms.  New 
Court  in  New  York  and  Heizer  Corp.  in 
Chicago,  have  hit  it  big  with  Federal 
Express  and  Amdahl  Corp.,  respective- 
ly. One  insurance  company  that  has 
backed  venture  capitalists  figures  its  re- 
sults have  been  triple  those  it  gets  from 
the  stock  market.  Curiously,  it  is  not  so 
much  the  big  successes,  as  the  absence 
of  failures,  that  may  be  reassuring  the 
institutional  investors. 

When  the  venture  industry  was  at  its 
nadir,  in  1975,  venture  firms  were 
lumped  with  real  estate  investment 
trusts  as  the  worst  possible  investments. 
That  characterization  overlooked  a  criti- 
cal difference.  REITs  were  in  trouble 
because  they  were  leveraged;  they  owed 
oodles  of  money  and  couldn't  pay.  Ven- 
ture partnerships,  however,  had  little  or 
no  debt;  they  couldn't  go  broke.  The 
companies  they  backed  could,  of  course. 
But  the  venture  people  proved  remark- 
ably stubborn  and  resourceful  in  getting 
companies  through  the  recession. 

Given  the  combination  of  successes 
and  the  absence  of  failures,  venture  cap- 
ital professionals  are  getting  a  respectful 
hearing  when  they  go  out  to  raise  fresh 
money.  For  instance,  Frederick  R.  Adler 
and  James  R.  Swartz  (who  joined  him 
from  Citicorp  Venture  Capital)  raised  $8 
million  a  few  months  ago  to  form  Venad 
Associates  in  New  York.  The  two  part- 
ners are  now  rounding  off  $10  million 
more  in  an  offshore  venture  fund. 

Euchd  Partners,  another  privately 
backed  fund  in  New  York,  is  putting 
together  $10  million  to  $20  million  and 
has  a  most  reassuring  story  to  tell  inves- 
tors. Its  original  fund,  started  in  1970 

Thomas  P.  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist,  Stamford,  Conn. 
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and  used  to  back  startup  and  early-stage 
high-technology  investments,  has  never 
had  a  loss  on  a  company,  not  one. 

Another  factor  working  in  favor  of  the 
venture  capital  partnerships  is  the  ab- 
sence of  the  do-it-yourself  urge  that 
prompted  so  many  corporations  and  fi- 
nancial institutions  to  open  their  own 
venture  capital  departments.  Most  of 
them  did  not  do  well  for  reasons  that 
appear,  a  decade  later,  obvious. 

Banks,  for  instance,  had  the  unfortu- 
nate habit  of  anointing  a  lending  officer 
staff  venture  capitalist.  The  initial  re- 
sponse could  only  have  been  culture 
shock.  Trained  to  look  at  company  his- 
tories and  to  rely  on  collateral  to  back  up 
loans,  the  officer  was  suddenly  dealing 
with  companies  that  had  little  history 
and  even  less  collateral. 

The  institutions,  those  that  stuck  with 
venture,  had  a  second  problem.  Venture 
capitalists  are  every  bit  as  entrepreneur- 
ial as  the  people  they  back,  which,  in 
practice,  means  they  do  not  often  stay 
put  unless  they  have  a  piece  of  the  ac- 
tion. The  old  rule-of-thumb  in  the  ven- 
ture business  was:  80%  of  the  profits  for 
the  limited  partners  (the  ones  putting  up 
the  money)  and  20%  for  the  general  part- 
ners. Some  of  the  newer  deals  treat  the 
venture  people  more  generously:  splits 
of  profit  up  to  50/50  if  the  partnership 
turns  out  to  be  exceptionally  lucrative. 
Try  that  idea  out  on  the  salary  adminis- 
tration folks  in  a  big  bank  or  insurance 
company  and  the  aghast  reply  might  be: 
"Why,  you  could  end  up  making  more 
than  the  president!'  Thus,  venture  cap- 
ital wings  of  institutions  tend  to  have 
high  turnover  unless,  as  in  the  case  of  a 
few  western  banks,  they  actually  give 
their  venture  people  a  piece  of  the  rock. 

The  institutions  doing  venture  have 
yet  another  problem.  They  tend  to  throw 
too  much  money  into  faltering  deals. 
Any  astute  entrepreneur,  who  talked 
them  into  a  financing,  would  rather 
quickly  sense  this  institutional  bias  and 
exploit  it.  One  gambit  is  to  throw  the 
keys  to  the  office  on  the  desk — a  dramat- 
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ic  gesture — and  say:  "It's  Chapter  ll 
tomorrow.  "  Now,  if  you  are  working  for  a 
big  institution,  and  hope  to  get  on  in  the 
world,  you  would  rather  that  that  Chap-j 
ter  1 1  occurred  after  you  left  the  depart-i 
ment.  Thus  it  is  tempting  to  shore  up  the 
fellow  with  a  second-  or  third-round  in- 
vestment in  the  hope  that  he  will  some-i 
how  pull  the  business  out  or  you  will  b^ 
vice  president  in  charge  of  something 
else  before  the  company  takes  its  dive. 
Privately  operated  venture  funds,  on  the 
other  hand,  are  a  lot  less  openhanded 
with  troubled  companies  and  attack 
moneylosers  as  management  problems 
rather  than  financial  problems. 

Despite  significant  new  money  com 
ing  into  the  business,  venture  capitalists 
are  not  worried  about  running  out  oi 
good  deals.  In  fact,  it  is  a  field  where  the 
demand  for  venture  money  tends  to 
grow  with  the  supply,  and  even  seasoned 
venture  investors  are  amazed  by  current 
demand.  Venad,  for  instance,  with  only  a 
few  months  of  existence,  is  already  see- 
ing one  deal  a  day,  and  older  firms  are 
getting  twice  that  number.  What  appar- 
ently happened  was  that  would-be  entre 
preneurs,  especially  those  working  for 
large  companies,  simply  bided  their  time 
during  the  bad  years  and  are  now  emerg- 
ing to  raise  money,  since  they  believe 
they  have  a  chance.  Venad's  first  invest- 
ment, for  instance,  backs  a  scientist  who 
left  Western  Electric. 

As  for  an  economic  downturn,  that  is 
not  too  worrisome  either.  As  one  ven- 
ture capitalist  put  it:  '  I'd  like  to  get  my 
capital  now  and  start  investing  in  a  reces- 
sion. Since  the  length  of  the  private 
partnerships  is  now  greatly  extended 
(there  used  to  be  self-destruct  clauses  in 
the  agreements  anywhere  from  five  to 
seven  years,  but  that  is  moving  out  to  12 
years),  the  general  partners  are  no  long- 
er so  concerned  about  the  economic  cy- 
cle. 'I  figure  we  will  start  liquidating  the 
positions  on  the  ninth  year  out,"  says 
one,  "and  over  even  three  years  youl 
have  usually  seen  at  least  one  good  phase! 
in  the  economic  cycle.  "  ■ 
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let  VALUE  LINE  help  you  Identify 
lajor  stocks  that  may  provide  


Sividend  Boosts 
^f  50%in  3  to5  Vtears 


I  you  interested  in  getting  significantly  higher 
dend  yields'?  If  so,  here's  an  approach  that 
y  interest  you: 

it  for  illustration  —  this  is  NOT  a  recom- 
ndation  —  let's  look  at  Woolworth.  At  its 
lent  price  of  20,  and  with  per  share  divi- 
^ds  of  $1.40  estimated  by  Value  Line  In  the 
12  months,  this  stock  offers  a  current 
d  of  7.0%. 

3ut,  looking  ahead,  Value  Line  estimates 
hat  Woolworth's  annual  dividends  3  to  5 
'ears  hence  will  be  raised  to  $2.00  to 
12.40  —  a  10%  to  12%  yield  on  invest- 
nent  if  the  stock  were  purchased  at  its 
ecent  price  of  20. 

lase  note  that  Value  Line's  estimates  of 
jre  dividends  may  or  may  not  be  on  target, 
ay  are,  however,  based  on  disciplined 
ithods  of  evaluation  we  have  used  and  im- 
)ved  for  more  than  40  years.  Note,  too,  that 
3  example  is  not  a  recommendation.  As  a 
itter  of  fact,  the  stock  used  for  illustration 
es  not,  at  this  time,  carry  a  favorable  Value 
6  rank  for  relative  price  performance  in  the 
Kt  12  months. 


JTURE  DIVIDEND  BOOSTS 

Jpecifically,  among  the  1700  stocks  contin- 
lally  reviewed  by  The  Value  Line  Investment 
)urvey,  our  estimates  suggest  that  scores  of 
veil  known  issues  will  increase  per  share 
livldends  50%  or  more  within  just  the  next  3 
0  5  years. 

^alue  Line's  regularly  issued  full-page  Rat- 
ngs  &  Reports  on  each  of  1700  stocks  show 
rou  at  a  glance  .  .  . 


a)  The  stock's  dividends  declared  per  share 
)ver  each  of  the  past  15  years. 

b)  The  stock's  average  dividend  yield  dur- 
ng  each  of  the  past  15  years. 

c)  Estimated  dividends  per  share  in  the  cur- 
'ent  year. 

d)  Estimated  average  dividends  per  share 
n  the  next  3  to  5  years. 

Vith  this  data  —  which  is  available  only  in 
Value  Line  as  far  as  we  know  —  you  can 
luickly  see  where  we  believe  the  best  op- 
)ortunities  lie  to  get  unusually  rich  future 
ields  based  on  current  stock  prices.  And  this 
3  just  a  small  fraction  of  the  help  you  will  sys- 
ematically  find  in  the  Value  Line  Survey. 

'DATED  EVERY  WEEK 

Ivery  week.  Value  Line's  regular  Summary  & 
ndex  presents  up-to-date  ratings  of  EACH  of 
700  stocks  relative  to  all  the  others,  as 
allows  .  .  . 

a)  Rank  for  Probable  Price  Performance 
In  the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest) 

b)  Ratings  for  Investment  Safety  (from  1 
down  to  5). 


NOT  A  PIPE  DREAM  

Many  investors  may  have  the  notion  that  dividend  rates  typically  creep  upward  at  a  slow 
pace.  That's  not  necessarily  so.  For  instance,  here's  just  a  small  sampling  of  stocks  that 
have  doubled  cash  dividends  per  share  within  the  past  3  to  5  years: 


Allls-Chalmers 
Amerada-HeM 
Armatrong  Rubber 
Atlantic  RIchlleld 
Boeing 


Bolae  Cascade 

Dow  Chemical 

Hewlett-Packard 

IBM 

Lear  Slegler 


Metromedia 
Philip  Morris 
Polaroid 
Raytheon 

8CM 


Don't  forget,  however,  that  a  stock  with  fast-rising  dividends  may  be  priced  at  a  level  that 
results  in  an  unattractive  yield.  Some  of  the  stocks  above  are  currently  in  that  category. 

But  the  list  does  help  illustrate  that  it's  reasonable  to  expect  a  substantial  number  of  stocks 
to  increase  dividends  sharply  over  a  period  of  time.  It  is  not  a  pipe  dream. 


c)  Estimated  Yield  in  the  Next  12  Months.     PLUS  FULL-PAGE  REPORTS 


d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years— showing  the  future 
"target"  price  range  and  percentage 
change  from  current  price. 

e)  P/E  ratio  and  current  price,  plus  esti- 
mated annual  earnings  and  dividends  in 
current  12  months.  Also  latest  quarterly 
results  against  a  year  ago. 


In  addition,  each  of  the  1700  stocks  is  the 
subject  of  a  comprehensive  new  full-page 
Ratings  &  Report  at  least  once  every  three 
months— including  22  series  of  vital  financial 
and  operating  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead.  About  130 
new  full-page  Reports  like  this  are  issued 
each  week  .  .  .  1700  every  13  weeks.  All  this 
material  is  so  organized  in  your  binder  that 
you  can  quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 


SPECIAL  INVITATION 


You  can  receive  the  complete  Value  Line  In- 
vestment Survey  (with  30-day  money-back 
guarantee)  for  the  next  10  weeks  for  only 

BONUS  #1  —  Value  Line's 
2400-page  Investors  Refer- 
ence Service,  including  our 
latest  full-page  Reports  on 
each  of  1700  stocks.  .  . .  fully 
indexed  and  looseleaf-bound 
for  easy  reference,  and  sys- 
tematically updated  by  new 
full-page  Reports  in  the  weeks 
ahead.  Filing  takes  but  a 
minute  a  week. 


$29— about  HALF  the  regular  rate— if  no  one 
in  your  household  has  subscribed  in  the  past 
two  years.  And  you  get  these  2  bonuses: 

BONUS  #2—  Investing 

in  Common  Stocks,  by  Arnold 
Bernhard,  Value  Line's  found- 
er and  research  chief,  reveal- 
ing methods  of  stock  evalua- 
tion that  took  decades  to 
develop.  You  KEEP  this  book 
even  if  you  return  the  other 
material  for  your  money  back. 
This  subscription  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  investments. 
To  accept  this  invitation— mail  the  coupon  today. 


TkcValut'LiB<BjBk<a)ti 
aa^MbtrCnitnaot 


516E18 


SIGNATURE 


NAME  (please  print) 


The  Value  Line  Investment  Survey 

I  Arnold  Bernhard  &  Co.,  Inc.  •  5  E.  44th  St.  •  New  York,  N.Y.  10017 

I  □  Begin  my  10-week  trial  to  The  Value 

I Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
I  two  bonuses  listed  above.  Check  for  $29 
'  is  enclosed.  (Trial  subscriptions  must  be 
I  accompanied  by  payment.) 
I  SPECIAL  EXTRA  BONUS 
I  A  famous-make  pocket-size 
,  ELECTRONIC  CALCULATOR 
I  (with  full  memory)  given  to  you 

I when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
— and  send  payment  now. 
□  1  year  for  $295.  My  payment  is  en- 
I  closed— send  me  the  CALCULATOR  as 
'  my  extra  special  bonus.  (There  are  no 
I  restrictions  with  this  annual  subscription.) 
'  □  Enter  my  subscription  now.  Bill  me  for 
[$295.  (Does  not  include  the  calculator.) 


ADDRESS 


APT.  NO. 


CITY 


STATE 


ZIP 


GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request.  (NY  residents 
add  sales  tax  ) 


WIN  A  U.S.  GOV'T 
OIL  LEASE! 


The  published  historical  record  of  Stewart 
Capital  indicates  that  enrollment  in  our 
programs  on  an  annual  basismayprovide 
better  than  a  50%  chance  to  win  an  oil 
lease  and  in  the  DEVEX"  Service  a  95% 
chance  to  win!  Find  out  why  our  clients, 
through  our  tax  deductible  targeted  pro- 
grams, spend  $395  monthly  to  $37,000 
annually  filing  for  leases  on  U.S.  Gov't 
land.  Learn  what  you  can  do  to  be  on  equal 
footing  with  the  giant  oil  companies! 
Send  today  for  complete  information 
without  cost  or  obligation. 

STEWART 

CAPITAL  CORPORATION 

485  Madison  Avenue 

New  York,  New  York  10022 

(212)758-3494  Dept.  #181 


Money  And  Investments 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  38  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  October  2,  1978 
to  shareholders  of  record  at  the 
close  of  business  September  8, 
1978. 


August  18,  1978 


R.  E.  FONVILLE 
Secretary 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas-  Electric  Service  Company 
Texas  Power  &  Light  Company 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  R  E.  Ins. 
and  stockbrokers.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  Business  Capital  Assistance.  Must 
be  sincere  with  well-rounded  business  back- 
ground. Instant  Mi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  details  write  giving  phone  no  to 

OR  Call  Mr  Vander:  (213)  463-4841 

Dept.  5,  Computer  Capital  Corp 
6m  Hollywood  9lvd  .  Los  «ngeles.  Calif  90028 


A  Happy 
Horoscope 

By  Ann  C.  Brown 


^^ince  my  last  column,  I  celebrated  a 
birthday.  As  it  happened,  the  event  oc- 
curred during  the  New  York  City  news- 
paper strike  when  I  was  reading  an  out- 
of-town  paper  in  a  desperate  and  not 
very  successful  effort  to  keep  up  with 
current  events.  Unlike  my  regular  New- 
York  daily,  the  substitute  paper  pub- 
lished horoscopes  (following  the  stock 
market  news  in  the  comics  section),  and 
I  couldn't  resist  reading  "Your  Birthday 
Today.  "  Opening  line:  "Your  efforts  of 
the  last  eight  years  will  pay  off  soon." 
Hooray!  It's  about  time.  It  goes  without 
saying  that  I  and  a  lot  of  other  stockbro- 
kers have  labored  mightily  under  some 
mighty  adverse  conditions,  starting  with 
the  market  nose  dive  of  1970.  Now,  with 
the  stars  on  my  side,  just  maybe  the 
Dow  will  hit  1200  before  my  next  birth- 
day rolls  around. 

The  signs  of  the  zodiac  were  anything 
but  favorable  for  family  and  friends  who 
chose  to  vacation  abroad  this  past  sum- 
mer. Their  stories  upon  return  were 
grisly — the  $5  cup  of  coffee  in  Tokyo,  the 
$35  breakfast  in  Zurich  and  the  unspec- 
tacular $150  dinner  for  two  in  one  of 
Paris'  less  distinguished  restaurants.  No 
one  seemed  to  bring  back  anything  but 
themselves,  and  most  conversations 
were  devoted  more  to  prices  paid  than 
people  met  or  places  seen.  The  effects  of 
the  sharp  de  facto  devaluation  of  the 
dollar  finally  appear  to  have  hit  home.  I 
have  a  hunch  there  will  be  a  raft  of  "see 
the  U.S.A. — it's  the  cheapest  way'  vaca- 
tions next  year.  And,  judging  by  the 
various  alien  tongues  heard  on  Fifth 
Avenue  this  summer,  it  seems  reason- 
able to  expect  even  more  visitors  to  the 
U.S.  in  1979.  In  fact,  the  "Crash  of '79" 
may  turn  out  to  be  the  "Crush  of  '79 "  as 
the  foreigners  flock  to  one  of  the  new- 
great  bargains  in  travel. 

Looking  ahead,  there  are  several  com- 
panies that  are  likely  to  profit  from  stay- 
Ann  C.  Brown  is  executive  vice  president  of 
the  New  York  investment  firm  of  Melhado. 
Flynn  s!^  Associates. 
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at-home  citizens  and  coming-to-call  to 
ists.  Coleman  Co.  (20)  (Forbes,  Sept 
is  one  such  candidate.  The  company  illnsf 
leading  manufacturer  of  outdoor  recr 
tional  equipment — mainly  for  the  can 
ing-minded.  This  year  it  is  anticipaj 
that  the  company  will  earn  $2.40  a  sha 
up  from  $2.06  last  year.  Next  year,  e\ 
if  there  is  a  consumer  slowdown,  $2 
seems  possible — and  I'm  inclined 
think  it  may  be  a  bit  higher.  The  curn 
cash  dividend  is  80  cents  a  share,  wh 
is  up  smartlv  from  the  44  cents  that  \ 
paid  in  1975. 

Another  company  that  could  do  m 
next  year  is  AMF,  Inc.  (18).  Maybe 
because  I've  been  watching  too  mi 
television  commercials  lately,  but  th| 
current  advertising  campaign  of 
Make  Weekends  "  strikes  a  bit  of  respj 
sive  flab  among  us  underexercised.  Af| 
manufactures   Ben   Hogan   golf  clu|  I  to 
Head  skis,  Harley-Davidson  motorcyc) 
and   Voit   products — including  basl^ 
balls  and  volleyballs.  The  company! 
into  tennis,  archery,  track  and  field, 
sure  sportswear  and,  for  the  seafai 
Hatteras  yachts,  plus  a  line  of  po\| 
boats  and  sailboats. 

AMF  is  a  major  factor  in  all  types 
bowling  equipment  and  should  parti  to 
along  with  Brunswick  (17)  in  the 
newed  interest  in  the  sport.  Because  c 
healthy  33%  profit  increase  from  a 
tinning  operations  reported  for  the  Si 
ond  quarter  of  this  year,  AMF  co' 
report  around  $2.20  for  1978  as  a  whi|lis( 
and  $2.55  or  better  in  1979. 

From  time  to  time  I  make  it  my  bii 
ness  to  get  out  of  the  Big  Apple  and  v 
other  parts  of  the  country.  After  all,  N 
York  does  not  have  everijthing- 
doesn't  have  Morrison,  Inc.  (15),  a  ch 
of  cafeterias,  restaurants  and  motor  ii|b|{ 
and  more  than  200  institutional  feed: 
facilities  located  mainly  in  the  Southea 
Morrison's  cafeterias  offer  a  wide  sell 
tion  of  hot  and  cold  dishes  at  low,  Ij 
prices.  I  know — I  picked  up  the 
once.  Recently  management  has  becoi 
expansion-minded  and  is  increasing  I 
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Stock  Trends 


oer  of  public  eateries  by  about  20% 
r.  Earnings  have  risen  steadily  from 
nts  in  1970  to  an  estimated  $1  or  so 
lis  year.  At  the  moment  I  see  no 
n  for  the  trend  not  to  continue, 
es,  the  appetite  for  smaller  food 
IS  on  the  part  of  the  big  food  compa- 
shows  little  sign  of  abating,  and 
ison  just  might  look  tempting  to 
one  one  of  these  days. 


guing  Situations 


^ith  Radio  (18)  has  had  more  than 
are  of  troubles  recently,  due  in  no 
part  to  Japanese  competition.  Last 
he  company  bit  the  bullet,  discon- 
ig  watch  and  hearing-aid  business- 
id  transferring  a  substantial  part  of 
:elevision  assembly  operations  to 
CO  and  Taiwan.  With  the  rising  val- 
the  yen,  U.S.  TV  manufacturers 
d  stand  to  benefit  and  Zenith  is  the 
t  play  in  the  industry.  After  an 
picious  start  in  the  first  half  of  this 
the  company  could  end  up  showing 
to  $1.90  for  all  of  1978.  Prelimi- 
guesstimates  for  1979  range  from 
to  $3.25  or  more.  The  recent  price 
ase  of  $10  to  $50  per  television  set  is 
inite  plus — and  the  5.5%  dividend 
is  comforting. 
lerada  Hess  (29)  is  the  favorite  oil 
of  one  of  my  favorite  oil  analysts.  In 
ihe's  fairly  dippy  over  its  price  ap- 
tlon  prospects.  Uppermost  in  his 
at  the  moment  is  the  drilling  going 
the  Baltimore  Canyon  where 
ada  Hess  has  a  highly  leveraged 
ration  potential.  The  company  is 
ttilbarticipating  in  activities  going  on  in 
1(1  a's  Cook  Inlet,  the  Gulf  of  Mexico, 
lorth  Sea  and  various  onshore  U.S. 

In  addition  to  these  chancier  situ- 
i,  Amerada  Hess  is  a  leading  refiner 
troleum  products  with  plant  capac- 
oncentrated  mainly  at  St.  Croix, 
Islands.  Earnings  for  1978  are 
ated  to  be  somewhere  between 
and  $4.75,  between  $4.75  and 
for  1979  and  anywhere  from  $6  to 
!r  share  for  1980.  If  you  want  to 
;  your  bet,  take  a  look  into  the 
rtible  preferred,  which  is  selling 
'actically  no  premium  and  is  cur- 
1  >  ielding  over  5%.  ■ 


A  word  to  savers  seeking  higher  interest 
and  free  check  withdrawals. 

Fidelity  Daily  Income  Trust,  our  short-term  money  market  fund, 
currently  offers  a  higher  yield  than  most  regular  bank  savings  accounts,* 
and  many  savings  certificates  as  well. 

In  addition.  The  Trust's  free  check  writing  feature  ($500  or  more) 
and  free  telephone  withdrawals  provide  immediate  liquidity. 

There  is  no  sales  charge  and  no  minimum  investment  period.  The 
minimum  initial  investment  is  $5000. 

To  get  the  word  on  FDIT's  other  benefits,  call  today,  f    _" 

Ceil!  Free 
(800)225-6190 

In  Mass.  Call  Collect 
(617)726-0650 


Cf^T  Fidelity  Daily 
■  ^1 1  Income  Trust 

RO.  Box  832,  Dept.  KK8()<)l>s 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus  Read  it  carefully  before 
you  invest  or  send  money 
FIDELITY  GROUP 

Over     S  billion  ol  assets  under  tnanaijement 


Name. 


Address . 
City  


.  State  - 


-  Zip- 


Company . 


Telephone 


Retirement  Plan  Information;  Keogh  □  403B  □ 


■Of  course,  savings  accounts  ofler  a  guaranteed  return  and  your  principal  is  insured  by  a  government  agency 
while  the  yield  and  principal  ol  FDIT  will  fluctuate  as  market  conditions  change 


2  timely  Special  United  Reports,  plus  cc 
8-week  Trial  Subscription.  $19  value . . .  only  O 

30  Heavily  traded  favorites 

Facts,  figures,  analysis,  appraisal  of  risk  and  clear  advice  on  which  to  Buy,  Hold,  or  Sell 


Aetna 
Am  Home  Pr 
ATT 

Atl  Rchid 
Boeing 
Brit  Petr 


Citicorp 
Cont'lOil 
Digital 
DowChem 
East  Kodak 
Exxon 


Ford 
Gen  Elec 
Gen  Motors 
Gulf  Oil 
Hercules 
IBM 


ITT 

K  mart 
Kennecot 
Occi  Pet 
PepsiCo 
RCA 


Sears 

Sony 

Texaco 

US  Steel 

Wstghouse 

Xerox 


75  Utility  Stocks 


United's  13-point  analysis  of  leading  utilities  with  our  recommendation  of  which 
to  Buy  Hold,  or  Sell  now.  Here  are  a  few  of  the  stocks  covered. 


Am  Elec  Pwr 
Cent  &  SW 
CinciGE 
Cleveland  El 
Comlth  Ed 
Consol  Ed 


Duquesne  Lt 
Fla  Pwr  Lt 
Gen  PubUtil 
Gulf  States 
Hawaiian  Elec 
Houston  LP 


Illinois  Pwr 
Kansas  PI 
Montana  Pwr 
NEElec 
NY  State  El 
Ohio  Ed 


Pacific  GE 
Penn  Pwr 
Phila  El 
Potomac  Elec 
So  Calif  Ed 
Southern  Co 


With  these  2  timely  analyses  and  our  advice,  you  will  also  receive 
an  8-week  Trial  Subscription  to  United  Reports. 

 MAIL  THIS  COUPON  TODAY  


(please  print) 


ADDRESS- 


CITY- 


-STATE- 


.ZIP- 


210  Newbury  Street,  Boston,  Massachusetts  0211 6 


$19  value.  This  entire 
package,  just  $5. 

Please  send  2  Special  Reports 
plus  8-week  subscription 

I  understand  I  get  my  money  back 
if  I'm  not  satisfied. 
Offer  open  to  new  Guesl  Subscribers 
only  Not  assignable  without  your 
consent  { 
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THE  DINES  LETTER 

Special  Vi  Price 
Trial  OfFerl! 


In  late  1968  THE  DINES  LETTER  pre- 
dicted a  long  and  bitter  bear  market  (con- 
cealed by  the  bloating  effect  of  inflation) 
together  with  goid  soaring  from  $35  to  the 
$250-$400  area.  While  these  predictions 
have  not  yet  come  true,  THE  DINES  LETTER 
has  never  stopped  reaffirming  them.  At 
this  critical  juncture,  we  simply  want  you 
to  see  THE  DINES  LETTER  and  we  will  not 
let  price  be  an  obstacle!  So,  we've  cut  our 
regular  "trial  package"  price  of  $10  in 
half  to  $5!  What  harm  could  be  done  by 
merely  examining  a  pro-gold  point  of  view 
not  found  in  Forbes?  THE  DINES  LETTER 
specializes  in  gold.  No  math  or  special 
knowledge  required.  Send  no  messages. 
Merely  forward  this  ad  with  your  name, 
address  and  $5  to  Dept.  J98M2.  Do  it  now 
—we  don't  advertise  in  Forbes  very  often 
and  you  might  not  catch  our  next  ad. 
Offer  expires  in  one  month. 

Gold  and  gold  stocks  soared  in  1977  at  a 
time  when  most  other  stocks  plunged.  If 
your  present  sources  of  advice  are  nega- 
tive on  gold,  maybe  it's  time  to  get  a 
different  point  of  view.  Let  THE  DINES 
LETTER  explain  "The  Coming  Gold  Crisis 
and  The  Invisible  Crash." 

THE  DINES  LETTER 

P.O.  Box  22,  Belvedere,  CA  94920 
(Not  assignable  without  your  consent) 
(NY  residents,  please  add  applicable  sales  tax) 
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EXECUTIVES/PROFESSIONALS 
EARNING  $20,000  A  YEAR  OR  MORE: 

LOANS  BY  MAIL 
UP  TO  $15,000. 

Borrow  in  privacy  from  Dial  Financial 
Corporation.  Founded  1897.  Listed 
New  York  Stock  Exchange.  Use  the 
nnoney  for  any  purpose. 

For  full  details,  call  us  collect,  at 
(714)  835-4774.  Or  write  P.  J.  Pattee 
at  the  address  below.  >flB^ 
Dial  Financial  Corporation  ^^j^ 

Dial  Financial  Corporation  Dept  6218 
Executive/Professional  Loan  Division 
1505  E   17th  St  Suite  ?14 
Santa  Ana,  California  92701 


Name_ 


Address- 
City  


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive 
a  prompt  written  reply. 

RESALE  ACCRUED  EQUITIES  inc 

"Scotch  Whisky  Brokers  since  1960" 
Write  F.M.  Schoenwald 
295  Nonhetn  Blvd.,  Great  Neck,  N.Y.  11021 
(516)  466-0808 


Good  Things 
Still  Come 
In  Small 
Packages 

By  David  S.  Leibowitz 
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t  is  frequently  reported  that  the  stock 
inarket  is  becoming  dominated  by  the 
institutions  and  that  the  pubHc  cannot 
hope  to  make  a  profit.  While  that  thesis 
may  hold  true  in  the  case  of  the  "Nifty 
Fifty"  one-decision  growth  stocks  or  the 
Forbes  500,  it  does  not  explain  the 
strength  exhibited  by  the  American 
Stock  Exchange  and  NASDAQ  industrial 
indices  over  the  past  two  years.  As  of 
Aug.  23  the  Dow  Jones  industrial  aver- 
age was  down  8%,  while  NASDAQ  was 
up  59%  and  the  Amex  was  up  63%. 

Institutional  ownership  of  these  stocks 
is  small  and,  in  many  cases,  is  complete- 
ly nonexistent.  A  primary  reason  for  the 
lack  of  institutional  participation  is  the 
limited  supply  of  outstanding  stock;  an- 
other factor  is  the  lack  of  research.  The 
necessary  information  is  available — ei- 
ther from  your  broker  or  directly  from 
the  company.  What  is  required  is  to 
analyze  it  much  as  you  would  any  other 
investment  candidate. 

In  spite  of  the  large  moves  some  of 
these  stocks  have  had,  good  buys  still 
abound.  Some  of  these  stocks  command- 
ed premium  price/earnings  ratios  in  the 
past,  but  now  the  P/Es  are  quite  reason- 
able. Here  are  some  of  my  choices: 

For  18  consecutive  years  Durr-Fil- 
lauer  Medical  (13)  has  increased  earn- 
ings. Its  Medical-Surgical  division  dis- 
tributes 1,500  items,  the  Wholesale 
Drug  division  distributes  22,000  pre- 
scription and  nonprescription  drugs, 
while  the  Orthopedic  division  manufac- 
tures orthotic  and  prosthetic  devices. 
Profit  margins  narrowed  during  the  first 
half  with  the  installation  of  an  electronic 
order-entry  system.  To  date,  50%  of  its 
drugstore  accounts  have  been  brought 
on  to  the  system,  and  management 
hopes  to  reach  75%  by  the  year's  end. 
Medical-Surgical  will  find  out  in  October 
if  it  has  been  selected  prime  vendor  at 
two  hospital  chains,  and  the  company 

David  S.  Leibowitz  is  senior  analyst,  invest- 
ment research  department,  at  Thomson 
McKinnon  Securities. 
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may  consummate  an  acquisition  in 
upcoming  months.  Record  earnings 
$1.35  to  $1.40  a  share  are  possible 
year,  up  from  $1.26. 

Myers  Industries  (11)  is  a  manufaci 
er  and  distributor  of  equipment,  t( 
and  supplies  used  in  tire  and  under- 
service  and  retreading.  Management 
lieves  it  is  the  only  nationwide  organi 
tion  supplying  the  tire-service  tr; 
through  its  26  branch  warehouses  lot 
ed  in  20  states  and  its  dozen  wareho] 
distributors  operating  in  11  foreign  co1 
tries.  Subsidiaries  produce  a  line  of  c! 
sumer  and  industrial  metal  and  plai 
storage  shelves  and  cabinets,  bins,  raq 
record  and  tape  holders  and  worksl 
organizers.  It  recently  began  distribut 
a  line  of  golf  accessories  that  could  kid 
a  significant  diversification  program,  v 
other  sporting  goods  being  added  to 
line  next  year.  Since  its  initial  pul 
oflFering  in  1971,  sales  have  increa 
every  year,  earnings  declined  once  dufl 
an  inventory  change,  and  the  divide 
was  raised  each  year  with  one  excepti 
Earnings  this  year  could  top  $1.6(1 
share,  compared  with  $1.43  in  1977 

Warner  Electric  Brake  s!r  Clutch  ( 
is  the  leading  manufacturer  of  precisi 
ball  screws  and  it  makes  other  mecha 
cal  and  electromechanical  compone 
used  for  controlling  motion.  Ball-bear 
screws  are  unlikely  to  be  voted  the  m 
exciting  industrial  component.  Yet  tl 
are  employed  on  actuators  used  on  si 
diverse  equipment  as  commercial 
niilitar\'  aircraft,  numerically  control 
machine  tools,  trash  compactors,  ho 
tal  beds,  nuclear  plant  equipment,  i 
den  tractors  and  farm  equipme 
Warner  is  the  leading  independent  p 
ducer  of  compressor  clutches  for 
automotive,  construction  and  faiP' 
equipment  industries,  and  also  manuf 
tures  electric  wheel  brakes  and  conti 
lers  for  trailers.  It  is  a  leading  manul 
turer  of  step  motors,  electric  motors  t 
rotate  in  small,  precise  steps  to  h' 
power  computer  printers  and  termina 
flexible  disc  memory  drives,  carriage  d 
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Market  Irends 


paper-feed  drives  and  copying  machines. 
Ivirnings  could,  exceed  $3  a  share  in 
1978,  vs.  $2.48,  while  its  $l-a-share  divi- 
Ifnd  provided  a  4V2%  yield. 
Many  of  us  have  found  that  one  of  the 
st  ways  to  beat  the  summer  heat  is  to 
tke  a  swim  in  our  neighbor's  pool.  Sta- 
Hitc  Industries  (19)  is  believed  to  be  the 
fading    supplier    of   swimming  pool 
(limps  and  one  of  the  three  largest  man- 
itacturers  of  pool  filters  and  automatic 
)()()1  cleaners.  Water  supply  systems  is 
mother  company  specialty,  and  its  jet, 
>iil)mersible    and    centrifugal  pumps, 
inks  and  pumping  systems  find  wide 
ise  in  suburban  residential  and  farm 
^ells,  and  underground  lawn-sprinkling 
iystems.  Beyond  this,  the  company  pro- 
luces  a  line  of  hydraulic  gear/piston 
)umps,  motors  and  control  valves  for  off- 
he-road  vehicles  and  machine  tools,  and 
t  ranks  at  or  near  the  top  in  the  manufac- 


. .  Institutional  owner- 
ship of  these  stocks  Is  small 
ind,  in  many  cases,  is  com- 
}ietely  nonexistent . . ." 


ure  of  residential  and  commercial  fuel 
»il  pumps  and  ignition  transformers, 
ully  diluted  record  earnings  of  $2.40  a 
hare  appear  attainable  this  year,  up 
rem  $2.17  in  1977. 

Engraph  (7),  through  its  five  subsid- 
iries,  manufactures  a  broad  range  of 
packaging  products.  Consumers  may  not 
iealize  how  a  product's  packaging  may 
nfluence  them  to  make  a  purchase,  but 
his  fact  is  not  lost  on  manufacturers. 
These  range  from  point-of-purchase  ad- 
vertising materials,  decals,  posters  and 
netal  signs  to  specialized  cartons,  labels, 
ilastic  bags  and  pouches.  The  company 
Iso  produces  paper  caps  and  closures  for 
lie  institutional  and  medical  markets, 
11(1  provides  printing,  laminating  and 
cat-seal  coating  for  plastic  packaging, 
lajor   accounts   include  Rubbermaid, 
Gillette,  Kraft  and  Sears,  Roebuck.  The 
car  just  ended  (June)  saw  the  first  de- 
line  in  earnings  since  1971,  while  sales 
ft  an  alltime  high.  The  decline  was 
lUNcd  by  delays  in  starting  up  a  new 
lant.  The  current  year  will  start  slowly 
•  cause  of  further  additions  of  capital 
qiiipment,  but  a  strong  second  half 
iiuld  produce  full-year  earnings  of  90 
cuts  a  share,  up  from  72  cents. 

These  stocks  carry  estimated  P/Es  that 
mge  from  10  down  to  7,  which  is  hardly 
\iessive  for  companies  with  so  much 
lom  to  grow  and  with  such  impressive 
I'cords.  ■ 


LOOK  TO  THE  STARS. 

Compare  the  tax-free* 
yield  of  Fidelity  Higfi  Yield 
Municipals  with  that  of  any 
other  fund,  managed  or 
unmanaged. 

Then,  consider  The 
Fund's  features.  Full-time 
management.  Daily  liquidity. 
Automatic  reinvestment. 
No  sales  charge. 

We  think  this  combina- 
tion of  high  tax-free  yield  and 
features  is  unmatched. 

Learn  more  today. 

GALL  FREE 
(800)  225-6190 

In  Mass.  call  collect  (617)  726-0650 

*A  portMjn  may  be  subject  to  Federal.  sUUe  or  local  laxe^ 


FDEUTY 
HKH  YIELD 


PO  Box  832.Dept  FF80918 

82  Devonshire  St  ,  Boston.  Mass.  (J2103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

Name  


Address . 
City  


 State  Zip  

L FIDELITY  GROUP  _ 
Over  S3  S  billion  uf  assets  under  management 


WE'RE  FIGHTING  FOR  YOUR  LIFE 


Exercise  Regularly 


American  Heart  Association  t, 


NEW  MATH 


...  for  an  old  problem. 

"The  Arithmetic  of  Disadvantage" 
is  a  free  booklet  which  can  help  you 
overcome  the  obstacles  that  stand 
between  you  and  higher  income  from 
your  savings. 

Call  for  your  copy. 


ROWE  PRICE 

NEW  C^COME  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 

Baltimore,  Maryland  21202 

For  more  cxjmplete  information,  including  the  management 

fee  and  other  charges  and  expenses,  obtain  a  prospectus. 

Read  it  carefully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect. 
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Oranges  Aplenty 

By  Stanley  W.  Angrist 

".  .  .  The  first  USDA  estimate  for  1978-79  won't  be 
released  until  October,  but  prospects  favor  a 
substantial  increase  in  the  Florida  crop  .  .  ." 


■  hough  it's  a  httle  early  for  the  ingre- 
dient that  makes  trading  frozen  concen- 
trated orange  juice  (F'COJ)  an  exciting 
game — that  is,  severe  frosts  reaching 
into  northern  Florida — ^juice  appears  to 
me  at  this  time  to  be  at  an  interesting 
and  perhaps  even  profitable  speculation 
stage.  Most  traders  ignore  the  juice  con- 
tracts until  there  is  at  least  a  chance  of  a 
freeze  hard  enough  to  scare  speculators 
and  producers  alike.  I  personally  don't 
care  to  play  the  "hard-freeze  game." 

In  January  1977  the  orange-growing 
region  of  Florida  suffered  a  crop-damag- 
ing freeze  of  major  proportions.  The 
freeze  sent  OJ  futures  through  the  roof 
and  they  reached  levels  heretofore  only 
dreamed  of  by  juice  traders.  Prices  for 
this  year's  crop  have  refused  to  drop 
under  the  $l-per-pound  level.  High  re- 
tail prices  have  reduced  consumer  de- 
mand, although  usage  has  been  main- 
tained at  levels  high  enough  to  cause 
some  anxiety  about  whether  or  not  sup- 
plies will  be  adecjuate  through  the  end  of 
ttie  crop  year.  On  the  other  hand,  if  sales 
should  slip  further,  advertising  and  con- 
sumer promotional  programs  could  be 
instituted  to  sustain  the  market. 

As  a  result  of  the  freeze,  the  yield  per 
box  dropped  dramatically  in  the  1976-77 
crop  year.  (The  orange  crop  year  begins 
on  Dec.  1.)  The  most  recent  U.S.  De- 
partment of  Agriculture  supply  estimates 
for  the  1977-78  Florida  orange  crop  (the 
current  crop  year)  indicate  a  production 
of  168.3  million  boxes.  The  crop  is  9.9% 
smaller  than  the  year  earlier  because  of 
carryover  effects  of  the  January  1977 
freeze,  but  the  yield — at  1.24  gallons  per 
l)ox — is  a  15.9%  improvement  over  last 
season's  yield  of  1.07  gallons  per  box. 

The  first  USDA  estimate  for  1978-79 
won't  be  released  until  October,  but 
prospects  favor  a  substantial  increase  in 
the  Florida  orange  crop.  It  now  appears 
that  trees  and  foliage  have  recovered 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  author  of  Sensible 
Speculating  in  Commodities. 


from  the  devastating  freeze,  and  soil- 
moisture  levels  are  adequate.  Barring 
unforeseen  weather  problems,  crop  pro- 
duction should  increase  30  million  to  45 
million  boxes  from  the  1977-78  level. 

I  believe  that  the  prospect  of  that 
much  juice  just  over  the  horizon  along 
with  the  current  high  orange  juice  prices 
will  certainly  act  to  take  the  steam  out  of 
nearby  contract  prices.  But  before  you 
swallow  that  opinion,  let's  take  a  look  at 
what  has  happened  in  past  years  to  or- 
ange juice  prices. 

The  Commodity  Research  Bureau,  in 
a  recent  report,  found  that  on  average  for 
the  past  11  years  the  January  contract 
tends  to  advance  from  mid-July  to  mid- 
November.  In  8  of  the  past  11  years,  the 
maximum  price  advance  exceeded  the 
maximum  price  decline  in  the  July  16  to 
Nov.  15  period.  The  average  advance 
during  this  period  was  9.10  cents  per 
pound,  while  the  average  decline  was 
only  3.66  cents  per  pound.  The  reasons 
for  this  seasonal  tendency  are  not  appar- 
ent. Some  traders  believe  it  is  because  of 
the  reduction  in  supplies  as  the  season 
draws  to  a  close,  others  think  that  the 
threat  of  fall  hurricanes  and  freeze  scares 
could  produce  the  advance.  History, 
then,  dictates  that  a  long  position  has 
more  merit.  I  lielieve  that  this  year  the 
odds  favor  the  short  side.  (By  the  way, 
the  maximum  advance  in  the  time  period 
studied  was  35.5  cents  per  pound  in 
1977;  the  maximum  decline  was  10.5 
cents  per  pound  in  1976.) 

The  biggest  unknown  at  this  time  is 
how  much  juice  will  actually  move  dur- 
ing this  crop  year.  Analysts  at  both 
Bache  and  Shearson  believe  that  total 
movement  will  l^e  in  the  neighborhood 
of  170  million  gallons.  (That  compares 
with  a  three-year  average  of  188.2  mil- 
lion gallons.) 

The  average  price  paid  by  consumers 
for  a  six-ounce  can  of  juice  during  April 
1978  was  35.75  cents,  vs.  26.5  cents  a 
year  earlier — a  35%  increase.  It  is  esti- 
mated that  consumer  demand  has  lagged 
last  year's  rate  by  about  14%.  The  story 


is  much  the  same  with  chilled  orang 
juice;  prices  this  April  averaged  53  cen^ 
per  quart  in  comparison  with  4.3.7  ccn 
last  year.  Market  research  indicates  thj 
the  number  of  households  buying  frozej 
concentrate  each  week  has  declinej 
about  6%. 

Since  the  end  of  the  freeze-scare  pei| 
od,  movement  has  averaged  only  3  mij 
lion  gallons  per  week.  The  advertisiri 
and  promotion  campaigns  that  were  dii 
continued  after  the  January  1977  freez 
might  be  resumed  in  the  l>elief  that  th 
movement  could  be  increased.  Trad« 
incentive  programs  are  currently  bein 
offered  to  major  food  chains  in  order  I 
encourage  demand  on  the  retail  leve 
Furthermore,  the  Florida  Departmei 
of  Citrus  is  plaiming  to  expand  its  adve 
tising  budget  by  15%. 

If  consumption  continues  at  the  rate  ■ 
3  million  gallons  per  week,  it  woul 
leave  a  comfortable  ten-week  supply 
the  end  of  the  crop  year  (Nov.  30).  Hov 
ever,  if  the  trade  did  increase  promi 
tional  activity,  the  weekly  average  migl 
be  raised  to  a  level  that  would  revi\ 
fears  of  a  year-end  shortage.  The  indu 
try  will  have  to  monitor  its  promotion 
activities  carefully  in  order  not  to  ove 
sell  frozen  concentrated  orange  juice  ar 
thus  produce  a  shortage,  while  at  tf 
same  time  maintaining  prices  at  currei 
levels. 

Since  Feljruary  the  November  coi 
tract  has  traded  at  as  much  as  a  20-cen 
per-pound  premium  to  the  January  coi 
tract  on  several  occasions.  There  h 
been  only  one  other  year  when  that  h 
happened  before:  1968.  Even  in  191 
the  premium  touched  only  18  cents  p' 
pound.  Given  the  fact  that  a  shortage 
unlikely,  a  spread  involving  the  purcha: 
of  January  against  the  sale  of  Novembi 
at  a  premium  of  at  least  16  cents  p' 
pound  seems  reasonal)le.  I  would  risk  i 
more  than  4  cents  on  this  trade  ($600  pi 
spread).  A  gain  of  10  cents  ($1,500  p. 
spread)  or  more  is  possible.  The  marg 
on  an  OJ  spread  is  $300  while  the  roun^ 
turn  commission  is  $97.  ■ 
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TIME  talks  to  the  many  worlds 
of  multinational  marketing. 

It's  not  just  one  big  simple  world  out  there,  but  many; 
and  you  can't  hope  to  advertise  effectively  to  all  of  them 
with  big  simple  broadside  advertising. 

What  you  need  is  precision  and  flexibility 

And  the  best  place  for  that  is  TIME. 

There  are  160  international  editions  of  TIME.  Big 
broad-brush  editions  that  go  to  Europe,  Latin  America, 
Canada,  the  Pacific.  Other  editions  that  can  carry  your 
advertising  to  regions,  nations,  even  individual  cities. 
So  you  can  put  your  international  advertising  precisely 
where  your  market  is. 

And  wherever  it  appears,  TIME  is  the  same 
influential  news  magazine  that's  read  each  week  by 
26,000,000  people  around  the  world. 

International  marketing  is  worlds  within  worlds, 
and  you  can  reach  all  of  them,  with  precision  and 
flexibility,  in  TIME. 

For  more  information,  call  Dave  Gibson,  U.S.  Area 
Director  for  the  International  Editions.  His  telephone 
number  is  (212)  556-4956. 


TIME:  the  news  magazine  for  the  internationally  minded. 
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Inflationary  Bull  Market? 

By  Richard  B.  Hoey 

.  .  'We  expect  the  Fed  to  react  with 
tighter  monetary  policy  by  the 
spring  of  1979  at  the  latest' . . ." 


^^ould  we  be  on  the  threshold  of  an 
intlationary  bull  market,  maybe  even  a 
hyperiiiflationary  bull  market?  Even 
though  stocks  have  been  laggard  perform- 
ers in  the  last  decade,  due  largely  to 
inflation,  there's  also  a  great  deal  of  prece- 
dent for  an  inflationary  bull  market.  The 
most  fascinating  precedent  occurred  in 
the  German  hyperinflation  that  climaxed 
in  1923.  It  s  a  useful  guide  to  how  stocks 
can  sometimes  respond  to  raging  inflation. 

During  the  final  phase  of  the  German 
hyperinflation,  the  prices  of  stocks  multi- 
plied 3  billion-fold  in  12  months.  An 
average  German  stock  selling  for  100 
marks  in  December  1922  sold  for  300 
billion  marks  a  year  later.  Now  that's 
what  I  call  an  inflation  hedge! 

We  must  admit  the  German  hyperin- 
flation was  a  little  more  extreme  than  our 
recent  experience.  Workers  were  paid 
several  times  a  day  so  their  wives  could 
dash  to  the  store  to  buy  something — 
anything — before  prices  went  up  again. 
Wholesale  prices  rose  from  100  in  1913 
to  126  trillion  in  December  1923.  Over 
the  same  period,  an  index  of  stock  prices 
rose  from  JOG  to  27  trillion.  Thus,  invest- 
ment in  common  stocks  permitted  inves- 
tors to  preserve  one-fifth  of  their  pur- 
chasing power.  This  was  no  mean 
achievement  in  the  midst  of  such  a  tur- 
bulent period. 

It  s  easy  to  get  confused  about  market 
trends  when  stock  price  indices  rise  into 
the  trillions.  A  stock  price  index  divided 
by  an  index  of  general  prices  will  tell  you 
whether  or  not  stocks  are  acting  as  a 
good  inflation  hedge. 

It  is  possible  to  identify  four  separate 
market  phases  between  1918  and  1923  in 
the  index  of  German  stock  prices  de- 
flated by  wholesale  prices  (1913  =  100). 
In  a  sense,  they  were  bull  markets  and 
bear  markets  in  the  purchasing  power  of 
common  stocks. 

First,  between  early  1918  and  mid- 

Richard  B.  Hoey  is  a  vice  president  and  in- 
vestment strategist  at  Bache  Halsey  Stuart 
Shields. 


1920,  a  bear  market  phase  in  the  deflated 
stock  index  occurred  as  it  dropped  from 
62  to  11.  Dividend  growth  was  re- 
strained by  the  need  for  more  working 
capital,  and  this  contributed  to  the  lag  of 
stock  prices  behind  the  prices  of  goods. 

Second,  from  mid-1920  until  late  1921 
the  deflated  index  surged  from  1 1  to  27. 
Stock  prices  rose  in  lockstep  with  the 
depreciation  of  the  mark  on  the  foreign 
exchange  market.  The  faster  the  mark 
collapsed,  the  more  stock  prices  rose. 
Stocks  represented  ownership  of  real 
goods  while  confidence  in  the  currency 
was  dropping. 

Third,  from  late  1921  until  October 
1922  the  deflated  index  had  a  sharp  bear 
market  phase,  dropping  from  27  to  4. 
(Stock  prices  doubled,  while  wholesale 
prices  increased  16-fold.) 

Stocks  were  a  severe  disappointment 
as  an  inflation  hedge  in  that  period. 
What  happened?  A  peculiar  type  of  cred- 
it crunch  occurred.  The  German  govern- 
ment made  a  last  desperate  attempt  to 
restore  stability  by  raising  taxes  and  cut- 
ting government  subsidies,  temporarily 
lowering  the  budget  deficit.  Credit  be- 
came harder  to  obtain  and  stocks  lagged 
behind  price  inflation. 

A  fourth  phase,  a  bull  market  in  the 
deflated  index,  began  in  October  1922 
for  two  reasons.  First,  the  central  bank 
began  supplying  credit  to  corporations 
by  accepting  huge  volumes  of  commer- 
cial bills  at  the  discount  window.  Sec- 
ond, on  Oct.  12,  1922,  the  government 
passed  a  law  making  it  much  more  diffi- 
cult for  investors  to  buy  foreign  curren- 
cies as  an  inflation  hedge.  The  result  was 
to  divert  domestic  funds  into  the  stock 
market,  as  the  only  good  inflation  hedge 
left.  The  deflated  index  rose  from  4 
in  October  1922  to  33  in  November 
1923,  then  back  to  21  in  December  1923. 
In  real  terms — in  purchasing  pow- 
er terms — then,  German  investors 
emerged  in  1923  with  about  21%  of  their 
original  capital  intact.  Hardly  a  triumph, 
but  a  lot  better  than  many  other  Ger- 
mans did. 
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Back  to  my  original  question:  Are  w  Bga: 
in  the  early  stages  of  a  market  like  this- 
one  where,  if  investors  can't  maintain  a| 
their  purchasing  power,  they  can  at  lea; 
maintain  some  of  it?  Let's  examine  th 
present  situation  in  the  U.S  and  compar 
it  with  the  Gennan  experience  of 
years  ago. 

In  mid-April  1978  a  temporary  rally 
the  dollar  set  off  a  strong  inflow  of  foj 
eign  money  into  U.S.  stocks  even  thoug 
U.S.  inflation  continued  to  run  at  109i 
The  idea  that  stocks  were  an  inflatiol 
hedge  began  to  emerge  again 

But  here  is  a  crucial  difference.  Th 
great  inflationary'  bull  markets  of  th 
past — the  German,  ours  during  the  Civ 
War,  France  s  after  World  War  I — hav 
been  the  result  of  rapidly  acceleratin 
monetary  growth  maintained  by  irre 
sponsible  central  bankers. 

Thus,  the  prospect  that  stocks  in  th 
U.S.  will  move  up  as  inflation  accelerate 
depends  on  the  assumption  that  the  Fee 
eral  Beserve  will  continue  to  fuel 
accelerating  monetary  inflation.  I'll  grai 
that  that's  what  they  ve  done  to  date 
Over  the  past  year,  bank  reserves,  ban 
lending,  monetary  base  and  M-1  growt 
have  all  been  excessive. 

Don't,  however,  count  on  e.xcessiv 
credit  creation  to  last  forever.  After 
temporary  slowdown  in  consumer  price 
in  late  1978,  inflation  should  surge  to  8' 
to  9%  in  early  1979.  We  expect  the  Fi 
to  react  with  a  tighter  monetary  polic 
by  the  spring  of  1979  at  the  latest. 

We  don  t  know  of  a  single  case  wht 
stocks  acted  as  a  good  hedge  again 
inflation  during  a  period  of  reafly  restn^ 
tive  monetan,'  policy.  So  any  inflationai 
bull  market  in  Wall  Street  this  year 
likely  to  prove  very  short-lived.  After  th 
economy  slides  into  recession  and  tf 
financial  pressures  ease,  that's  a  differei 
stor\'.  Stocks  should  do  well  for  at  least 
year  following  the  bottom  of  the  ne 
recession,  which  we  e.xpect  to  occur  : 
late  1979.  But  for  the  next  12  months  c 
so  we  do  not  look  for  great  things  froi 
the  stock  market.  ■  | 


232 


FORBES  SEPTEMBER  18.  197 


Through  Forbes  new  CEO 
plan,  you  can  make  sure 
all  the  key  people  in 
your  company  receive 
Forbes  regularly  at  home. 


Independent  research  shows 
orbes  reaches  more  top  manage- 
lent  than  any  other  business 
lagazine.  With  good  reason.  As 
le  president  of  one  international 
orporation  remarked,  "Forbes 
lis  me  what  I  want  to  know, 
^hat  business  is  doing.  What  the 
tock  market  is  doing.  It's  a  natu- 
d  for  busy  businessmen.  With 
orbes,  you  get  it  all  in  one 
lace." 

We  suggest  that  what's  good 
lai  )r  top  management  is  good  for  all 
16  key  personnel  in  your  com- 
any. 

Better  informed  about  other 
.l-  jmpanies,  about  other  indus- 
raj  ries,  about  the  economy  as  a 
'hole,  they  are  better  equipped 
handle  their  own  job. 
But  with  Forbes,  they  get 
'fi  jmething  more  than  informa- 
on.  Forbes  unique  editorial  ap- 


proach shows  management  at 
work — in  turnaround  situations, 
in  mergers,  responding  to  market 
changes.  Then  the  follow 
through — how  management  per- 
formance is  translated  into  in- 
creased sales  and  earnings. 

Forbes  demonstrates,  in  exam- 
ple after  example,  that  the  prime 
ingredient  for  a  company's  suc- 
cess is  the  people  who  run  it. 

We  believe  the  impact  on  your 
own  key  people  can  be  powerful 
and  positive.  In  today's  business 
climate,  it's  easy  for  them  to 
think  that  results  depend  on  re- 
ports, figures  and  other  imperson- 
al data.  Forbes  reminds  them  that 
in  the  complete  picture,  they  sit 
in  the  front  row. 

Through  Forbes  new  CEO 
plan,  your  company  can  sponsor 
an  arrangement  whereby  key  per- 
sonnel may  subscribe  at  preferen- 


tial rates,  paid  either  by  the 
company  or  the  individual.  The 
plan  is  working  effectively  at  sev- 
eral companies  already.  It  is  sim- 
ple to  set  up.  The  materials  are 
supplied  by  Forbes.  The  demand 
on  company  time  is  negligible. 
The  benefits  can  be  significant. 

As  a  reader  yourself,  you  know 
Forbes  can  deliver  a  lot  in  a  very 
few  minutes.  It's  readable, 
human,  often  entertaining.  In  its 
Money  and  Investment  section,  it 
offers  valuable  advice  on  per- 
sonal money  matters  as  they  af- 
fect executives.  There  is  every 
reason  for  a  CEO  plan  in  your 
company  to  be  welcomed. 

For  more  information  on 
Forbes  CEO  Plan,  fill  in  and  re- 
turn the  coupon  below  or  write  to 
Jay  O'Brien,  Director,  Forbes 
CEO  Plan,  60  Fifth  Avenue, 
New  York,  N.Y.  10011. 
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o-  Forbes  CEO  Plan 

J.  R.  O^Brien,  Director 

60  Fifth  Avenue,  New  York,  N.Y.  10011 


I'm  interested  in  Forbes  CEO  Plan,  send  more  details  and  tell  me 
how  my  company's  key  personnel  can  participate  and  receive  Forbes 
at  preferential  rates. 


Name 
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Agency:  Ries  Cappiello  Colwell,  Inc. 

WHIRLPOOL  CORPORATION   160-161 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

□  WHITE  CONSOLIDATED  INDUSTRIES, 
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on  the 

Thoughts  .  .  .  Business  of  Life 


Most  men  talk  too  much. 
Much  of  my  success  has  been  due 
to  keeping  my  mouth  shut. 
J.  Ogdkn  Armour 


Frank  and  explicit:  That  is 
the  right  hne  to  take  when  you 
wish  to  conceal  your  mind  and 
confuse  the  minds  of  others. 
Benjamin  Disraeli 


We  should  keep  so  close  to  facts  that 
we  never  have  to  remember  the  secor 
time  what  we  said  the  first  time. 
F.  Marion  Smith 


Short  words  are  best  and  the  old 
words  when  short  are  best  of  all. 
Winston  Churchill 


Behind  every  argument  is 
someone's  ignorance. 
Louis  Brandeis 


Useful  knowledge  is  a  great 
support  for  intuition. 
Charles  B.  Rogers 


I  think  the  first  prerequisite 
to  civilization  is  an  ability  to 
make  polite  conversation. 
W.  H.  AUDEN 


Hidden  talent  counts  for  nothing. 

Nero 


Integrity  without  knowledge  is  weak 
and  useless  and  knowledge  without 
integrity  is  dangerous  and  dreadful. 
Samuel  Johnson 


All  wise  men  share  one  trait  in 
common:  the  ability  to  listen. 
Frank  Tyger 


A  good  listener  is  not  only 
popular  everywhere,  but  after 
a  while  he  kno'..s  something. 
Wilson  Mizner 


Common  sense  in  an  uncommon  degree 
is  what  the  world  calls  wisdom. 
Samuel  Taylor  Coleridge 


The  mind  of  a  bigot  is  like  the 
pupil  of  the  eye;  the  more  light  you 
pour  upon  it,  the  more  it  will  contract. 
Oliver  Wendell  Holmes 


We  get  into  the  habit  of  living  before 
acquiring  the  habit  of  thinking. 
Albert  Camus^ 


Knowing  when  to  keep  your  mouth  shut 
is  invariabh)  more  important  than 
opening  it  at  the  right  time. 

Being  right  half  the  time  beats 
being  half  right  all  the  time.* 
Malcolm  Forbes 


Eloquence  is  vehement  simplicit)'. 
Cecil 


When  you  assemble  a  number  of  men 
to  have  the  advantage  of  their  joint 
wisdom,  you  inevitably  assemble 
with  those  men  all  their  prejudices, 
their  passions,  their  errors  of 
opinion,  their  local  interests 
and  their  selfish  views. 
Benjamin  Franklin 


It  is  the  difference  of  opinion 
that  makes  horse  races. 
Mark  Twain 


Truth  can  never  be  told  so  as  to 
be  understood  and  not  be  believed. 
William  Blake 


Nostalgia  combines  regularly 
with  manifest  respectability  to 
give  credence  to  old  error  as 
opposed  to  new  truth. 
John  Kenneth  Galbraith 


To  be  wrong  all  the  time  is 
an  effort,  but  some  manage  it. 
William  Feather 


*From  The  Sayings  of  Chairman 
Malcolm,  a  collection  of  over  500 
thoughts  embodying  the  wit  and 
wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth 
Avenue,  New  York,  N.Y.  10011. 
Add  appropriate  sales  tax  on  New 
York  State  orders. 


Truth  has  many  shells.  Each  is 
the  truth,  but  each  represents  a 
different  aspect,  depending  on  the  bias, 
self-interest,  or  other  psychological 
coloration  which  remains  on  the  surface. 
As  one  after  another  shell  is  removed, 
the  picture  of  truth  changes.  Only  if 
one  can  reach  the  core,  hidden  beneath 
the  protective  covering,  does  one 
feel  he  knows  the  bare  truth. 
Louis  NiZER 


A  Text  .  .  . 


Sent  in  by  Cecil  B.  Wade,  Sterling,  111.  What's 
your  favorite  text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


Can  two  walk  together,  except  they  / 

agreed? 

Amos  3:3 
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Report  from  Number  One  Wall  Street 


How  Irving's  Corporate  Finarx:el  Counseling  works  for  companies. 


Practiced  and  practical. 

Each  year,  Irving's  Corporate 
Financial  Counseling  professionals 
hold  seminars  on  subjects  of  inter 
est  to  corporate  managers.  And 
when  Victor  Suhar,  International 
Group  Manager,  conducts  ses- 
sions, the  subjects  are  international 
in  scope. 

"We're  working  practition- 
ers," he  explains,  "so  we  speak 
from  experience. 

"Recendy,  for  example,  we 
were  retained  as  counsel  on  foreign 
exchange  risk  management  by  a 
U.S.  manufacturer  of  industrial 
equipment  having  heavy  equity 
participations  abroad.  Our  assign- 
ments :  first,  design  a  program  to 


reduce  foreign  exchange  risk. 
Then,  evaluate  the  company's 
equit>' investments  overseas. 

"Later,  a  European  affiliate 
engaged  us  for  a  recapitalization 
and  a  five-year  financing  plan. 

"Experience  like  this  enables 
us  to  make  successful  recommenda- 
tions for  our  clients  worldwide." 

Independent,  informed 

counsel.   "Last  year  alone, 
some  500  companies  called  on  our 
services  to  meet  a  wide  variety  of 
needs."  Speaking:  Harry  Lund, 
Domestic  Group  Manager,  Cor- 
porate Financial  Counseling. 

"Broadly,  we're  corporate 
consultants  on  all  matters  of  long- 
term  finance  and  financial  man- 
agement. We  assist  our  customers 


in  areas  ranging  from  mergers  am 
private  placements  to  dividend  p« 
icy  and  profit  goals.  We're  asour< 
of  up-to-date  information  and  in- 
sight on  financial  issues.  And  we'^ 
a  supplemental  staff  to  help  with  b 
or  urgent  projects. 

But  most  of  all ,  we  offer 
something  that  managers  just  can 
find  in  their  own  companies— an 
independent,  informed  opinion  oi 
problems  of  corporate  financing 
and  policy." 

The  Olympic  bank.  Irving 

is  well-prepared  to  serve  as  the 
Official  Bank  of  the  1980  Olympic 
Winter  Games .  After  all ,  we  have 
more  than  100  years  of  experienct 
in  international  banking. 


oqp 


Irving  Trust  Company.  Unique. Worldwidi 

A  CHARTER  NEW  YO,RK  BANK  © 


THE  OFFICIAL  BANK  OF 
TMMiB  THE  1980  OLYMPIC  WINTER  GAMES. 


Member  FC 


^Tinally,  a  dictation  unit  so  small 
simple  you'll  take  it  every  where? 


•lier's  new  Vest  Pocket  Secretary. 

\  know  Arnie  as  a  golfer.  But  he's  a  businessman,  too. 

1  the  way  he  stays  ahead  of  paperwork  when  he's  out 
.  the  office  is  with  Lanier's  remarkable  new  Vest  Pocket 
ecretary. 

It's  so  small  and  light  you  really  can  slip  it  in  your 
cket  and  take  it  everywhere.  Yet  the  Vest  Pocket  Sec- 
.  .tary  packs  a  full  hour  of  ideas,  letters,  memos  and  re- 
-rts  on  a  single  micro-cassette.  And  then  plays  it  back 
'ich  astonishing  clarity,  all  at  the  touch  of  a  single 
button. 

Try  Arnie's  new  grip  for  the  busy  executive.  Get  more 
done  with  Lanier's  Vest  Pocket  Secretary. 

Mail  this  coupon  today,  or  call  Jennifer  Scott  toll- 
free  at  (800)  241-1706  (except  Alaska  and  Hawaii).  In 
Georgia  call  (404)  321-1244  collect. 

International  o£Bces  in :  Australia  •  Belgium  •  Canada 
many  •  Ireland  •  Netherlands  •  New  Zealand  •  Norway  • 


-Arnold  Palmer 


□  Please  contact  me  with  more  information 
about  the  Vest  Pocket  Secretary. 


Name- 


.Title- 


Company. 


-  Phone  _ 


Business  Address- 


aty_ 


_State- 


.Zip_ 


Mail  to:  Lanier  Business  Products,  Inc. 

1700  Chantilly  Dr.  N.  E.,  Atlanta,  Ga.  30324 


LANIER  BUSINESS  PRODUCTS  INC 


Get  a  lot  more  done  in  a  lot  less  time. 

•  Denmark  •  England  •  Finland  •  France  •  Ger- 
Puerto  Rico  •  South  Africa  •  Sweden  •  Switzerland 
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Recognize  our  synthetic  oil  well? 
One  dragllne^s  cool  production  con 
replace  2QOOO  barrels  of  oil  a  day 


Capability  like  ttiis  is  part  of  wtiat  make 
Bucyrus-Erie  a  leader. 

The  energy  crisis  is  real.  It's  going  to  get  worse:  without  question,  we  as  a 
nation  must  become  more  self-sufficient.  We  can. ..with  coal,  our  largest, 
most  important  energy  resource.  Coal  is  available— now.  And  one  giant 
dragline  like  the  2570-W  shown  can  uncover  more  than  5000  tons  of  coal 
in  a  single  day.  in  a  way  that  provides  for  early  reclamation.  With  machinery 
like  this  and  vast  coal  reserves,  we  can  keep  the  nation's  lights  burning. 
To  meet  the  nation's  need,  we've  increased  production  of  mining  shovels, 
blast  hole  drills  and  draglines.  We've  more  than  doubled  floor  space.  We've 
invested  in  dozens  of  giant  machine  tools.  We've  recruited  and  trained 
skilled  people.  We've  developed  customer  training  programs  to  help  miners 
increase  productivity.  And  we've  increased  emphasis  on  developing  new 
and  improved  machines. 

Recognizing  that  coal  is  our  single  most  important  energy  resource,  our 
long-term  commitment  to  the  coal  industry  will  continue.  For  information, 
write  to  Bucyrus-Erie  Company,  Dept.  FF.  South  Milwaukee.  Wisconsin  53172. 


BUCYRUS-ERIE^ 


Forbes 


Side  Lines 


Editor 

Jamks  W.  Michaels 
Managing  Editor 

Shi:lix)n  Zalaznick 
Executive  Editors:  Dcro  A.  Saunders,  James  Cook, 
Norman  Pcarlstine  (West  Coast  and  Pacific) 
Economics  Editor:  Ben  Weberman 
Art  Director:  Kvcrett  Halvorsen 
Senior  Editors:  Ruth  M.  Grueniierg,  Robert  J. 
Flaherty,  Howard  Riidnitsky,  Jefferson  Grigsby,  John 
A.  C^onway,  Stanley  II.  Brown,  Malcolm  S.  Forbes  Jr. 
Associate  Editors:  Clothield  Spencer,  Paul  W.  Sturm, 
Paul  Blustein,  Paul  Gibson,  EHlen  Melton,  Jean  Briggs 
Staff  writers:  Harold  Seneker,  James  O'Hanlon, 
Phyllis  Herman,  Lawrence  Minard,  Nick  Galluccio 
Reporters:  Brian  McGlynn,  Betty  Franklin,  Steven 
Solomon,  Cynthia  Saltzman 

Reporter-Researchers:  Flora  S.H.  Ling.  Chief;  Sharon 

Reier,  Thomas  Jafle,  Richard  Greene,  Elizabeth 

Cronin,  Tedd  A.  Cohen,  William  B  Harris,  Gerald 

Odening,  Linda  Gasparello,  Christine  Miles 

Statistical:  Robert  M.  Sterenson,  Editor,  Donald  E. 

Popp,  Associate  Editor;  Edward  Sakalian,  Maria  M. 

Latorraca,  Ann  Oliver,  Steven  Marknian 

Washington  Bureau:  John  M.  Berry,  Manager;  James  S. 

Bvrne,  Patricia  Aburdene,  Fern  Schumer 

Vyfest  Coast  Bureau:  Kathleen  K.  Wiegner,  Anthony 

Spoeth 

Southwestern  Bureau:  James  Flanigan,  Manager; 
Elizabeth  Bailev,  Jane  Carmichael  Midwesfern 
Bureau:  Bob  Tamarkin,  Manager;  Marcia  R.  Berss 
European  Bureau:  Geoffrey  Smith,  Manager; 
Barbara  Ellis 

Copy  Department:  Arline  H.  Meltzer,  Manager; 
Christopher  Lawther,  Dolores  Guilhot 
Art  Department:  Roger  Zapke,  Timothy  J.  Neweomb, 
Assistant  Directors;  Nikki  Frost,  Cheryl  Wiesenfeld, 
Photo  Researchers 

Columnists:  Heinz  H.  Biel,  Lucien  O.  Hooper, 
Thomas  P  Murphy,  Stanley  W.  Angrist 

Director  of  Production:  John  J.  Romeo; 
Robert  M.  Rosengarten,  Edward  B.  Morgan, 
Diane  B.  Freeman,  Robert  D.  McDaniel,  Assistants 
Advertising  Production:  Patricia  Deckelnick 
Photocomposition:  James  Cianelli,  Manager; 
Vincent  Loccisano,  Assistant;  Lynn  Caspar, 
Johnnie  English,  Arthur  Petz 
Librarian:  Dolores  A.  Lataniotis;  Clarita  Jones, 
Santiago  Alvarado,  Gloria  Katz 


President  and  Editor-in-Chief 

Malcolm  S.  Forbes 
Publisher 
James  J.  Dunn 
Executive  Vice  President 
Leonard  H  Yablon 
Vice  President  and  Secretary:  Malcolm  S.  Forbes  Jr. 
Vice  President-Treasurer:  Leonard  Greenberg 
Controller:  Joel  B  Redler 

Director  of  Advertising:  Stephen  G.  Nicoll 
Director  of  Sales  Promotion  and  Research: 

VV'm  Donald  Garson 

Director  of  Circulation:  John  M.  Thornton 

Director  EDP:  Jerome  Hoff'man 

Advertising  Representatives: 

New  YorK:  60  Fifth  Ave.,  10011,  Peter  M.  Schoff^, 

Mgr.,  Arnold  J.  Prives,  Fin.  Adv.  Mgr.;  H.  Duncan 

McMillan,  Co-Dir  Spec.  Proj.;  George  C.  Clissold, 

Donald  W.  MacDonald,  G.  Croft  Henry,  Charles  S. 

Thorn  Jr,  John  A.  Wilson,  Richard  Calkins 

Dir  of  International  Adv.:  James  W.  LaCirignola 

Atlanta:  .5.50  Pharr  Rd  N.E.,  30305, 

Don  L.  Uhlenhopp.  Mgr. 

Chicago:  435  N.  Michigan  Ave.,  60611, 

Richard  W.  Reynolds,  Mgr. . 

James  H.  Mallon,  Fred  H.  Wellington 

Cleveland:  Suite  501,  The  Leader  Building,  44114, 

James  B  Norton,  Mgr 

Dallas:  4681  First  National  Bank  Building,  75202, 
Donald  R.  Brown,  Mgr.;  William  R.  Arnold,  Co-Dir. 
Spec.  Proj. 

Detroit:  2401  West  Big  Beaver  Rd.,  Troy,  Mich.  48084, 

Richard  E.  Forbes,  Mgr. 

Los  Angeles:  5900  Wilshire  Blvd.,  90036, 

Robert  L.  Kim7Tierle,  Mgr. 

San  Francisco;  625  Market  St..  9410,5, 

John  B  (Cunningham,  Mgr. 

Classified:  Sarah  Madison 

60  Fifth  Avenue,  New  York,  N  Y.  10011, 

Phone:  212-67.5-7500 


Forbes  in  A, 


nj7H 


For  those  who  make  decisions. 

A  Voice  To 
Arab  Business 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave.,  New  York,  N.Y.  1001 1 

PAID  CIRCULATION  OVER  660,000 
FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


One  OF  the  more  fascinating  pioneer- 
ing endeavors  in  the  history  of  this 
magazine  (as  well  as  in  that  of  U.S. 
business  journalism)  has  been  the 
Forbes  "Report  On  American  Indus- 
try, published  entirely  in  Arabic. 
This  inonth  our  fourth  annual  edition 
is  being  distributed  to  a  carefully 
compiled  list  of  more  than  20,000  of 
the  most  important  business,  finan- 
cial, governmental  and  educational 
decision-makers  in  the  Arab  World. 

Forbes  in  Arabic  is  one  of  the 
larger  issues  we  put  out  each  year. 
This  year's,  at  192  pages,  is  our  big- 
gest Arabic  edition  ever.  It  includes 
more  than  50  pages  of  tabular  and 
directory  material  covering  nearly 
600  of  the  biggest  and  most  important 
U.S.  publicly  owned  corporations — a 
business  encyclopedia  unicjue  in  the 
Arabic  language.  In  addition,  there 
are  more  than  60  news  and  feature 
stories  on  American  business  and  how 
it  functions  in  the  U.S.  economic  and 
social  system. 

Since  this  is,  first  and  foremost,  a 
magazine  about  American  business, 
the  information  is  first  prepared  by 
Forbes'  editorial  staff  in  New  York, 
then  written  and  edited  in  Arabic  by  a 
team  under  the  direction  of  Dr.  Yas- 
sin  El-Ayouty,  Forres'  Arabic  edito- 
rial adviser. 

Our  partners  in  the  Arab  World  in 
this  endeavor  include  two  of  the  most 
famous  names  in  Middle  East  pub- 


lishing. Typesetting  and  photocom- 
position are  by  the  commercial  arm  of 
the  influential  daily  Al-Ahram.  Dis- 
tribution is  by  the  circulation  division 
of  the  equally  influential  Akhbar  Al- 
Yom,  whose  circulation  is  the  largest 
in  the  Arab  World. 

Printing  and  binding  is  done  at  the 
Smeets  Offset  printing  plant  at 
Weert,  Holland,  one  of  the  largest  in 
Europe,  and  the  magazines  shipped 
back  to  Cairo  for  distribution*. 

Until  this  year  our  circulation  lists 
were  in  English — adequate  in  the 
Arab  World,  where  English  is  an  in- 
creasingly important  language.  Ade- 
quate perhaps,  but  not  fully  ideal  for 
an  Arabic  publication.  So  this  year,  an 
entirely  new  list  has  been  compiled  in 
Arabic  by  a  network  of  15  representa- 
tives throughout  the  Arab  World:  edi- 
tors-in-chief high-level  editors  and 
business  leaders.  Our  new  lists  are 
greatly  refined  and  even  more  specifi- 
cally targeted  toward  those  who  make 
the  decisions  in  the  vast  and  growing 
new  markets  of  the  Arab  World. 

Our  new  circulation  now  brings 
Forbes  in  Arabic  to  everv^  member 
nation  of  the  League  of  Arab  States, 
cutting  across  ideological,  political 
and  social  lines  but  unified  in  tuo 
ways — by  the  Arabic  language  and  by 
Forbes'  editorial  message:  that  the 
American  free-enterprise  system  is 
capable  of  interacting  with  any  world 
region  for  human  betterment.  ■ 
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Our  help 
can  get  your  new 

European  plant  started 

Our  people 

will  keep  it  working. 


Any  country  in  the  EEC  can  help  you  set  up 
production.  You  could  shop  from  government 
to  government  for  assistance.  Compare  start- 
up grants,  loan  subsidies,  tax  relief,  employee 
training  and  so  on. 

What  would  you  find?  Here  is  the  conclu- 
sion reached  in  an  independent  study  of  the 
Common  Market  countries  by  Plant  Location 
International  of  Brussels:  "Overall,  Northern 
Ireland  giveis  the  best  package  of  incentives." 

But  the  ribbon-cutting  is  just  the  first  step. 
Whatever  the  size  and  nature  of  financial  aid, 
ultimate  success  depends  on  the  quality  of  the 
local  work  force  and  management. 

A  TRADITION  OF  INDUSTRY 

The  people  of  Northern  Ireland  are  part  of  a 
manufacturing  tradition  that  stretches  back  to 
the  Industrial  Revolution.  It  has  shaped  posi- 
tive attitudes  toward  productivity,  attendance, 
new  production  techniques,  and  company 
loyalty.  This  heritage  shows  in  the  smooth 
relations  between  company  and  union.  Here 
workers  possess  a  range  of  skills  from  the 
basic  to  the  sophisticated.  Here  work  is  work. 
People  of  all  political  views  work  harmoni- 
ously together. 

All  this  has  helped  productivity  in  Northern 
Ireland  to  increase  37%  over  an  eight-year 
period.  At  the  same  time,  a  yearly  average 
of  only  368  working  days  per  1,000  workers 
were  lost  here,  compared 
tn  pn  average  559  days  in 


NORTHERN  IRELAND 

Put  US  to  work  for  you. 


the  United  States.  And  rates  of  labor  turn- 
over are  among  the  lowest  anywhere. 

THE  AMERICAN  EXPERIENCE 
More  than  thirty  U.S.  manufacturers  serve 
their  Common  Market  customers  from  North- 
ern Ireland.  Among  them  are  Du  Pont,  Good- 
year, Ford,  Monsanto,  ITT,  and  Tenneco. 
Grundig,Telefunken,  and  Enka  are  here  from 
the  Continent.  Most  U.S.  firms  now  have  full 
local  management,  who  successfully  employ 
American  management  techniques. 

A  NEW  ARRIVAL-GM 

General  Motors,  which  has  recently  decided 
to  locate  in  Northern  Ireland,  comments: 
"Among  the  many  factors  that  led  to  the 
choice  of  Northern  Ireland  is  your  established 
tradition  in  engineering,  the  quality  of  your 
skilled  workers,  the  fine  record  of  labor  per- 
formance in  the  province,  and  your  excellent 
communications  by  road,  rail,  sea,  and  air." 

GET  STARTED 

Talk  to  Reg  Browne  or  George  McLaren  at 
our  New  York  Office.  Whether  your  European 
location  needs  are  immediate  or  future,  they'll 
quickly  tailor  an  offer  of  assistance  to  suit 
your  project  outline.  Call  (212)  593-2258.  Or 
write:  Northern  Ireland  Industrial  Develop- 
ment Office,  British  Consulate-General,  150  East 
58th  Street,  New  York, 
New  York  10022. 


Attention  business  fliers-. 
When  you  travel 
on  American  Airlines 

YOU  GET 
WHAT  YOU 
PA^FOR. 

Now,  full fare  treatment  for 
the  full  fare  passenger 

Including  a  special 
Coach  section  for  full  fare 
passengers  only. 


First  Class,  passengers 
pay  30%  more  than  Coach, 
and  get  the  luxury  they  want. 


In  Coach,  where  business 
travelers  fly  most  often, 
you  get  the  full-fare  treat- 
ment you  want. 


Economy,  passengers 
pay  up  to  50%  less 

than  Coach,  and  get  the 
low-cost  transportation 
they  want. 


Business  fliers  are  an 
airline's  bedrock  customers. 
But  though  they  usually  pay 
full  fare,they  don't  always 
getfullfaretreatment 
Starts  Oct.  15 
So  beginning 
on  October  15, 
American  will 
create  a  special  Coach  section 
for  our  full  fare  passengers  only! 

That  way,  your  seatmate  will 
be  a  full  fare  passenger.  And 
when  we  have  empty  seats,  most 
of  them  will  be  in  your  section. 
Effective  Now 
You  needn't  wait  until  Oct. 
1 5  to  get  what  you  pay  for.  Now 
you  can  choose  your  seat  when 
you  make  your  reservations,  on 


any  American  flight. 
That's  a  new  service— for 
full  fare  passengers  only. 
You  can  choose  your 
seats  in  advance  for  a 
whole  trip,  includ- 
ing connections 
and  your  flight 
back  home. 
And  you  can  even  get  all  your 
boarding  passes  ahead  of  time, 
to  avoid  all  those  lines. 

What's  more,  we'll  try  to  re- 
serve lots  of  carry-on  luggage 
space  just  for  you. 

So  call  your  Travel  Agent  or 
American,  and  get  the  full  fare 
treatment  you  deserve. 

On  American  Airlines,  you 
get  what  you  pay  for. 


re  American  Airlines.  Doing  what  we  do  best. 


*On  all  flights  in  the  ContiiKiii  il  L  inied  Slates  and  Canada 


Trends 


Edited  by  JOHN  A.  CONWAY 


Taxman,  Spare  That  Tree 

Among  the  U.S.  taxpayers  happiest  over 
the  prospect  of  a  cut  in  capital-gains 
levies  are  the  big  timber  companies. 
Timber,  unlike  other  corporate  inven- 
tories, is  rated  a  capital  asset,  so  that 
profit  based  on  the  value  of  a  tree  can  be 
treated  as  a  capital  gain.  Individuals  now 
can  exclude  half  their  gains  for  tax  pur- 
poses; corporations  must  declare  them 
all.  The  only  break  a  corporation  gets  is 
that  it  can  elect  to  pay  only  30%  on 
capital  gains,  provided  that  percentage  is 
lower  than  its  regular  income  tax  rate. 
No  matter  which  way  Congress  chooses 
to  cut  the  capital-gains  tax,  the  tree  men 
stand  to  profit.  The  House,  for  instance, 
wants  to  reduce  the  top  corporate  bite 
from  48%  to  46%.  That  change  means,  at 
a  minimum.  Congress  will  probably  low- 
er the  capital-gains  alternative  from  30% 
to  28%.  Under  that  arrangement,  a  tim- 
ber giant  like  Weyerhaeuser  Co.  could 
pick  up  an  extra  $3.2  million  in  profits 
(based  on  last  year's  figures),  and  Geor- 
gia-Pacific Corp.  would  earn  an  extra 
$1.8  million. 

Fewer  Federal  Jobs^ 

No  formal  announcement  is  expected 
until  after  Congress  acts  on  President 
Carter  s  civil  service  reorganization  pro- 
posals, but  his  next  anti-inflation  package 
will  reveal  a  new  tactic:  a  freeize  on  fed- 
eral hiring.  The  idea  is  the  brainchild  of 
Carter  adviser  and  chief  anti-inflation 
strategist  Robert  S.  Strauss  and  has  the 
backing  of  James  T.  Mclntyre,  director 
of  the  Office  of  Management  &  Budget. 
A  possible  route  the  move  might  take 
would  be  to  leave  empty  40%  or  so  of  the 
job  slots  that  become  vacant  as  federal 
workers  quit  or  retire.  One  certain  result 
will  be  more  unhappiness  in  the  bu- 
reaucracy, already  disturbed  by  the 
White  House  civil  service  reform  plan 
and  the  proposed  5.5%  lid  on  federal 
raises  this  year. 

The  Thinking  Repairman 

The  next  Pitney-Bowes  serviceman  you 
call  in  to  treat  your  ailing  P-B  postage 
meter  will  arrive  armed  with  more  than  a 
tool  kit.  The  Stamford,  Conn,  firm  has 
put  about  3,000  service  representatives 
in  its  134  field  offices  through  a  special 
course  in  transactional  analysis  ("TA"), 
based  on  the  behavior  theories  described 
in  books  like  Eric  Berne's  Games  People 
Play  and  Tom  Harris'  )  )/i  OK— You  re 
OK.  The  lessons  show  P-B  personnel 
how    to    identify    which  'personality 


style  — parent,  adult  or  child — acl^icnt  is 
projecting  and  how  to  handle  it.  A  frus- 
trated, finger-shaking  customer,  for  ex- 
ample, is  in  a  "parent "  state.  Blasting 
back  would  mean  the  repairman  was 
making  a  "child's  "  response  and  that  is  a 
no-no,  according  to  P-B  service  Vice 
President  Rogers  Wells.  A  more  proper 
response,  he  says,  is  "  to  adopt  the  adult 
state — sensible,  practical."  The  TA 
trainee  is  told  that  "when  faced  with  a 
problem  situation,  the  first  move  is,  ask 
yourself;  "Hou  do  I  feel  inside'?"  " 

A  Striice  A  Day 

"Yesterday  was  a  good  day.  We  had 
only  13  major  stoppages.  "  That  is  the 
wry  comment  of  Michael  Edwardes, 
chairman  of  Britain's  major  automaker, 
British  Leyland  (now  BL),  on  his  com- 


tlirough  the  next  quarter,  traditionalK  a 
big  moneymaker  for  advertising  media. 
The  last  long  shutdown,  the  four-month 
ordeal  of  1966,  mortally  wounded  four  of 
New  York  s  then  seven  newspapers — but 
this  time  things  are  different.  One  top 
analyst,  Kendrick  Noble  of  Paine  Web- 
ber Mitchell  Hutchins,  Inc.,  says  the 
Times,  for  one,  will  finish  in  the  black 
even  if  it  doesn't  publish  an  issue  for  the 
rest  of  the  year.  "  This  (juarter,  "  he  says, 
"  is  also  the  best  for  magazines  and  the 
Times  has  Family  Circle  and  Us.  It  is  also 
a  big  (juarter  for  newsprint  and  the 
Times  has  a  big  newsprint  operation.  " 
These  auxiliaries,  in  Noble's  view,  will 
fill  in  the  gap  left  by  the  loss  of  Times  ad 
lineage.  To  a  lesser  degree,  the  other 
New  York  newspaper  publishers  also 
have  outside  resources  to  fall  back  on. 
The  News  has  the  backing  of  its  owner, 


British  automobile  icorkers  assemble  for  the  strike  of  the  day 

Which  is  the  real  work  place — the  assembly  line  or  the  picket  line? 


pany's  labor  problems.  During  the  first 
six  months  of  this  year,  Edwardes  says, 
Leyland  factories  were  "'disrupted'  by 
labor  disputes  no  fewer  than  346  times. 
A  U.S.  automobile  compan\'  that  had, 
say,  20  such  shutdowns  in  a  \ear  would 
be  out  looking  for  a  new  labor-relations 
vice  president. 

We  Are  Not  Alone 

With  the  New  York  newspaper  strike 
grinding  into  its  second  month,  the 
doomsa\ers  are  starting  to  speculate  on 
what  will  happen  to  the  city's  three  dai- 
lies— the  Times,  the  Neics  and  the 
Post — should    the    walkout    drag  on 


the  Chicago  Tribune,  and  Post  publisher 
Rupert  Murdoch  is  raking  in  mone\'  on 
The  Village  Voice  and  Neiv  York  maga- 
zine— to  say  nothing  of  his  vast  holdings 
in  the 'U.K.  and  Australia. 

State  Vs.  State 

The  new  War  Between  the  States — this 
one  over  federal  revenues — is  swinging 
in  favor  of  the  North.  A  stud\'  by  the 
Advisory  Commission  on  Intergovern- 
mental Relations  shows  that  the  north- 
eastern states,  which  have  long  com- 
plained that  they  were  shortchanged  by 
Washington  in  favor  of  the  South  and 
\\'est,  are  starting  to  win  a  much  bigger 
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Dont  let  the  low  price 
scare  you. 


The  Panasonic  Microcassetie  RQ-165. 
Only  11/4"  thick  and  5W  high. 


It  costs  under  $100.* 
Yet  it  has  features 
found  on  machines 
costing  twice  the  price. 
It's  the  Panasonic 
RQ-165  Mi  cro- 
^  cassette  recorder. 

4'  With  capstan  drive" 

f  for  precise  tape 
speed. A  lockable  pause 
control,  so  you  can 
stop  and  collect  your 
thoughts  without  shut- 
ting off  the  recorder. 
Cue  and  review  so  you 
can  find  your  thoughts 
quickly.  All  this— and 
you  cari  use  a  60- 
minute  cassette  (not 
30,  like  some  other 
micro  recorders). 

The  RQ-165  Micro- 
cassette  recorder. 
It's  one  more  way 
Panasonic  lets  you  take 
a  picture  of  a  voice. 

Panasonic* 

just  slightly  ahead  of  our  time. 


♦Manufacturer's  suggested  retail  price.  AC  adapter  Included.  Recharaeable  battery  pack  optional. 


share  of  federal  dollars.  New  York,  for 
example,  now  gets  back  about  9.5  cents 
for  every  $1  it  sends  to  Washington,  vs. 
the  62  cents  it  got  a  decade  or  so  ago. 
Texas,  by  contrast,  gets  94  cents  to  $1 
back  on  its  federal  dollar,  compared  with 
the  previous  $1.3.5.  (Washington  now 
sends  $80  billion  a  year  to  states  and 
local  governments,  compared  with  $7 
billion  or  so  in  1960.)  The  main  reasons 
for  the  shift,  according  to  the  federally 
financed  Advisory  Commission,  are  the 
enormous  Medicaid  and  welfare  pay- 
ments flowing  into  the  industrial  states  of 
the  North  and  the  "incredible  increases" 
dispatched  from  Washington  in  aid  to 
that  region's  depressed  cities. 

John  Bull's  Other  Island 

A  new  breed  of  foreign  landlord  is 
buying  up  choice  farmland  in  England  at 
$2,000  to  $2,400  an  acre,  the  top  price. 
The  wonder  is  that  these  buyers,  some  of 
whom  simply  send  over  a  son  to  run 
their  English  acres,  are  not  Arabs,  nor 
money-heavy  West  Germans,  but  Irish- 
men cashing  in  on  the  prosperity  the 
1973  entry  into  Europe's  Common  Mar- 
ket has  brought  to  their  country's  agri- 
culture, historically  a  passport  to  pover- 
ty. Today  top  farmland  in  Ireland  brings 
from  $4,000  to  $6,000  an  acre.  (Land 
around  Skibbereen  in  west  Cork,  for  in- 
stance, scene  of  some  of  the  worst  an- 
guish during  the  great  famines  of  the 
mid-1800s,  goes  for  more  than  $6,000  an 
acre.)  At  those  figures,  the  ancient  en- 
emy's land  across  the  Irish  Sea  is  a  bar- 
gain not  to  be  missed. 

Tip  For  Tax  Collectors 

Uncle  Sam  might  pick  up  as  much  as 
$500  million  a  year  in  new  revenues  if 
people  aged  65  to  72  years  were  allowed 
to  go  on  working  and  still  collect  their 
full  Social  Security  benefits,  economist 
Marshall  R.  Colberg  of  Florida  State 
University  argues.  (Under  current  law,  a 
retired  person  in  1978  loses  $1  in  bene- 
fits for  every  $2  earned  above  $4,000  a 
\ear.)  The  penalties  are  "discrimina- 
tory, "  the  professor  says,  when  com- 
pared with  most  other  retirement  plans. 
Federal  civil  service  retirees,  ex-postal 
workers,  many  state  and  local  govern- 
ment employees  and  most  members  of 
private  pension  plans,  he  points  out,  are 
not  liable  to  such  an  'earnings  test  if 
they  elect  to  work  in  order  to  supple- 
ment their  retirement  incomes.  The  ex- 
tra revenues  he  forecasts  would  flow 
from  added  income  and  payroll  taxes 
paid  by  working  seniors.  ■ 


Standard  feature 
on  all  models. 

Hickey-Freeman  Clothes 
contain  hand-tailoring  fea- 
tures that  benefit  you  in 
every  possible  respect. 
Expert  hand-tailoring  is 
standard  throughout  every 
Hickey-Freeman  suit,  espe- 
cially in  the  critical  areas  of 
chest,  collarand  lapels 
where  hand-sewn  silk 
stitches  literally  cover  the 
inner  fabric  to  insure  soft 
flexibility  and  lasting  shape. 

Before  you  buy;  try. 

The  man  who  wears 
Hickey-Freeman  Clothes 
enjoys  dependable,  easy- 
wearing  comfort  and  impec- 
cable appearance.  Try  one 
on  and  see  for  yourself. 


^Icheu'Jreeman 

CUSTOMIZED  CLOTHES 
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When  ItP  earnings  jumpel 


y  do  we  care  so  much  about 
igs  like  profit,  earnings  and 
dend  growth?  You're  looking 
ivo  important  reasons  .  .  . 
:kholders  Wilbur  and 
ephine  Strong. 


And  when  news  of  Louisiana- 
Pacific's  second  quarter  perform- 
ance hit  the  papers  in  Crockett, 
Texas,  this  retired  businessman 
and  his  wife  were  ejdremely 
pleased. 

Because  it  was  clearly 
die  best  quarter  in 
Louisiana-Pacific's 
history,  with  earnings  up 
50%  and  sales  jumping 
27%  over  the  same 
period  last  year. 


Now  the  Strongs  are  far  f 
being  our  largest  stockholdiLd 
But  they  are  still  the  people 
have  to  answer  to.  Because 
with  some  76,000  others,  th 
bought  a  piece  of  this  comp 
And  it's  up  to  us  to  make  su 
their  investment  pays  off. 

But  we've  also  been  worl< 
with  the  Strongs  in  another 
special  way. 

For  the  last  nine  years,  w» 
helped  them  manage  a  sm« 
tract  of  timber  on  land  her 
grandfather  homesteaded 
the  1850's.  poi 
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)%,  so  did  Mr.  &  Mrs.  Strong 


( le  of  this  country's  leading 

oducts  companies,  we 
I  )w  important  it  has 
B  that  private  timberland 
K  Strongs'  be  managed 
;ind  intensively.  Because 
i  i's  demand  for  wood  and 
}  oducts  is  becoming  more 
1  e  urgent. 

f  reful  harvesting  and 
J  ag,  L-P  foresters  have 
h  increased  the  timber 
'  on  Wilbur  and  Josephine's 
iid  in  the  process,  the 
§  have  profited  from  the 
firiore  than  one  million 
et  of  timber.  Some  of 
!  ofits  they  then  invested  in 
'i  la-Pacific  stock, 
i  IS  what  we  mean  by 
tithe  forest  work  for  people. 


Louisiana-Pacific  Corporation 
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If  you  haven't  been  following 
our  progress  as  closely  as  the 

Strongs,  here  are  the  results  from  l-P Forester,  Melanie Blanchard,  helps 

our  second  quarter:  As  mentioned,  "manage  the  Strongs'  acreage. 

L-P  sales,  earnings  and  funds  .    .  .  .  .  r- 

generated  from  operations,  were  ^^^^  I"  company  history.  For 

the  quarter,  we  posted  earnings  ot 
$22.5  million  for  a  9.1  per  cent 
return  on  record  sales  of  $246.4 
million.  And  that  came  in  spite  of 
a  lackluster  pulp  market. 

Louisiana-Pacific  assets,  which 
stood  at  $300  million  five  and  a 
half  years  ago,  have  now  grown 
to  over  $1  billion.  And  more 
importantly,  during  that  same 
period,  our  book  value  has  jumped 
firom  $5.48  to  $  19.03  per  share. 

//you'd  like  more  information  on  ' 
L-P's  performance,  write  for  our 
second  quarter  financial  report  to: 
G.  R.  Griffin,  Louisiana-Pacific, 
Dept.  F, 

1300  Southwest  Fifth, 

Stror^3s'timberlandnearCrockett,Texas.  p^^i^^^l  Oregon  97201 


up 


Louisiana-Pacific 

Helping  the  forest  work  for  people 


Lumber  •  Particleboard  •  Plywood  •  Sidings  •  Hardboard  • 
Veneers  •  Mill  work  •  Moulding  •  Windows  •  Doors  •  Pulp  •  Chips 


Announcing 
the  most  innportont 
porcelain  bird 

sculpture 
ever  created 


This  year  rhe  Notional 
Audubon  Society  will  issue 
the  first  porcelain  bird 
sculpture  in  its  history.  This 
innportont  work  of  art  will 
be  erected  exclusively  for 
individuol  collectors,  by 
private  connnnission  only, 
and  only  by  direct 
opplicotion  to  the  Society. 

An  announcement 
illustrating  ond  describing 
the  bird  sculpture  will  be 
sent  upon  specific  request. 
Write  directly  to  the 
Notional  Audubon  Society, 
950  Third  Avenue,  Dept.  38, 
New  York,  N.Y.  10022. 
Or  phone  toll-free: 
800-523-7580  Ext.  500. 
In  Pennsylvania  coll 
1-800-662-5180  Ext.  500. 


Notionol  Audubon  Society 


Follow-through 


Elephants  On  The  Move 

"Even  the  white  elephants  are  stirring," 
Forbes  commented  last  year  (Dec.  1, 
1977)  after  studying  scores  of  those  in- 
vestment disasters  called  real  estate  in- 
vestment trusts  (REITs).  True,  small  in- 
vestors had  lost  billions  in  REIT  stocks 
following  their  collapse  in  1973,  but 
Forbes  discovered  that  in  1977  "some 
very  smart,  big  investors  now  expect  to 
make  millions  in  them." 

The  stirrings  of  a  year  ago  are  begin- 
ning to  look  like  the  preliminaries  to  a 
parade.  Though  still  speculative,  REITs 
are  indeed  beginning  to  attract  more 
investors.  The  reasons  are  not  hard  to 
find.  One  is  the  reborn  appetite  for  real 
estate.  Henry  Wilf  of  Drexel  Burnham 
Lambert,  Inc.,  a  true  believer  in  REITs, 
points  out  that  real  estate  in  Washing- 
ton, D.C.  and  in  Florida,  dead  not  too 
long  ago,  is  now  booming.  Kenneth 
Campbell  of  Audit  Investment  Research, 
who  for  several  years  has  been  concen- 
trating his  investment  advice  on  REITs, 
notes  that  many  properties  held  b\  the 
trusts  have  turned  around  during  the 
past  two  years  and  are  now  back  to  their 
before-the-fall  price  levels  of  1973.  With 
costs  of  new  construction  continuing  to 
spiral  upward,  that  makes  the  shopping 
centers,  condominiums,  office  buildings 
and  other  brick-and-mortar  assets  still  in 
REITs'  hands  look  like  white  elephants 
with  real  ivory. 

A  jump  in  interest  rates  helped  start 
the  REITs  on  their  way  to  the  boneyard 
five  years  ago.  Today,  rates  are  climbing 
again  but  this  time  the  increases  can  be 
turned  to  a  real  estate  trust  s  advantage. 
To  keep  many  REITs  afloat— and  their 
considerable  investments  in  them  sal- 
vageable— banks  have  made  scores  of 
generous  "credit  agreements '  with  the 
trusts.  "Many  of  these  troubled  REITs, 
broker  Wilf  says,  "are  locked  into  inter- 
est rates  running  from  1%  to  8%,  and 
with  new  construction  needing  12% 
money  the  new  rise  in  interest  makes 
their  properties  more  valuable.  '  Camp- 
bell adds  that  "banks  are  now  pushing  to 
get  out  of  REIT  loans  by  the  end  of  1979. 
and  they  are  saying  to  the  trusts  that  if 
they  pay  down  fast,  some  or  all  of  their 
accrued  interest  will  be  forgiven." 

The  activity  is  starting  to  show  up  in 
the  stock  market.  Diversified  Mortgage 
Investors,  Inc.  made  its  peace  with  the 
banks  this  summer,  and  its  price  on  the 
Big  Board  promptly  doubled.  Growth 
Realty  Investors  (formerly  LMI  Inves- 
tors) once  languished  under  a  negative 
book  value  but  that  has  now  risen  to  S8  a 
share,  and  its  market  price,  which  was 


1%  last  winter,  is  nou'  around  6. 

Fighting  through  the  thicket  of  com- 
plicated accounting  that  goes  with  a 
REIT  will  demonstrate  how  deceiving 
appearances  can  be.  A  REIT's  shares 
may  be — and  usually  are — selling  well 
below  book  value  but  neither  number 
tells  the  whole  story.  The  substantial  loss 
carryforwards  that  the  troubled  REITs 
have  on  their  books,  plus  the  fact  that  a 
REIT's  management  usually  owns  mi- 
nuscule amounts  of  its  stock,  are  items 
that  catch  the  eye  of  anyone  looking  for 
takeover   prospects.    (Nationwide  Real 


Forbes  concept  of  the  stir  in  REITs 
White  elephants  can  have  real  Ivory. 

Estate  expects  to  be  the  target  of  two 
tender  offers.) 

W'ill  these  stirrings  become  a  stam- 
pede? Hardly.  "This  is  not  the  end  of 
REITs- troubles,  analyst  Campbell  cau- 
tions. "They  are  still  speculations,  but 
now  you  can  at  least  call  them  breathing' 
speculations."  Booster  Wilf  has  no  such 
reser\'ations:  "I'm  buying  gold  at  50 
cents  on  the  dollar,  "  he  savs. 


Buy  Now,  Pay  Later 

Two  years  ago  (Aug.  1,  1976)  Forbes 
became  agitated  about  the  stretch-out  in 
auto  loans  and  its  possible  effect  on  fu- 
ture car  sales.  Auto  finance  companies 
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FORBES,  OCTOBER  2,  1978 


Didyou  invest  in  Puerto  Rico? 
Are  you  investing  inPuertoRico? 
Should  you  invest  inPuertoRico? 


QP'jfiness  Review 


The 

PUERTO  RICO 
BUSINESS  REVIEW  is  a  monthly 
newsletter  that  keeps  you  informed 
about  the  Puerto  Rican  economy 
and  the  activities  of  the  Govern- 
ment Development  Bank  for 
Puerto  Rico.  It  is  directed  to  in- 
vestors, brokers,  dealers,  invest- 
ment counselors,  bankers  and  all 
persons  interested  in  Puerto  Rican 
securities. 

Apart  from  publishing  timely, 
reliable  and  objective  articles  that 
relate  to  all  aspects  of  the  economy, 
the  BUSINESS  REVIEW  has  regu- 
lar features  such  as  Business  Briefs" 
—notes  on  financial  information 
concerning  Puerto  Rico— and 
"  Puerto  Rico  in  the  News"— an  up- 
to-date  guide  on  current  articles  of 


interest  appearing  in  all  the 
media. 

The  BUSINESS  REVIEW 
is  published  by  the  Govern- 
ment Development  Bank 
for  Puerto  Rico,  one  of 
whose  primary  func- 
tions is  to  act  as  issuing 
agent  for  bonds  to  finance 
vital  public  improvements 
in  Puerto  Rico.  These  bonds 
have  a  triple  exemption  from 
federal,  state  and  local  in- 
come taxes.  At  current  market 
prices,  Puerto  Rican  Bonds  pro- 
vide attractive  yields. 
For  further  information  about 
Puerto  Rican  government  se- 
curities contact  your  own  broker 
or  dealer  If  you  would  like  to  re- 
ceive a  free  subscription  to  our  in- 
formative monthly  newsletter— 
PUERTO  RICO  BUSINESS 
REVIEW- 


wnte: 


GOVERNMENT 
DEVELOPMENT 
BANK  FOR 
PUERTO 
RICO 


1 


Minillas  Government  Center 
De  Diego  Ave  .  Stop  22 
San  Juan,  Puerto  Rico  00911 
(809)726-2525 
140  Broadway,  New  York,  NT.  10005 
(212)422-6420 


□  I  would  like  to  receive  a  free  subscription 
to  Puerto  Rico  Business  Review 


Address- 


_ Zip  Code, 


L 


Puerto  Rico,LIS»A» 


FB-lO-2 


I  rHih^K  WE  CAN  cm^  TO  A  PeCi$|CKi  RiOHT 
KCW,  vVtU  StND  you  50C  lA^  ASSCf^TcP  COLORS. 
WHICH  C(?LCP  DOKi'T  yoO  WAN/T?  HMM-., 
YOiJ  f?6AL)XE  THAT  ^AEAV^lS  WtU  HAVe 

r<?  Ri^pAickAae'..../^pps Tc? OUR  CQSr  yes. 
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'BROke^N  PA<rk'Aa£S\  i;H-ilUH^...TO0  HiC'H? 
TELi.  you  WHAT,  9lMce  tTk  /A  Gi^ANTrTV 
OROd?^/  m  WiLUIVG  TO  fPtlT  THE  DiFFeReA/CTf 

y£5f,..oi<'Ay  yoL'tt  o£t  all  th^  colors. 
EXCEPT  Ti-t^  Slug.  WE£.i-,  tVHfM  i  t/\lkep 

TO  YOUR  |V\R.  PETRIE  HE  SAiO  iT  WAS  ALL 

right:  cw  hbs,  1 7?\iKep  to  him.  sv^ip 
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VOU  HAD  AWY  DOUBTS^  UH-HaM,  OH,  OF  CO\)R^^, 

you'Re  IN  A  BiNP?  weU (J tr  THAT o/?de:R 
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(c;  Booth  i*ilS 

$6.75  FOR  THREE  MINUTES 
TO  EUROPE.  AND  YOU  GET  AN 
IMMEDIATE  SALE. 

It's  $6.75  (plus  tax)  when  you  pick  up  the  phone  and  call  Paris, 
Berlin,  Amsterdam,  Madrid.  That  rate  is  for  most  of  Western  pAirope, 
station-to-station.  It's  even  less  to  some  coimtries  at  night  or  on 
Sunday. 

But  the  beauty  of  it  is,  you  don't  have  to  wait  a  few  hours— or 
even  overnight— for  an  answer. 

And,  right  on  the  spot,  you  can  explore,  explain,  persuade— and 
close  the  sale. 

Bell  System 


Follow-through 


v\crc  tlicii  making  about  a  third  of  their 
loans  for  42  to  48  months;  a  few  years 
Ix  fbre,  only  1%  to  2%  were  of  that  dura- 
tion. Longer  loans,  Forbes  fretted, 
nii'ant  hnyers  were  keeping  ears  longer 
and  making  less  fre(|iient  trade-ins:  "It's 
diffi(  tilt  to  see  how  ever-niorc-expensive 
cars — and  ever-longer  installment  con- 
traets — ean  mean  anything  fcucr 
cars  in  the  long  run. 

A  year  later,  Forbes  was  dismayed  to 
discover  ("Sim.  15,  1977)  that  the  36- 
nionth-plus  loan  had  become  standard. 
During  August  1977,  51%  of  auto  loans 
were  for  more  than  three  years,  com- 
I)arcd  with  36%  the  year  before.  The 
reason  appeared  plain.  With  car  costs 
climbing,  longer  loans  were  a  good  (and 
perhaps  the  only)  way  of  keeping  car 
sales  rolling.  At  that  point,  the  average 
amount  financed  was  $5,043  per  car.  In 
1976  it  had  been  S4,5()I;  and  in  1974, 
when  36-m()ntIi  loans  were  the  maxi- 
nuini,  onlv  S3. 622.  Once  again,  Forbes 
found  the  prospect  "frightening,"  worry- 
ing whether  "Detroits  prosperity'  the 
past  few  years — in  the  face  of  soaring  car 
prices — has  been  bought  at  the  expense 
of  future  sales. 

Forbes  wasn't  the  oTd\  one  worrying 
about  the  stretch-out  iii  auto  loans,  and  it 
wasn  t  the  only  one  without  answers. 
Last  year  the  Ford  Motor  Co.  commis- 
sioned a  market  survey  to  determine  just 
this  point:  Were  new-car  buyers  extend- 
ing their  buying  cycle  because  of  longer 
credit  terms?  The  pollsters  polled  but 
came  up  with  no  real  answers.  Earl\  this 
\ear  Ford  bought  another  survey.  The 
company  already  knew  that  its  percent- 
age of  long-term  loans  was  increasing. 
Alfred  LaBarge,  marketing  vice  presi- 
dent of  Ford  Credit  Co. ,  says  that  71%  of 
his  auto  loans  now  run  longer  than  36 
months,  and  over  half  of  them  are  for 
four  years.  (The  compromise  42-month 
loans  arc  declining.)  The  average  amount 
financed  is  also  contiiniing  to  grow,  up 
from  1977's  average  of  85,043  to  $5,500. 
The  earlier  trend  to  longer  loans  for  big- 
ger (or  at  least  more  expensive)  cars  is 
also  holding.  The  48-month  borrower, 
LaBarge  says,  is  paying  $6,000  for  a  car, 
while-  the  36-month  loan  is  bringing  in 
S4.9()()-a-car  customers. 

And  what  about  Forbes'  worry  that 
future  automobile  sales  were  in  jeopar- 
dy? Would  more  time  tell  more?  Ford  s 
two  surveys,  LaBarge  says,  produced  no 
definitive  data,  and  he  for  one  is  ready  to 
vote  against  conducting  any  more  inves- 
tigations. If  any  thing,  he  says,  the  sur- 
\  ey  s  his  company  has  already  conducted 
simply  prove  that  there  are  "more  im- 
portant considerations  for  new-car  buy- 
ers than  financing."  ■ 
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DONT  BUY  A  COPIER  THAT 
GIVES  YOU  A  BAD  IMAGL 


Broken, 
blurred  type. 

Inexpensive  wet 
copiers  often  rcpro- 
uce  type  with  incon- 
sistent clarity.  The 
Toshiba  BD-601 
dry  copier  produces 
clean,  crisp  copies 
with  remarkable 
consistency. 


Paper  that 
feels  funny. 

Most  inexpensive 
copiers  use  special- 
%ish  paper  On  the 
Toshiba  BD-601 
you  can  copy  on 
almost  any  kjnd  of 
paper 


Dear  Mr. 

I  recei  -' 
new  "  -)!  ■ 
We  w  . 
camp:i  I  ;  i 

May  we  ; 
approva - 
to  prepa 


sample  of  Velvalon,  your  revolutionary 
has  all   the  nakings  of  a  major  success, 
to  prepare  the  introductory  publicity 
the  strategy  discussed. 

;;how  the  campaign  to  you  for  your 

18th?     This  v/ill  allow  us  eight  weeks 
materials  for  the  trade  show  in  Atlanta. 


this  schedule  meets  your  requirements. 


GW/an 


Smudges  caused 
by  wet  toner. 

Wet  toner  can 
smudge  the  copy  be- 
fore drying.  The 
Toshiba  BD-601 
uses  dry  toner  that 
doesn  t  smudge. 


Dirty  gray 
background. 

Wet  loner  and 
special-finish  paper 
often  cause  the  copy 
background  to  come 
out  dirtii  The 
Toshiba  BD-601 
uses  neither,  so  the 
background  comes 
out  clean. 


The  trouble  with  most  inexpensive  copiers 
that  they  turn  out  cheap-looking  copies.  Which 
oes  little  to  help  your  business  image. 

The  Toshiba  BD-601  is  an  exception. 
It's  an  economical  desktop  copier  that  consis- 
jntly  delivers  sharp,  clean,  dry  copies  on  letterheads, 
ored  stock  —  on  almost  any  kind  of  paper  in  your  office. 
Unlike  other  copiers  in  its  price  range,  the 
bshiba  BD-601  uses  no  messy  wet  toner.  No  special-finish 
uplicating  paper. 

So  send  in  the  coupon  aind  find  out  more  about  the 
;markable  T)shiba  BD-601.  Its  image  could  do  a  lot 
)r  yours. 


0 


Toshiba  Amenca,  Inc. 
Business  Equipment  Division 
PO.  Box  846.  Bellmore,  N  Y  1 1710 


me  more  about  the  Toshiba  BD-601  copier. 
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Investment 

N|Wrom 
Malaysia 


SEMINARS  PLANNED 

NEW  YORK  -  The  Government  of  Malaysia  through 
its  Federal  Industrial  Development  Authority  (FIDAI 
offices  in  New  York  and  San  Francisco,  is  scheduling 
five  in-depth  investment  seminars  to  highlight  joint 
venture  investment  opportunities  in  Malaysia.  Each 
Seminar,  sponsored  by  a  major  U.S.  Bank,  will  be 
open  to  interested  Corporations  in  the  East  and  West 
Coasts  and  Mid-West  areas  through: 


Los  Angeles 
Houston 
New  York 
Chicago 
Seattle 


September  25 
September  28 
October  3 
October  5 
October  9 


The  Investment  Mission  from  Malaysia  comprising 
13  senior  government  officials,  is  headed  by  the 
Deputy  Prime  Minister  of  Malaysia.  It  also  includes 
officials  from  the  Industrial  Development  Authority, 
Central  Bank  and  other  involved  government  depart- 
ments who  will  present  a  half-day  long,  wide-ranging 
analysis  of  investment  conditions  in  Malaysia. 
Executives  from  U.S.  Corporations  and  Organizations 
will  also  address  each  Seminar. 

These  investment  seminars  therefore  present  a 
unique  opportunity  for  U.S.  Corporations  to  become 
exposed  to  the  Malaysian  situation  and  thus  become 
aware  of  the  potential  that  exists  for  them  in  some 
manufacturing  or  product  assembly  capacity  in  the 
country. 

INVESTMENT  OPPORTUNITIES 

A  major  feature  of  each  seminar  will  be  the  indiv- 
idual private  sessions  held  after  each  seminar  on 
succeeding  days  between  members  of  the  Mission  and 
interested  corporations.  The  purpose  of  these  sessions 
will  be  to  examine  or  discuss  specific,  proposed  or 
ongoing  joint  venture  projects  in  Malaysia.  Fl  DA's 
U.S.  officers  have  preliminary  feasibility  studies  of 
several  such  viable  projects,  most  of  them  enjoying 
generous  tax  and  cost  advantages,  and  will  be  pleased  to 
discuss  them  with  interested  Corporations  prior  to  or 
at  these  Seminars. 


INVITATION 

Each  seminar  will  conclude  with  cocktails  hosted 
by  the  sponsoring  Bank.  Details  of  the  Seminar, 
invitations,  scheduling  of  individual  meetings,  etc., 
can  be  obtained  by  contacting  your  Bank  or  the  FIDA 
offices  below. 


E.G.  Low,  Director 
FIDA  Malaysia 
600  Third  Avenue 
New  York,  N.Y.  10016 
Tel;  (212)  421-7664 


A.  Vakub.  Director 
FIDA  Malaysia 
GOO  Montgomery  Street 
San  Francisco,  OA  94III 
Tel:  (415)  788-3344 


FlOA  IS  the  Agency  of  the  Malaysian  Government 
entrusted  with  the  responsibility  of  effecting  the  rapid, 
balanced,  overall  industrial  development  of  the  country. 
Its  functions  encompass  the  entire  spectrum  of 
activities  involved  in  investment  promotion,  adminis- 
tration, and  approval  of  manufacturing  or  assembly 
operations,  both  domestic  and  international  in 
Malaysia. 


Readers  Say 


What  Kind  Of  Obligation?. 

SiR:  Ben  Weberman's  column  (Aui^. 
21)  refers  to  the  recently  issued  City  of 
Chicago  Single  Family  Mortgage  Rev- 
enue Bonds  iis  a  "moral  obligation  of 
Chicago.  ..."  In  fact,  as  specifically 
stated  in  the  Official  Statement,  "The 
Bonds  will  not  constitute  an  indebted- 
ness, liability,  general  or  moral  obliga- 
tion ...  of  the  City.  ..." 

— Clark  Burrus 
Comptroller, 
Dept.  of  Finance 
City  of  Chicago 
Chicago,  111. 

In  practical  terms,  investors  find  it 
difficult  to  separate  the  actual  legal 
obligation  from  what  they  perceive  as  a 
moral  obligation.  New  York,  in  fact, 
found  it  advantageous  to  pay  the  inter- 
est on  N.Y.  State  Urban  Development 
Corp.  notes  that  went  into  default  even 
though  the  securities  were  legally  not  a 
moral  obligation — Ed. 

He  Made  A  Difference 

SiR:  Re  \'our  generous  editorial  "Hail 
And  Farewell-  Feli.x  (Fact  and  Com- 
ment, Sept.  4).  Making  a  difference  is 
what  life  is  all  about,  and,  if  I  can  make  a 
difference  with  respect  to  the  future  of 
New  York  City,  it  is  a  great  privilege. 
Stop  saying  nice  things  about  me.  Some- 
bod\  might  pay  attention. 

— Felix  G.  Rohatyn 
New  York.  N  Y. 

Look  At  Carter's  Career 

SiR:  Re  your  dismay  that  a  successful 
peanut  man  seems  to  care  naught  for 
venture  capital  and  does  not  recognize 
its  vital  importance  in  a  free  enterprise 
system  (Fact  and  Comment,  Sept.  18). 
President  Carter  s  career  has  geared  him 
to  ignore  its  importance.  He  was  educat- 
ed at  Annapolis  at  public  expense.  He 
made  money  in  a  business  protected  by 
government  subsidy,  which  in  turn  gave 
him  time  to  run  for  and  serve  in  both 
state  and  federal  office.  In  the  future,  he 
will  enjoy  handsome  pensions,  in  addi- 
tion to  the  "perks  '  created  by  the  impor- 
tant office  he  currently  holds.  With  this 
background,  why  should  he  know  or  care 
about  risk? 

— Robert  C.  Fisher 
Pinehurst,  N.C. 

Performance  Counts  Most 

SiR:  Twice  in  its  1978  Mutual  Fund 
Survey  (Aug.  21)  Forbes  advises  pur- 
chasing "a  well-managed  no-load  stock 
fund.  In  the  long-run — and  that's  what 
really  counts  in  investing — it's  much 


more  important  how  a  fund  performs 
than  whether  it  is  load  or  no-load.  For 
example,  over  the  past  ten  years  Over- 
The-Counter  Securities  Fund,  a  com- 
missionable  (load)  fiind  has  outper- 
formed every  no-load  fund  but  one. 

— Ralph  P.  Coleman  Jr. 

President, 

Over-The-Counter  Securities  Fund 
Oreland,  Pa. 

Enhanced  Credibility 

Sir;  Your  mention  of  my  book  li  Life 
Is  a  Bowl  of  Cherries — What  Am  I  Doing 
in  the  Pits?"  (Fact  and  Comment,  Aug. 
21 )  has  given  me  credibility  just  by  ap- 
pearing in  Forbes.  My  friend  Dear 
Abby  also  sent  me  a  copy. 

— Enna  Bombeck 
Chicago.  III. 

A  Favor 

Sir;  Would  MSF  kindly  do  many  of  us 
readers  a  favor  and  put  his  Fact  and 
Comment  at  the  back  of  the  magazine.  If 
he  would  also  perforate  the  pages,  this 
would  facilitate  the  discard  into  the  rub- 
bish bin. 

Put  Malcolm  Jr.'s  column  up  front 
where  it  deserves  [to  be]. 

— Robert  V.  Carlson 
Capt.  Cook.  Hawaii 

Dont  Blame  Us 

SiR;  M.S.  Forbes  Jr.  states  "contin- 
gency-fee lawyers,  the  so-called  ambu- 
lance chasers,  were  horrified  at  the 
advertisements  that  several  insurance 
companies  were  running  concerning 
large  jur>'  awards  (Fact  and  Comment, 
Aug.  21).  Reputable  attorneys  cringe  at 
his  unjust  assumptions  that  contingency- 
fee  lawyers  are  ambulance  chasers.  If  it 
were  not  for  the  contingency  fee,  many 
citizens  today  would  not  have  access  to 
the  courts  since  they  cannot  afford  the 
$75-an-hour  rate  which  .Mr.  Forbes  is 
apparentK  more  familiar  with.  The  law- 
yers are  [not]  to  blame  for  the  increased 
jury  awards,  [but]  the  defendants  who 
cause  the  injury. 

— Terry  N  off  singer 
Evansville,  Ind. 

Paying  True  Cost 

Sir;  Forbes  alleges  that  our  company 
has  imposed  a  surcharge  for  gas  heating 
customers  who  add  electric  heat  pumps 
because  the  practice  would  "cut  the 
company's  sales"  (Sepf.  4).  Our  company 
is  quite  willing  to  provide  the  necessary 
supplemental  gas  but  only  at  rates  which 
recognize  the  high  cost  of  such  service. 
Heat  pump  customers  would  use  gas 
onlv  on  the  coldest  davs  of  winter,  bum- 


Investment 
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Ifs  no  accident 
that  America's  trucks 
set  the  standards  for 
safety 


The  latest  National  Safety 
Council  figures  show  that  the 
accident  rate  for  trucks  was 
only  4.70  per  million  miles  traveled,  com- 
pared to  11.36  for  passenger  cars. 

This  record  is  the  result  of  the  trucking 
industry's  continuing  emphasis  on  safety. 

Truck  drivers  not  only  have  to  meet  strin- 
gent physical  requirements,  they  must  take 
a  complete  physical  exam  every  two  years. 
Drivers  must  also  demonstrate  their  knowl- 
edge of  safety  regulations  and  pass  a  rigor- 
ous road  test  before  they  get  behind  the 
wheel.  Trucking  companies  and  their  driv- 
ers participate  in  on-going  safety  programs 
sponsored  by  the  American  Trucking 


Associations,  Inc. 

Trucks  are  designed,  built 
and  maintained  to  meet  strict 
government  regulations  and  industry  safety 
standards. 

Armstrong,  maker  of  a  full  line  of  truck 
tires  is  proud  to  contribute  to  the  trucking 
industry's  outstanding  safety  record. 

We  salute  a  great  safety  team:  America's 
trucks  and  America's  truck  drivers. 


Armstrong 

TIRES 


iiig  expensive  "peaking  gas.  If  heat 
i:)ump  customers  do  not  generate  suffi- 
cient revenue  to  cover  the  cost  of  serving 
them,  the  inevitable  result  will  be  higher 
rates  for  all  customers. 

— -Julian  L.  Blincuc 
Vice  President,  Consumer  Services 
Public  Affairs, 
Washington  Gas  Li^ht  Co. 

Washington,  D  C. 


Endorsed  A  Product 

SiR;  Re  your  Fact  and  Comment, 
"Isn't  It  Refreshing"  (Sept.  4).  Yes,  it  is 
refreshing  that  Steve  Cauthen  is  modest, 
clean-cut,  wholesome.  .  .  .  But,  for  the 
record,  he  has  endorsed  Dickies  Jeans. 

— -James  C.  Clarke 
Somerville,  N.J. 

Will  Take  Smaller  Accounts 

SiR:  Re  "  Another  Bear  Hug  From 
ERISA"  (Sept.  4).  It's  hard  to  under- 
stand why  people  place  their  employee 
benefit  programs  with  broker-dealers. 
They  are  probably  the  same  persons  who 
pay  the  full  sticker  price  on  a  new  car 
and  think  they  got  a  good  deal.  Broker- 
dealers  earn  their  living  by  executing 
transactions.  Many  institutional  trust 
companies,  contrary  to  your  article,  will 
take  the  smaller  accounts.  F'or  a  more 
modest  fee  than  you  mentioned,  they 
furnish  good  trusteeship  and  no  inherent 
conflict  of  interest. 

— /.  AUen  Havens 
Trust  Division 
Tith'  Insurance  6  Tru.st  Co. 
Los  Angeles,  Calif. 

The  Right  Numbers 

SiR:  In  your  article  on  companies  offer- 
ing a  dividend  reinvestment  plan  with  a 
5%  discount  on  dividends  reinvested 
(Aug.  7),  the  numbers  which  should  have 
been  reported  for  our  company  were 
S10y2  current  stock  price,  dividend  yield 
9. 1%,  S9.98  price  with  5%  discount,  divi- 
dend yield  after  discount,  9.6%. 

—W.E.  Radford 
Secretary  ir  Assistant  Treasurer, 
Northwest  Natural  Gas  Co. 

Portland,  Ore. 

Similar  Experience 

SiR;  M.S.  Forbes'  Passing  Thoughts 
On  A  59th  Birthday  "  (Fact  and  Com- 
ment, Aug.  21)  reminded  me  of  the  time 
I  went  up  to  the  Long  Island  Railroad 
counter  and  the  clerk  handed  me  the 
Senior  Citizen's  reduced-fare  ticket 
without  my  asking  and  without  demand- 
ing to  see  my  proof-of-age  credentials. 

— Frederick  R .  (Gardner 
Amihiville,  N.Y 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  Enter 
your  new  address  on  this  form  and  return  it 
witfi  a  recent  mailing  label  from  the 
magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  prefer. 
□  1  year  $21.00  □  3  years  $42.00  (the 
equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders,  add  $5 
a  year;  other  foreign,  add  $12  a  year. 
Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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'The  installation  of  IBM  typewriters  made  our  workload  easier  to 
'ndle  and,  at  the  same  time,  offered  us  new  opportunities  to  serve  our 
stomers. " 

Ronald  Redden,  Assistant  Vice-President, 
Citizens-Deposit  Bank.  Vanceburg,  Kentucky 

A  small-town  bank  faces  problems  much  like  those  faced  by  banks 
larger  communities.  Citizens-Deposit  Bank  of  Vanceburg  installed  eight 
>M  Correcting  Selectric  RTypewriters  and  an  IBM  Memory  Typewriter 
improve  the  quality  of  customer  correspondence.  In  the  process, 
anagement  discovered  new  applications  for  the  equipment,  including 
ing  the  Memory  Typewriter  to  produce  promotional  mailings  for  better 
stomer  relations  and  new  business  programs. 


W)rd  Processing  problems  come  i  | 


"Since  the  installation  of  IBM  Office  System  6  a  little  over  a  year  ago, 
have  achieved  a  productivity  increase  of  85%,  with  important  dollar 

u,:jmgs. " 

Betty  M.  Berger,  Administrative  Services  Officer, 
First  National  Bank  of  Louisville,  Kentucky 

The  First  National  Bank  of  Louisville  is  the  largest  bank  in 
f^ntucky.  Its  IBM  Office  System  6  handles  the  word  processing  require- 
'  mts  of  more  than  500  employees  with  a  staff  of  only  28.  Requirements 
;  diverse  as  correspondence,  reports,  and  record- keeping  for  its 
Iremational  Banking,  Legal,  and  Corporate  Banking  departments,  and 
s  trust  affiliate.  The  system  even  handles  the  issuance  of  savings 
lids.  It  has  become  a  vital  part  of  the  bank's  operations. 


ferent  sizes.  So  do  our  solutions,  i^m 


Office  Products  Division 


This  painting  by  Joseph  Csatan  will  hang  In  the  College  Football  Hall  of  Fame 


Gridir6n  heroes  of  all  generations 
will  live  forever  in  the  unique  new  Col- 
lege Football  Hall  of  Fame  built  by  Taft 
Broadcasting  Company  for  the  National 
Football  Foundation  adjacent  to  our 
Kings  Island  Family  Entertainment 
Center,  Cincinnati,  Ohio.  It  will  com- 
memorate the  Spirit  of  Competition 


that  typifies  America.  That  same  spirit 
prevails  in  our  business  philosophy. 

Our  success  and  profits  grow  by  com- 
peting in  the  expanding  areas  of  family 
entertainment.  Taft  Broadcasting  is 
more  than  radio  and  TV  stations.  We're 
also  Hanna-Barbera  Productions  and 
themed  amusement  parks. 


For  complete  information  on  our 
steady  growth,  write  to  Mr.  John  T. 
Lawrence,  Jr.,  Taft  Broadcasting  Com- 
pany, 1906  Highland  Avenue,  Cincin- 
nati. Ohio  45219. 


Broadcasting  Connpany 


Informing  and  entertaining  the  American  family. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  STATE  OF  OUR  FAITH  IN  GOVERNMENT 


It  says  something  about  the  state  of  our  State  when  we  have 
full  faith  and  confidence  that  the  United  States  government  can 
screw  things  up,  but  have  almost  no  confidence  in  its  ability  to 
handle  successfully  the  nation's  problems. 

Whether  it's  inflation  or  energy  or  delivery  of  the  mail; 
relations  with  Russia  and  the  Middle  East  and  the  Far  East  or 


SALT  II  and  NATO;  or  just  getting  its  hands  on  the  wheel  and 
throttle  of  its  own  machinery,  Americans  have  no  faith  that  a 
President — any  President — or  Congress  is  able  or  even  willing 
to  try  coping. 

Isn't  it  ironic  that  we  all  agree  Washington  is  more  apt  to 
turn  our  problems  into  disasters  than  to  solve  or  resolve  them? 


PROPOSITION  13s  BY  THE  BUCKETFUL 

are  being  trotted  up  the  steps  of  every  state  capitol  as  well  as  in     later  spending  will  have  to  be. 


Congress,  where  Kemp-Roth-like  bills  would  mandate  sub- 
stantial tax  reduction. 

Until  recently,  I  tended  to  think  that  such  measures  would 
largely  be  exercises  in  futility,  that  their  real  value  lay  in 
bringing  dramatically  to  the  attention  of  government  spenders 
the  temper  of  an  appreciable  majority  of  tax-paying  American 
voters. 

But  now  I  think  perhaps  such  measures  can  be  effective, 
on  their  simple  premise  which  motivates  their  supporters: 
that,  if  government  revenues  are  reduced,  sooner  or  even 


It  worked  to  a  surprising  degree  in  New  York  City. 

Obviously,  there's  a  selfish  impetus.  The  ones  who  pay  most 
of  the  taxes  are  those  who  have  something  to  pay  them  with. 
Naturally,  they — we — would  like  to  pay  less.  But  there's  far 
more  to  it  than  that.  Very  few  Americans  fail  to"  recognize  the 
need  for  government  to  help  meet  the  needs  of  the  needy.  But 
they  are  bridling  at  the  eversoaring  bounties  poured  out  to  the 
not-so-needy  and  pork-barrel  Greedy. 

Maybe,  just  maybe,  these  efforts  and  occasional  enactments 
will  help  do  just  what  their  supporters  intend  them  to  do. 


LEST  OUR  EUPHORIC  GOLD  BUGS 


get  too  carried  away  by  the  precipitous  rise  in  the  price  of  gold 
that  has  paralleled  the  plunge  in  the  dollar  abroad,  I'd  like  to 
ask  them  the  same  question  posed  in  Fact  and  Comment  just 
five  and  a  half  years  ago: 

"What's  the  strongest  currency  in  the  world  today? 
The  yen. 

"And  how  much  by  way  of  gold  reserves  does  Japan  have? 
"Relatively  speaking,  none.  " 
Japan  is  the  land  of  the  Rising  Yen  because  the  Japanese  sell 
far  more  than  thev  buy  abroad.  Instead  of  a  trade  imbalance  of 


$15  billion  last  year,  they  had  an  $Il-billion  surplus.  Instead  of 
a  budget  $51  billion  in  the  red,  they  had  a  budget  surplus  of 
about  $30  billion.  Instead  of  a  total  debt  of  $564  billion,  they 
have  less  than  half  that  amount  ($214  billion). 

The  dollar's  slide  hasn't  anything  to  do  with  gold. 

The  yen's  burgeoning  value  has  absolutely  nothing  to  do 
with  gold. 

The  real  gold  involved  is  the  balancing  of  desires  and 
desirable  goals  with  the  affordability  of  same. 
When  you  don  t,  what  you  get  is  inflation. 


FORMS.  OCTDBER  2.  1978 


23 


SPEAKING  OUT  MAKES  DAVID  ROCKEFELLER  MATTER 


David  Hockcrcllcr  cuts  mori-  kc  than  most — and  not  just 
because  he's  a  Responsible  Rockefeller  or  because  he  heads  one 
of  the  countrv  s  three  largest  banks.  It's  because  he  doesn  t  duck 
speakinti  his  piece  on  controversial  issues  of  consequence. 

A  lot  of  his  time  is  taken  up  abroad  with  heads  of 
state,  ministers  of  finance  and  business  wheels;  aiui 
at  home  before  congressional  committees,  with 
White  House  and  other  executive-branch  groupies, 
as  well  as  in  skull  sessions  with  the  members  of  the 
business  Round  Table. 

We  are  all — including  Chase  Manhattan  share- 
holders and  customers  and  emploNces — direcfl\ 
benefiting  from  his  willingness  to  go  forth  and  speak 
out  in  such  words  as  these: 

"Because  lawmakers  cannot  possibly  be  experts 
on  ever}'  issue,  our  acK  ice  in  these  diverse  fields  is  frecjuentK 
welcomed  thotiiih  not  always  heeded.  ...  It  is  iTuportanf — 
indeed,  in  my  judgment,  imperative — for  business  to  be  one  of 
the  sources  of  information,  whether  or  not  it  has  a  direct  selfish 
interest  in  the  bill  under  discussion. 

"We  of  Chase  w  ill  be  found  in  th(>  corridors  of  Congress,  the 
state  capitol  and  cit\  hall  ardentK  advocating  our  viewpoints, 
both  on  broad  public  issues  and  on  matters  specificalK  afiect- 
ing  our  business.  It  is  imfortunate  that  l()bb\  ing  has  de\ eloped 
unfavorable  connotations  in  the  ininds  of  some  people  because. 


regrettabK ,  there  have  occasionalK  been  illegal  and  unethical 
practices  which  have  tarnished  what  is  a  fimdamenta!  and 
legitimate  constitutional  right.  Lobbying — the  right  to  petition 
goscrnment — was  considered  sulfii-iently  important  b\  our 
Founding  Fathers  to  be  placed,  along  with  freedom 
of  speech  and  the  press,  in  llie  \('r\  first  ameiul- 
nient  to  our  Constitution.  .  .  . 

"The  business  community,  by  working  closely 
together  on  major  issues,  is  merely  adopting  a 
strateg\  which  for  \ears  has  been  well  utilized  b\  its 
c  ritics.  Consumer,  environmental  and  labor  groups 
have  never  hesitated  to  be  vigilant  and  vocal  in 
expressing  their  views.  It  also  behooves  business  to 
speak  out.  through  its  associations.  " 

I  was  interested  to  note  in  U.S.  \eiis  talK  of 
1.2(K)  responses  to  a  sur\('\  among  infiuential  Americans  across 
the  countn  that  David  Rockefeller  was  among  the  Top  Ten 
named  as  "wielders  of  national  power.'  In  that  group,  only  he, 
Walter  Oonkite  and  Ceorge  Mean\  are  not  in  government  (24 
of  the  top  .30  selected  hold  or  held  public  office). 

It  s  not  because  of  Da\  id  s  name — there  are  cjuite  a  few 
people  named  Rockefeller.  It  s  not  because  he  s  the  CEO  of  a 
company  of  great  c•onsec^uence^ — there  are  a  number  of  other 
important  CEOs,  too.  It  s  because  in  addition  he  is  active, 
heard,  leads  in  speaking  out  on  tough,  toucln  issues. 


THERE'S  A  GREAT  LINE 


in  the  hit  pla\  Da  when  the  hero  is  \  isited  b\  a  sc  hoolmate  at 
the  tinu^  of  his  father  s  death.  .Sa\  s  Da  s  bo\  in  an  observation 
that   ()n!\    an   Irishman  could  think   consoling:   "With  our 

NOT  A  BLAMED  THING  TO 

All  these  kiss-and-tell  crumbs  who  write  book.s — invariabK 
after  they  ve  been  canned — selectiveK'  revealing  the  modus 
operandi  and  secrets  of  the  CIA,  in  blatant  \iolation  of  the 
oaths  the\  tocjk  to  get  their  jobs,  ought  to  be  slappcxi  down 
hard.  .\nd  there  s  hope  the\  w  ill  be. 

RecentK'  a  federal  judge  branded  one  such  book  a  "willful 
breach  of  the  highest  public  trust,  and  went  on  to  obser\  e:  "  If 
all  CIA  agents  are  allow(>d  to  tell  whatexcr  the\  want  to  tell 
whenever  the\  want  to  tell  it  to  whomexcr  the\  want  to  tell  it, 
then  the  CA.\  isn  t  going  to  get  much  information. 


parents  dead,  we  re  now  at  the  head  of  the  ([ueue. 

Come  to  think  of  it,  we  all  get  to  be  at  the  head  of  that  cjueue 
onl\  if  and  when  we  re  luck\  to  li\-e  so  long. 

DO  WITH  PRESS  FREEDOM 

Such  bcK)ks,  combined  with  all  the  other  assaults  and  as- 
saulters on  our  go\ernment  s  essential  intelligence  agencies, 
make  it  a  wonder  that  there  is  an\bod\  left  in  this  turbulent, 
bloody,  explosive,  turmoiled  world  who  11  help  keep  Uncle- 
Sam  aw  are  of  his  enemies  machinations. 

If  these  birds  have  no  sense  of  shame,  the\  at  least  ought  to 
fear  the  consecjuences  of  violating  their  oaths.  People  in  public 
office  w  ho  do  that  and  get  caught  often  go  to  jail. 

Our  freedom — and  the  Free  World  s — depends  on  .Ameri- 
cas muscle  and  its  inlcUiticucc . 


YET  ANOTHER  MILLENIUM:  TRUTH-IN-MENUS 


I  guess  it  s  good — in  fact,  I  ni  sure  it  s  goinl — that  wc  re  all 
sometinies  dreamers.  Something  has  to  make  man\'  realities 
bearable. 

But  when  dreamers  think  they  re  going  to  become  doers,  that 
can  make  for  a  lot  of  trouble  or  a  lot  of  laughs.  F  r  instance,  the 
assorted  efforts  in  some  cities,  such  as  New  York  and  Washington, 
D.(]..  to  recjuire  Truth  in  restaur.mt  menus.  The  District  of 
Columbia  s  Department  of  EnvironnuMital  Serx  ices  has  e\  en 
published  a  hkmiu  guide  providing  definitions  of  food. 

24  _  _  .  _     ^  .  ^  


.■\s  if  almost  an\  thing  described  as  "frt'sh"  is  really  going  to 
be — except,  of  course,  the  service,  usualK .  Can  you  imagine 
being  certain  a  bay  scallop  comes  from  a  ba\ ,  or  that  all  that 
Dover  .sole  ever  swam  within  sight  of  the  scene?  Or  a  restau- 
rant pie  that  w  as  actualK  homemade,  sa\ ,  b\  the  proprietor  s 
wife  in  their  home  kitchen? 

.\b()ut  the  onK  thing  the  truth-in-menu  drive  ma\  accom- 
plish is  to  eliminate  some  of  the  most  creati\  (\  golden-brown, 
freshK  baked  poetic  prose  being  written  an\A\here  toda\ . 

  .  FORBES.  OCTOBER  2.  1978 


KOCH:  PAINTER  IN 
AN  AGE  OF  INADEQUACY 

John  Koch  was  an  extraordinaiy  painter  of  a  knninous  style 
and  dimension  that  had  Httle  to  do  with  the  prevaiHng  avant  of 
his  time.  Settings,  faces,  objects,  Hght,  composition — these 
were  elements  on  his  canvases. 

On  our  tenth  wedding  anniversary  he  did  a  conversation 
piece,  and  on  our  twentieth,  the  painting  shown  here.  We 
planned  on  our  thirtieth  another  that  would  have  constituted  a 
unique  triptych.  But  a  stroke  in  the  year  it  was  to  be  done 
made  that  impossible. 

At  the  memorial  service,  artist  Jack  Levine  well  placed  John 
Koch  in  the  Art  firmament  with  these  words: 

"He  provided  us  with  a  rich  heritage  in  this  rather  awkward 
period,  an  age  of  inadequacy  in  art.  An  age,  really,  of  incompe- 


Forbes  Clan  seen  through,  the  eyes  of  John  Koch 


tency.  John  was  in  this  period  a  virtuoso  painter.  His  work  will 
last.  It  will  live.  John  proved,  in  a  time  when  such  virtuosity 
seemed  slightly  out  of  season,  that  it  could  be  done  now.  He 
did  it  in  this  time,  and  bless  him  for  it." 


THOSE  MAKING  MUCH  OF  SECRETS 

seldom  have  anv. 


WHY  IS  IT 

those  with  the  least  to  say,  say  so  much? 


LOOK  AT  WHAT'S  HAPPENING  IN  PUERTO  RICO 

By  M.S.  FORBES  Jr. 


Economists  and  financial  observers 
have  ridiculed  the  Kemp-Roth  bill 
(which  would  cut  income  tax  rates  30% 
over  three  years  at  a  projected  cost  of 
more  than  $100  billion),  as  well  as  the 
work  of  the  economic  guru  behind  it. 
University  of  Southern  California  Pro- 
fessor Arthur  B.  Lalfer.  Laffer  sa\  s  the 
lower  taxes  will  stimulate  the  econo- 
my and  would  soon  lead  to  even  high- 
er government  revenues.  Critics  re- 
spond that  Kemp-Roth  would  only 
exacerbate  inflation. 

But  while  Laffer  is  disdained  in  the 
U.S.,  his  type  of  thinking  is  being 
embraced  by  Puerto  Rico. 

Since  taking  power  20  months  ago. 
Governor  Carlos  Romero  has  been 
vigorously  chopping  away  at  the  is- 
land  s  taxes.  Two  weeks  ago  he  an- 
nounced that  a  5%  surtax  enacted  back 
in  19.54  would  be  abolished,  and  that 
next  year  there  would  be  a  10%  cut  in 
all  income  tax  rates. 

If  Romero's  cuts  work  as  expected, 
there  will  certiiinly  be  more  of  them. 
Puerto  Rico  has,  in  effect,  become 
Laffer  s  laborator\\  and  this  writer  is 
betting  that  the  results  will  confound 
the  critics,  that  Professor  Laffer  will 
get  the  last  laugh. 

Bad  Advice 

In  the  19.50s  and  1960s  Puerto  Rico 
experienced  a  German-like  economic 
miracle.  But  in  the  early  1970s  the 
economy  sputtered  and  then,  with  the 
quadrupling  of  oil  prices,  economic 
growth  disappeared. 


The  initial  response  of  the  Com- 
monwealth's government  compound- 
ed the  island's  problems.  At  the  be- 
hest of  a  blue-ribbon  committee  of 
American  economists,  bankers  and  fi- 
nanciers, Puerto  Rico  raised  taxes  in 
1974.  The  theory  was  that  the  in- 
creased exactions  would  reduce  infla- 
tion and  dampen  consumer  spending, 
which  was  considered  "bad.  "'  Business 
investment  was  regarded  as  "good," 
and  there  were  no  new  levies  there. 

The  program  was  a  flop.  The  econo- 
my continued  to  "sit  down,  "  as  Puerto 
Ricans  put  it.  In  1976  voters  threw  out 
the  incumbent  governor  and  his  long- 
dominant  party. 

Thanks  in  large  part  to  Romero  s 
tax-cutting  moves,  Puerto  Rico  s  econ- 
omy is  perking  again.  After  experienc- 
ing no  growth  in  1974-76,  it  expanded 
almost  5%  last  year  and  should  do 
even  better  this  year. 

What  makes  the  new  governor  s 
Laffer-like  actions  the  more  notewor- 
thy is  that  under  the  Commonwealth's 
constitution  the  budget  must  be  bal- 
anced. Carlos  Romero  has  little  mar- 
gin for  error. 

The  governor  has  also  raised  eye- 
brows by  slightly  raising  corporate 
taxes.  He  isn't,  however,  antibusi- 
ness.  Says  Laffer:  'For  a  healthy  econ- 
omy, you  should  have  a  better  balance 
of  taxes  on  labor  and  business.  ' 

One  need  only  look  at  the  U.K.  to 
see  the  truth  of  that.  Britain,  like 
Puerto  Rico,  has  draconian  taxes  on 
personal  income.  Britain  also  has  just 


about  the  most  liberal  corporate  in- 
vestment incentives  in  the  West.  Re- 
sult: stagnation. 

Puerto  Rico  bears  close  watching 
now,  especially  by  the  more  conven- 
tional economists  whose  thinking  still 
dominates  U.S.  economic  policymak- 
ing. It  is  they  who  may  deserve 
searching  criticism,  not  the  backers  of 
Kemp-Roth. 

AND  BACK  HOME  .  .  . 

the  Kemp-Roth  critics  are  overlooking 
inflation.  Social  Security  and  politics. 

Thanks  to  inflation,  personal  in- 
come taxes  will  rise  over  $30  billion  in 
the  next  three  \ears.  Social  Security 
taxes  are  also  slated  to  go  up  more  than 
$30  billion.  Corporations,  because  of 
inflation's  impact  on  inventories  and 
depreciation,  will  be  overpaying  Un- 
cle Sam  by  about  $30  billion  during 
the  same  period.  That  adds  up  to  more 
than  $90  billion. 

The  Kemp-Roth  reductions  hardly 
seem  unreasonable  in  the  face  of  that. 

As  for  the  idea  of  reducing  spending 
before  lowering  taxes,  history  shows 
how  difficult  it  is  for  politicos  to  resist 
interest-group  pressures  to  increase 
budgetary  outlays.  Given  political  re- 
alities, the  best  way  to  curb  spending 
is  to  cut  tiixes. 

Would  Kemp-Roth  lead  to  more 
inflation  by  reducing  federal  rev- 
enues'? Unlikely.  There  have  been  11 
tax  cuts  since  World  War  II.  Within 
two  years  of  every  one,  revenues  were 
higher  than  before  the  reductions. 
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other  Comments 


often  coinmi'iits  hi/  others  stimulate,  irritate,  ahuse  or  amuse  this  editor  s  mind. — MSF 


Mu'key  Mtniso  Money 

Nowhere  lias  tlie  dollar  faded  so  hacllv 
as  in  Japan,  where  it  has  shrunk  by  40% 
in  a  year,  (-'onrronfed  with  a  $2.5f)  <  an  of 
heer,  a  $5  breakfast  or  a  $30  minute- 
steak  lunch,  Americans  beat  a  luLsty  re- 
treat — '(  hucklinji  in  amazement,"  says  a 
shopkeeper  on  Tokyo's  Ginza.  Says  a 
veteran  tourist  who  is  staying  at  Tokyo's 
Irn|)erial  Hotel,  where  the  cheapest 
room  (or  two  is  $80  a  night:  "It's  just 
|)iain  standalous.  I  never  thought  I  d  see 
llie  day  when  the  grx'cnbaek  would  turn 
mto  Mickey  Mouse  money.  It  really 
hurls  in\  pride  as  an  American. 

— 7'i;/ic 

Hom'.sly  in  F(nnl 

Any  food  bufi  knows  that  more  is 
wrong  with  restaurant  menus  than 
words.  I  he  "  succulent,  (  ,'ontinental  spe- 
cialties de  la  maison  are  actuallv  factorv  - 
lroz<'n  mass-produced  products  sent  to 
restaurants  for  defrosting  and  reheating. 
P'ood  professionals  grow  enthusiastic 
about  the  development  of  cheeseless 
cheeses,  synthetic  sauc-es  and  machines 
that  produce  instant  mashed  potatoes 
from  a  spigot,  'lb  explain  all  this  on  a 
menu  would  re(|uire  a  dissertation  and 
a  helping  of  antacids.  Honest  descrip- 
tions are  fine,  but  honest  food  would 
be  better.   — Seic  York  Times  editorial 

Who  !\erds  Morriuffe? 

I  might  have  acceiited  marriage-,  had  it 
been  possible;  I  might  not  have.  I  had 
seen  enough  of  marriage,  and  to  me  it 
didn  I  mean  anything  at  all.  It  was  just 
based  on  a  ring,  and  suppose  the  ring 
breaks?  You  don  t  base  ever\  thing  from 
(iod  on  a  wedding  ring. 


W.R.  [William  Randolph  Hearst] 
didn't  think  so.  He  wanted  to  make  me 
an  honest  woman,  which  was  rather  ri- 
diculous. But  he  felt  verv  deeply  on  the 
subject.  I  didn  t.  I  would  dodge  if  all  the 
time,  as  a  matter  of  fact.  When  people 
get  married,  they  get  info  a  lapse  of 
indifference.  The  husband  thinks  he  can 
go  out  and  do  what  he  wants,  and  so  does 
the  wife.  I  used  to  see  that  all  the  time. 
Why  should  I  run  after  a  streetcar  when 
I  was  already  aboard? 

— Marion  Davies,  The  Times  We  Had 

Thiiifis  You  !\ever 
Knt'iv  ^TU  !\ou' 

The  color  of  the  wine  is  determined 
not  by  the  grape  but  by  how  long  the 
grape-  skins  are  left  with  the  juice  after 
the  grapes  have  been  crushed.  If  the 
juice  and  skins  are  separated  after  otiK  a 
few  hours,  the  result  is  white  wine-. 
— Richard  R.  Leger,  VV«//  Street  Joiintcd 

!\ot  So  Shorkinff,  Mary  Ann 

The  Third  World  is  a  school  for  hope- 
lessness. Just  as  we  take  abundance-  for 
granted,  we  think  personal  frc-edoin 
thrives  in  all  climates.  I  was  in  the  Fiji 
Islands  in  the  spring  of  1976  with  Mal- 
colm Forbes,  the  owner  of  Forbes  mag- 
azine, who  was  inspecting  an  island  he 
had  bought.  Forbes  secretar\\  Mar> 
Aim  Danner.  was  talking  to  the  wife  of 
the  man  who  manag<-d  the  copra  planta- 
tion, a  New  Zealander,  who  said:  'I  ve 
been  wanting  to  send  my  sons  to  sch(M)l 
in  New  Zealand,  but  the  Fijians  won't 
allow  it;  the\  say,  we  ve  got  schools.  I 
can't  even  leave  the  country  for  medi- 
cal help.  The  Fijians  say — we've  got 
doctors. 


It  seems  incredible  that  they  won  t 
le  t  you  do  what  you  want,'  Mary  Ann 
Danner  said.  It  does  to  you,  Mary  Ann, 
but  these-  are-  the-  conditie)ns  pre-vailing 
on  four-fifths  of  the-  plane-t.  .Americans 
think  deme)cracy  is  the-  rule-  uhe-n  it  is 
the-  exception. 

— Ted  Morgan 
On  Beeomirifi  American 


It's  her  [daughter 
Princess  Caroline]  hap- 
piness that  counts.  I 
don't  care  if  she's  mar- 
rying a  commoner. 

— Princess  Grace  of  Monaco 


KiUinfi  thr  Goose 

Kvc-n  such  ne)torie)usly  overtaxed  peo- 
[iles  as  Englishmen  and  Swedes  have 
capital-gains  burdens  40%  te)  .50%  lowe-r 
than  \()u.  The  (»e-rmans,  Japanese-. 
F"re-nch.  Italians,  Swiss  and  most  other 
We-stern  pe-e)ple  pa\  virtualK  no  capital- 
gains  la\e-s  whatsoever.  .  .  . 

\\  ith  high  taxes  locking  capital  into  its 
current  uses,  the  managers  f)f  large  cor- 
porations don  t  have  to  worry  abf)ut  com- 
pefitie)n  from  new,  emerging  enter- 
prises The-  evidence  is  dramatic.  In 
1969,  the-  last  \ear  when  a  maximum 
capital-gains  tax  of  25%  v\as  in  effect,  a 
total  e)f  .548  ce)mpanies  with  net  we)rths 
under  $5  million  issued  stock  offerings 
valued  at  about  SI. 5  billion.  Yet  in  1970, 
the  first  year  of  the  higher  capital-gains 
rate,  only  209  c-eimpanies  made  eiffe-rings, 
raising  onK  $.383  million.  B\  1975  only 
four  companies  made  offerings,  and  they 
raised  only  $16  million — about  what  Big 
Gove-rnment  spends  even,  15  minutes. 

— National  Taxpasers  Union 

Enemy  C.inifusion 

The  Prince  e)f  Wales,  on  being  intro- 
duced tej  his  bride-te)-be,  Gareiline  e)f 
Brunswick,  teittered  backward.  cr\ing  to 
a  courtier,  'Harris,  I  am  ne)t  well.  Pray 
get  me  a  glass  of  brandy.'  The  marriage 
was  inharmonious.  Years  later  when  a 
courtier,  referring  to  Napoleon,  an- 
nounced, "Your  worst  enem\  is  dead!' 
the  prince,  then  King  Cieorge  IV',  cried, 

".\ha!  She's  dead  at  last! "  putting  the 
court  into  confusion. 

— Je)lin  Train.  Remarknhh'  Orcttrrences, 
(|Uoted  in  T.S(iuire 
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We  heard  tales  of  hidden  gold  in  the 
mountains  east  of  Phoenix.  They  tell 
/how  miners  who  discovered  it  were 
mysteriously  massacred.  How  an  old 
|)i(jspector,  "The  Dutchman,"  rediscov- 
ered it.  And  how  he,  too,  took  its  secret 
to  the  grave. 

We  searched  the  same  canyons 
the  Dutchman  had  followed. 

!    These  mountains  seemed  a  natural 
I  place  to  hide  a  case  of  Canadian  Club. 
iSo  we  found  a  wrangler,  and  with  our 
!C.C.  tied  on  a  surefooted  mule,  we  set 
out.  We  would  seek  a  hiding  place 
among  the  sites  of  the  Dutchman's 
legend... and  perhaps  his  gold  too.  His 
last  words  were 
about  a  needle- 
like rock  near  his 
mine.  So  we  kept 
such  a  rock  in  sight 
as  we  followed 
narrow  canyons. 

C.C.  and  moun- 
tain stream  water. 

With  nightfall, 
we  pitched  camp 


below  the  needle-rock,  and  toasted  our 
saddle  sores  with  C.C.  Next  day  we 
rode  northwest  to  a  well-traveled 
"Indian  trail"  and  soon  buried  the 
Canadian  Club.  To  find  it,  seek  a  place 
on  that  trail  where  the  needle-rock  is  in 
sight,  then  head  for  lakes  that  weren't 
here  when  the  Dutchman  was. 

A  strange  rock,  an  abandoned  camp. 

Seek  the  rock  pictured  here  (it  won't 
look  this  way  from  the  trail)  and  ride 
toward  it.  Follow  a  trail  that's  more 
stream  bed  in  places,  past  a  lone  cactus 
that  grows  from  a  high  rock  outcrop- 
ping, to  the  end.  Near  here  we  made 
camp  again  'neath  a  small  tree  where 
the  distant  needle-rock  can  be  seen. 
Within  sight  of  our  fire,  we  buried  our 
case  of  Canadian  Club. 

We  wish  you  better  luck  in  your 
search  for  the  buried  case  of  Canadian 
Club  than  those  who've  sought  the 
Dutchman's  gold.  But  be  warned:  this 
rugged  country  is  unforgiving.  So  if  the 
trail  seems  too  rigorous,  you  can  strike  it 
rich  at  any  bar  or  package  store.  Just  say, 
"C.C,  please." 


Photographed  at  Bethlehem  Steel's  Spai  rows  Point.  MD..  shipyard. 


perry  designed  and  built  a  computerized 
imulator  that's  so  realistic,  it  can  show 
ow  men  and  ships  will  perform  at  sea— 
)ng  before  they  ever  set  sail. 

The  safest  place  to  learn  about  the  high  seas  is  on 
Iry  land.Thats  why  the  U.S.  Maritime  Administration 
sked  Sperry  to  create  an  uncannily  realistic  simulator 
ailed  CAORF  (Computer  Aided  Operations  Research 
Kility). 

CAORF  consists  of  an  authentic  ship's  bridge,  sur- 
)unded  by  a  large  screen.  From  a  control  room,  ships, 
arbors  and  weather  conditions  are  projected  on  the 
reen— in  lifelike  computer  animation.  A  captain  then 
)i!ots"  the  ship. 

Without  going  near  the  ocean,  we  can  now  learn, 
)r  example,  if  a  fully  loaded  tanker  can  safely  enter 
lew  York  Harbor  Or  how  a  crew  will  react  to  various 
ea  conditions.  Or  whether  a  new  bridge  design  is  more 
ff  icient  than  one  now  being  used.This  leads  to  safer 
hips,  improved  harbors  and  better-trained  crews. 
1  .short,  a  more  productive  national  shipping 


industry.  CAORF,  located  in  Kings  Point,  N.Y.,  is  one  of 
many  Sperry  marine,  submarine  and  aviation  simula- 
tors—playing major  roles  in  training  and  research.  All 
are  part  of  our  commitment  to  the  future:  Making 
machines  do  more  so  man  can  do  more. 

Sperry.  .Sperry  Flight  Systems,  Sperry  New  Holland,  Sperry  Remington, 
Sperry  Univac  and  Sperry  Vickers  are  divisions  of  Sperry  Rand 
Corporation,  1290  Avenue  of  the  Americas,  NewYork,  New  York  lIKll!) 


Making  machines  do  more  so  man  can  do  more. 


PROPBR  WEAR  FOR  CITY  OCCASIONS,  IN  PURE  WOOL 

Savour  the  taste  of  the  City  of  London  in  this  blue  glcii  clicck  vested  suit  at  Green's,  founded  in  1  894 
by  Messt  s.  Francis  and  Frederick  (ireen,  pui  \  eyors  ol  line  wines  and  cigars  to  generations  of 
London's  bankers  and  brokers.  Truly  a  connoisseur's  delight 
in  Puie  Wool,  the  natural  choice.  Finely  tailored  by  Austin  Reed  of  Regent  Slieet. 


AUSTIN  REED  i 

OF  RLCEN  r  STREET®        ^>^m  \ 

36Soutli  l  i.mklin  Street,  Chicago,  Illinois  60606.     ©  1478  Hart  Sctvkcs,  Inc 
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Show  'Em  The  Clenched  Fist! 

An  obscure  labor  activist  is  forging  a  new  weapon  to  force  corporations  to 
do  unions'  bidding.  His  first  targets  caved  in  with  scarcely  a  fight. 


By  A.H.  RASKIN 

Uni)i:h  nil';  lkaukhsiim'  oI  an  activist 
wliosc  iiainc  few  husiiicssnicn  have 
licard,  orgaiii/cd  labor  is  I)iiiiging  some 
of  the  country  s  l)igg('st  torporations  to 
their  knees  by  substituting  a  money 
whip  for  its  bhnitec!  traditional  weapons 
of  strikes  and  mass  picketing.  Fresh  from 
their  victory  over  Maiuifacturers  Man- 
over  'IVust  (-().  and  Avon  Protlucts 
( KoHHKS,  Mar.  20),  union  forces  have 
just  added  New  York  Life  Insurance  CO. 
to  their  eonciuest  hst  and  are  stepping  up 
pressure  on  l)oth  coasts  to  bend  otlier 
giant  companies  and  financial  institu- 
tions to  their  will. 

Hay  Rogers.  34-year-old  field  marshal 
of  the  two-front  union  drive,  predicts 
that  labor  will  fill  its  trophv'  rooms  with 
corporate  scalps  by  using  its  billions  in 
pension  and  trust  funds  to  "disorganize 
the  power  elite." 

"Once  they  are  convinced  we  will  go 
through  with  our  plans,  everything  can 
be  done  in  a  way  that  we  don  t  actually 
have  to  fire  a  shot,    boasts  Hogers. 

I'lie  former  ViS'I'A  volunteer  in  Appa- 
lachia,  who  now  holds  the  mouth-filling 
title  of  corporate  campaign  director  lor 
the  Amalgamated  Clothing  &  Textile 
Workers  Union,  is  not  just  whistling 
"Dixie.'  Consider  the  ease  with  which 
he  knocked  over  the  $  I5.8-I)illi(in  (as- 
sets) New  York  Life. 

All  that  it  took  was  a  .S(  pi.  I  1  picss 
conference  announcing  thai  ihc  iniion- 
ists  and  their  allies  in  churches  and  oilier 
do-gooder  groups  intended  to  nominale 
two  outsiders  to  run  against  the  adminis- 
tration slate  in  the  April  board  election 
unless  New  York  Life  severed  its  inter- 
locking directorates  with  j.P.  Sti'vens  ik 
(.'<).,  the  largely  nonunion  textile  empire 
labor  is  trying  to  crack  as  the  key  lo 
organizing  the  South. 

Bowing  to  the  union  ukase  iiieani  llial 
R.  Manning  Brown  jr.,  chairman  of  New 
York  Life,  had  to  get  off  the  Stevens 
board  and  also  that  the  insurance  com- 
pany had  lo  dump  from  its  own  board  the 


Mister  Big  of  the  textile  empiic  itself. 
He  is  James  D.  I'Midey,  ihe  Stevens 
chairman,  who  was  denied  renomiualion 
to  the  Manufacturers  Hanover  board 
after  labor  turned  the  lieat  on  the  na- 
tion's fourth  largest  bank  last  winter, 
Iwo  weeks  later  David  W.  Mitchell, 
chairman  of  Avon  Products,  who  had 
been  forced  off  the  Maimy  llaruiN'  board 
by  the  saiiu'  union  bombardment,  (juil  as 
a  Stevens  director  to  deflect  a  boycott  of 
Avon  Products'  cosmetic's  and  jewelry 
initiated  by  union  sympathizers  at  the 
National  Women  s  (Conference  in  Hous- 
ton last  November. 

1'hree  days  before  the  union  s  public 
declaiation  of  war.  Brown  of  New  York 
Life  told  FouHKS  thai  he  had  no  inten- 
tion of  surrendering  though  he  knew 
labor  was  preparing  to  seek  nominating 
signatures  for  its  two  candidates  from 
6,.'3()()  policyholders — one-tenth  of  1%  of 
the  6.3  million  individuals  and  groups 


Ldlitir  s  Rati  Holers 


Disorganizing  the  power  elite. 


with  New  York  Life  policies. 

He  praised  i'Mnley  as  "a  good  director 
and  said  he  had  every  present  ])lan  lo 
keep  him  on  the  New  York  Life  board 
and  to  ictain  his  own  seat  on  the  Stevens 
board.  "My  fc^eling,"  Brown  declared, 
"is  that  there  is  a  process  through  which 
employees  can  make  their  own  choice  on 
whether  they  want  a  union.  I  consider  it 
my  duty  to  protect  our  policyholders 
agaiTist  an  imwarranted  invasion  of  their 
riglits  in  connection  with  a  labor  dispute 
that  does  not  aHect  us. 

That  resolve  was  still  firm  in  early 
Sc-ptember.  Finley  was  included  along 
with  Brown  and  six  other  incumbents  in 
the  management  slate  filed  with  State 
Superintendent  of  Insurance  Albert 
Lewis.  A  couple  of  hours  latc-r  N.Y. 
Life's  Brown  expressed  certainty  that  the 
state  sui)erintenclent  of  insurance  would 
recognize  that  the  National  Labor  Rela- 
tions Board  and  the  federal  courts  were 
the  right  places  to  resolve  the  battle  over 
unionization  of  Stevens  employees  and 
would  stop  any  impropc-r  use  of  the  in- 
surance law  to  "mount  a  harassing  and 
expensive  contested  election"  at  New 
York  Life. 

But  all  the  fight  went  out  of  the  insur 
ance  company  that  same  afternoon.  A 
gronj)  of  key  directors,  headed  by 
Brown,  passed  the  word  to  Finley  that 
he  was  now  persona  ikiii  iirala  on  the 
New  York  Life  board.  The  next  clay 
Brown  put  out  a  sheepish  statement  .say- 
ing he-  still  felt  it  was  wrong  to  muscle  his 
company  on  an  issue  that  Stevens  work- 
ers ought  to  decide,  but  his  first  loyalty 
had  to  l)e  to  New  York  IJfe  so  he  was 
resigning  from  the  Stevens  board.  Si- 
multaneously Finley  announced  he  was 
(|uitting  the  insurance  company  board 
because  he  didn't  want  to  embarrass  it 
by  staying  where  he  wasn't  wanted. 

Behind  the  Munich-like  cave-in  by 
New  York  Life  was  a  factor  even  more 
chilling  to  its  management  than  a  specter 
of  a  massive  shifting  of  policies  to  other 
carriers  by  unions  and  their  rank-and-file 
iriembers  The  New  York  insurance  law 
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forbids  the  administration  slate  in  any 
contested  election  to  nse  any  company 
money,  property  or  work  time  by  officers 
or  staff  to  advance  its  campaign. 

"We  figured  it  would  cost  at  least  a 
dollar  to  communicate  with  each  policy- 
holder, and  with  more  than  6  million  to 
reach  that  was  more  money  than  any  of 
the  incumbents  could  afford  to  lay  out," 
explained  one  disconsolate  management 
supporter.  "The  unions  had  no  similar 
limitation  on  their  abilitx'  to  finance  a 
campaign  against  us. 

Brave  declarations  of  defiance  are  still 
coming  from  the  heads  of  the  other  com- 
panies that  have  moved  to  the  top  of 
labor's  current  hit  list.  On  the  East  Coast 
the  number  one  immediate  target  is  The 
Seamen's  Bank  for  Savings,  whose  chair- 
man, E.  Virgil  Conwa\ ,  continues  to 
give  an  icy  "no"  to  labor's  demands  that 
he  resign  as  a  Stevens  director. 

Isolating  Stevens  from  the  entire  in- 
vestment community  remains  the  prima- 
ry goal  of  labor's  energetic  shaking  of  the 
money  tree.  But  on  the  West  Coast  labor 
is  moving  the  use  of  this  unorthodo.x 
union  tactic  into  new  groimd  totally  di- 
vorced from  the  battle  with  Stevens.  The 
only  link  is  that  most  of  the  shots  on  both 
fronts  are  being  called  by  Rogers.  This 
electric  new  personality  in  a  somnolent 
labor  movement  combines  the  qualities 
of  Bible  Belt  rabblr-rcHiser  and  comput- 
er-age systems  anaKst.  He  goes  around 
the  countr\  urging  unionists  to  unleash 
the  financial  clout  dormant  in  $400  bil- 
lion in  private  and  public  pension  funds, 
now  managed  almost  exclusively  by  stan- 
dard financial  institutions. 


i^  iiniLuy  oj  biumeti  i  Bank 


Not  hurt  at  all? 


The  specific  targets  of  the  West  Coast 
drive  are  Seattle  Eirst  National  Bank, 
the  largest  bank  in  the  Northwest,  with 
$6.4  billion  in  assets,  and  Wien  Air  Alas- 
ka, a  regional  airline  in  Alaska.  SeaFirst 
is  embroiled  in  a  Labor  Board  conflict 
over  a  decision  by  its  tellers,  clerks  and 
other  employees  to  affiliate  their  four- 
decade-old  independent  union  with  the 
AFL-CIO.  Wien  Air,  which  holds  $27 
million  in  loans  from  SeaFirst,  has  been 
operating  for  16  months  in  the  face  of  a 


".  .  .  Rogers'  strategy  is 
a  domino  technique;  each 
victory  the  springboard  for 
the  next  attack  .  .  ." 


strike  by  the  Air  Line  Pilots  Association. 

The  Rogers  strategy  involves  a  domino 
technique  in  which  each  victorv  over  a 
corporate  foe  becomes  the  springboard 
for  an  attack  on  his  next  victim.  Thus,  if 
Con\\a\  and  the  Seamen  s  Bank  follow 
Manny  flanny,  Avon  and  New  York  Life 
into  submission,  he  can  be  expected  to 
turn  his  heavy  artillery  on  Borden's  and 
Sperry  Rand,  both  of  which  have  Finley 
of  Stevens  on  their  board,  and  on  Gold- 
man, Sachs  &  Co.  and  a  long  list  of  major 
banks  and  insiuance  companies  that  are 
tied  to  the  textile  chain  b\  interlocking 
directorates  or  heavy  loans. 

Conwa\ .  w  ho  is  president  of  the  New- 
York  State  Saxiiigs  Banks  Association  as 
well  as  head  of  Seamen's,  insists  he  will 
not  become  a  doormat  for  his  union  crit- 
ics though  thc\  have  been  after  him  for 
several  rough  months.  Their  pressure 
reached  a  climax  in  August  when  the\ 
pushed  what  they  call  the  "  Conway  reso- 
lution' through  the  convention  of  the 
New  York  State  AFL-CIO.  It  demanded 
that  the  Legislature  give  savings  banks 
depositors  direct  voting  rights  in  the 
election  of  trustees. 

The  undisguised  purpose  was  to  throw 
such  a  scare  into  the  industr\-  that  all  the 
other  banks  would  gang  up  on  Convva\  to 
get  off  the  Stevens  board  as  a  wa\  of 
inducing  labor  to  call  off  its  dogs.  But 
Conway  reports  that  he  is  getting  no 
pressure  from  his  own  board  or  from  his 
fellow  bank  presidents.  ""We  have  had  a 
few  withdrawals  of  accounts,  he  sa\s, 
"but  we  have  also  had  some  new  deposits 
by  people  who  feel  strong!)  the  other 
wav.  On  balance,  we  haven  t  been  hurt 
at  all." 

On  the  West  Coast  Llo\d  A.  Dodd. 
s(  iiior  vice  president  and  personnel 
manager  of  Seattle  First  National,  de- 
rides the  pressure  campaign  against  his 
bank  as  largely  the  product  of  external 
union  careerists,  not  of  the  4,700  Sea- 
First employees.  The  bank  has  been 
warning  its  workers  that  any  substantial 
success  in  the  AFL-CIO  campaign  to 


pull  money  out  of  SeaFirst  would  jeopar- 
dize their  own  jobs. 

The  knowledge  that  mass  withdrawals 
could  operate  as  a  double-edged  sword, 
hurting  the  unionized  workers  as  much 
as  they  did  the  bank,  worries  the  cam- 
paign strategists.  Mike  Young,  north- 
west representative  of  the  Retail  Clerks 
International  Union,  says  the  um'oii 
hopes  its  pressure  will  cause  the  bank  to 
negotiate  a  contract  before  any  workers 
are  knocked  out  of  their  jobs. 

However,  Rogers,  master  planner  of 
the  whole  effort,  is  convinced  that  the 
bank  will  chicken  out  before  the  ax  falls 
on  employees.  "Banks  and  insurance 
companies  are  the  most  vulnerable  of  all 
businesses,'  he  chortles,  ""because  what 
they  control  they  don't  own.  The\'  are 
totallv'  dependent  on  the  support  of  their 
depositors  and  polic\  holders. 

Invited  to  kick  off  the  SeaFirst/Wien 
Air  campaign  at  a  convention  of  the 
Washington  State  AFL-CIO  in  August. 
Rogers  got  a  prolonged  standing  ovation 
after  a  speech  that  wound  up:  ""We  must 
confront  giant  corporate  capital  with 
workers'  capital.  We  must  confront  in- 
terlocking corporate  power  with  inter- 
locking workers  power.  " 

Whether  union  money  power  can  do 
for  labor  what  strikes  and  mass  picket 
lines  are  proving  increasingly  incapable 
of  doing  w  ill  be  put  to  the  acid  test  as  this 
youthful  crusader  in  checked  sports  shirt 
and  dungarees,  onetime  setter  of  a  New- 
England  weight-lifting  record  for  the 
Ol\  nipic  press,  charges  off  to  new  battles 
against  Wall  Street  and  its  outposts  on 
the  Pacific  frontier.  ■ 
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Bold  words,  sheepish  retreat. 
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The  Tough  White  Knight 

Allegheny  Ludlum  rescued  Chemetron  from  an 
unfriendly  takeover.  But  in  truth,  white  knights 
aren't  all  that  different  from  black  knights. 


By  BOB  TAMARKIN 

In  the  era  of  hostile  tenders,  Pitts- 
burgh's Allegheny  Ludlum  Industries, 
Inc.  played  the  "white  knight"  to  the 
distressed  victim,  Chicago's  Chemetron 
Corp.  Allegheny  Ludlum  successfully 
I  repelled  Tom  Evans'  accjuisitive  Crane 
Co.  last  November  and  walked  off  with 
Chemetron,  the  supplier  of  industrial 
gases,  chemicals  and  welding  products. 

The  $500  million  acquisition  pushed 
specialty  steelmakers  sales  to  $1.4  bil- 
lion and  gave  it  the  diversification  it  was 
aiming  for  under  Chairman  Robert  J. 
Buckley,  54,  a  tall,  jovial  man  who  joined 
Allegheny  Ludlum  as  chief  operating  of- 
ficer in  1971  after  heading  Ingersol  Mill- 
ing Machine  Co.  in  Rockford,  111.  With  a 
return  on  stockholders'  equity  of  9%  and 
a  net  on  sales  of  3% — about  as  good  as 
could  be  e.xpected  in  steel — Buckley  ran 
out  of  patience  with  a  $30  million  acqui- 
sition here,  a  $200  million  one  there. 
With  Chemetron,  as  he  puts  it,  "We 
went  for  broke.  " 

I Allegheny  Ludlum  paid  $120  million, 
nearly  twice  what  it  had  intended  to,  and 
in  the  process  doubled  its  long-term 
debt  to  $377  million.  It  strained  its  bal- 
ance sheet  even  more  by  adding  a  new — 
and  more  expensive — $2.19  cumulative 
preference  stock,  along  with  its  $3  con- 
vertible preferred.  At  $55  per  share  (bid 
up  from  Crane's  initial  offer  of  $40),  Alle- 
gheny Ludlum  paid  book  value  for 
Chemetron.  At  the  time,  Chemetron 
was  selling  in  the  market  for  about  $28  a 
share.  (Chemetron's  earnings  peaked  in 
1975,  at  $7.60  a  share,  sHpping  to  $3.40 
the  following  year.  In  the  past  two  years 
it  had  laid  off  several  hundred  workers.) 

The  honeymoon  didn't  last  long. 
Within  six  months,  Allegheny  Ludlum 
began  systematically  unraveling  Cheme- 
tron to  generate  the  cash  needed  to  re- 
duce its  debt.  Buckley  plans  to  cut 
Chemetron's  sales  from  $572  million  to 
$450  million  by  year's  end. 

No  one  was  particularly  surprised  last 
month  when  Chemetron's  former  chair- 
man, John  P.  Gallagher,  (\nit  as  a  direc- 
tor and  officer  of  Allegheny  Ludlum. 
Gallagher,  in  retreat  at  his  summer 
home  in  northern  Michigan,  prefers  not 
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to  comment  on  the  specifics  of  his  resig- 
nation. His  pain,  however,  was  consider- 
ably alleviated  by  the  $250,000  he  will 
receive  for  the  next  three  years  as  a 
'consultant  "  to  Chemetron.  Gallagher, 
61,  joined  Chemetron  in  1968  after  a 
career  as  a  management  consultant  with 


Booz  Allen  &  Hamilton,  Inc.  and 
McKinsey  &  Co.  In  the  past  he  had 
successfully  fought  off  two  attempted 
raids  by  Sun  Chemical  Corp.  and  Elgin 
National  Industries,  Inc.  But  the  Crane 
challenge  was  too  much  and  this  time  he 
welcomed  the  white  knight. 

Buckley  insists  that  Gallagher  wasn't 
fired.  It  was  no  secret,  however,  that 
Gallagher  rubbed  many  of  his  new  and 
former  associates  the  wrong  way  be- 
tween last  Nov.  30,  when  the  tender 
offer  expired,  and  Jan.  1,  when  the 
merger  became  effective,  by  selling  most 
of  his  nearly  45,000  Allegheny  Ludlum 
convertible  preferred  shares  for  more 


than  $1  million.  The  sale  was  perfectly 
legal.  Technically,  he  was  not  considered 
an  insider  since  Chemetron  had  been 
delisted  from  the  New  York  Stock  Ex- 
change and  he  was  not  yet  officially  an 
officer  of  Allegheny  Ludlum. 

Gallagher  sold  the  stock  without  ini- 


tially consulting  Allegheny  Ludlum  man- 
agement. During  the  course  of  the  sale 
he  merely  notified  the  company  through 
a  letter  that  he  had  been  selling  the  stock 
and  it  was  legal  for  him  to  do  so. 

"The  sale  was  based  purely  on  eco- 
nomic motives  and  not  because  I  was 
disenchanted  with  the  company,  "  Gal- 
lagher told  Forbes.  Regardless,  the  sale 
had  a  dampening  effect  on  the  spirits  of 
other  executives.  Especially  so  since 
Gallagher,  the  only  Chemetron  execu- 
tive to  sell  his  stock  during  the  three- 
month  period,  was  also  the  only  one  to 
get  a  management  contract. 

In  last  October's  proxy  to  Chemetron's 
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stockholders,  Allcght'iiy  Liulliiin  said  it 
liad  "no  present  plans  ...  to  li(juidate 
or  rcorj^anize  C'lienietron."  Neverthe- 
less, Bnekley  s  sharp  prnning  operations 
eould  not  have  been  entirely  spur-of-the- 
moment.  It's  no  secret  that  Buckley  had 
been  eyeing  Chemetron  for  more  than  a 
year  before  the  acquisition,  an  opportu- 
nity most  white  knights  seldom  get.  At 
one  time  it  considered  ac(iuiring  Cheme- 
ti'on's  Tube  Turns  division,  a  Louisville- 
based  specialty  fittings  and  forgings  pro- 
ducer that  was  losing  $15  million  a  year 
on  sales  of  $100  million.  If  properly  man- 
aged, Buckley  believed,  the  division 
could  become  profitable. 

While  Buckley  insists  his  plans  for 
Chemetron  did  not  take  shape  until  after 
the  merger  was  completed,  almost  im- 
mediately Tube  Turns  was  absorbed  into 
Allegheny  Ludlum's  specialty  steel 
group.  Tube  Turns'  losses,  according  to 
Buckley,  have  since  been  pared  by  50%. 

Initially,  Allegheny  Ludlum  planned 
to  sell  off  its  Jacobsen  Manufacturing  Co. 
and  Carmet  division  to  raise  cash.  It  did 
sell  Jacobsen,  a  lawn  mower  and  tractor 
maker,  to  Te.xtron,  Inc.  for  $50  million, 
but  it  hung  on  to  the  Carmet  division. 

Instead,  Buckley  began  selling  off  or 


trading  parts  of  ('hemetron.  Gallagher, 
he  says,  was  aware  of  all  the  plans.  Some 
of  Buckley's  deals  since  the  merger: 

•  In  March,  Allegheny  sold  its  True 
Temper  Corp.,  a  Cleveland  garden  tool- 
maker,  to  Wilkinson  Match,  Ltd.  in  ex- 
change for  6.2  million  shares  of  Wilkin- 
son and  $8  million.  It  used  the  $8  million 
to  buy  another  6.5  million  shares  of  Wil- 
kinson from  Swedish  Match  Co.  of 
Stockhoiin.  ending  up  with  a  44.4%  in- 
terest in  Wilkinson. 

•  In  May,  Alleghen\'  Ludlum  agreed 
to  swap  Chemetron's  domestic  industrial 
gas  business,  an  $80-milli()n-a-year  oper- 
ation with  a  4%-to-5%  market  share,  for 
one-third  interest  in  Litjuid  Air  Corp.  of 
North  America.  Lifjuid  Air  is  79%  ov\  ned 
by  L  Air  Licjuide  S.A.  of  France.  The 
consolidation  would  increase  Licjuid 
Air's  national  market  share  to  10%.  a 
prospect  that  has  the  Federal  Trade 
Commission  blocking  the  transaction  on 
antitrust  grounds.  In  return  Allegheny 
would  receive  3.3  million  shares  of  Licj- 
uid  Air,  worth  about  $102  million  at 
current  market  prices. 

•  In  June,  Chemetron  s  organic  pig- 
ments business  was  sold  for  $50  million 
to  Rhinechem  Corp.,  a  subsidiar\  of 


Bayer  A  G.  of  West  Germany  The  FTC 
also  has  l)Iocked  this  sale. 

•  In  JuK.  PPG  Industries  agrec-d  to 
purchase  Chemetron's  chemical  prod- 
ucts division  for  $33  million. 

Buckley,  however,  is  not  simply  cut- 
ting back.  He  is  building  three  new 
plants  for  Chemetron's  most  profitable 
operation,  Cardox,  which  makes  and  dis- 
tributes carbon  dioxide.  And,  he  says,  he 
is  still  searching  for  accjuisitions,  even 
though  the  FTC  freeze  on  his  divesti- 
tures will  put  a  crimp  into  his  ability  to 
make  them  for  cash.  This  is  yet  another 
reason  why  Buckley  must  make  his 
Chemetron  accjuisition  as  profitable  as 
he  can  as  fast  as  he  can. 

By  August,  Buckley  had  reorganized 
Alleghen\'  Ludlum  into  three  operating 
units:  general  industry  group,  metals 
group  and  consumer  group.  The  only 
spot  left  open  to  Gallagher  was  an  oper- 
ating job  as  head  of  the  general  industry 
group,  a  position  he  was  uncomfortable 
with.  Besides  Gallagher,  80  members  of 
Chemetron  s  corporate  staff  have  depart- 
ed. All  of  which  goes  to  sh(m'  that  where 
big  money  is  concerned  there  are  no 
such  things  as  white  knights  or  black 
knights.  Only  realists.  ■ 


I  Can  Get  it  For  You  Retail 

The  public  is  losing  money  in  Penn  Central  again, 
paying  $2  to  buy  $1  worth  of  its  stock. 


By  PAUL  BLUSTEIN 

Thousands  of  people  are  paying  $50  for  a 
security  they  could  as  easily  buv  for  un- 
der $25. 

Here's  the  story:  Barring  unforeseen 
problems,  on  Oct.  24  a  newly  reorganized 
company  called  Penn  Central  Corp.  will 
emerge  from  the  ashes  of  Penn  Central 
Transportation  Co.  PCTC  was  stripped  of 
its  railroad — which  is  now  run  by  Con- 
solidated Rail  Corp.  (Conrail) — but  it  still 
retains  lots  of  valuable  real  estate  and 
energy-related  assets,  plus  a  billion  dollar 
tax-loss  carryforward. 

But  wait.  Shareholders  of  the  old  Penn 
Central  aren't  shareholders  of  PCTC. 
The  nearly  25  million  shares  they  own 
are  shares  of  Penn  Central  Co.,  PCTC  s 
holding  company  parent — which  is  itself 
in  bankruptcv.  However,  Penn  Central 
Co.  will  get  10%  of  the  new  23.4  million 
shares  that  Penn  Central  Corp.  will  be 
issuing.  But  Penn  Central  shareholders 
are  slated  to  get  only  around  40%  of  that 
10% — fewer  than  a  million  shares;  the 
rest  goes  to  creditors. 

So,  the  owners  of  25  million  old  (Penn 
(^(Mitral  Co.)  shares  are  going  to  become 


the  owners  of  fev\  er  than  1  million  mnc 
(Penn  Central  Corp.)  shares.  Eas\-  arith- 
metic says  that  each  old  share  should  be 
worth  1/25  a  new  share  at  most,  right? 

The  new  shares  of  Penn  Central  Corp. 
have  been  trading  at  around  $25  over- 
the-counter  on  a  when-issued  basis. 
Thats  a  prett\'  fair  price  for  them, 
around  seven  times  probable  1978  earn- 


.  .  It  may  not  be  smart  to 
sell  Penn  Central  Co.  stock 
short — but  it's  smart  to  sell 
it  if  you  own  it .  .  ." 


ings  of  $3.50  a  share.  On  that  basis  the 
old  PC  shares  should  be  worth  $1—1/25 
of  a  new  share.  But  instead  the  old 
shares  are  trading — actively — at  $2  each. 
In  other  words,  people  are  paying  $50  to 
buy  enough  old  stock  to  get  nev\  stock 
worth  $25. 

Why  haven  t  professionals  arbitraged  a 
profit  out  of  this  situation,  by  selling 
Penn  Central  Co.  stock  short  and  buying 
the  Penn  Central  Corp.  stock  long  on  a 


when-issued  basis?  "Because  you  can't 
borrow  the  old  stock,  "  replies  Hans  Ja- 
cobson,  of  New  York's  Herzog-Heine  & 
Co.,  an  expert  on  the  reorganization. 
"There  is  already  a  short  position  prob- 
abl\'  in  excess  of  half  a  million  shares. 
An\\vay,  it's  not  a  good  arbitrage.  The 
plan  of  reorganization  for  Penn  Central 
Co.  hasn't  even  been  heard  \et;  I  can  t 
see  how  it  could  take  less  than  a  great 
many  months,  possibly  a  year,  to  be 
completed.  So  the  people  who  are  short 
Penn  Central  Co.  stock  will  probabK  not 
be  able  to  make  money  on  their  shorts 
for  (juite  some  time." 

In  other  words,  it  ma\'  not  be  smart  to 
sell  Penn  Central  Co.  stock  short — but 
it's  certainly  smart  to  sell  it  if  \  ou  own  it. 

Tf  people  believe  in  the  future  of  the 
new  company,"  says  Jacobson,  "they 
should  sell  their  holdings  of  Penn  Cen- 
tral Co.  For  every  100  shares  they  sell, 
they  could  use  the  mone\  to  buy  8  shares 
of  the  new  compan\'  [on  a  when-issued 
basis],  rather  than  wait  until  they  get 
onl\  4  shares.' 

What's  that  you  said,  professor,  about 
the  stock  market  being  an  efficient  pric- 
ing mechanism?  ■ 
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Petrochemicals:  Gloom  But 
Where's  The  Doom? 

Chemical  shares  lag  the  rising  stock  market,  but 
the  gloom  about  petrochemicals  may  be  overdone. 


By  PAUL  GIBSON 

On  Wall  Street,  worries  about  a 
worldwide  glut  of  petrochemicals  and  a 
disappointing  string  of  earnings  reports 
have  kept  the  chemical  stocks  in  the 
doghouse  since  mid- 1976.  Once  glamor- 
ous Dow  Chemical  Co.  has  slumped 
from  57  to  29,  W.R.  Grace  &  Co.  sells 
for  barely  seven  times  earnings  and  a 
passel  of  big-name  outfits  including 
Monsanto  Co.  and  Union  Carbide 
Corp.,  as  the  table  on  page  36  shows, 
trade  at  sizable  discounts  from  their  book 
value.  Once  a  premium-priced  industry 
on  the  stock  market,  chemicals  is  now  a 
discount-priced  industry. 

The  big  problem  is  petrochemicals — 
the  7,000-odd  products  for  which  oil  or 
natural  gas  is  the  basic  raw  material. 
Although  petrochemicals  use  only  about 
6%  of  the  world's  petroleum  output, 
they  constitute  a  solid  70%  to  80%  of 
chemical    output.    Plastics — everything 


from  wrapping  film  to  automobile  body 
parts — are  the  biggest  of  the  petrochem- 
ical lines,  followed  by  synthetic  fibers 
and  elastomers. 

In  the  U.S.,  according  to  Chemical  is- 
Engineering  News,  which  keeps  the  clos- 
est thing  to  an  official  index,  the  petro- 
chemical industry  is  operating  at  a  grim 
74%  of  capacity  ,  worse  than  in  1977.  In 
Europe  and  Japan,  even  more  capacity 
stands  idle.  As  if  this  were  not  bad 
enough,  behind  the  Iron  Curtain  in 
Eastern  Europe  there  are  plans  to  build 
some  60  petrochemical  plants  designed 
with  Western  technolog\-  and  with  much 
of  the  output  destined  for  the  West  un- 
der barter  agreements.  "Looking  For- 
ward to  Ten  Years  of  Overcapacity  "  ran 
the  headline  on  a  London  Financial 
Times  petrochemical  stor)-  this  spring. 

And  what  will  happen  when  countries 
in  the  Middle  East  and  northern  Africa 
stop  flaring  their  excess  natural  gas  and 
start  erecting  plants  to  turn  the  gas  into 


petrochemicals?  Saudi  Arabia  wants  to 
build  as  many  as  four  world-scale  ethyl- 
ene crackers.  Iran  is  supposed  to  be 
commissioning  $3  billion  worth  of  new 
facilities.  Libya  has  $2  billion  earmarked 
for  chemical  plants.  And  so  it  goes.  To 
the  developing  countries  the  ability  to 
develop  petrochemicals  is  joining  owner- 
ship of  a  national  airline  as  the  symbol  of 
progress..  The  fear  is  that  these  countries 
will  dump  their  production  onto  the 
world  market  for  whatever  it  will  bring. 
This  spring  when  Libyan  methanol  be- 
gan entering  the  European  market  the 
local  price  in  Rotterdam  fell  from  $124  a 
ton  to  $105.  Sounds  gloomy,  doesn't  it? 

Yet,  in  the  midst  of  all  this  gloom  and 
doom,  the  U.S.  industr\'  alone  will  invest 
$7  billion  in  petrochemical  plants,  not  far 
from  last  year's  figure  and  triple  1974's. 

"Oh  sure,  you  look  at  the  published 
data  and  you  see  this  horrendous  excess 
of  capacity.  Yet  1  tell  you  ethylene  glycol 
is  tighter  than  hell  in  the  U.S.  today.  " 
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Chemical  Industry's  Billion-Dollar  Club:  A  Statistical  Profile 
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N.B.  All  figures  are  total  corporate  sales  and  earnings.    'International  Minerals  &  Chemicals'  1 2  months  through  December  1 977;  fiscal  year  ends  June  30. 


At  Dow  "The  Little  Old  Lady  In  Tennis  Shoes"  Takes  Over 


For  years  Dow  Chemical  Co.  ($6,9 
billion  in  sales  expected  in  1978)  was 
the  epitome  of  the  fast-growth  com- 
pany, and  the  chief  exponent  of  its 
growth  philosophy  was  Carl  A.  Ger- 
stacker,  now  retired  but  still  a  Dow 
director.  This  impish  wizard  lever- 
aged Dow  to  the  hilt  as  he  girdled  the 
globe  with  a  string  of  bulk-commodity 
chemical  and  petrochemical  plants. 

"In  your  magazine,  Gerstacker 
called  me  a  'little  old  lady  in  tennis 
shoes  because  I  worried  about  liq- 
uidity, recalls  Paul  F.  Oreffice, 
handing  the  picture  (right)  to  a 
Forbes  reporter.  "So  at  his  retire- 
ment party  I  dressed  up  as  that  little 
old  lady  and  gave  him  hell  for  being  a 
wild  man  about  capital  spending." 

That  was  three  years  ago  when  Ital- 
ian-born, Purdue-educated  Oreffice 
was  Dow's  financial  vice  president, 
and  today  the  joke  has  even  more 
relish  for  him.  This  May,  in  an  upset 
that  surprised  the  chemical  industry, 
Oreffice,  50,  was  named  Dow  s  presi- 
dent and  chief  executive.  He  re- 
placed Zoltan  Merszei,  56,  who  after 
two  years  in  charge  at  Dow  was 
moved  upstairs  into  the  less  demand- 
ing chairman's  office. 

The  switch  signals  an  important 
shift  toward  financial  conservatism  at 
Dow  and  a  belated  recognition  that 
the  era  of  easy  expansion  is  over. 

As  the  oracle  who  worried  that 
Dow  was  overspending  ($2.8  billion 
in  long-term  debt  vs.  $3.6  billion  in 
stockholders'  equity,  at  June  30), 
Oreffice  has  proven  all  too  prescient. 
After  a  decade  in  which  sales,  earn- 
ings and  capital  spending  virtually 
quadrupled,  Dow's  earnings  peaked 


in  1975  at  $3.41  a  share.  However, 
capital  spending  continued  apace, 
even  exceeding  cash  flow;  and  under 
Merszei,  Dow's  publicly  (juoted  aim 
was  to  double  pretax  profits  in  the 
five  years  ending  1982.  Instead,  in 
the  face  of  the  worldwide  petro- 
chemical glut,  Dow's  earnings 
slipped  last  year  to  $3.01.  Wall  Street 
expects  only  $3  or  so  this  year. 

"We  tried  to  do  too  much  too 
(juickly,  "  says  Oreffice,  picking  his 
words  carefully.  Three  former  CEOs 
sit  on  Dow's  17-man  board,  where 
Oreffice  holds  something  of  a  record 
for  casting  minority  votes.  "I  conser- 
vatively estimate  we  have  $1  billion 


Doiv  Chemical  s  Paul  F.  Oreffice 
A  growth  industry  in  drag. 


tied  up  in  major  new  sites  that  aren  t 
producing  any  product  but  are  cost- 
ing us  $200  million  pretax  in  interest 
and  personnel  charges,  "  explains 
Oreffice.  (That's  a  good  60  cents  per 
share  after  taxes.)  Given  those  fig- 
ures, the  board  had  to  heed  Oreffice  s 
arguments  for  reducing  capital  spend- 
ing to  90%  of  cash  flow.  Even  that 
works  out  to  about  $1.2  billion  this 
year,  still  more  than  its  competitors 
will  spend. 

Under  OreflBce,  Dow  will  still  hew 
to  the  philosophy'  that  in  chemicals 
the  ke\  to  success  is  to  be  the  largest 
and  hence  the  lowest-cost  producer. 
But  in  the  fiiture  it  will  exercise  more 
restraint,  with  Oreffice  insisting  Dow 
cancel  all  plans  for  breaking  ground 
on  major  new  petrochemical  plants  in 
the  1970s.  So  Dow  will  remain  big  in 
bulk  commodities,  such  as  polyethy  l- 
ene and  polysty  rene,  where  it  com- 
petes favorably  with  the  oil  compa- 
nies on  feedstock  and  energy  costs, 
but  will  reduce  expansion  in  the  mer- 
chant market  in  products  such  as  sty  - 
rene  monomer  (for  packaging)  and 
ethylene  glycol  (for  fibers),  where  it 
has  no  edge.  As  extra  insurance, 
Oreffice  will  push  Dow  deeper  into 
less  cyclical  and  faster-growth  areas 
such  as  oil-well  servicing  and  con- 
sumer products,  which  soon  may  pro- 
vide a  third  of  Dow's  earnings. 

"I  think  we  have  turned  the  comer 
now,'  says  Oreffice,  adding  cautious- 
ly: "I  don't  look  for  any  big  surge  in 
earnings  vmtil  we  start  up  those  big 
plants,  but  1981  to  1985  should  be 
prosperous.  "  For  everything  there  is 
a  season.  A  time  for  sowing.  And  a 
time  for  reaping.  — P.G. 


That  s  Financial  Vice  President  G.  James 
Williams  of  Dow  talking,  and  he  quickly 
ticks  off  a  list  of  other  petrochemicals 
including  phenol,  benzene  and  styrene 
that  he  says  are  in  short  supply. 

"Low-density  polyethylene?"  Wil- 
liams asks  rhetorically  while  refilling  his 
plastic  coffee  cup  at  Dow's  headquarters 
in  Midland,  xMich.  "We've  run  our  plants 
almost  at  capacity  for  some  time.  The 
other  day  we  tried  to  buy  more  polyeth- 
ylene in  West  Germany  and  nobody  had 
any  for  sale.  Hell,  the  price  of  naptha  in 
Europe  is  up  $30  to  $156  a  ton." 

In  Wilmington,  Del.  Du  Pont  s  Chair- 
man Irving  S.  Shapiro  talks  with  equal 
optimism.  "When  I  look  at  our  recent 
earnings  I  m  confident  we  are  back  on 
the  right  track,"  he  says.  With  profits  up 
29%  in  the  first  half  Du  Pont  should 
easily  earn  a  record  $  13  a  share  this  year. 
While  other  chemical  companies  are  not 
doing  that  well,  the  industry's  earnings 
were  ahead  4%  in  this  year's  first  half, 
the  best  showing  since  1975.  Even  in 
Europe  the  lot  of  most  chemical  firms  is 
improving,  and  the  three-year  run  of  red 
ink  in  synthetic  fibers  may  be  ending. 

What  s  going  on  here?  Petrochemicals 
in  short  supply.  Plants  running  almost 
flat  out.  An  upswing  in  both  prices  and 
earnings.    Why   then   the   gloom  and 


How  Big  Oil 
Firms  Ranic  In 
Chemicals 


Company 


Chemical  Revenues 


Shell*  $6.3  billion 

Exxon  4.2 

Occidental  1.6 

Standard  Oil-lnd.  1.5 

Phillips  1.4 

Arco  1.2 

Gulf  1.2 

Mobil  1.2 


*lncl.  Royal  Dutch  Shell  and  Shell  Oil. 


doom?  Why  then  are  the  chemical  stocks 
lagging  the  stock  market?  Perhaps  the 
best  way  to  explain  the  apparent  paradox 
is  to  paraphrase  author  Edith  Sitwell. 
There  is  no  truth,  she  wrote,  only  points 
of  view.  "If  you  learn  this  is  a  complicat- 
ed subject  v\ath  no  easy  answers,  then 
you  re  ahead  of  most  people,"  Du  Pont's 
Shapiro  says. 

Here  are  the  answers,  which — as  Sha- 
piro says — are  neither  easy  nor  clear-cut. 


Demand  for  petrochemicals  this  summer 
was  stronger  than  expected  as  consumers 
kept  on  spending,  particularly  for  items 
like  cars  and  houses,  the  big  users  of 
plastics.  Then,  more  producers  decided 
there  was  scant  advantage  to  be  gained 
from  constant  rounds  of  price  cutting. 
Explains  a  chemical  executive:  "Too 
many  hotshot  managers  who  slashed 
prices  hoping  for  incremental  gains  end- 
ed up  with  only  excremental  profits." 
But  there  remains  a  nagging  worry  that  if 
consumer  spending  drops  sharply  next 
year,  this  pickup  might  prove  to  be 
short-lived. 

Meanwhile,  how  seriously  is  the 
threat  from  the  Middle  East  to  be  taken? 

Answer:  with  a  grain  of  salt.  "Nine- 
tenths  of  what  s  been  announced  for  the 
Middle  East  will  never  happen,  "  asserts 
Stuart  H.  Wamsley  of  Hedderwick  Stir- 
ling Grumbar  &  Co.,  the  respected  Lon- 
don stockbrokers.  "Dow  has  talked  of 
building  in  more  countries  than  you  can 
name,  "  explains  a  consultant  who  plots 
strategy  for  chemical  companies,  "but 
you  know  damn  well  some  of  them  just 
won't  be  built  for  years,  if  ever.  " 

Talk  of  vast  new  plants  in  the  Middle 
East  preceded  the  oil  embargo,  when 
the  Arabs  began  telling  U.S.  energy 
firms  that  if  thev  wanted  to  secure  oil 


Du  Pont:  After  Ten  Lean  Years,  Ten  Fat? 


In  his  snug,  book-lined  office  in  Wil- 
mington, Del.,  E.I.  Du  Pont  de  Ne- 
mours Chairman  Irving  S.  Shapiro 
ticks  off  some  of  the  businesses  he 
expects  to  be  Du  Pont  s  big  profit 
contributors:  photographic  and  print- 
ing products,  agricultural  chemicals, 
electronic  and  medical  instruments. 

What  about  synthetic  fibers,  a  busi- 
ness where  Du  Pont  is  the  acknowl- 
edged world  leader,  with  35%  of  the 
U.S.  market?  Says  Shapiro  tartly, 
"Fibers  isn  t  the  business  of  the  fu- 
ture as  it  was  of  the  past.  " 

Long  gone  are  the  days  when  nylon 
and  Du  Pont  were  synonymous  and 
the  two  together  spelled  enormous 
profits.  Today  s  fiber  market  is  fickle 
as  can  be.  Take  polyester  yarns  that 
go  into  double-knit  fabrics.  In  the 
early  1970s  all  the  big  producers 
spent  a  bundle  on  new  plants  to  keep 
pace  with  the  feverish  demand.  Be- 
tween 1973  and  1976  Du  Pont  in- 
creased its  long-term  debt  fivefold,  in 
part  to  pay  for  new  fiber  capacitx 
Suddenly  "double-knit  "  became  an 
other  word  for  "gauche  "  and  "provin 
cial."  Du  Pont  and  the  rest  of  th( 
industry  were  choking  on  a  pile  of 
newly  built  but  largely  unwanted 
plants  for  polyester  filament;  excess 
capacity  this  summer  was  still  30%. 

This  year  fibers  will  probably  ac- 


count for  about  a  third  of  Du  Pont  s 
expected  $10.5-billion  sales,  but  the 
way  Shapiro  likes  to  characterize  Du 
Pont  today  is  as  a  high-technology 
company  making  what  he  calls  value- 
added  products.  "Our  gamble  is  that 
with  the  largest  R&D  budget  in  the 
chemical  industry  [roughly  $375  mil- 


Du  Pont  s  Irving,  S.  Shapiro 
Fewer  fibers  in  tiie  formula. 


lion  this  year]  we  will  create  enough 
products  each  year  to  keep  our  mo- 
mentum going,  explains  Shapiro. 
"Our  greatest  strength  is  we  can  go 
worldwide  every  time  we  invent  a 
new  product.  Shapiro  talks  less 
about  me-too  commodity  polyesters 
for  the  garment  industry  than  of  Kev- 
lar,  a  tougher-than-steel  lightweight 
aramid  fiber  for  tire  belting,  which  he 
calls  Du  Pont's  most  important  dis- 
covery since  nylon. 

Early  on,  Shapiro  set  a  personal 
goal  for  Du  Pont  to  earn  20%  on 
equity,  as  it  did  for  a  brief  time  in  the 
mid-1960s.  And  he  believes  that, 
with  his  newer  ventures  producing 
25%  or  so  of  total  sales  and  the  price 
and  demand  for  fibers  stabilizing,  Du 
Pont  at  last  is  coming  within  sight  of 
his  goal. 

If  he's  right,  this  would  soon  mean 
almost  $20  a  share  for  Du  Pont,  far 
above  the  $13  or  so  it  expects  to  earn 
this  \ear.  "I  hope  I  m  not  overselling 
myself  to  you,"  says  Shapiro,  now  62 
and  due  to  retire  in  1981,  "but  I 
would  rather  be  around  for  the  next 
ten  years  than  the  last  ten  years.  "  The 
stock  market  is  not  yet  convinced:  Du 
Pont  currently  sells  for  ten  times 
probable  1978  earnings  and  well  be- 
low the  price  it  commanded  as  re- 
centlv  as  1976.  — P.G. 


supplies  they  must  help  build  au  Arab 
petrochemical  industry.  Result,  a  flurry 
ol  aiinounct'inents  in  1974  of  plans  for 
refineries  and  petrochemical  plants  that 
in  Saudi  Arabia  alone  totaled  almost  $20 
billion.  As  a  senior  consultant  with  Ar- 
thur D,  Little,  inc.,  George  B.  Hege- 
man  helped  draw  up  the  long-range  pet- 
rochemical plants  for  Petromin,  the 
Saudi  national  oil  company.  "The  reali- 
ty, "  says  Hegeman,  "is  that  many  of  the 
projects  announced  in  the  Middle  East 
simply  faded  into  the  sand  when  the 
Western  world  found  it  wasn't  facing  the 
oil  crunch  it  feared."  Today  Hegeman  is 
advising  U.S.  firms  and  telling  his  clients 
to  stop  worrying.  Most  of  the  plants  will 
be  delayed  until  the  mid-  or  even  the 
late-1980s  when,  says  Hegeman,  the 
world  tould  need  all  the  pet- 
rochemicals it  can  get  to  keep 
pace  with  economic  demand. 

Again,  contrary  to  popular  be- 
lief, petrochemicals  from  the 
Middle  Kast  aren't  likely  to  be  all 
that  dieap.  The  Arabs  have  plen- 
t\  of  almost  costless  gas,  but 
even  before  they  can  build  gas- 
gathering  lines,  which  in  them- 
selves are  expensive,  or  l)uild 
ethylene  crackers — at  up  to  S.'jOO 
million  a  throw  there — the> 
must  put  in  roads,  housing  and 
all  the  infrastructure  that  is  taken 
for  granted  in  developed  coun- 
tries. Add  transportation  costs 
(expected  to  be  $150  a  metric  ton 
for  shipping  ethvlene  to  Europe, 
$200  to  the  U.S.' by  1980)  and  it's 
ob\ious  that  Middle  Hast  petro- 
chemicals will  be  lower  in  price, 
but  not  that  much  lower  than 
local  supplies. 

The  gradual  collapsi'  of  West- 
ern Europe  into  a  kind  of  free- 
limch  socialism  is  also  worrisome 
to  the  industry.  "An  anti-Darwin 
principle  of  sur\  ival  is  at  work  in  Europe 
toda\',  explains  economist  Michael 
Stam  of  Eurofinance,  a  research  unit 
sponsored  b\  a  dozen  European  and 
U.S.  banks,  "where  not  only  do  the  suc- 
cessful companies  stay  in  business,  but 
the  less  successful  and  persistent  loss- 
makers — the  weakest — survive,  usually 
supported  b>  the  state.  Case  in  point: 
State-controlled  Montedison  S.p.A.  of 
I  tab  had  $595  million  in  losses  in  1977 
by  running  its  plants  wide  open  because 
the  government  didn't  want  la>ofrs.  The 
Italian  government  simpK  picked  up  the 
tall — a  kind  of  disguised  unemplo>  nient 
insurance.  Both  .Monsanto  and  Union 
C^arbide  have  been  pulling  out  of  petro- 
chemicals in  Western  Europe.  For  both 
the  decision  was  influenced  b\'  poor  prof- 
its, \vorr\-  over  socialistic  laws  and  fears 
hat  surplus  production  now  starting  to 
seep  through  the  Iron  Curtain  into  the 
West  will  get  worse. 

\\  ill  European  governments,  more  in- 


terested in  jobs  than  efficiency,  in  turn 
dump  their  excesses  in  the  U.S.?  CJases 
of  dumping  are  becoming  more  frefjuent 
on  both  sides  of  the  Atlantic,  but  the 
U.S.  is  not  helpless.  Here  the  U.S.  pet- 
rochemical industry  benefits  from'  rela- 
tively low-cost  feedstocks  compared  with 
what  European  producers  must  pa\ ,  and 
protectionist-sentiment  in  this  country  is 
on  the  rise. 

Throw  in  the  cheap  U.S.  dollar  plus 
the  protection  of  tariff  barriers,  and  the 
U.S.  chemicals  industry  doesn't  look  like 
such  a  bad  place  to  invest  for  all  its 
])r()blems.  Witness  the  hordes  of  P^uro- 
pean  firms  who  continue  to  snap  up  U.S. 
chemical  producers  at  what  they  consid- 
er are  bargain  basement  prices.  Direct 
foreign  investment  in  the  U.S.  chemical 


The  molecular  structure  of  cthijlenc 


As  the  glut  subsides  will  Mideast  output  be  needed? 


industr\  in  just  the  past  \ear  is  over  $1 
billion. 

In  fact,  the  real  problem  is  from  com- 
petition within  the  industry'  rather  than 
from  outside.  The  oil  companies  have 
muscled  in  on  what  was  exclusively 
chemical  compan\  turf.  Exxon  Chemical 
Co.,  for  example,  with  over  $4  billion  in 
sales,  now  ranks  itself  13th  worldwide 
among  all  producers,  while  Shell  Oil  is 
breathing  down  the  neck  of  Unicm  Car- 
bide, the  longtime  leader  in  eth\lene. 
Oil  companies  in  the  U.S.  now  suppK 
about  half  of  all  olefins. 

Can  the  old-line  chemical  firms  still 
compete?  It  is  not  going  to  be  eas\'.  Look 
what  happened  to  Northern  Natural  Gas 
Co.  In  Morris.  111.  Northern  rulis  one  of 
the  largest  and  most  efficient  reactors  in 
the  world  for  making  low-densit\-  poK- 
ethylene  (for  packaging)  and  ethvlene 
glycol  (for  antifreeze  under  its  Peak 
brand  label).  In  1974.  according  to  ana- 
Kst  Donald  .\.  Pattison  of  C\  rus  J.  Law- 


rence, Inc.,  Northern  earned  48%  pretax 
on  its  investment  in  that  plant.  Last 
year,  barely  11%,  and  at  that,  says  Patti- 
son, Northern  probably  fared  twice  as 
well  as  Union  Carbide  or  Dow.  two  oth- 
er big  producers. 

As  they  scramble  to  develop  new  strat- 
egies in  a  business  that  is  growing  more 
slowly  than  in  the  Fifties  and  Sixties,  the 
chemical  firms  basicalK'  have  two 
choices:  They  can  integrate  backward 
and  secure  their  own  energy  and  feed- 
stock materials  to  enter  into  a  slugging 
match  with  the  oil  giants.  Or  they  can 
(|uit  the  bulk  commodities  end  of  petro- 
chemicals and  move  downstream  into 
specialt\  chemicals  and  high  value-add- 
ed engineered  thermoplastics.  At  the 
two  extremes  (see  boxes  pp.  36  and  37) 
are  Dow.  still  determined  to  be 
king  of  the  commodities,  and  Du 
Pont,  now  looking  increasingly 
to  X-ray  films,  agricultural 
chemicals  and  even  pharmaceu- 
ticals for  its  profitable  growth, 
("aught  somewhere  in  be- 
tween—with mixed  results — are 
most  of  the  others. 

Besides  its  European  bailout. 
Monsanto  has  sold  some  50 
chemical  operations,  and  now  is 
betting  heavily  on  herbicides 
and  a  comeback  in  fibers  where 
it  bought  out  part  of  Rohm  & 
Haas  Co.  s  operations.  At  W.  R. 
Grace  the  strateg\  is  diversifica- 
tion, with  specialty  chemicals  re- 
placing commodities  and  a  chain 
of  Mexican-st\  le  restaurants  sup- 
plementing its  fora\  into  retail- 
ing. For  Stauffer  Chemical  Co., 
a  rarity  in  being  consistently 
profitable,  a  switch  to  sulfur- 
based  industrial  chemicals 
helped  lessen  its  dependence  on 
petrochemical  feedstocks. 

There  ma\'  be  no  surefire  an- 
swers, but  as  Hercules  Inc.  President 
Alexander  F.  Giacco  says  after  unsuccess- 
fulK'  try  ing  to  slug  it  out  w  ith  oil  giants  in 
pol\prop\ lene  and  DMT,  "We  must  get 
as  far  awa%  from  the  oil  barrel  as  we  can  b\ 
adding  \  alue  to  w  hat  we  produce. 

Overall,  while  there  will  certainly  be 
casualties.  the  pessimistic  scenario 
seems  greatly  overdone.  Unlike  the  steel 
industr\.  the  petrochemical  industry  is 
not  treading  the  primrose  path  to  profit- 
less prosperity:  huge  volume,  small  prof- 
it. With  the  demand  for  lightness  in 
materials  continuing  to  increase,  de- 
mand for  plastics  will  remain  strong. 
Year  b\  \  ear.  plastics  are  taking  a  larger 
share  of  the  packaging,  transportation 
and  housing  markets  from  wood  and 
metals.  "Plastics  will  be  the  backbone  of 
the  petrochemical  business  for  the  next 
20  \ears.  sa\s  consultant  Hegeman. 
,\dds  Dow's  Williams.  "The  real  ques- 
tion is,  who  is  going  to  survive  in  a  good 
grow  th  industry  ?•'  ■ 


IS  IT  WORTH  RISKING 
YOUR  LIFE  FOR  H5  MILES 
PER  GALLON? 


Tiny  little  subcompact  cars  may  be  great  for 

saving  gas.  But  as  accident  statistics  show,  they're 

not  particularly  safe. 

A  Volvo,  on  the  other  hand,  gets  a  very  respect- 
able 29  m.p.g.  highway  — 19  m.p.g.  city.*  But 

ultimately,  we  put  a  much  higher  premium  on  life 

than  we  do  on  gasoline. 
The  roomy  passenger  compartment  of  a  Volvo 

is  surrounded  by  six  steel  pillars,  each  one  strong 
j  enough  to  support  the  weight  of  the  entire  car. 
I    Crumple  zones,  front  and  rear  are  designed  to 

absorb  the  impact  of  a  collision,  rather  than  pass- 
i  ing  it  on  to  the  passengers. 

As  a  matter  of  fact,  the  federal  government  is 

so  impressed  with  Volvo's  crash  worthiness  they've 
i  become  one  of  our  biggest  customers.  They 

bought  more  than  60  Volvos,  many  of  which  have 

been  crashed  into  each  other  at  closing  speeds  of 

up  to  90  m.p.h.  in  an  effort  to  establish  safety 
I  standards  for  cars  of  the  future. 

VOLVO.  A  CAR  YOU  CAN  BELIEVE  IN. 


So  before  you  buy  your  next  car,  weigh  careful  I  \ 
what  you  have  to  gain  and  lose. 

A  big  substantial  Volvo  can  not  only  save  gas. 
It  could  end  up  conserving  something  much 
more  precious. 

*I  /'A  rsliiiiiilcs  lHi.\Cil  <iii  2'li)  Snlaiis  willi  iiuiiiiial  liiiiisnii.ssitin.  MiU'aiii'  nuiy  viii  v 
(III  (illici  iiiinifl\  III  hfc  iiiixr  iif  yniir  iliiviiin  hiihils  i  iii:,  i  iiiuliliiin  iiiiil  fqiiiiniii'iil 

AAOITVO  O  1'I7H  VOIVO  OF  AMI  HICA  (:()I)I'(I»A  1 1(  IN  1 1  A'. INI.  AVAHAHl  l 


'Where  will  the  South's  enormous 
growth  put  the  Southern?" 

J.T.  Roberts,  Special  l-.quipment  lingitieer,  Southern  Railway 

According  to  the  federal  government,  the  railroads  are  in  for  a  lot  of  growth  by  1990.  Freight 
m-miles  will  increase  by  143%.  And  the  railroads'  share  of  market  will  go  up  24%. 
This  certainly  flies  in  the  face  of  the  cliche  about  the  railroads:  that  we're  a  dying  business. 
Far  from  it. 

Nine  out  of  the  ten  top  U.S.  railroads  have  consistently  made  a  profit.  The  Southern  Railway 
as  made  a  profit  every  year  for  the  past  39  years. 

So,  when  this  big  increase  in  traffic  hits,  we  stand  to  do  pretty  well. 

How  well?  The  president  of  the  Southern  Railway  is  a  lot  better  equipped  to  tell  you  about 
lat  than  I  am.  «  ■ .  -c — >vp.  — 


A  Southei  n  Railway  unit  coal  train  delivering  coal 
to  an  Alabama  Power  Company  generating  plant 
in  Yellowleaf,  Alabama. 


•Ml 


^mtop." 


L.  Stanley  Crane,  President,  Southern  Railway  System,  Washington,  D.C.  20013 

All  you  hear  about  the  railroads  these  days  is  that  we're  declining  and  about  to  go  under.  But,  actually,  we're  in  for 
a  big  upsurge  in  traffic.  And  I'm  going  to  see  that  we're  on  top  of  it  when  it  comes. 

First,  because  we're  in  a  service  business.  The  only  thing  we  have  to  sell  is  safe,  on-time  delivery  of  the  goods.  And, 
second,  because  we're  in  this  business  to  make  money.  And  the  only  way  to  do  that  is  to  give  better  and  belter  service. 

We  have  no  doubt  that  these  increases  in  freight  volume  are  on  the  way.  So  we're  getting  ready.  Right  now. 

The  South  is  one  of  the  fastest-growing  areas  of  the  country.  As  the  South  grows,  there's  a  need  for  more  and  more 
power.  Today  that  means  coal.  Which  no  one  carries  better  than  the  Southern.  Our  unit  coal  trains  are  virtually 
conveyor  belts  of  coal. 

But  we  said  we'll  be  on  top.  Does  that  mean  we'll  get  the  hon's  share  of  these  new  increases?  Maybe.  But  you  can  be 
sure  that,  whatever  happens,  I'm  going  to  see  that  we're  on  top  in  the  two  ways  that  count:  in  service  and  in  profitability. 
Because  we're  not  going  broke,  we're  going  for  broke. 


I — \ 


Real  estate  finance. 

A  group  of  buyers  chose  a  bank  to  finance 
an  enormous  real  estate  transaction. 
To  evaluate.  Plan.  Negotiate. 

They  chose  Wells  Fargo.  For  the  largest  private 
land  transaction  in  American  history. 

That's  the  kind  of  experience  others  can 
profit  by. 

Ours. 


LENDE 


Far  From  The 
Madding  Crowd  . . 

Life  is  pleasant  for  Armstrong  Cork  in  rural 
Pennsylvania.  Profits?  Much  less  pleasant. 


Ahmsthong  Cork  Co.  oI  Laiu  aster.  Pa. 
is  big  on  tradition.  It  ha.s  only  ri'eentl\ 
cleeided  to  remove  the  "eork  from  its 
naine,  though  for  years  the  only  eork  it  has 
made  (at  a  small  plant  in  Spain)  has  been 
mainly  for  champagne  bottles.  For  49 
years  Armstrong  has  bei-n 
ln"ad(|nartered  in  bueolie 
Pennsylvania  Dutch  country 
and  employs  so  many  of  Lan- 
caster's 57,(X)()  people  that 
Lancaster  is  virtually  a  com- 
pany town.  When  it  chooses  a 
new  president,  it  inevitabK 
goes  within,  as  it  did  last 
November  for  Harry  A.  Jen- 
sen, 59,  a  marketing  man  like 
his  two  imiuediate  predeces- 
sors. Another  "orderly  tran- 
sition, Jensen  called  it. 

Too  orderly,  p(Mhaps. 
There  is  more  than  a  whiH Of 
complacency  about  this  $1- 
billion  (revenues)  home  fur- 
nishings, floor  covering  and 
industrial  products  com- 
pany. At  a  time  when  other 
housing-related  companies 
are  making  big  money,  Arm- 
strong is  just  getting  l)\. 
I'larnings  per  share  last  yc-ar, 
$L55,  were  lower  than  in 
1965,  and  return  on  ecjuity 
over  the  last  five  years  has 
been  just  10.2%.  This  year 
will  be  better;  prospects  are 
that  full-year  earnings  will  hit 
a  record  $2.30.  But  this  represents  only 
11%  on  stockholders  eciuity,  hardly  im- 
pressive for  a  cyclical  high. 

The  problem  is  that  Armstrong  has  a 
number  of  unprofitable  or  marginally 
profitable  businesses.  Its  $146-milli()n 
fiirniture  operations,  for  example,  net 
only  l%()n  sales.  Its  p]uropean  business, 
a  small  10%  of  the  corporate  total,  suf- 
fered because  Europe  sank  into  reces- 
sion just  as  the  company  expaiuk-d.  The 
big  vinyl  plant  that  Armstrong  has  at 
Teeside,  England  has  lost  $11.8  million 
(over  and  above  its  $30-million  capital 
cost)  in  the  last  two  years  and  will  prob- 
ably lose  another  $1.5  million  or  more 
this  year.  Technical  bugs  are  to  blame  as 


well  as  Britain  s  c'hronic  labor  problems. 

Then  there  s  the  carpt^t  business.  Arm- 
strong succeeded  in  becoming  the  prob- 
able number  two  in  caipeting  in  ten  years, 
and  that  business  now  provides  22%  of 
sales.  But  its  operating  margins  are  less 


Armstroiifi  (Unk  I'rcsidcul  linn  ij  .A.  Jcnsi  n 


Green  fields  are  fine,  but  a  little  healthy  tension  might  help< 


than  10%.  The  ceiling  materials  business 
is  a  little  better,  but  margins  are  slim,  too. 
Armstrong  has  not  been  able  to  get  con- 
sumers to  trade  up  from  acoustic  to  imita- 
tion plaster  ceilings  the  way  they  do  from 
inlaid  vinyl  sheet  floors  to  more  expensive 
no-wax  Solarian  sheets. 

In  fact,  it  is  the  $4()0-millioii  flooring 
business — vinyl  sheet  flooring — ironical- 
ly thought  to  be  dying  ten  years  ago,  that 
keeps  the  company  out  of  trouble.  With 
37%  of  corporate  reveiuies,  flooring  pro- 
duces more  than  half  the  profits.  In  the 
Fifties,  Armstrong  successfiilly  made  the 
technological  leap  from  cork-and-burlap 
linoleum  to  the  vinyl  which  replaci'd  it. 
Armstrong's     $103-million  industrial 


]irodncts  division — gaskets  and  pipe  in- 
sulation— also  does  well,  but  it  is  only  a 
relativeh  small  part  of  the  company. 

Diversification  can  be  a  blessing,  but, 
improperly  handled,  it  can  get  a  com- 
pan\  into  tle(>p,  uncharted — for  it — wa- 
ters. Armstrongs  manage- 
ment felt  like  others  that  the 
furniture  business,  highly 
fragmented,  was  ripe  for 
consolidation — economies 
of  scale  and  all  that.  So  it 
spent  a  huge  $125  million  to 
buy  North  (Carolina  s  Tho- 
inasville  Furniture,  which 
makes  coTitemporaiy  house- 
hold furniture,  and  then 
built  a  $3()-million  [jlanf  in 
Virginia  to  put  the  fiictory 
into  cheap  particle-board 
furniture  laminated  with 
photographic  imitation 
grain.  As  it  turned  out,  the 
economies  of  scale  and  of 
full-line  marketing  just 
wcren  t  there.  On  a  volume 
of  $146  million,  Armstrong's 
f  urniture  division  netted  just 
$1.8  million  last  year. 

What  is  Armstrong  s  man- 
agement s  reaction  to  all 
these  vicissitudes?  President 
Harry  Jensen  claims  that  the 
problem  was  with  timing, 
but  that  the  payoff  is  at  hand. 
"  Now,"  he  says,  "is  the  time 
for  the  large  investments  to 
begin  to  pay  out.  Armstrongs  chief 
economist,  Albert  Matamoros,  is  more 
blimt;  "We  have  to  be  more  precise  in  the 
assignment  of  risk  factors,  "  he  says.  A 
strong  housing  market  got  Armstrong's 
profits  risingagain,  but  they  are  nothing  to 
write  home  about.  Moreover,  the  prob- 
lems in  Britain  and  in  furniture  remain  far 
from  solution. 

The  basic  feeling  a  visitor  gets  at  Arm- 
strong is  a  sense  of  self-satisfaction.  "In 
Lancaster,"  says  Harry  Jensen,  "  you  re 
10  minutes  from  home,  15  minutes  from 
the  golf  course.  "  But  this  company  may 
not  need  green  grass  and  winding  coim- 
try  roads  so  much  as  it  needs  a  little 
healthy  tension.  ■ 
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Choosing  The  Next  Boss 

Why  So  Many  Bosses 
 Do  It  Badly  

Even  the  best  of  them  can  do  a  bad  job  picking  their  own  successors. 
Here's  how  some  smart  companies  deal  with  this  ancient  problem. 


By  PAUL  W.  STURM 

Mankind's  capaci  i  v  for  st'lf'-dc-liisioii  is 
apparently  endless.  Perhaps  the  height 
of  such  folly  is  the  illusion  of  indispens- 
ahilitv.  How  can  the  sun  rise  in  the 
inorniiij^  if  I  am  not  there?  How  can  my 
business  possibK  function  without  ine  to 
keep  those  lesser  mortals  in  line? 

The  truth  is  that  each  outstanding 
leade^  is  unique,  yes;  but  indispensable, 
no — unless,  consciously  or  uneonscious- 
K',  he  makes  hiinself  so.  Like  parents 
who  crush  children  by  harj^ing  on  their 
mistakes,  man\  brilliant  business  leaders 
create  an  atmosphere  that  thwarts  poten- 
tial successors,  by  driving  them  away  or 
grinding  them  into  yes-men.  In  so  doing, 
these  leaders  set  the  stage  for  chaos, 
decay  or  both  when  death  or  disability 
ends  their  effective  careers. 

Hie  annals  of  American  industry  are 
filled  with  cases  of  companies  whose  fu- 
ture was  compromised  because  a  strong 
leader  failed  to  groom  an  effective  succes- 
sor. To  name  only  a  few:  Sewell  Avery  at 
Montgomery  Ward,  Ralph  Burger  at 
A&P.  Frederic  Ecker  at  Metropolitan 
Life  and  Augustus  Long  at  Texaco. 

Despite  the  clear  lessons  of  history, 
the  fblK  goes  on.  C'onsider  the  case  of 
Mallinckrodt,  Inc.  This  St.  Louis-based 
specialty  chemical  company  owes  its 
[)resent  success  to  Harold  Thayer,  an 
VHT-trained  engineer,  who  turned  it 
from  a  sleepy  outfit  into  a  $400-million-a- 
year  growth  company.  Thayer  was  48 
when  he  took  the  helm  in  196()  He  is  66 
today.  Time  to  start  handing  over. 

Instead,  from  all  accoimts,  Thayer  con- 
tinues to  dot  every  i  and  cross  every  f .  In 
the  past  two  years  he  lost  two  presidents. 
The  latest  casualty,  Robert  Clabault,  50, 
was  hired  away  from  W.  R.  Grace  6c  Co. 
and  went  back  to  his  old  job  after  less  than 
12  months  at  Mallinckrodt. 

Thayer  is  a  great  leader — except  for 
one  thing:  He  has  so  tlominated  the  com- 
pany that  he  has  killed  off  potential  suc- 
cession. Is  there  no  one  else  in  America 
I  ipable  of  doing  Thayer's  job? 

Born  in  Germany,  Willibald  Conzen, 
/low  6.5,  has  presided  with  an  iron  hand 
over  the  fortunes  of  Schering-Plough.  In 
his  dozen  years  in  command  sales  in- 
creased by  300%  and  profitabilitv'  by 


.50%.  But  one  thing  Conzen  neglected: 
iissuring  his  own  succession.  Although 
Schering  has  revenues  of  $1  billion  and 
17, (XK)  employees,  there  was  no  one  in- 
side the  company  Conzen  trusted  with 
Scherings  lotig-term  future.  So,  last 
month,  he  handed  the  chief  executive  s 
job  to  Richard  Bennett,  a  coinpany  law- 
yer less  than  four  years  from  retirement. 
Bennett  is  clearly  an  interim  boss,  if  boss 
at  all;  Conzen  will  retain  an  office  in  the 
firm's  third-floor  executive  suite. 

Conzen  s  real  successor — if  he  suc- 
cessfulK  runs  the  gauntlet — is  likely  to 
be  Robert  Luciano,  45,  newly  hired  from 
.American  CAaiuimid  s  Lederle  division 
and  a  man  who  learned  drug  marketing 
at  Ciba-Geigy.  The  path  to  the  top  is 
going  to  be  slippery  for  Luciano — what 
with  Conzen  looking  over  his  shoulder. 
Question:  Why  did  Conzen  work  so  hard 
to  build  Schering  but  neglect  to  groom 
someone  who  could  ensure  the  continu- 
ity of  what  he  built?  The  answer  lies 
deep  in  Conzen  s  psyche. 

Nor  do  such  things  happen  only  in 
medium-size  corporations.  Detroit  s 
Burroughs  (]orp.  has  revenues  of  well 
over  S2  billion.  It,  too,  was  largely  a  one- 
man  show  under  the  dynamic  leadership 
of  Ray  Macdonald,  an  iip-from-sales 
business  genius  who  turned  Burroughs 
from  an  old-line  manufacturer  of  ac- 
covmting  machines  into  a  sophisticated 
leader  in  electronic  data  processing. 

.Macdonald  blew  only  one  thing:  his 
own  succession.  L'ntil  two  years  ago  he 
seemed  likely  to  give  the  nod  to  an  ex- 
ecutive vice  president,  C^harles  Exley, 
48,  his  youngest  and  brightest  executive 
vice  president.  Exley  was,  from  all  ac- 
counts, an  outspoken  man  who  did  not 
hesitate  to  criticize  Macdonald.  Manage- 
ment meetings  sometimes  became  open 
(luarrels.  In  1976  headhunters,  sniffing 
trouble,  brought  Exley  an  offer  from  a 
competitor,  f'lxley  jumped  to  NCR  as 
president  and  has  since  enjoyed  taking 
liunps  out  of  his  former  employer  s  hide. 

With  Exley  gone,  there  was  no  clear 
successor  at  Burroughs.  Mactlonald  did 
step  down  last  January  ,  to  be  succeeded 
by  Paul  Miral)ito,  a  financial  man  who 
had  handled  sales  to  the  federal  govern- 
ment, but  Mirabito  is  63,  two  \  ears  from 
retirement  and  clearly  an  interim  figure. 


Somewhat  belatedly,  Macdonald  has 
faced  the  real  problem.  In  retirement, 
he  has  accepted  exile  to  a  small  office  off 
Burroughs'  executive  suite,  where  until 
recently  he  held  imperial  sway. 

Suqirise  is  no  excuse  for  such  situa- 
tions. Retirement  at  6.5  for  top  brass  is  the 
rule  in  American  industry.  Despite  mod- 
ern medicine,  age  and  its  symptoms  are 
relentless.  It  is  suqjrisiog  that  men  who 
pride  themselves  on  being  consummate 
realists  art'  unrealistic  on  this  score. 

"Succession  is  not  lines  and  charts,  " 
says  Roland  C^hristensen,  a  professor  at 
Harvard  Business  School  who  studies 
the  subject  closely.  "It  s  the  essence  of 
raw  power.  A  chief  executive  is  search- 
ing for  a  man  who  may  some  day  build  a 
scaffold,  tie  a  rope  around  his  benefac- 
tor's neck  and  pull  out  the  platform. 
People  don  t  approach  that  selection  the 
cold,  objective  way  the\  decide  to  build 
a  new  plant  in  (^edar  Rapids.  ' 

Or  the\  don  t  approach  the  selection 
at  all. 

"I  have  no  plans  to  retire,  '  says 
C;harles  Wohlstetter,  68,  Continental 
Telephone  s  chairman.  "I  II  fight  em,  I'll 
set  up  a  bazooka  patrol,  but  I'm  only 
leaving  feet  first.' 

Tampax,  Inc.  s  chief  executive,  Thom- 
as (.'asev,  seems  to  feel  the  same  way. 
His  one-product  company  is  locked  in  a 
marketing  battle  with  giants  like  Johnson 
6<  Johnson.  Casey  is  70.  Succession? 
"People  don  t  ask  me  about  that,  he 
sa\s.  "I  d  rather  not  discuss  it." 

Charles  Revson  didn  t  settle  on  an  heir 
at  Revlon  until  he  knew  he  had  incurable 
cancer.  His  choice,  Michel  Bergerac 
from  International  Telephone  6c  Tele- 
graph, drove  a  hard  bargain:  S3(X),(XX)  in 
annual  salary',  a  $1.5  million  bonus  when 
he  moved  up  to  the  top  job  and  a  $1.2 
million  si'ttlement  if  Revson  wasn  t  out 
within  12  months. 

Says  one  underling  of  the  scientific 
genius  Edwin  Land,  "To  talk  about  a 
successor  is  to  acknowledge  that  Land 
himself  will  die.  That  is  not  spoken  of  at 
Polaroid.    Land  is  70. 

Such  thinking  sets  in  slowly,  and  at 
other  companies  it  is  just  beginning. 

A{  Northw<-st  Industries,  where 
Chairma!!  Ben  Heineman  is  64  and  with- 
out an  obvious  successor,  a  spokesman 


44 


calls  any  discussion  of  Heineman's  leav- 
ing "very  premature.  Litton  Industries 
(juietly  abolished  its  informal  retirement 
policy  when  founder  Charles  Thornton 
turned  65  this  summer.  VV.R.  Grace  re- 
cently reorganized  to  give  four  key  ex- 
ecutives broader  exposure,  but  Presi- 
dent Peter  Grace  "plans  neither  to  die 
nor  to  retire,   according  to  one  friend. 

"If  the  Great  Leader  stays  around,  his 
successor  may  consult  him  on  everything 
and  never  make  decisions  on  his  own," 
says  Eugene  Jennings,  a  Michigan  State 
University  professor  who  advises  corpo- 
rations with  transition  problems.  "It  may 
be  years  before  anyone  realizes  he  s  a 
dud."  Several  major  airlines  illustrate 
Jennings  remarks. 

Until  the  mid-Sixties,  tough,  flamboy- 
ant personalities  put  indelible  stamps  on 
four  large  U.S.  carriers.  William  Patter- 
son at  United,  Eddie  Rickenbacker  at 
Eastern,  C.R.  Smith  at  American  and 
Juan  Trippe  at  Pan  Am  were  all  living 
legends  with  30  years  of  service  when 
they  retired.  Each  man  s  handpicked 
heir  ran  into  early  trouble,  and — after  a 
period  of  considerable  confusion — each 
company  operates  with  outside  manage- 
ment: United's  leadership  comes  from  its 


What,  me  worry?  Why,  I'll  recruit  my 
successor  next  year — when  I'm  75. 

hotel  subsidiary;  astronaut  Frank  Bor- 
man  is  fine-tuning  Eastern;  lenders 
eventually  installed  William  Seawell  at 
Pan  Am;  and  American  recruited  .Albert 
Casey  from  Times  .Mirror  Co. 

"There  is  a  hidden  motive  in  people 
who  are  very  strong,  explains  psycho- 
analyst Abraham  Zaleznik  (see  box.  p. 
50).  who  also  teaches  at  Harvard  Busi- 
ness School.  "It's  strictly  unconscious, 
but  thev  don't  want  to  see  their  succes- 


sors succeed.  When  the  man  who  comes 
after  them  fails,  that  reestablishes  their 
own  position  in  history.  " 

The  denouement,  of  course,  occurs 
when  a  retired  chief  executive  is  called 
back  to  restore  order  after  his  next-in- 
line falters — a  surprisingly  fretjuent  turn 
of  events.  Prominent  examples;  inter- 
rupted stints  in  command  by  Karl  Ben- 
detsen  at  Champion  International, 
Maxey  Jarman  of  Genesco,  Gus  Long  at 
Texaco  and  Jack  Massey  at  Hospital 
Corp.  of  America.  The  experience  for 
such  men  must  be  somewhat  like  that  of 
Napoleon  after  his  return  from  Elba:  a 
brief  recapture  of  forgotten  glory  and 
power,  but  somehow  not  the  same. 

It  s  not  that  men  like  this  don't  have 
the  interests  of  their  companies  at  heart. 
Rather,  they  are  too  involved.  The\  are 
not  deliberately  reducing  their  subordi- 
nates to  quavering  cowards.  It  s  that  they 
create  a  situation.where  a  kind  of  Gresh- 
am's  law  prevails.  "The  giiy  who  s  hang- 
ing on  attracts  strong  men  like  himself 
Then  they  start  asserting  themselves, 
and  he  boots  them  out,  says  .Michigan 
State  s  Jennings.  Armand  Hammer,  now 
80,  has  his  third  consecutive  top  operat- 
ing chief  at  Occidental  Petroleum;  Wil- 


The  Morning  Line 

Each  of  these  chief  executives  is 
expected  to  retire  within  two 
years.  Here  is  a  rundown  on  the 
races  to  succeed  them.  The  odds 
quoted  have  been  set  on  the  basis 
of  extensive  interviews  with  cor- 
porate handicappers  both  inside 
and  outside  the  companies 
named.  With  humans,  as  with 
horses,  there  is  no  such  thing  as  a 
certainty.  In  the  event  of  corporate 
crisis,  of  course,  the  odds  can 
change  greatly. 


Company 


Rank  In  Forbes  500s 
Sales  Profits  Assets  Mkt.  Value  CEO  (Age) 


Allied  Chemical 

112 

124 

173 

104 

John  Connor  (63) 

Rob 

American  Home  Prod. 

128 

41 

354 

25 

William  LaPorte  (65) 

Joh 

American  Tel  &  Tel 

4 

1 

1 

2 

John  deButts  (63) 

Will 

Beatrice  Foods 

50 

82 

260 

55 

Wallace  Rasmusson  (64) 

Jan' 

Bethlehem  Steel 

49 

X 

83 

161 

Lewis  Foy  (63) 

Don 

Burroughs 

170 

65 

189 

38 

Paul  Mirabito  (63) 

No 

Chase  Manhattan 

96 

141 

4 

150 

David  Rockefeller  (63) 

Will 

Coca-Cola 

81 

38 

246 

23 

Paul  Austin  (63) 

Don 

General  Motors 


1         2      10         4      Thomas  Murphy  (62) 


H.J.  Heinz 

198 

251 

457 

196 

Burt  Gookin  (64) 

International  Paper 

77 

59 

124 

62 

Stanford  Smith  (62) 

Manufacturers  Hanover 

186 

103 

6 

124 

Gabriel  Hauge  (64) 

Minnesota  Mining 

67 

26 

137 

15 

Raymond  Herzog  (63) 

PPG 

138 

229 

263 

181 

Robinson  Barker  (64) 

Texaco 

6 

10 

21 

8 

Maurice  Granville  (62) 

U.S.  Steel 

19 

126 

38 

45 

Edgar  Speer  (62) 

Note:  X  means  company  is  not  included  in  the  500s  in  this  measure. 
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liam  Graham  has  runs  through  as  many 
presidents  at  Baxter  Travenol  Labs. 

At  Dart  Industries,  Justin  Dart  recently 
recruited  Thomas  Mulaney,  45,  as  his 
president.  "Tom  s  nobody  s  office  boy, 
and  his  background — business  school, 
McKinsey  &  Co.  and  five  years  as  head  of 
Wilson  Sporting  Goods — is  ver\'  different 
from  mine,  says  Dart.  "Still,  a  little 
tutoring  from  me  will  make  him  a  helluva 
lot  better  man."  That  remains  to  be  seen. 
Dart,  at  70,  is  remarkably  vigorous. 

Yet  the  annals  of  American  business 
are  full  of  examples  of  corporate  chief- 
tains who  retired  in  good  grace  and  good 
order,  allowing  their  records  to  speak  for 
themselves.  It  happens  regularly  at  great 
companies  like  American  Telephone  & 
Telegraph,  Exxon,  General  Motors  and 
General  Electric.  Orderly  succession  is 
less  likely  in  smaller,  more  entrepre- 
neurial corporations,  but  it  can  take 
place  there,  too. 

"I'm  a  great  believer  in  retiring  at  6.5 
and  getting  the  hell  out,"  says  Textron's 
guiding  genius.  Royal  Little — who  did 
just  that.  "If  you  don't  leave  then,  you 
end  up  turning  the  company  over  to 
some  incompetent  who's  done  nothing 
but  hang  around  and  wait  for  you  to  die. 


Keeping  a  good  man  down?  Super- 
tough  chief  executives  do  it  often. 

Little  says.  He  left  Textron's  board  one 
year  after  stepping  down  as  chief  execu- 
tive at  64.  He  s  no  longer  even  a  consul- 
tant to  the  company. 

Little  handpicked  two  successors.  The 


first,  Rupert  Thompson,  was  ten  years 
his  junior;  the  second,  G.  William  Mil- 
ler, now  chairman  of  the  Federal  Re- 
serve Board,  was  30  years  younger. 
Clearly,  Little  wasn't  afraid  to  have 
strong  people  around  him.  The  company 
benefited.  And  though  Thompson  died 
shortly  after  his  retirement  both  Little 
and  Miller  went  on  to  have  brilliant  sec- 
ond careers.  At  82,  Little  is  busily  man- 
aging his  personal  investment  company. 

Roy  Little  has  a  rare  sense  of  propor- 
tion. The  trouble  with  many  successful 
businessmen  is  that  the  same  drive  and 
energy  that  creates  a  great  company 
blinds  them  to  their  own  mortality.  That 
is  why,  throughout  history,  organizations 
with  a  capacity  to  survive  have  institu- 
tionalized succession:  Kings  and  the 
heads  of  family  fortunes  submit  to  primo- 
geniture; presidents  and  politicians  an- 
swer to  the  electorate.  Even  Popes  influ- 
ence the  Church's  selection  process  only 
after  death. 

Thus  many  experts  agree  that  corporate 
power  transition  works  best  when  the 
departing  chief  executive  is  least  in- 
volved. "Syndicate  the  selection  decision 
to  a  committee  of  directors,  says  J. 
McLain  Stewart,  a  McKinsey  &  Co.  part- 


Best-Bet  Successor  (Age) 

Odds 

Consensus 

Company 

Robert  Mulcahy  (46)  President 

6-1 

Ahead  of  Vice  Chmn.  Alexander  Trowbridge; 
take-charge  operating  man  needed. 

Allied  Chemical 

John  Culligan  (61)  President 

4-5 

Quiet  alter  ego  of  departing  chief  in  a 
company  where  a  low  profile  helps. 

American  Home  Prod. 

William  Ellinghaus  (56)  Vice  Chairman 

3-2 

Should  top  two  competing  VPs; 

his  outgoing  style  resembles  deButts'. 

American  Tel  &  Tel 

James  Dutt  (53)  President 

3-1 

Dairy  experience  puts  him  in  front  of 
aggressive  Deputy  Chmn.  Richard  Voell. 

Beatrice  Foods 

1  Donald  Trautlein  (52)  Senior  Vice  President 

8-1 

This  financial  whiz  could  make  it,  but 
a  star-quality  outsider  may  surprise. 

Bethlehem  Steel 

No  clear  favorite 

1 

off  the 
books 

New  blood  would  help  this  line,  but 
unlikely  at  such  an  inbred  stable. 

Burroughs 

Willard  Butcher  (52)  President 

4-5 

Tough  manager  who  looks  ready — if 
directors  don't  tap  an  outside  star. 

Chase  Manhattan 

Donald  Keough  (52)  Executive  VP 

4-1 

Ability  to  fight  tough  with  new  rival 
Philip  Morris  puts  him  in  front. 

Coca-Cola 

Roger  Smith  (53)  Executive  VP 

2-1 

Younger  than  usual  in  this  field; 

his  numbers  background  counts  lots. 

General  Motors 

Anthony  O'Reilly  (42)  President 

1-5 

In  training  for  this  run  since  1973; 
sure  thing  with  normal  racing  luck. 

H.J.  Heinz 

Edwin  Gee  (58)  President 

2-5 

Out  of  Du  Pont  and  into  IP  this  January; 
any  stumble  will  be  a  real  surprise. 

International  Paper 

John  McGillicuddy  (47)  President 

3-5 

Princeton,  Harvard  and  in  the  wings 
since  1971;  extra-big  shoes  to  fill. 

Manufacturers  Hanover 

Lewis  Lehr  (57)  President— U.S. 

7-5 

Should  nose  out  younger,  English-born 
International  President  James  Thwaits. 

Minnesota  Mining 

Stanton  Williams  (58)  Vice  Chairman 

6-5 

Close  call;  dead  heat  likely,  job-sharing 
with  Chief  Operating  Officer  J.E.  Burrell. 

PPG 

 .  .  

Alfred  De  Crane  (57)  Vice  President 

5-1 

Smart  bet  in  a  weak  field;  Gus  Long 
won't  saddle  up  for  a  third  run. 

Texaco 

David  Roderick  (54)  President 

8-5 

Can  do — if  he  beats  Bethlehem-  and 
Kaiser-trained  EVP  William  Roesch. 

U.S.  Steel 

A7 


ner.  'That  way  the  board  will 
become  an  ally  if  the  successor 
gets  in  rough  water.  "  Adds  Carl 
VV.  Menk  of  Boyden  Associates, 
an  executive  recruiting  firm:  "The 
departing  chairman  doesn't  even 
have  to  be  on  the  committee — 
he  s  too  likely  to  push  for  someone 
just  like  himself  " 

No  one,  however,  doubts  that 
Royal  Little  gave  his  personal 
nod  to  Rupert  Thompson  and 
Bill  Miller.  But  isn't  there  a  con- 
fusion here?  On  the  one  hand, 
the  experts  urge  an  institutional- 
ized succession  process,  and  yet 
some  men  do  hand-pick  first-rate 
successors. 

This  is  not  necessarily  a  contra- 
diction. A  boss  need  not  take 
himself  entirely  out  of  the  selec- 
tion process.  He  can  institutionalize  it  and 
still  participate.  In  a  loose  way,  that  was 
what  Royal  Little  did.  He  set  the  retire- 
ment fi-amework:  He  would  retire  by  age 
65  and  soon  thereafter  get  the  devil  out. 
Since  Little  was  in  dead  earnest,  there  was 
no  way  to  play  temporizing  games  about 
who  would  or  wouldn't  succeed  him. 


Hear  ye,  hear  ye.  Outfits  that  depersonalize  their 
succession  process  often  choose  the  best  men. 


Little  had  burned  his  bridges. 

So,  in  a  more  formal  way,  did  Pruden- 
tial Insurance  Chairman  Donald  Mac- 
Naughton,  who  ran  the  $50-billion  busi- 
ness for  eight  years  until  he  retired  last 
month  at  61.  VlacNaughton  started 
thinking  about  succession  from  the  day 
he  took  over.  Annually  he  presided  over 


a  day-long  directors'  meeting  at 
which  the  records  and  prospects 
of  30  top  executives  were  dis- 
cussed. By  the  end  of  the  day 
Prudentials  directors  knew  a 
great  deal  about  each  of  the  ex- 
ecutives. When  VlacNaughton 
resigned  he  took  to  the  board  the 
names  of  five  potential  succes- 
sors. After  another  lengthy  ses- 
sion examining  the  merits  of  the 
candidates,  .VlacNaughton  made 
his  recommendation.  He  gave 
the  board  a  month  to  think  it 
over.  Not  surprisingly,  .Mac- 
Naughton's  man  got  the  job,  but 
the  choice  was  neither  spur-of- 
the-moment  nor  frivolous  nor 
merely  window  dressing. 

'What  I  did,  "  VlacNaughton 
explains,  "was  look  to  the  organi- 
zation's needs  ovrt-  the  next  eight  years 
and  figure  out  what  strengths  would  be 
most  useful.  In  Prudential  s  case,  chal- 
lenges should  come  from  increased  gov- 
ernment regulation  and  expansion 
abroad.  VlacNaughton  opted  for  Robert 
Beck,  51,  a  man  with  a  marketing  back- 
ground,   broad   administrative  expert- 


Staying  Power 

Some  chief  executives  run  their  companies  as    known  plans  to  retire  and  give  up  the  CEO's  desk 
though  they  planned  to  stay  forever.  Below,  a    in  the  immediate  future,  plus  the  men  who  might 
dozen  tenacious  businessmen   who   have   no    take  over  when,  or  if,  they  do. 

Rank  in 
Forbes  500s 

Market                                  Years     In  The  Wings  (age) 
Company                     Sales    Value  CEO  (age)                     as  CEO  Title  Consensus 

Baxter  Travenol 

427 

102 

William  Graham  (67) 

25 

Vernon  Loux,  (43) 
President 

Loux  a  Graham  cohort  since  1965,  but 
EVP  B.A.  Brtdgewater  is  close,  too. 

Big  Three  Inds. 

X 

224 

Harry  Smith  (66) 

22 

William  Boren  (53) 
Vice  Chairman 

K  Boren  tires  of  waiting,  VP  Thomas 
Sands  is  a  strong  second  choice. 

Continental  Tel. 

469 

269 

Chas.  Wohlstetter  (68) 

6 

James  Napier  (41) 
President 

Napier  seems  to  be  on  the  inside 
track,  Wohlstetter  is  still  looking. 

Control  Data 

151 

345 

William  Norris  (67) 

20 

No  clear  favorite 

Several  men  are  in  the  running;  Bill 
Norris  aims  to  keep  them  running. 

Crown  Cork  &  Seal 

359 

414 

John  Connelly  (73) 

21 

John  Luviano  (56) 
President 

Connelly  controls  15%  of  Crown's 
stock;  so,  when  he  says,  he'll  go. 

Dart  Industries 

234 

175 

Justin  Dart  (71) 

35 

Tom  Mulaney  (48) 
President 

By  tKle,  Mulaney  is  heir  apparent; 
but  inheritance  will  have  to  wait. 

Kerr-McGee 

160 

107 

Dean  McGee  (74) 

24 

Jere  McKenny  (49) 
Vice  Chairman 

Likes  attract,  and  McKenny's  an 
oil  exporations  man — like  McGee. 

Northwest  Airlines 

361 

322 

Donald  Nyrop  (66) 

23 

M.J.  Lapensky  (59) 
President 

A  mini-Nyrop  here — fascinated  both 
with  figures  and  with  fighting  unions. 

Occidental  Petroleum 

37 

80 

Armand  Hammer  (80) 

20 

Joseph  Baird  (44) 
President 

Despite  Hammer's  history  of  devouring 
successors,  Baird  may  stick  it  out. 

Polaroid 

356 

176 

Edwin  Land  (69) 

40 

Wm.  McCune  (63) 
Preskient 

Land  handles  R&D;  McCune  is  already 
calling  most  of  Polaroid's  shots. 

Sunbeam 

360 

X 

Robert  Gwinn  (71) 

22 

Charles  Leffel  (50) 
Vice  Chairman 

Even  when  Gwinn  does  retire,  the 
sun  isnt  sure  to  beam  on  Leffel. 

White  Motor 

309 

X 

Simon  Knudson  Jr.  (66) 

7 

Jerome  Bennett  (55)  Bennett,  out  of  Xerox  after  19 
President                 years  at  Ford,  is  perfectly  groomed. 

Note:  X  means  company  Is  not  included  in  the  500s  in  this  measure. 

— -  —  ■   -  MfMPH^f  ^      ■-       _ , 
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Delta  is  an  air  line  run  liy  professionals.  Like 
Reservations  Sales  Agent  Cathy  Cowart  (seated) 
and  Brenda  Brown,  Supervisor. 

Catl^  switched  to  reservations  a  year  ago, 
after  10  years  in  customer  relations.  Brenda  has 
been  there  9  years. 

Cathy  and  her  Deltamatic  computer  can  handle 
just  about  ai^  question  on  flights,  fares,  baggage,  meals, 
routes,  pets  and  jets.  But  if  she  gets  stumped,  Brenda  jumps  in. 

Brenda  figures  your  Delta  trip  begins  when  you  phone.  And  Cathy 
wants  to  get  you  off  to  a  ftying  start 

Kbu  see,\^iien  it  comes  to  people,  Cathy  and  Brenda  couldn't  care  more. 
And  that  goes  for  all  31,000  Delta 
professionals. 

Delta  is  ready  when  you  are. 


This  is  Delta's  Wide- Rid?  L-lOll  TYiStar, 
a  $25  million  superjet.  The  "living  room"  cabins  are 
8  feet  high,  almost  19  feet  wide. 


ence — and  four  years  as  MacNaughton  s 
second-in-command. 

No  one  magic  succession  formula 
works  everywhere,  but  long,  thoughtful 
planning  is  essential. 

Boeing's  former  chairman,  Williain  Al- 
len, orchestrated  his  successful  changing 
of  the  guard  in  (juite  a  different  way. 
Allen,  a  lawyer,  took  over  Boeing  in  1945 
after  his  predecessor  died  of  a  sudden 
heart  attack.  As  a  director  called  in  to 
head  the  corporate  search  committee,  he 
didn't  want  the  top  job.  So,  he  arranged 
his  own  exit  with  considerable  (  are. 

Over  a  si,x-year  pt>riod,  culminating 
with  his  retirement  in  1972,  Allen  slowly 
handed  authority  to  Boeings  present 
chief,  T.A.  Wilson.  "I  took  my  time 
about  it,  "  he  .says,  "but  our  method 
might  not  work  everywhere."  Allen,  who 
comes  to  the  office  regularly  at  78,  thinks 
Boeing  needs  such  gradualism:  In  the 
aerospace  industry,  a  chief  executive 
makes  relatively  few  decisions,  but  they 
are  extremely  significant. 

The  Allen-Boeing  succession  mecha- 
nism isn  t  without  pitfalls.  With  a  chief 


executive  several  years  from  retirement 
and  his  heir  apparent  considerably  youn- 
ger, senior  executives  have  little  oppor- 
tunity- to  advance.  "These  guys  become 
grist  for  our  mill,  says  .Vliix  Ulrich,  who 
runs  the  recruiting  firm.  Ward,  Howell 
&  Assoc.  "If  succession  seems  fixed,  they 
may  have  adjusted  their  thinking  .so  they 
aren't  obvioilsly  unhappy.  But  when 
someone  calls  with  an  offer,  they'll  al- 
ways talk. 

The  opposite  extreme  is  to  stage  an  in- 
house  horse  race  for  the  top  job.  For 
years.  Big  Three  Industries  Chairman 
Harr\-  Smith  has  billed  his  chief  operat- 
ing officer,  William  Boren,  54,  and  his 
chief  financial  officer,  Thomas  Sands,  47, 
as  candidates  to  succeed  him.  "They  look 
tired  every  evening  when  they  go  home. 
Then  they  eye  me  kind  of  wondering  if 
I'll  make  it  in  the  morning,  "  says  66- 
year-oki  Smith.  "It  makers  me  feel  good. 
They  re  working  hard. 

Maybe  so,  but  such  a  setup  can  be  a 
mere  device  to  keep  potential  successors 
at  sword  s  point  and  the  boss  secure.  It 
can  also  turn  into  a  demonstration  of 


sadism  by  a  chief  executive  who  enjoys 
power  in  all  its  forms. 

Must  the  new  boss  always  come  from 
within?  No  rule  is  inflexible  in  these 
things.  There  are  times  when  a  company 
needs  new  blood,  new  ideas.  Before 
Monsanto  C-'o.'s  Charles  Sommer  re- 
tired, he  felt  that  his  company  was  weak 
in  marketing.  So  he  reached  into  Procter 
&  Gamble  for  John  Hanley.  Hanley  has 
been  CEO  at  Monsanto  since  1972.  A 
soap  man  running  a  chemical  company? 
The  results  vindicate  the  choice. 

What  it  boils  down  to  is  this:  Succes- 
sion should  be  a  process,  not  a  happen- 
ing. Because  the  selection  process  at 
Ford  Motor  Co.  is  autocratically — and 
sometimes  whimsically — decided  by  a 
single  man,  Henry  Ford  II.  the  company 
currently  is  in  chaos  after  the  fall  from 
grace  of  Lee  lacocca.  Both  General  Elec- 
tric and  General  .Motors,  on  the  other 
hand,  recently  announced  major  reshuf- 
fling of  top  executives  (Forbes,  Sept. 
18) — a  stage  in  their  long-run  testing  and 
selection  process.  There  was  scarcely  a 
flutter  in  either  place.  ■ 


Why  The  Second  Rung  Of  The  Ladder  Is  Dangerous 


Forbes  asked  Abraham  Zaleznik,  who  teaches  the  social 
psychology  of  management  at  the  Harvard  Business 
School,  a  practicing  psychoanalyst  who  also  has  a  Ph.  D.  in 
business,  to  describe  for  us  the  advantages  and  disadvan- 
tages of  being  heir  apparent  in  a  modern  American  corpo- 
ration. Zaleznik: 

There  is  a  lesson  to  be  learned  from  Rome.  When  the 
College  of  Cardinals  elected  a  Pope 
they  chose  the  patriarch  of  Venice 
instead  of  a  member  of  the  Curia  in 
the  Vatican.  This  move  points  to  the 
dilemma  of  the  heir  apparent  who 
stakes  out  his  position  from  close 
proximity  to  the  chief  executive. 
This  position  provides  a  tightrope 
instead  of  a  platform  to  succession. 

You  don  t  learn  command  by  be- 
ing a  deputy.  What  you  do  learn  is 
to  negotiate  the  hazards  of  prepar- 
ing for  the  position  of  number  (me 
from  the  position  of  number  two. 

So,  if  the  opportunity  should  arise 
for  you  to  become  an  heir  apparent, 
a  deputy  to  a  chief  executive  with 
the  expectation  that  you  will  suc- 
ceed him,  decline  with  thanks.  It  is 
far  better  preparation  to  run  a  divi- 
sion or  a  group  than  to  live  in  the 
ambiguity  of  a  boss-in-waiting. 

What  is  the  job  of  an  heir  appar- 
ent? If  he  is  called  president  and 
chief  operating  officer  while  the 

boss  is  chairman  and  chief  executive  officer,  what  immedi- 
ately comes  to  mind  is  a  division  of  labor,  a  Mr.  Inside  and 
a  Mr.  Outside.  If  this  division  takes  hold,  the  heir  appar- 
ent is  really  functioning  as  an  extension  of  the  chief 
executive.  This  function  may  be  important,  in  fact  crucial, 
to  balancing  the  retjuirements  of  power  in  an  organization. 
However,  it  should  not  be  used  as  a  separate  power  base. 


He  kept  his  head  by  staying  humble. 


The  second-in-command  who  uses  his  position  indepen- 
dently of  the  chief  is  begging  for  trouble.  He  creates 
confusion  in  the  minds  of  subordinates  and  above  all 
confusion  in  the  mind  of  the  chief  Everyone  infers  that 
the  heir  can  hardly  wait  to  take  over. 

Learning  to  wait  is  important  preparation  for  the  num- 
ber one  job.  To  wait  is  to  learn  to  control  one  s  aggression, 
to  temper  desire  with  realibv'.  It  is 
easier  to  wait  while  carrying  out  a 
coherent  job,  like  the  general  man- 
ager of  a  division,  than  a  fuzzy  job 
like  second-in-command. 

If  the  heir  apparent  s  main  prob- 
lem is  survival,  he  should  take  a  leaf 
from  the  book  of  Talle>Tand.  the 
greatest  survivor  of  all  time.  Talley  - 
rand served  many  French  rulers  in 
the  late  18th  and  early  I9th  centu- 
ries. At  least  one  of  these  rulers 
died  at  the  guillotine  and  several 
others  were  deposed  somewhat 
more  gracefully.  Yet  Talleyrand  sur- 
vived to  wield  power  as  minister  to 
the  new  king.  When  Louis  Phi- 
lippe, possibly  doubting  Talleyr- 
and's capacity  for  loyalty',  comment- 
ed that  Talle\Tand  had  sworn  alle- 
giance to  other  rulers,  Talleyrand 
replied,  "Sire,  you  are  the  thir- 
teenth. "  Talleyrand's  maxim  for  sur- 
vival was  to  show  no  enthusiasm. 
While  this  principle  may  assure  that 
you  can  keep  your  head,  you  won't  have  much  flin.  Or,  if 
you  find  that  the  life  of  restraint  is,  after  all,  pleasurable, 
then  perhaps  you  really  are  cut  out  for  the  job  of  adviser  or 
deputy  rather  than  king.  In  that  case,  you  will  keep  \'our 
head,  serve  many  kings,  and  only  occasionally  entertain 
the  fantasy  that  the  world  would  have  been  a  much  better 
place  if  yott  had  been  king. 


Rand  McNally: 
Not  For  Sale  

The  very  name  makes  corporate  dealmakers 
drool.  Forget  it,  fellows.  The  fifth 
generation  is  in  firm  control. 


Raxd  McNally  &  Co.  wants  to  know 
how  you  spent  your  summer  vacation. 
Did  you  study  one  of  its  famous  maps, 
charting  out  the  best  route  for  your  trav- 
els? Or  look  for  a  good  hotel  or  restau- 
rant in  one  of  the  travel  guides  the  Chi- 
cago-based firm  markets  for  itself  and 
major  oil  companies?  If  you  were  one  of 
the  record  70  million  to  travel  by  air  this 
summer,  \our  ticket  was  printed  by 
Rand  Mc.Xally;  if  you  traveled  by  road, 
thank  Rand  McNally  men  for  pioneering 
the  U.S.'  numbered  highway  system. 

In  the  current  merger-acquisition  fe- 
ver, privately  held  Rand  McNally  re- 
mains one  of  the  juiciest  unpicked  plums. 
It's  not  a  huge  company;  1977  revenues 
were  only  S130  million.  But  what  a  great 
old  name.  "We've  been  approached  b\' 
everybod\-  you  can  think  of,  "  says  An- 
drew (Sandy)  McNally  IV,  "but  I  agree 
with  Hal  Miller  of  Houghton  Mifflin"— 


who  recently  fought  off  a  bid  by  Western 
Pacific  Industries — "that  a  company 
which  sells  creativity  depends  on  flexibil- 
ity. A  conglomerate  can  t  meet  those 
needs."  Adds  a  former  employee:  "Th-^y 
never  wanted  to  be  conglomeratized  after 
they  saw  what  happened  to  D.C.  Heath 
and  Holt  Rinehart  &  Winston." 

What  makes  Rand  McNally  a  tempting 
target  is  not  so  much  its  money-making 
abilities  as  its  name  and  reputation. 
Growth  has  been  "stead\'  but  not  dra- 
matic, sa\s  President  McNally,  38,  who 
inherited  the  responsibility  for  da\-to- 
day  operations  from  his  father.  Chairman 
of  the  Board  Andrew  McNally  III,  four 
years  ago.  Profits,  too,  "are  average,  "  he 
adds,  probably  about  $15  million  pre- 
tax— about  5  cents  on  the  sales  dollar 
after  taxes. 

The  Rand  McNally  name  conjures  up 
an  ivory-tower,  academic  image  and  is 


Aiulit'ii  McSullii  HI 


Aridrcic  McNally  IV 


Passing  on  a  legacy. 


Where  the  name  is  the  game. 


I  re  there  any  hotels 
left  in  the  world  that 
still  practice  the  fine  art 
of  attention  to  detail? 
Precious  few. 


_  Four 
Seasons 

Hotel 

MONTREAL 

Sherbrooke  at  Peel 


Call  your  Travel  Agent 
or  in  New  York  State 
Toll -Free  800  •462- 1150 
Elsewhere  in  Continental 
U.S.  800-828-1188 

We  Welcome 
American  Express  Cards.. 


.K.r. 


#T5  m 


The  beauty  of  a  masterpiece  is  that 
it  cannot  he  compared 
to  anythii^  else  in  the  world. 


ROLLS 


Frederick  Henry  Royce  was  not  tlie 
[w  first  man  to  build  a  motor  car 
ray  Only  after  he  had  become 
miimpressed  by  the  finest  motor  cars  of 
die  world  at  the  turn  of  the  centmy  did  he 
determine  to  build  a  better  one  hhnself 
And  once  he  set  out  to  do  so,  he  took  all 
die  pains  that  only  perfection  can  demand. 

Within  a  few  years,  die  first  Rolls-Royce 
motor  cars  were  on  die  road.  And  today, 
three-quarters  of  a  century  later,  more 
than  half  the  motor  cars  in  Rolls-Royce 
history  are  still  aaiismg  along  in  dieir 
own  quiet  ways,  many  of  them  appreciatmg 
in  value  with  the  years. 

The  reasons  are  as  real  as  the  human 
hand.  For  in  a  century  diat  has  long  smce 
grown  accustomed  to  the  manufacture 
of  cars  by  the  niilhons  every  year,  the 
perfectionists  of  Rolls-Royce  contmue  to 
build  motor  cars  as  Frederick  Henry 
Rfwce  built  them:  one  RoUs™  at  a  tune, 
and  always  by  hand. 

Tlie  result  is  a  timeless  pleasure  to 
drive,  a  priceless  asset  to  own  and  a  \ital 
key  to  the  R:)Us-Royce  art. 

Consider  a  Silver  Shadow  11  of 1978, 
for  example.  WMe  it  resembles  an 
original  Silver  Shadow  of 1965  in  many 
ways,  it  differs  in  more  than  2000 
refinements,  each  of  wliich  has  been 


developed  during  the  past  13  years. 

One  of  them  is  a  imique  automatic 
air-conditionuig  system  that  maintciins 
any  temperature  you  desire  at  two  levels 
of  die  Ulterior  Another  is  a  sopliisticated 
rack-and-pinion  steering  system  diat 
makes  dri\ing  a  tiling  of  remarkable 
ease  and  precision.  And,  just  as  surely 
as  Silver  Shadow  11  teclinology  evokes 
die  future,  its  craftsmanship  is  an  echo 
of  the  past. 

Tlie  selected  hide  leathers  arc  still 
tailored  l)y  human  hands  and  the 
Lombardian  walnut  \'eneers  are  still 
matched  l)y  limnan  eyes.  Evenlliing,  in 
fact,  about  a  Silver  Shadow  EI,  fi-om  the 
steel  monocoque  shell  t(  >  the  distinctive, 
hand-scidpted  radiator  giiUe,  is  a 
matter  for  personal  artistry  that  laiows 
no  deadlines. 

It  takes  at  least  tliree  mondis  to  build 
a  Silver  Shadow  11  in  this  luicompromising 
way.  i\nd  the  reward,  a  masteq)iece  that 
is  built  to  last  and  last,  is  yours  alone. 

A  collection  of  Rolls-Royce  masteqneces 
is  waiting  at  your  nearest  Authorized 
Rolls-Royce  Dealersliip.  For  fuiiJier 
uifonnation.  simi^ly  call  800-325-6(XX) 
and  use  tliis  ID  number:  1000. 

The  names  "Rolls  Royce  "and  "Silver  Shadow  "and  the  mascot,  badge  and  radiator 
grille  are  all  registered  Rolls  Royce  trademarks  ©  Rolls-Royce  Motors  Inc  1978 


SMionomous  with  high-quality  printing 
and  publishing.  In  1969  Rand  McNally 
brought  out  The  International  Atlas,  an 
effort  which  took  five  years  and  $3  mil- 
lion. That  was  a  big  creative  project 
undertaken  at  the  expense  of  profits,  " 
says  McNally,  "but  as  a  privately  held 
company  our  primary  objective  isn't  in- 
creasing profits  every  quarter. 

Printing,  which  accounts  tor  half  of 
revenues,  is  the  moneymaker  that  fuels 
the  company's  creative  efforts.  The  com- 
pany specializes  in  high-fjuality  printing 
for  encyclopedias  and  bibles,  and,  by 
developing  thumb-inde.xing,  it  has  be- 
come the  nation's  biggest  dictionary 
printer.  "All  the  dictionary  publishers 
used  to  want  their  dictionaries  printed  in 
different  sizes,  "  says  John  Hughes  of  En- 
ctjclopavdia  Britannica  s  G.  &  C.  Mer- 
riam  Co.  "Rand  McNally  was  smart 
enough  to  convince  them  that  by  print- 
ing all  dictionaries  in  one  or  two  sizes,  all 
the  publishers  would  share  the  econo- 
mies of  scale.  And  then  Rand  McNally 
cornered  the  market. 

But  the  reference  book  business  isn  t 
exactly  booming.  Rand  McNally  custom- 
er Grolier  Inc.,  publisher  oi  Encyclope- 
dia Americana,  teetered  near  bankrupt- 
cy last  year,  and  industry  sales  are  just 
now  returning  to  the  S300  million  level 
of  the  early  1970s  after  falling  down  to 
•S260  million  in  1975.  Fortunately,  how- 
ever, the  company  is  also  a  large  factor  in 
printing  for  book  clubs  and  other  direct- 
marketed  publications,  one  of  the  fast- 
est-growing segments  in  the  publishing 
business.  Through  a  series  of  ac(juisi- 
tions  in  the  early  1970s,  it  developed  a 
niche  in  the  strong  textbook  market, 
publishing  for  the  science  and  math  cur- 
riculum. "We'll  never  be  a  sales  leader 
in  these  areas,  "  McNally  says,  "because 
our  strategy  has  never  been  to  print 
every  book  that  comes  down  the  pike. 

That  kind  of  self-confidence  comes 
from  a  rich,  122-year  history  intricately 
tied  to  Americas  development.  William 
Rand  and  Andrew  McNalK  ran  the  Chi- 
cago Tribune  s  print  shop  before  buying 
out  the  operation  in  1868  and  hitching 
their  star  to  the  railroads  rumbling 
through  Chicago.  The  company  printed 
passenger  tickets  (it  recently  won  a  $10 
million  contract  from  the  Air  Transport 
Association  to  print  2.50  million  airline 
tickets),  timetables  and,  in  1872,  its  first 
map  for  the  Railiv<iij  Guide.  Rand  sold 
out  to  McNally  in  1899  but  the  company 
continued  to  dominate  in  cartography  as 
inapinaking  took  ofl  with  the  automobile. 
Rand  McNally  men  drove  the  highwa\  s, 
mapping  the  roads  and  helping  to  estab- 
lish our  highway  network. 

Fifth-generation  McNallys  now  run 
the  company  and  the  family  controls  the 
majority  of  the  stock.  The  rest  is  held  by 
board  members  and  employees.  What 
are  the  chances  of  a  public  offering':' 
"Back  in  the  1960s  it  would  have  been 


more  possible,'  says  Sandy  McNally, 
"  but  in  today's  marketplace  a  company 
our  size  isn't  attractive.  "  That,  of  course, 
may  be  changing  with  the  nation's  stock 
exchanges  coming  back  to  life. 

While  Rand  McNally  will  never  domi- 
nate the  big  printing  and  publishing 
markets,  it  is  the  undisputed  king  in 
maps,  travel  guides  and  atlases,  which 
are  20%  of  sales.  That  market  is  growing 
strong,  as  vacationing  has  jumped  over 
62%  in  the  last  four  years.  Its  closest 


the  cloud:  "This  will  be  positive  for  us  in 
the  long  pull,  because  it  will  give  road 
maps  a  value,  instead  of  being  perceived 
as  something  free.  If  consumers  have  to 
pay  75  cents  for  a  road  map,  they  won't 
be  so  shocked  when  paying  $45  for  a 
world  atlas.  " 

Such  ups  and  downs  are  leading  Rand 
McNally  this  year  into  its  first  non- 
graphic arts  venture,  wholesale  market- 
ing of  travel  tours.  The  company  is  aim- 
ing for  the  high-income  market,  selling 


if 


Rand  McNaUt/s  world 

The  printing  presses  keep  it  spinning. 

competitor  is  New  Jersey-based  Ham- 
mond Inc.,  an  outfit  started  by  a  former 
Rand  McNally  employee  who  left  the 
company  in  a  hufi  in  the  late  1800s  after 
being  turned  down  on  his  request  for  a 
$5  raise.  "I  must  admit  they  make  the 
finest  road  atlas  in  America,  "  says  Ham- 
mond Vice  President  Hugh  Johnson. 
""We  make  one  that  fills  a  need,  but  I 
have  Rand  McNally  s  in  my  car.  " 

However,  even  here  the  road  has  pot- 
holes for  Rand  McNally.  In  the  post- 
Arab-oil-embargo  world,  oil  companies 
no  longer  feel  they  must  give  away  maps 
to  draw  drivers  into  service  stations.  And 
with  that  goes  a  major  Rand  McNally 
customer.  McNally  sees  a  silver  lining  in 


travel  agents  packages  which  include 
transportation,  accommodations  and 
tour  guides  for  travelers  interested  in 
seeing  the  rivers  of  Venezuela  and  pyra- 
mids of  Egypt  at  prices  running  to 
$2,350  for  two  weeks.  This  is  a  highly 
competitive  market  and  American  Ex- 
press is  well  established  in  it.  McNally 
thinks  there  is  room  for  him  at  the  high 
end  of  the  market.  "We  feel  we  have  the 
name  and  the  reputation,  "  he  says.  But 
it's  a  tough  business  and  McNally  will 
have  to  make  sure  that  filthy  hotel  bath- 
rooms or  bad  meals  or  missed  connec- 
tions don't  plague  his  customers  and  tar- 
nish his  company's  reputation.  Quite  dif- 
ferent from  running  a  printing  plant.  ■ 


^tna  bring 
tDtheinade 
most  hornet 
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Most  homeowners  policies  don't  pay  you 
enough  to  replace  the  personal  property 
they  insure. 

The  color  TV  in  our  picture  cost  $350 
when  new,  yet  most  policies  would  give  the 
owners  only  $150  for  it  today— about  enough 
for  a  new  black-and-white  set. 

lEtms  new  Homeowners  Contents 
Replacement  Cost  Coverage  would  give  them 
a  brand  new  color  TV— about  $450  — because 
it  replaces  old  contents  for  new  up  to  400% 
of  their  actual  cash  value. 


If  that  doesn  t  make  you  appreciate  our 
new  insurance  coverage,  do  what  your  prese 
policy  would  do.  Depreciate  all  the  content 
of  your  home  by  10%.  For  every  year  you'-" 
owned  them.  Gulp! 

(Obviously  some  contents  depreciate  fast 
than  others  but  10%  is  a  good  guide.) 

You  11  find  the  additional  amount  that 
/Etnas  new  coverage  pays  can  add  up  to 
thousands  more.  But  it  costs  only  a  little  mor 

And  Mnas  Homeowners  Contents 
Replacement  Cost  Coverage  applies  whethei 


our  attention 

cyof 
ranee. 


Joes! 


Most  homeowners  insurance 
would  give  you  the  TVs 
depreciated  value.  /Etna 
would  give  you  a  new  TV. 


you  lose  a  few  contents  through 
theft,  all  of  them  through  fire  or  for  any  other 
risk  your  personal  property  is  insured  for 

You'll  find  the  address  of  your  nearest  Agent 
in  the  Yellow  Pages  under /Etna  Life  &  Casualty 

Look  it  up  before  a  thief  looks  up  your 
address. 


Subject  to  deductibles. 
Not  available  in  all  states. 

The  /Etna  Casualty  and  Surety  Company, The  Standard  Fire  Insurance  Company 
^tna  Casualty  and  Surety  Company  of  Illinois. 


Here  Comes  Reinhard 
Mohn— At  130  MPH 

What's  the  world's  biggest  publishing  company?  Time  Inc.? 
McGraw-Hill?  None  of  these.  It's  a  German  outfit  you  probably 
never  heard  of  (but  soon  will)  called  Bertelsmann  Group. 


By  GEOFFREY  SMITH 

An  immaculate  white  Mercedes  roars 
down  the  aubobahn  outside  Dusseldorf 
at  over  130  miles  an  hour.  At  the  wheel 
is  a  lean,  pistol-packing  former  British 
army  MP  who  used  to  be  head  game 
warden  at  a  German  safari  park  and 
bears  a  claw  mark  across  his  face  to 
prove  it.  Beside  him  sits  Reinhard 
Mohn,  57,  an  energetic,  coolly  pragmat- 
ic man  who  has  accumulated  one  of  the 
largest  fortunes  in  Germany.  Both  men 
seem  oblivious  to  the  helicopters  cir- 
cling overhead  with  POLIZEI  painted  on 
their  bellies  and  to  the  green-and-white 
patrol  cars  parked  at  iiearK  ever\-  turn. 
Mohn  s  bod\ guard-chauffeur  drives  at 
these  death-defying  speeds  virtually  ev- 
ery day.  There  are  no  speed  limits  on 
German  autobahns.  The  police  aren't 
looking  for  speeders.  They're  looking  for 
terrorists. 

Reinhard  Mohn  was  in  a  POW  camp 
33  \  ears  ago  in  Concordia.  Kan.,  study- 
ing engineering  from  visiting  instructors 
(he  had  been  captured  in  Timisia  in  1943 
while  serving  with  Erwin  Rommel  s 
Afrika  Korps).  When  he  got  home  he 
found  his  family's  small,  religious  book 
business  destroyed  and  his  two  brothers 
missing.  His  father  persuaded  Mohn  to 
abandon  his  hopes  of  an  engineering  ca- 
reer and  try  to  rebuild  the  business. 

Today  that  nearly  extinct  little  busi- 
ness is  the  Bertelsmann  Aktiengesell- 
schaft,  a  Sl.T-hillion  (projected  fiscal 
1978  sales)  publishing  empire— books, 
records,  magazines  (including  S'fer/i,  the 
1.6-million  circulation  photo  newswcck- 
1\';  Brigiffc.  Europe  s  largest  women  s 
magazine;  and  Kapital.  a  monthK  busi- 
ness magazine)  and  book  clubs.  Its  1977 
publishing  revenues,  81.4  billion,  ex- 
ceeded those  of  Time  Inc.,  McGraw-Hill 
and  the  Times  Mirror  Co.  And  the 
Mohns  own  88.5'7f ,  ranking  them  among 
the  world's  true  billionaires. 

In  war-ravaged  Germany,  Mohn  de- 
veloped his  entrepreneurial  skills  the 
hard  way.  "Not  far  from  here  there  is  a 
producer  of  German  schnapps — Stein- 
haeger,"  he  recalls.  "They  had  bottles 
but  no  labels.  We  said.  'We'll  print  the 
labels  for  you  but  we  don't  want  money. 
Give  us  whiskey.'  Then  we  went  to  the 
brickmaker  and  said,  'Maybe  you  like 
this  kind  of  w  hiskey?  You  give  us  bricks 


for  it?  To  get  paper,  Mohn  went  to  the 
imbombed  universitv'  town  of  Gdttingen, 
and  offered  to  exchange  new  books  for 
twice  their  weight  in  old  books.  The 
response  was  so  overwhelming  that  he 
got  his  paper  and  another  business  as 
well — anticjuarian  books. 


Reinhard  Mtiliii  Of  Hcrtclsiuann 


Toward  the  U.S. — cautiously. 

Bertelsmann  appears  to  be  far  less 
profitable  than  its  U.S.  competitors,  but 
like  the  heads  of  most  privately  held 
companies  Mohn  plows  back  profits  to 
minimize  taxes.  ("Nobody  asks  me  for 
dividends  ").  The  result  is  a  sprightly 
15%  to  20%  growth  rate  and  a  conserva- 
tive l-to-3  debt-to-eciuity  ratio.  Mohn 
also  splits  gross  domestic  profits  with 
German  workers  fift\-fift\',  therebx" 
sharply  reducing  net  income  but  not  ma- 
terially reducing  cash  flow  since  most 
of  the  workers  funds  are  reinvested  in 
Bertelsmann — all    of   which    helps  in 


keeping  Bertelsmann  largely  nonunion. 

Bertelsmann  is  by  far  the  most  iiuilti- 
national  company  in  the  world  publish- 
ing industry.  Nearly  one-third  of  the 
SI. 7  billion  sales  is  generated  outside 
Germany,  throughout  Europe  and  South 
America — and  increasingly  in  North 
America.  The  Calvinist  distaste  for  dis- 
plays of  wealth  and  power  still  runs 
strong  among  the  people  of  Giitersloh, 
the  small  Westphalian  town  where  Ber- 
telsmann is  headquartered. 

Bertelsmann  has  had  to  deal  with 
wildly  varying  distribution  and  cultural 
differences.  Language  barriers  retiuire 
that  Bertelsmann  hire  editorial  staff  lo- 
cally, which  complicates  control.  ".\  lot 
of  countries  don't  allow  publishing  b\ 
foreigners  at  all.  "  Mohn  adds.  "  The 
French  government  just  prevented  us 
from  buying  Modes  et  Travaiix,  for  ex- 
ample. "  Germany,  Holland  and  France 
have  numerous  bookstores.  Britain  has 
far  few  er.  Spain,  Ital\ ,  most  parts  of  the 
U.S.  and  South  America  have  very  few. 
"In  many  of  these  countries  publishers 
use  agents  with  catalogs  to  sell  their 
books — but  always  in  a  series,  "  Mohn 
explains.  "They  will  not  publish  single 
books  because  the\'  cannot  sell  them.  In 
Brazil  there  are  no  paperbacks,  because 
the\  don't  have  the  distribution  system." 

Mohn  approaches  such  barriers  as  op- 
portunities, not  just  in  book  clubs  (38.7% 
of  sales),  but  also  in  book  publishing 
(8%).  printing  and  record  manufacture 
(11.8%),  music,  film  and  television  pro- 
grams (8.9%),  and  the  75%-owned 
Gruner  &  Jahr  A.G.  magazine  group 
(32.5%  of  sales). 

Book  clubs,  the  core  of  the  business, 
"offer  man\'  countries  a  new  distribution 
system  that  gets  a  selection  of  say.  500 
to  600  ti-tles  to  portions  of  the  population 
that  were  previously  inaccessible,  "  says 
Mohn.  "  Recently  I  was  in  Colombia,  in 
villages  of  2,000  and  3. .500  people,  all 
Indians.  These  are  poor  people,  really. 
Still,  in  those  small  villages  we  have  100 
to  200  book  club  members. 

Mohn  got  into  many  of  his  product  lines 
simply  because  others  tried  to  freeze  him 
out.  When  the  big  multinational  record 
companies  refused  to  license  his  record 
clubs  as  distributors,  he  decided  to  make 
his  own.  The  record  companies  have  since 
relented.  "  The  origin  of  our  encyclopedia 
department  w  as  the  refusal  of  other  pub- 
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Warning:  The  Surgeon  General  Has  Determined 
Thai  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Iknow 
smoke! 


"There's  only  one  reason  I  ever 
smoked.  Good  taste. 

"So  when  I  switched  to  low  tar, 
I  wasn't  about  to  give  that  up.  If  you 
^    don't  smoke  for  taste 
-  what  else  is  there? 

,  >  "But  there  was  all 

that  talk  about  tar. 
"Unfortunately,  most  low 
\    tar  cigarettes  tasted  like  nothing. 
Then  I  tried  Vantage. 

"Vantage  gives  me  the  taste 
A   I  enjoy.  And  the  low  tar  I've 
J.      been  looking  for." 


Vince  Dougherty 
Philadelphia,  Pa. 


Regular,  Menthol, 
and  Vantage  lOO's 


FILTER  IOC'S:  10  mg."tar", 
0.8  mg.  nicotine,  FILTER, 
MENTHOL  11  mg.  "tar",0.8  mg.  nicotine, 
av.per  cigarette,  FTC  Report  MAY  78. 
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.60- 
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Interway 
Corporation  is 

now  IWYon 
the  Big  Board 

The  common  stock  of  Interway  Corporation 
is  now  listed  on  the  New  York  Stock  Exchange. 
Symbol:  IWY 

Interway  Corporation  is  the  world's  largest  lessor  of  in- 
termodal  transportation  equipment  through  its  two  operat- 
ing subsidiaries,  Reaico  Services  Incorporated  and  Inte- 
grated Container  Service,  Inc. 

From  its  founding  in  1961,  Interway  has  grown  into  a 
sophisticated  transportation  service  organization  which 
earned  $19.5  million,  or  $4.58  per  share  primary  and  $3.95 
fully  diluted  in  1977  and  $12.3  million  or  $2.89  per  share 
primary  and  $2.47  fully  diluted  for  the  first  six  months  of  this 
year.  Interway  management  is  dedicated  to  the  continua- 
tion of  this  growth  record. 

%^  Interway  Corporation 

World  Headquarters:  522  Fifth  Ave. .New  York, 10036  (212)697-6700 


MAPCO: 
15*"  DIVIDEND 
INCREASE 
IN  13  YEARS 


MAPCO  announces  yet  another  dividend 
increase  for  the  third  quarter  of  1978. 
MAPCO  dividends  have  risen  steadily  from 
an  annualized  figure  of  lOe  back  in  1965  to 
the  present  $1 .30.  "This  latest  increase,  the 
.15th  since  1965,"  says  Robert  E.  Thomas, 
Chairman  of  the  Board,  "recognizes  a  re- 
turn to  normalcy  in  MAPCO's  coal  opera- 
tions, and  demonstrates  once  again  our 
confidence  in  the  continued  growth  in 
MAPCO's  operations,  earnings  and 
cash  flow.  ' 

Interested  in  MAPCO's  "continued 
growth  "?  Write  for  our  latest  report. 
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ii.slu'rs  in  Germany  to  give  usalicen.Sf.'he 
says.  "The  same  was  truf  when  we  started 
the  map  hraiuh  in  tlu-  Fifties.  ..." 

Not  that  .MoImi  hasn't  occasionally  got- 
ten his  nose  hloodied.  Take  the  movie 
business.  Says  he:  "VVe  bought  the  for- 
mer German  UFA — you  could  compare 
that  in  size  with  United  Artists.  But 
against  the  competition  of  the  big  movie 
and  television  companies  in  the  States 
and  in  Germany  |German  television  is 
state-owned],  it  is  nearK  impossible  to  go 
on.  We  sell  maybe  $4  million  worth  of 
programs  to  the  statc-rwii  television  com- 
panies a  year  and  this  cannot  be  enlarged. 
The  best  a  German  movie  producer  can 
do  is  go  to  a  big  American  distributor. 
'I  here  arc  no  German  distributors  any- 
more and  no  internationals." 

'I  here  were  other  reasons  uh\  another 


".  .  .  'You  see,  all  the  years 
after  the  war,  I  took  know- 
how  from  the  U.S.  I  said 
they  know  their  job' .  .  ." 


venture  didn  t  turn  out  so  well,  (."ailed 
Autoren Edition,  it  was  an  innovative, 
author-selected  book  series — which  hap- 
|)cned  to  be  in  the  final  stages  of  a  novel 
ol  decidedly  proterrorist  sympathies. 
.Mohii  sold  it  off,  but,  sa\s  he;  "I  would 
say  that  our  conception  that  authors 
should  decide  themselves  what  kind  of 
books  should  be  published  was  inherent- 
1\  \\  roTig.  That  way,  the  publishing  com- 
pan\  is  reduced  to  fulfilling  a  service.  I 
am  not  going  to  publish  something  I 
think  is  nonsense. 

Mohn  s  overseas  ac(|uisitions  go  on. 
because  of  increasing  resistance  from  the 
German  antitrust  commission.  In  the 
past  18  months  he  has  made  im])()rtant 
deals  in  Spain  and  in  Italy  and,  most 
important,  in  the  U.S.,  where  he  has 
made  his  first  actjuisition,  Bantam 
Books,  for  $36  million  in  cold  cash. 

Mohn  approaches  the  U.S.  market, 
however,  with  considerable  caution. 
'You  see,  all  the  xcars  after  the  war,  I 
took  know  how  from  the  U.S.,"  he  says, 
"in  publishing,  printing,  organization, 
management  and  so  on.  All  those  years  I 
said  there  is  no  reason  to  go  into  the 
U.S.,  the\'  know  their  job."  Now  he 
believes  that  the  best  European  compa- 
nies have  become  a  match  for  good 
American  companies. 

A  test  of  that  theor\  w  ill  be  Geo.  a  high- 
priced  up-market  version  of  \ational  Geo- 
graphic that  is  already  a  success  in  Ger- 
many and  France  and  will  be  launched  in 
the  U.S.  by  ex-Busiii<:<iS  Week  publisher 
Charles  C.  Randolph  in  spring.  Geo  and 
recently  accpiired  Parents  magazine  ma\ 
in  turn  serve  as  launc  h  vehicles  for  other 
new  Bertelsmann  magazines  now  thought 
to  !)(•  in  the  works.  ■ 


©Eastman  Kodak  Company,  1978 


"f/i  there!  Dii  your  copier  repairman! 
Been  imiti/io;  Io/jp?^' 


When  yourcopier's  "down,"  a  lot  of  knitting  may 
get  done.  But  probably  not  much  work.  So  we  design 
and  build  Kodak  copiers  for  high  "uptime,"  with  a  built-in 
microcomputer  to  help  keep  service  calls  short.  Then  we 
assign  a  team  of  service  people  to  you,  for  added  exper- 
tise and  fast  response. 

It  all  adds  up  to  maximum  uptime.  Not  to  speak 
of  copy  quality  that  people  ore  calling  the  best  in  the 
business.  May  we  demonstrate? 

Write:  A.  Angert,  Eastman  Kodak  Company, 
CD8497,  Rochester,  NewVork  14650. 


Kodak  copiers  keep  uptime  up. 


0' 
<• 


Kodak  Ektaprint  100AF  copier-duplicator 


Royal  Crown:  Trying 
Harder  Isn't  Enough 

Don  McMahon,  an  orphan  boy  from  Brooklyn,  is 
running  Royal  Crown,  the  orphan  of  the  soft- 
drink  industry.  His  conclusion  may  be  that  roast 
beef  tastes  better  than  cola. 


Only  four  months  ago  Philip  Morris 
paid  S520  million — 21  times  the  previous 
year's  earnings — in  cold  cash  to  bu>'  The 
Se\en-Up  Co.,  a  S2.50-million-a-year 
soft-drink  producer.  Based  on  recent 
market  prices  you  could  have  bought  a 
considerably  bigger  soft-drink  outfit, 
Royal  Crown  Cos.,  for  S150  million, 
about  seven  times  earnings. 

What's  wrong  with  Atlanta-based  Ro\  - 
al  Crown Just  that  it  is  number  three  in 
a  business  where  number  one  and  num- 
ber two  are  both  powerhouses.  "\\'hen 
you  are  a  distant  number  three,  you  have 
to  do  more  than  just  tr\-  harder,  "  sighs 
Donald  A.  McMahon,  Royal  Crown  s 
able  47-year-old  president. 

Royal  Crown  has  to  run  faster  just  to 
stand  still.  Sales  of  its  soft  drinks  and 
other  products  rose  147c  (to  S191  million) 
in  this  year's  first  half  but  profits  fell  bv 
41%  (to  S5.9  million).  While  Coca-Cola 
was  netting  9  cents  on  the  sales  dollar. 
Royal  CrowTi  netted  5  cents. 

Even  trving  harder  doesn't  always 
help.  Take  the  Chicago  market.  Royal 
CrouTi's  biggest,  where  it  has  a  12%-to- 
15%  market  share  in  colas.  Pepsi  and 
Coke  poured  in  promotional  dollars  last 
year,  enabling  the  local  bottlers  to  cut 
prices,  and  Royal  Crown  suffered.  This 
JuK  was  the  first  month  Royal  Crown 
made  a  profit  in  Chicago  in  nearly  a  year. 

Ro\  al  Crown  s  Diet-Rite  Cola,  which 
started  and  led  the  diet  derb\  in  the 
early  SLxties,  has  never  recovered  fi^om 
the  1969  cyclamate  scare.  After  that 
sweetener  was  banned,  Royal  Crown 
was  the  last  of  the  big  three  to  find  a  new 
formula.  When  the  saccharin  ban  was 
extended  last  xear.  Royal  Crown  was  too 
slow  in  resuming  advertising. 

Even  so.  Royal  Cro\^Ti  would  be  doing 
well  if  it  weren't  for  its  bottling  plants. 
"They  are  the  principal  reason  that  prof- 
its are  down,  "  says  McMahon,  genth 
rocking  his  desk  chair  back  and  forth. 
"W'e  have  13  company-owned  plants, 
but  the  bottlers  we  bought  have  not 
been  the  best  managed,  most  profitable 
ones'  Royal  CrowTi  bought  these 
bottlers  because  it  had  to.   Three  of 


them,  owned  by  Southdoun  Corp. ,  were 
together  losing  82  million  a  year.  For 
Ro>al  CroNMi  it  was  bu\'  them  or  lose 
them,  and  it  couldn't  afford  to  drop  out 
of  the  Dallas,  Houston  and  San  Antonio 
markets.  These  moneylosers  cost  Ro\al 
Crown  85  million. 

To  get  Ro>al  Crown  out  of  this  squeeze, 
Don  McMahon  was  hired  in  1975.  In  a 
way,  he  could  empathize  uith  the  com- 
pany s  situation:  A  BrookKn,  N.Y.  boy, 
McMahon  was  orphaned  at  16  and  came 
up  the  hard  wa\ .  Working  as  a  teller  in  a 
local  bank,  he  finished  high  school  at 
night.  "A  lot  of  Monroe  salesmen  used  that 
bank,"  McMahon  recalls,  "and  I  saw  that 
they  made  a  lot  more  than  I  did.  "  He  quit 
to  become  a  salesman  for  Monroe,  The 
Calculator  Co.,  went  to  college  at  night 
and  became  president  of  Monroe  at  34. 
Monroe  was  sold  to  Litton  Industries 
where  he  sta>  ed  for  a  few  years  before 
moving  to  Baker  Industries  and  turning 
around  that  supplier  of  securit\-  systems, 
which  was  later  sold  to  Borg-Wamer. 
When  Ro\  al  CrouTi  offered  him  8213.000 
in  salar\ .  McMahon  felt  he  had  both  the 
opportunit>'  and  challenge  he  had  long 
been  seeking. 

He  started  b\  buying  Arby's,  a  once 
bankrupt  fast-food  chain,  for  818  million. 
Arby  s.  which  hopes  to  do  for  roast  beef 
what  McDonald  s  did  for  hamburgers, 
has  turned  out  extremeh'  well.  After  de- 
ducting Arb\  s  85  million  in  cash  and 
securities,  its  net  cost  to  RC  was  813 
million;  last  year,  Arby  s  operating  in- 
come was  84.7  million,  a  36%  pretax 
return  on  Royal  Crown's  investment. 
There  are  736  Arb\  s  (a  play  on  the  ini- 
tials for  roast  beef),  of  which  Ro\al 
CrowTi  owTis  72;  the  rest  are  run  b> 
franchisees.  Once  debt-free.  Royal 
Crov\Ti  now  owes  850  million,  much  of  it 
used  to  open  additional  Arby's.  At  the 
same  time  McMahon  is  tr\ing  to  per- 
suade franchisees  to  invest  money  to  up- 
grade their  man\  old-fashioned,  10-seat 
drive-ins  into  8.5-seaters  a  la  McDon- 
alds. Those  additional  seats  seem  to 
draw  8200,000  a  \ear  sales  over  the 
8450,000  average  of  the  older  units. 


^^^^^^^^^ 


All  this  makes  some  analysts  wonder 
whether  McMahon  isn  t  planning  to  turn 
Ro\al  Crown  into  a  fast-food  outfit  and 
sell  the  soft-drink  headaches  to  a  com- 
pan>  having  the  capital  to  compete  uith 
the  likes  of  Coke,  Pepsi  and  Philip  Mor- 
ris. Beatrice  Foods  is  already  Ro>al 
Crown  s  largest  franchised  bottler  and 
rumors  have  connected  the  two  compa- 
nies. McMahon.  however,  denies  he  has 
any  intention  of  dumping  the  soft-drink 
business.  He  has  recently  installed  Fred 
Adamany,  a  onetime  Royal  Crown  bottler 
and  later  a  Beatrice  executive,  as  presi- 
dent of  Ro\  al  Crown  Cola,  the  soft-drink 
division.  "Fred's  already  made  some 
management  changes,  McMahon  says. 
"He's  pushing  all  the  right  buttons.  " 

So  here's  where  things  stand:  Beatrice 
Foods,  cash-rich  and  acquisition-hungry . 
has  made  a  deal  to  buy  Tropicana. 
Wouldn't  Beatrice  love  to  get  a  piece  of 
the  soft-drink  market  as  well?  And 
wouldn't  Don  McMahon  love  to  get  his 
hands  on  some  cash  so  that  he  could 
expand  Arb\  s?  ■ 


Hertz 


iimiuiUiimiiHr 

uMliiliilllitltHiiil 

;i-i!!.l'"'i!!i!<lii!l 


■iMiim 

I  mm 
111111% 


■im%% 

iitm 


i 


of  the  innovative  kind  of  thinking  that  has 
brought  Johns-Manville  to  the  forefront  of  the 
roofing  industry.  We  supply  the  widest  variety 
of  roofing  niaterials  for  all  kinds  of  roofs.  For 
every  type  of  service  condition. 

In  addition  to  supplying  roofing  products 
for  residential,  industrial,  commercial  and  insti- 
tutional applications,  J-M  is  a  worldwide  man- 
ufacturer of  fiber  glass  products,  non-fiber  glass 
insulations,  pipe  products  and  systems  and 
industrial  products.  We  also  mine  and  process 
asbestos  fiber  and  other  non-metallic  minerals. 

And  each  business  segment  is  backed  by  a 
company  with  120  years  of  experience. 


To  discover  more  about  a  $1.5  billion 
company  that  can  put  its  problem-solving  capa- 
bilities to  work  for  you,  write  Johns-Manville 
Corporation,  P.O.  Box  5705-],  Denver,  Colorado 
80217. 


Johns-Manville 

Ideas  to  build  on. 


On  October  19,  1899,  17-year-olcl 
Robert  Goddard  climbed  a  tree  in  his 
backyard  to  do  some  pruning.  Sud- 
denly his  fertile  mind  envisioned  a 
device  for  flying  into  space.  The  idea 
was  later  entered  in  his  diary  —  and 
never  left  his  imagination.  As  a  student 
and  later  a  doctor  of  physics,  Goddard 
did  exhaustive,  original  research  on 
rocket  propulsion  —  and  on  March  16, 
1926,  fired  the  world's  first  liquid-fuel 
rocket  to  a  height  of  41  feet.  Today, 
U.S.  is  using  over  200  of  Goddard' 
patents  —  most  of  them  basic  to 
rocket  engine  operation. 


But  for  you, 
Robert  Goddard, 
the  moon  might  still  be 

green  cheese. 


Look  where  the  science  of  space  is  today. 

With  Robert  Goddard's  help,  man  has  been 
able  to  free  himself  from  Earth's  gravitational 
apron  strings,  to  launch  himself  and  his  satellites 
into  space  —  and  into  a  new  era. 

For  companies  like  Rockwell,  who  helped 
make  the  great  leap  possible,  ours  is  an  era  rich  in 
challenge.  We're  working  in  many  areas  to  help 


bring  the  current  and  potential  benefits  of  space 
down  to  Earth. 

The  science  of  space  is  just  one  of  the 
sciences  of  Rockwell.  For  more  about  the  diverse 
company  that  supports  these  developments,  write 
for  our  Annual  Report.  Rockwell  International, 
Dept.  815R,600  Grant  Street,  Pittsburgh,  PA  15219. 


iudcii,  (jiiK  expensive  one-way  rockets  can  put  man-made  satel- 
ites  into  Earth  orbit,  but  next  year  a  Rockwell-built  Space  Shuttle 
arbiter  will  fly  its  first  of  over  100  missions  into  space.  It's  one  of  a 
leet  of  orbiters  under  construction  for  NASA  —  as  part  of  the 
/vorld's  first  reusable  space  transportation  system.  Shuttle  orbiter 
:rews  will  place,  service  and  retrieve  satellites  in  space;  operate 
scientific  and  industrial  laboratories  carried  into  and  out  of  space; 
and  develop  the  technology  for  new  space  systems  such  as  solar 
aower  satellites.  The  Shuttle  is  the  key  to  space  operations  . . .  and  a 
A'hole  new  era  of  benefits  for  mankind. 


Two  thirds  of  all  U.S.  manned 
space  flights  and  satellites  have 
been  launched  with  rocket  en- 
gines built  by  Rockwell.  We 
also  make  attitude  control  sys- 
tems. Shuttle  orbiter  main  en- 
gines, and  smaller  propulsion 
systems  for  deep  space. 


Rockwell  International 

...where  science  gets  down  to  business 


NAVSTAR  satellites  for  the  De- 
partment of  Defense  Global 
Positioning  System  (GPS)  are 
designed  and  built  by  Rockwell. 
When  fully  operational  in  1985, 
GPS  will  give  land,  sea,  air  or 
space  navigators  their  positions 
to  within  30  feet,  their  exact 
speeds  and  the  correct  time. 


Private  Governments 


Are  the  U.S.'  7,000  public  authorities  the  last 
refuge  of  the  old  public-be-damned  attitude? 


For  a  generation  now,  most  critics 
have  touted  public  authorities  as  effec- 
tive and  creative  aspects  of  government 
enterprise.  Set  up  as  corporations  and 
run  as  if  they  were  private  businesses, 
they  are  supposedly  isolated  from  overt 
political  influence.  But  that,  according  to 
political  scientist  Annmarie  Hauck 
Walsh,  a  professor  at  the 
City  University  of  New  York 
and  a  senior  staff  member  of 
New  York's  Institute  of  Pub- 
lic Administration,  is  pre- 
cisely what  is  wrong  with 
public  authorities:  Because 
of  their  relative  isolation 
both  from  the  give  and  take 
of  politics  and  from  the  com- 
petition private  business 
faces,  they  are  not  respon- 
sive to  the  public  interest. 

With  the  backing  of  the 
Twentieth  Century  Fund, 
Walsh  has  just  published 
The  Public  s  Business,  the 
results  of  a  five-year  study  of 
the  U.S."  estimated  7,000 
public  authorities.  They  are 
huge:  In  1976  they  went 
into  the  tax-exempt  bond 
market  for  $13  billion  in 
new  money,  up  from  $1.5 
billion  in  15  years.  In  1977 
the  figure  jumped  to  $19 
billion  and  this  year  will  go 
even  higher. 

A  brisk,  handsome  wom- 
an of  40,  daughter  of  an  ad- 
vertising executive  and  wife 
to  a  Manhattan  attorney, 
who  found  time  to  have  her 
second  son  between  chap- 
ters 8  and  9,  Walsh  contends  that  some- 
one ought  to  be  monitoring  these  power- 
ful bodies.  "The  political  forces  have 
been  reluctant  to  exercise  leadership, 
Walsh  says.  "But  there's  always  someone 
to  whom  the  authorities  have  been  ac- 
countable; the  banking  interests  or  the 
governor,  the  construction  unions  or  the 
real  estate  developers,  the  authority 
managers  themselves. 

The  Port  Authority  of  New  York  & 
New  Jersey,  created  in  1921,  sets  the 
pattern:  a  basically  self-supporting  pri- 
vate corporation,  run  by  a  strong  execu- 


tive director  with  the  backing  of  a  com- 
pliant board  of  directors,  most  of  them 
bankers  or  businessmen.  The  PA  fi- 
nanced the  bridges  and  tunnels  it  built 
out  of  tolls  and  fees  imposed  on  custom- 
ers at  those  and  other  facilities.  The  PA 
was  arrogant  and  imperial,  aloof  from 
criticism  and  pressure,   and  exercised 


Professor  Annmarie  Haitck  Walsh 


A  dangerous  vacuum,  without  voters  or  competitors. 


enormous  influence  in  shaping  the  New 
York  region.  For  decades  the  Port  Au- 
thority committed  the  New  York  region 
to  auto  rather  than  rail  transport  because 
its  executive  director,  the  late  Austin  J. 
Tobin,  who  ran  it  from  1942  to  1972, 
made  a  decision  to  do  so.  "Some  very 
major  policy  decisions  were  made  in  a 
private  format,  "  says  Walsh. 

Everywhere  authorities  tended  to  fa- 
vor highways  over  rail  transport,  as  they 
tended  to  favor  "water  supply  and  power 
production  over  pollution  control  and 
recreational    use   of  water  resources. 


school  building  over  expansion  of  stu- 
dent counseling,  sports  arenas  over 
parks,  middle-income  and  luxury-hous- 
ing mortgage  finance  over  rehabilitation 
and  low-income  housing  construction.  ' 
In  short,  they  suffered  from  an  edifice 
complex. 

These  patterns,  Walsh  makes  clear, 
did  not  simply  reflect  some 
basic  concept  of  social  plan- 
ning. To  a  large  extent,  they 
reflected  the  biases,  prefer- 
ences and  promotional  tech- 
niques of  the  municipal 
bond  market,  where  the  au- 
thorities raise  their  money. 

Because  of  the  need  to 
protect  their  credit  ratings, 
the  authorities  opted  for 
boards  dominated  by  finan- 
cial interests  and  for  proj- 
ects suited  to  a  business- 
man's judgment.  What's 
wrong  with  a  little  fiscal  pro- 
bity? It's  not  that  simple, 
Walsh  replies.  For  one 
thing,  the  financial  commu- 
nity is  not  always  the  cau- 
tious, conservative  arbiter 
of  investment  decisions  that 
government  likes  to  imag- 
ine. 'In  boom  times,  "  she 
says,  "the  underwriters  can 
make  profits  on  some 
strange  projects.  Under- 
writers tend  to  be  optimis- 
tic, and  in  the  Sixties  they 
financed  damned  near  any- 
thing. "  The  Chesapeake 
Bay  Bridge  &  Tunnel  Dis- 
trict, some  of  whose  bonds 
are  now  in  default,  for  ex- 
ample, was  financed  on  the  basis  of  some 
wildly  optimistic  traffic  projections  that 
"some  enthusiastic  government  people 
and  some  equally  enthusiastic  bond 
salesmen  "  obviously  wanted  to  believe. 

The  original  highway,  port,  bridge, 
tunnel  and  power  authorities,  Walsh 
points  out,  though  they  benefited  from 
tax  exemptions,  were  basically  self-sup- 
porting. Most  of  the  new  authorities  de- 
veloped over  the  past  15  years  are  not. 
These  were  created  to  serve  new  and 
different  social  needs:  housing  finance, 
transit,  urban  development,  sports  are- 


nas,  hospitals,  sewage  treatment  and 
waste  disposal.  Though  they  retain  the 
authority  strueture,  they  re  really  gov- 
ernment subsidized  and  are  simply  ofl- 
balance-sheet  financing  by  politieians 
who  love  to  spend  but  are  reluctant  to 
impose  taxes. 

Authorities  also  serve  as  a  last  refuge 
for  political  cowardice.  The  formation  of 
New  York  s  Metropolitan  Transportation 
Authority,  for  example,  took  the  maxor 
of  the  city  and  the  governor  of  the  state 
off  the  hook.  As  costs  spiraled  and  ser- 
vices deteriorated,  it  wasn't  the  elected 
officials  who  did  it.  It  was  the  MTA. 

"They're  an  end  run,  Walsh  says, 
"around  the  obsolete  financial  tech- 
niques, weak  management  and  jurisdic- 
tional chaos  that  characterize  regular 
state  and  local  government.' 

These  authorities  are  all  too  often  sub- 
ject neither  to  the  competition  of  the 
marketplace,  nor  to  effective  control  b\ 
their  boards  or  by  the  legislatures  that 
create  them.  They  generalK  refuse  to 
release  the  sort  of  financial  information 
that  would  permit  outsiders  to  assess 
their  plans  and  operations.  And  they  re 
not  even  self-li(juidating.  'There  are  a 
lot  of  small  bridge  and  highway  authori- 
ties that  have  long  since  finished  their 
construction  jobs  and  continue  to  collect 
tolls  and  look  around  for  new  things  to 
spend  their  money  on. 

What  especially  bothers  Walsh  is  that 
the  authorities  are  being  used  in  areas 
where  government  has  no  place.  'T  don  t 
think  they  should  be  used  for  sports 
stadiums  that  have  absolutely  nothing  to 
do  with  government,  aren't  self-support- 
ing and  are  simply  subsidizing  the 
teams.  Most  of  them  are  underwriting 
the  private  sports  business  with  public 
finance  and  competing  with  private  busi- 
nesses in  the  process.  " 

Walsh  favors  opening  the  boards  to 
the  viewpoints  of  outside  representa- 
tives: relevant  state  government  officials, 
members  of  community  groups.  She 
would  like  to  see  public  financial  disclo- 
sure so  it  would  be  possible  to  analyze 
what's  going  on.  She  would  also  like  to 
see  existing  authorities  consolidated  so 
that  they  could  allocate  their  resources 
more  freely  without  violating  their  in- 
dentures, and  outfits  like  the  New  Jerse> 
highway  and  turnpike  authorities  re- 
quired to  pay  a  dividend — for  mass  tran- 
sit, say — after  a  percentage  of  revenues 
has  been  set  aside  for  debt  service  and 
reserves. 

In  an  era  when  private  business  is  fully 
expected  to  be  responsive  to  social  needs 
and  open  to  public  scrutiny,  when  gov- 
ernment is  under  constant  surveillance 
by  the  press,  is  there  any  reason  that 
these  hybrid  institutions  should  continue 
to  be  virtually  a  law  unto  themselves? 

Says  Walsh,  "Let's  recognize  that  they 
are  subdivisions  of  state  and  local  gov- 
ernments and  treat  them  as  that.  '  ■ 


Giants  In  The  Shadows 

Below  are  ten  of  the  biggest  public  authorities  in  the  U.S.  With 
more  than  $18  billion  in  bonded  indebtedness,  and  assets  far 
exceeding  that,  they  are  largely  answerable  only  to  themselves. 

Bonds 

Bonded        1977  Oper.  Issued 
Indebtedness     Revenues  1977 
Public  AuthorKy                  Functlon(s)           (in  millions)      (in  millions)    (in  millions) 

New  York  State 

Mm  leinn  Pinan/^o 

Agency 

Housing,  health 

sinri  human 

welfare  projects 

$4,792 

$309 

$398 

vvosningion  \5icixc/ 
Public  Power  Supply 
System 

cieciric  power 

COR 

New  York  State 
Power  Authority 

Electric  power 

2,299 

439 

200 

Port  Authority  of 
New  York  & 

■new  vciocy 

Terminal  and 
transportation 

faf^ilitifkc 

1,821 

524 

75 

Salt  River  Project 

Id/ 

Electric  power. 

1,583 

311 

395 

Nebraska  Public 
Power  District 

Electric  power 

1,406 

188 

250 

Puerto  Rico  Water 
Resources  Authority 

Electric  power 

1,115 

606 

80 

New  Jersey  Turnpike 
Authority 

Roads 

829 

105 

202 

South  Carolina  Public 
Service  Authority 

Electric  power 

810 

126 

330 

New  York  State 
Thruway  Authority 

Roads 

649 

136 

*  Revenues  reported  are  relatively  small  because  authority  does  not  actually  sell  power;  it 
simply  owns  and  operates  projects. 

\ew  York-New  Jersey  Port  Authority  s  George  Washington  Bridge 


Decades  of  major  policy  decisions  in  a  private  format. 


If  you're  cramming  a  three  day  business  trip  into  one, 

there's  no  place  like  an  airport  Hilton. 


We  know  how  it  is.  Into  town  for  a 
quick  meeting.  Then  fly  out  to  another. 
So  for  just  that  kind  of  trip,  we  suggest 
any  of  our  26  airport  Hiltons. 
We'll  arrange  conference  rooms,  delight- 
ful meals,  any  business  needs  you  might 
have.  And  at  the  end  of  the  day,  after 
your  last  meeting,  stay  with  us  and  let 
Hilton  Rainbow  Service  relax  you.  We've 


got  spacious  accommodations.  Famous 
Hilton  cuisine.  And  a  gracious  staff 
So  next  time  you're  planning  that  X 
whirlwind  business  trip,  plan  it  / 
around  Our  airport  Hiltons.      /  ^^Jj 
For  information  and  reser-/  J||H 
vations  call  your  local  Hilton  /  J^^r 
Reservations  Service  or       /  :.m^m 
your  travel  agent.  / 


There^  no  place  like  HILTON. 


General  Motors 
and  the 
Media  Imperatives 

TV  or  not  TV  isn't  the  question. 
And  ma^^ines  and  only  magazines  isn't  the  answer. 


General  Motors  brings  the  same 
kind  of  thorough-going,  tough-minded 
analysis  to  everything  it  touches— from 
cars  and  trucks  to  washers  and  dryers, 
from  machines  that  move  mountains  to 
ideas  that  move  minds. 

And  from  manufacturing  efficiency 
to  marketing  effectiveness. 

So  it's  not  surprising  that  GM,  one  of 
the  top  100  TV  advertisers,  has  been 
utilizing  magazines  more  and  more. 

According  to  PIB/LNA  records,  GM's 
magazine  advertising  investments 
have  gone  from  $29,744,0 18  in  1975 
to  $37,004,318  in  1976  to  $44,027,914 
m  1977.  And  the  first  quarter  of  1978  is 
running  52.3%  ahead  of  last  year. 

The  reasons  are  as  myriad  as  GM's 
products  and  markets. 

For  magazines  are  second  to  none 
when  it  comes  to  zeroing  in  on  specific 
targets,  be  they  consumers,  dealers  or 
servicers,  whole  industries  or 
individual  investors. 

And  from  four-color  spreads  to 
multi-page  tip-ins,  magazines  offer 
GM  the  kind  of  time  and  space  it  takes 
to  tell  a  whole  product  story  or  give  a 
whole  corporate  philosophy. 


In  short,  magazines  offer  the  kinds 
of  readership  and  salesmanship  that 
work  hard  for  General  Motors.  And 
for  many  others. 

Last  year,  74  of  the  top  1 00  TV  adver- 
tisers increased  their  advertising 
investments  in  magazines  ...  an 
average  increase  of  38%. 

If  your  company  and  your  agency 
wish  to  re-evaluate  television  and 
magazines,  a  new  research  concept 
can  help  you  determine  the  most 
effective  media  balance  based  on 
media  market  potential. 

The  concept,  the  Media 
Imperatives®,  can  help  you  draw  the 
line  between  two  kinds  of  prospects— 
the  Television  Imperatives  who  are  big 
on  television  and  not  so  big  on  maga- 
zines and  the  Magazine  Imperatives 
who  are  big  on  magazines  and  not 
so  big  on  television. 

For  information  regarding  an  I.M.S. 
computer  run  based  on  your  prospects 
and  using  either  Simmons  or  T.G.I, 
data,  simply  write  us. 


*  W.  R.  Simmons  Co. 


Magazine  Puhlishers 
'  Association,  Inc. 
575  Lexington  Avenue,  New  York,  New  Yoik  10022 


The  Television  Imperatives 
represent  5.4  million  adults 
in  new -car- buying 
households. 


The  Magazine  Imperatives 
represent  8.3  million  aduUs 
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Amerada  Hess:  At  Last 
The  Merger  May  Be  Working 

Forget  current  disappointing  earnings;  things  are  much  better  than 
they  look  at  Amerada  Hess,  that  little-known  $5-billion  petroleum  giant. 


It  was  a  merger  with  a  future  just  nine 
years  ago.  The  pubHcly  owned  Amerada 
Petroleum  Corp.  and  the  privately 
owned  Hess  Oil  &  Chemical  Corp. 
looked  like  they  were  made  for  one  an- 
other. Business  was  booming  for  big  in- 
tegrated oil  companies,  and  this  li\('I\ 
amalgamation  seemed  to  be 
the  beginning  of  yet  another 
integrated  giant.  Since  1971 
Amerada  Hess  revenues 
have  soared  from  $1.3  bil- 
lion to  a  probable  $5  billion 
in  1978. 

But  the  last  time  the 
Amerada  Hess  Corp.  re- 
ported record  annual  in- 
come was  the  $6.21  a  share 
in  1973.  Then  came  a  pain- 
ful three-year  slump.  Last 
year  profits  stai  ted  climbing 
nicely  once  again,  only  to 
level  off  in  the  third  quarter 
before  heading  into  a  tail- 
spin  in  the  fourth.  Full-year 
results:  $4.49  a  share.  They 
have  yet  to  recover.  In  the 
first  half  of  1978  earnings 
were  a  disappointing  $1.66  a 
share.  The  market  for  resid- 
ual fuel  oil,  lifeblood  of  the 
Hess  operation,  is  still  flat 
on  its  back,  and  the  govern- 
ment is  threatening  to  with- 
draw what  remains  of  the 
once  liberal  regulatory  ad- 
vantages enjoyed  by  the 
company's  mammoth  fuels 
refinery  on  St.  Croix,  in  the 
Virgin  Islands. 

None  of  this  has  escaped 
the  bears  on  Wall  Street.  The  stock  has 
recently  been  selling  below  $30  a  share, 
atid  though  that  s  twice  the  rock-bottom 
low  that  it  reached  during  the  dog  days 
of  1974  and  1975,  it's  less  than  half  the 
alltime  high  that  it  fetched  in  1971. 

However,  a  turnaround  may  be  in  the 
making.  There  are  signs  that  the  market 
for  residual  oil,  the  gummy  fuel  used  by 
electric  utilities  and  large  commercial 
and  industrial  buildings,  is  now  bottom- 
ing out.  That  would  ease  the  most  press- 


ing of  Hess'  immediate  problems.  Ne.xt 
year  new  accounting  rules  will  probably 
force  the  company — notoriously  conser- 
vative in  its  bookkeeping — to  capitalize 
more  of  its  drilling  expenditures.  Like  it 
or  not,  Hess  would  then  wind  up  report- 
ing higher  earnings.  The  company  has 
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Higher  earnings  on  the  way — whether  he  lilies  it  or  not 


lately  been  spending  heavily  in  search  of 
new  supplies  of  oil  and  gas.  That  pro- 
gram is  about  to  start  paying  off. 

Last  year  the  company  spent  more 
than  $300  million — over  75%  of  its  cap- 
ital budget — on  exploration  and  produc- 
tion. The  outlay  will  probably  exceed 
$300  million  again  this  year,  most  of  it 
funneled  into  the  U.S.  or  into  such  po- 
litically stable  areas  as  Canada  and  the 
North  Sea. 

"This  is  a  poorly  understood  com- 


pany, says  analyst  Bruce  Lazier,  who 
tracks  Amerada  Hess  for  Paine  Webber 
iMitchell  Hutchins,  Inc.  "It's  so  damned 
undervalued  in  terms  of  oil  and  gas 
exploration." 

One  reason  Amerada  Hess  is  so  poorly 
understood  is  that  it  is  among  the  na- 
tion's most  publicity-shy 
corporations.  Its  chairman, 
Leon  Hess,  who  holds  about 
15%  of  the  stock  but 
through  various  associations 
actually  controls  closer  to 
20%,  almost  never  grants 
interviews  (he  declined  one 
for  this  story)  and  has  in- 
structed other  executives  to 
do  likewise.  The  company, 
which  is  the  60th-largest 
(sales)  corporation  in  Amer- 
ica, does  not  even  have  a 
public  relations  or  investor 
relations  department.  All 
inquiries  are  funneled  to  a 
single  delegated  officer  of 
the  corporation  who  meets 
with  reporters  only  if  they 
will  agree  not  to  quote  him 
directly. 

When  it  suits  him, 
though,  Hess  does  make 
public  appearances,  and  is 
both  eloquent  and  well  sup- 
plied with  facts.  He  recently 
appeared  at  hearings  held 
by  the  Department  of  Ener- 
gy on  some  proposed 
changes  in  the  entitlements 
program,  a  system  of  man- 
dated subsidies  that  was 
conceived  four  years  ago  to 
take  money  from  companies  like  E.xxon 
and  give  it  to  companies  like  Amerada 
Hess  which  lack  enough  crude  oil  to 
supply  their  own  refineries. 

"The  present  entitlements  program  is 
so  distorted  that  even  after  entitlement 
benefits  we  cannot  sell  our  residual  fuel 
in  East  Coast  markets  and  cover  our 
delivered  crude  oil  costs,"  Leon  Hess 
complained.  "Amerada  Hess  cannot  tol- 
erate this  unfair  treatment.  .  .  .  DOE 
must  cease  perpetuating  and  enlarging 
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AH  s  700  j)00-harrel-a-claij  refinery  at  St.  Croix 


It  may  be  worth  $1  billion,  but  it  hasnt  produced  the  profits  Hess  expected. 


the  administrative  bias  which  exists 
against  Amerada  Hess.  " 

The  St.  Croix  refinery  is  the  center- 
piece of  the  Hess  empire,  and  it's  one  of 
the  largest  and  most  sophisticated  refin- 
eries in  the  world.  Yet,  according  to 
figures  presented  at  the  hearing,  the  ta- 
cilit)-,  which  Hess  carries  on  its  books  as 
a  $640  million  investment  but  which  in 
reality  has  a  replacement  value  of  per- 
haps $1  billion,  is  currently  providing  a 
rate  of  return  of  less  than  5%.  That  has 
been  a  prime  reason  for  Amerada  Hess 
lackluster  performance  of  late. 

For  a  brief  period  following  the  start- 
up of  the  entitlements  program,  the  St. 
Croix  refinery  was  a  big  beneficiary  of 
these  intra-industry  subsidies.  With  en- 
titlements, refiners  who  have  access  to 
less  than  the  average  amount  of  price- 
controlled  domestic  crude  oil — so-called 
old  oil — receive  payments  from  refiners 
who  have  access  to  more  than  the  nation- 
al average.  Although  an  offshore  refinery 
in  the  Caribbean,  the  St.  Croix  facility- 
received  these  subsidies  because  it  is  on 
American  soil. 

That  gave  it  a  big  advantage  over  the 
immediate  competition:  the  Exxon,  Tex- 
aco and  Shell  facilities  on  other  Caribbe- 
an islands  and  the  refiner)'  operated  by 
the  New  England  Petroleum  Corp. 
(NEPCO)  in  the  Bahamas.  (None  of 
these  is  on  U.S.  soil.)  The  situation  was 
so  lopsided,  in  fact,  that  Hess  was  driv- 
ing NEPCO  right  out  of  business. 

Then,  early  in  1976,  under  pressure 


from  the  competition,  Wiishington  ener- 
gy officials  amended  the  program.  They, 
in  effect,  cut  Hess  back  to  a  50%  entitle- 
ment and  gave  a  30%  grant  to  the  other 
offshore  refineries.  Hess  was  reportedh' 
so  enraged  at  the  others  for  instigating 
the  revision  that  he  pulled  his  company' 
out  of  the  American  Petroleum  Institute, 
the  leading  trade  organization  for  the 
nation  s  oil  industry. 

Even  with  the  revision,  however, 
Hess  has  fared  better  than  most  during 
the  recent  deep  slump  in  the  residual 
fuel  oil  market.  "He  s  increased  his  mar- 
ket share  from  12%  to  17%  in  the  past 
two  years,  notes  Edward  M.  Carey, 
president  of  NEPCO  and  older  brother 
to  New  York  Governor  Hugh  Carey.  "I 
don  t  object  to  anything  he  has,"  Care\ 
adds.  "I  just  want  the  same." 

So  the  Energy  Department  is  now 
considering  full  entitlements  for  all  the 
offshore  refiners.  Hess  doesn't  like  that 
idea  either.  He  argued  at  the  hearing 
that  his  competitors  can  from  time  to 
time  take  advantage  of  better  prices  in 
Europe  by  shipping  their  fuel  across  the 
Atlantic.  He  cannot  because,  by  law,  the 
St.  Croix  facility  must  sell  its  entire  out- 
put in  the  U.S. — even  though  it  is  re- 
quired to  pay  the  same  import  fees  and 
customs  duties  levied  on  fuel  imports. 
Meanwhile,  Hess  added,  the  St.  Croix 
plant  must  compete  with  small  refiners 
along  the  Gulf  Coast  that  are  getting  a 
full  entitlement  subsidy,  which  is  now 
worth  about  $1..56  a  barrel. 


Government  officials  counter  that  they 
would  be  willing  to  treat  the  St.  (Jroix 
facility  as  just  another  domestic  refinery 
if  Hess  would  agree  to  use  domestic 
tankers  there.  Under  the  Jones  Act, 
shipments  of  goods  and  materials  from 
one  U.S.  port  to  another  must  generally 
be  made  in  American  vessels,  but  the  act 
specifically  excludes  the  Virgin  Islands. 
Foreign  ship  bottoms  provide  a  signifi- 
cant saving  for  Hess  (he  even  gets  Alas- 
kan oil  dehvered  in  giant  foreign-made 
vessels,  which  loop  all  the  way  around 
Cape  Horn  to  get  to  St.-  Croix),  and  that 
was  one  reason  he  built  his  big  refinery 
there  in  the  first  place.  Hess  clearly 
wants  things  both  ways  and  isn  t  shy 
about  demanding  it. 

Exactly  how  this  brouhaha  will  work 
out  is  unclear  at  the  moment,  though  it 
seems  likely  that  Amerada  Hess  would 
lose  rather  than  gain  from  any  further 
revisions  in  the  entitlements  program. 
But.  as  time  passes,  entitlements  will 
become  less  important  to  Amerada  Hess. 
In  a  sense  Leon  Hess  is  play  ing  for  time. 

For  example,  right  now  the  explora- 
tion side  of  the  business  is  due  for  a 
spurt.  Last  year  more  than  60%  of  the 
$4.49  a  share  that  the  company  reported 
came  from  exploration  and  production.  If 
Amerada  Hess  used  the  same  accounting 
procedures  preferred  by  most  of  the  ma- 
jors— which  it  soon  may  have  to — the 
company  would  have  reported  earnings 
from  its  production  operations  some  75 
cents  a  share  higher. 

And  the  company  should  soon  start 
cashing  in  on  some  of  the  big  invest- 
ments it  has  been  making  in  new  drill- 
ing. It  already  has  a  substantial  stake  in 
the  North  Sea  for  a  company  its  size,  and 
an  important  new  supply  of  gas  in  the 
Gulf  of  Mexico  is  expected  to  come  on 
stream  before  year-end.  It  has  also  been 
drilling  a  lot  of  development  wells  at 
existing  onshore  fields  in  the  Southwest, 
and  it  has  reserves  yet  to  be  tapped  in 
Alaska,  as  well  as  an  important  stake  in 
the  promising  Baltimore  Canyon  play  off 
New  Jersey. 

What  all  this  means  is  that  the  Amer- 
ada side  is  coming  forward  once  again 
and  the  Hess  part  of  the  company  is 
becoming  less  dominant — though  Leon. 
64.  still  rules  with  an  iron  hand.  "When 
the  two  were  put  together,  '  says  Sanford 
L.  Margoshes,  a  Shearson  Hayden  Stone 
analyst,  'the  emphasis  went  toward  re- 
fining and  marketing — Hess.  But  in  the 
last  two  years,  all  that  has  reversed.' 

With  this  reversal  and  with  the 
pickup  in  the  market  for  residual  fuel 
oil,  Amerada  Hess  fortunes  are  clearly 
on  the  mend.  Some  analysts  expect 
Amerada  Hess'  earnings  this  year  to  fall 
slightly  below  last  year's  so-so  perfor- 
mance, then  jump  sharply  in  1979  to  at 
least  the  $5.09  level  reported  in  1974 
and  perhaps  beyond  the  record  86.21  a 
share  earned  in  1973.  ■ 
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Dad  Joiner  shaking  hands  u  itit  his  geologist  the  day  the  Daisy  Bradford  came  in 


Who  wants  to  8|>end  20  penniless  years  for  the  big  strilce  when  small-potatoes  wells  are  so  steady? 


The  Taming  Of  The  Wildcatter 


Like  the  Indian,  the  cowboy  before  him,  one  of  America's  legendary  figures 
is  fading  into  colorless — but  in  this  case  profitable — conformity. 


"When  my  dad  sold  off  his  first  wells,  he 
would  have  netted  close  to  a  million 
dollars — not  bad  for  a  wildcatter  in 
1917,  "  says  Karney  Cochran,  a  second- 
generation  oilman  in  Wellsville,  N.Y. 
But  the  old  Siinibling  instinct  got  to  him 
and  he  died  broke.  In  fact,  it  was  going 
broke — the  shock  of  it,  I  think — that 
killed  him." 

Cochran,  whose  daddy  drilled  in  Illi- 
nois and  Oklahoma,  doesn  t  intend  to  die 
broke.  He  owns  167  oil  wells  in  the  old 
Pennsylvania  fields  near  Wellsville,  but 
every  one  is  an  established  producer, 
where  the  last  pumpable  oil  is  being 
sfjueezed  out  with  secondary-recovery 
methods  for  which  cost  and  return  have 
been  carefully  calculated.  "Small  pota- 
toes, '  he  calls  them  without  embarrass- 
ment— "a  floor  under  my  risk."  With  a 
little  consulting  work  on  the  side,  he 
makes  about  $80,000  a  year,  nice  and 
steady.  A  Dad  Joiner,  H.L.  Hunt  or  Sid 
Richardson  he's  not,  but  he'll  never  sink 
every  penny  he  has  in  a  dry  hole,  either. 
To  a  fabled  generation  gone  by,  that 


Wildcat  in  New  Mexico  niountaiiis 


Mora  of  the  wells  but  less  of  the  oil. 


would  be  sissy  stuff.  Dad  Joiner,  the 
granddaddy  of  all  wildcatters,  spent  20 
penniless  years  looking  for  the  big  strike 
liefore  he  found  the  No.  3  Daisy  Brad- 
ford well  in  1930  that  opened  up  the  east 
Texas  fields.  Today  s  oil  and  gas  wildcat- 
ter is  inore  likely  to  be  a  businessman 
with  a  briefcase  and  a  tailored  suit  who 
spends  a  lot  of  his  time  arguing  with  the 
government. 

Infinitely  better  off  than  in  the  old 
days,  too — despite  the  chronic  lamenta- 
tions of  the  new  breed.  There  are  about 
10,000  independent  oil  producers  today, 
twice  the  number  six  years  ago.  More 
wells  are  being  drilled  than  at  any  time 
since  1958,  and  more  feet  of  well  depth 
since  1956.  The  wildcatters  success  ratio 
has  risen,  too;  they  are  completing  wells 
in  almost  17%  of  the  new  wells  they  drill, 
vs.  10%  in  the  old  days.  The  indepen- 
dents, in  fact,  are  coining  money. 

But  while  the  independents  may  be 
prospering,  the  nation  s  oil  and  gas  re- 
serves are  not.  The  last  big  hydrocarbon 
strike  in  the  U.S.  was  Alaska  s  Prudhoe 
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Ba>'  in  1968.  Since  then  crude  oil  re- 
sencs  have  dropped  247c.  W  hile  overall 
drilling  is  up,  exploration  for  wildcats 
that  increase  reser\'es  has  declined  as  a 
percentage  of  total  drilling  ever  since 
go\eniment-set  price  ceilings  which 
made  drilling  old  properties  more  attrac- 
ti\e.  W  ildcat  exploration  was  at  a  peak — 
almost  I99f  of  all  w  ells  drilled— in  1973. 
Last  \ear  it  fell  to  onl\  13.5%.  As  it 
works  out  according  to  the  pricing  regu- 
lations, you  don  t  have  to  go  out  and  find 
new  fields  to  get  new  oil  prices. 

ClearK  ,  the  wildcatter,  1978-st>'le,  is 
making  much  of  his  money  from  "stinker 
wells  that  didn  t  pa\  to  complete  before 
and  which  niercK  increase  existing  pro- 


Modrrn  wildcatter  at  play 


What  would  Dad  Joiner  think? 

duction  or  are  near  existing  wells.  That  s 
wh\  their  success  ratio  has  increased: 
The\"re  drilling  safe  wells.  "As  long  as 
they  can  drill  close  to  the  belt  [near  pros  en 
reserves]  and  get  812. 50  a  barrel  instead  of 
82.50.  wh\  should  the\  go  farther':^"  sa\  s 
Michel  T.  Halbout\-,  the  son  of  Lebanese 
immigrants  who  grew  up  in  Beaumont. 
Tex.,  and  now  is  an  independent  in  Hous- 
ton. "There's  a  lot  of  that  going  on  and  I'm 
not  sa\-ing  it's  wrong,  but  the  truth  is  these 
weUs  don't  contribute  much  to  our  need  to 
discover  more  oil  and  gas.  " 

That  was  not  exactK  what  the  go\  ern- 
ment  had  in  mind  back  in  1973  when  the 
price  of  oil  produced  before  1972  was 
fi-ozen  at  85.25,  but  post- 1972  produc- 
tion "new  oil  "  was  allowed  to  jump  to 
810 — and  has  since  risen  to  about 
812.50.  The  idea  was  to  protect  the  con- 
sumer fi-om  the  full  impact  of  the  four- 
fold jump  in  world  prices  b\  OPEC  and 


to  encourage  new  exploration.  But  what 
about  "new  oil  drilled  from  old  fields? 
That  became  the  wildcatters'  game,  and 
so  far.  the  bureaucrats  have  been  no 
match  for  the  oilmen. 

"You  11  never  shoot  an  elephant  if'\()u 
don  t  go  out  liwking  for  one."  sa\  s  War- 
ren Thomlinson,  a  W  ichita.  Kan.  inde- 
pendent who-unblushingK  concedes  he 
is  one  of  those  drilling  up  some  of  that 
old  stuff,  whatever  the  ghost  of  Dad 
Joiner  ma\  think.  Says  Thomlinson:  "We 
drilled  a  well  in  Turke\  once  that  took  us 
seven  %ears  and  turned  out  to  be  a  dr> 
hole.  Since  then  we  ve  sta\  ed  in  the 
U.S.  You  know  what':^  We  recouped. 

But  the  go\ernment  keeps  tr\ing  to 
get  the  wildcatters  to  be  the  wa\  w  ildcat- 
ters  used  to  be.  Washington  has  gradual- 
1\  patched  together  a  definition  of  "new- 
oil  that  now  runs  to  more  than  19,000 
words.  And  the  wildcatters — still  an  or- 
nen,'  breed — show  an  uncanny  knack  for 
drilling  into  e\en  nook  and  crann\  of 
federal  regulation.  Right  now  there  are 
millions  of  dollars  worth  of  oil  that  pro- 
ducers claim  as  "new "  but  Washington 
calls  "old.  "  "We  used  to  fight  Mother 
Nature.  sa\s  one  veteran  independent, 
"now  its  the  government.'  Retorts  a 
bureaucrat:  "If  these  gu\s  spent  as  much 
time  looking  for  oil  as  the\  do  lobb\  ing 
us.  they  might  find  something.  " 

The  real  wildcatters  these  da\  s  are  the 
major  oil  companies.  They're  the  onK 
ones  who  can  afford  the  stakes.  The  big  oil 
fields  left  to  be  found  are  offshore,  where 
a  single  production  platform  can  cost  o\  er 
S3(X1  million  and  leases  go  for  as  high  as 
8108  million  for  a  three-mile  tract.  You 
don  t  win  such  leases  in  a  poker  game. 
Result:  While  the  independents  still  drill 
80%  of  total  wells,  the  majors  still  find 
o\  er  40%  of  total  oil  and  gas. 

It  can  be  a  nice  life,  though,  drilling 
those  humdrum  wells.  Today's  indepen- 
dents are  going  back  to  those  same  oil 
fields  like  w  est  Texas  and  doing  ver\-  well 
on  the  leavings.  The  Illinois  Basin, 
which  first  opened  up  in  the  mid-Thir- 
ties, is  the  scene  of  some  of  today's  most 
fi-enetic  drilling  activit)-.  "Everxbody 
likes  the  Basin,"  says  Ben  Cubbage,  a 
lawyer  in  Henderson,  Ky.  "With  prices 
as  the\  are,  those  who  surxived  the 
drought  [w  hen  the  low  price  of  oil  forced 
a  lot  of  the  independents  out  of  business] 
are  back  again— drilling  just  a  litde  bit 
deeper. 

Risks  remain,  to  be  sure,  but  the  point 
now  is  to  minimize  them  even  if  the 
eventual  rev\ard  is  reduced,  too.  Wild- 
catters now  talk  about  their  "margin,  "  as 
Dallas  independent  Frank  Pitts  puts  it. 
Says  Shakespeare  Oil's  S.R.  Hollensbe, 
whose  small  compan\  drilled  about  30 
wells  a  year:  "You  have  to  be  able  to 
spread  \our  risk  out  over  several  differ- 
ent txpes  of  deals  in  order  to  be  success- 
fiil.  Some  of  the  wildcatters  have  real 
estate  or  ranches;  some  of  them  just 


invest  a  small  portion,  and  then  fi-om 
time  to  time  take  a  flier. 

Philip  Anschutz,  a  38-year-old  wild- 
catter with  a  degree  in  finance  and  eco- 
nomics from  the  University  of  Kansas,  is 
a  good  example  of  the  new  wildcatter. 
His  Denver  company  has  diversified  into 
coal  and  uranium  and  deals  in  agricultur- 
al real  estate  (that  can  also  be  drilled  for 
oil  and  gas).  Sa\s  he  proudly:  "Of  the 
seven  new  buildings  going  up  in  Den- 
ver, four  are  ours.  It's  all  a  risk — but  at 
least  it  s  a  mixed  bag.  ' 

There  are  still  plentx  of  wildcatter- 
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On  a  Texas  patio,  wildcatters  and  their  ladies  sip  cocktails  and  trade  oil  talk 


It's  a  long  way  from  Glenn  McCarthy's  bashes;  but  things  are  less  risky  these  days. 


millionaires,  too,  but  they  don  t  throw 
money  around  like  their  predecessors. 
As  recently  as  1949,  Glenn  McCarthy 
(the  mode!  for  the  wildcatter  of  Edna 
Ferber's  Giant)  could  throw  a  million- 
dollar  party  to  open  his  Shamrock  Hotel 
in  Houston.  Now,  says  Houston  oil-lease 
dealmaker  Al  Dugan,  "Nobody  wants  to 
flaunt  it  anymore.  It  s  bad  press."  The 
big  bashes  in  Houston  these  days  are 
given  by  the  heads  of  corporations,  like 
Houston  Natural  Gas  Chairman  Robert 
Herring.  Perry  Bass,  Sid  Richardson  s 
nephew,  is  more  interested  in  his  im- 


pressionist art — one  of  the  countiy  s  fin- 
est private  collections. 

Instead  of  notoriety,  today's  wildcat- 
ters are  content  with  stability  and  afflu- 
ence. The  legendary  characters  of  the 
past  had  nothing  to  lose  and  millions  to 
gain.  Todays  independent  has  some- 
thing to  lose  and  less  and  less  to  gain: 
the  prospect  of  fewer  pools  of  oil  in  the 
world  that  can  be  tapped  for  less  than 
what  only  the  likes  of  Mobil  or  Ex.xon 
can  supply.  And  the  ultimate  profits  are 
less  the  result  of  daring  than  of  the 
deliberations  of  a  handful  of  sheiks  and 


an  army  of  bureaucrats.  The  indepen- 
dents clamor  for  the  total  deregulating 
of  oil  and  gas.  That  argument  makes 
sense  from  less  self-serving  cjuarters.  It 
would  reduce  the  taxpayer  burden  of 
the  U.S.  government's  superbureau- 
cracy,  the  $12-billion-a-year  Depart- 
ment of  Energy,  and  restore  free  mar- 
ket forces.  But  would  it  create  any  new 
oil  accessible  to  what  are  essentially 
small  businesses?  It  s  likely  the  old  style 
of  wildcatter  is  gone  forever.  The  big 
guys  are  going  to  take  the  chances  from 
now  on.  ■ 
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The  Numbers  Game  

"You  Can't  Legislate 
Accounting  Principles" 

Congress  put  the  problem  to  the  SEC,  which  put  it  to  the  FASB, 
which  solved  it  in  a  way  the  SEC  didn't  like.  So  the  SEC  came 
up  with  its  own  oil  and  gas  industry  accounting  rules,  which 

could  confuse  and  even  seriously  mislead  investors. 


"This  new  [Securities  &  Exchange 
Commission]  rule  just  goes  to  show  that 
when  Congress  tries  to  legislate  account- 
ing principles,  chaos  results.  It's  like  try- 
ing to  legislate  povert\^  out  of  existence: 
CertainK'  a  worthy  objective  but  also  a 
difficult  thing  to  do.' 

That  is  Clifford  E.  Graese  (pro- 
nounced "grace  )  speaking.  Graese,  51, 
is  vice  chairman  of  the  biggest  of  the  Big 
Eight  accountants,  Peat,  Marwick, 
Mitchell  &  Co.  (1977  revenues:  $516 
million);  he  is  a  thoughtful  man  and  not  a 
knee-jerk  government  hater.  Indeed,  his 
profession  would  hardly  be  so  lucrative 
were  it  not  for  the  rules  and  red  tape  of 
Big  Government  (Forbes,  Sept.  i, 
1977).  But  Graese  is  agitated  by  the 
SEC's  new  proposal.  Reserve  Recogni- 
tion Accounting,  for  how  the  nation  s  oil 
and  gas  companies  should  keep  their 
books.  "RRA  goes  too  far  too  fast.  It  leads 
to  a  high  degree  of  imprecision  and  un- 
certainty in  the  income  statement  and 
balance  sheet. 

Graese  is  not  alone.  Here  s  Harx  ey 
Kapnick,  chairman  of  $500-million-plus 
(1978  revenues)  Arthur  Andersen  &  Co.: 
"Long  run,  it  s  a  good  idea,  but  initially 
it  will  cause  difficulties.  We'll  have  to 
develop  significant  new  auditing  stan- 
dards. .  .  .  Scary!" 

Or  listen  to  Donaldson,  Lufkin  &  Jen- 
rette.  Inc.  .Managing  Director  John 
Chalst>',  who  has  spent  several  years  ad- 
vising the  government  and  the  Financial 
Accounting  Standards  Board  on  account- 
ing principles  for  oil  and  gas  companies: 
"It  s  an  incredibly  complicated  rule,  and 
I  have  serious  doubts  that  it  can  even  be 
implemented." 

Or  Joseph  Connor,  Price  Water- 
house's  new  chairman:  'It  s  pretty  frus- 
trating that  after  the  FASB  considered 
this  matter  so  long,  the  commission  opt- 
ed instead  for  a  radically  new  t\'pe  of 
accounting  that  is  highly  subjective,  un- 
tested and  unproven.' 

Radical,  subjective,  unproved  and  un- 
tested accounting  rules  coming  from  the 


august  SEC  accountants? 

Here  s  what  all  the  flap  is  about: 
Oil  and  gas  companies  have  tradition- 
ally used  one  of  two  basic  approaches  to 
account  for  their  exploration  and  produc- 
tion expenditures.  Under  one,  the  full- 
cost  approach,  a  company  capitalizes 
costs  for  all  exploration,  including  the 
costs  iissociated  with  dn,  holes.  Full-cost 
accounting  says,  in  effect,  that  dry  holes 
as  well  as  wet  ones  are  assets,  since  to 
find  the  latter  you  also  must  find  the 
former.  The  other  approach,  successfiil- 
efforts,  sa\  s  you  capitalize  onl\  costs  as- 
sociated with  \'.clls  that  lonu-  iii:  (hy- 


.  .  Radical,  subjective,  un- 
proved and  untested  ac- 
counting rules  from  the  au- 
gust SEC  accountants?  .  .  ." 


hole  costs  are  written  off  against  income 
immediately. 

Result:  Companies  using  fiall-cost  tend 
to  show  higher  earnings  and  accumulate 
assets  faster  than  do  companies  using  the 
successful-efforts  approach. 

The  SEC  never  liked  these  alternative 
accounting  systems.  Late  in  1975,  the 
SEC  and  FASB  agreed  that  the  Board 
would  arrive  at  one  uniform  method 
(Forbes,  May  15,  1977).  The  FASB  sat 
down,  produced  a  400 -page  discussion 
memorandum,  wrung  its  hands  and  last 
December  produced  FASB  Opinion  19. 
It  said:  Only  successful-efforts  account- 
ing from  now  on. 

This  upset  the  country's  smaller  oil 
and  gas  producers — and,  unlike  the 
FASB,  independent  oilmen  have  plenty 
of  political  clout.  They  used  it  to  the 
extent  that  Congress  itself  almost  over- 
turned the  F.ASB  when  the  Haskell 
amendment  was  narrowly  defeated.  To 
the  independents  rescue:  the  SEC. 

On  Aug.  29,  in  a  highly  unusual  per- 
sonal appearance  to  usher  in  an  account- 


ing proposal,  SEC  Chairman  Harold  Wil- 
liams announced  that  the  commission 
found  both  successful-efforts  and  full-cost 
accounting  inadequate  '"because  neither 
reflects  the  economic  substance  of  oil  and 
gas  exploration  in  a  meaningful  manner. 
The  SEC,  said  Williams,  found  a  third 
and  even  better  way:  Reserve  Recogni- 
tion -Accounting,  or  as  the  trade  already 
calls  it,  RRA.  In  the  spirit  of  the  times, 
RRA  is  extraordinarily  complex:  The  rule 
itself  runs  to  200  pages  and  Chairman 
Williams  needed  another  13  pages  to 
introduce  it.  Few  people  have  read  it  and 
even  fewer  digested  it.  But  if  the  SEC  has 
its  way,  oil  and  gas  company  stockholders 
had  better  get  used  to  RR.\  if  they  want  to 
understand  their  companies  profit  and 
loss  statements  and  balance  sheets.  The 
SEC  expects  that  by  1981  all  oil  and  gas 
companies  will  report  income,  assets  and 
liabilities  on  the  basis  of  RRA.  In  the 
interim,  the  commission  will  allow 
slimmed-down  versions  of  either  full-cost 
or  successful-efforts. 

Here  is  what  the  RRA  proposal  says: 

The  business  of  an  oil  c-ompany  is  to 
find  and  produce  reser\es.  So  its  finan- 
cial results  should  be  based  on  the  value, 
today,  of  the  reser\es  it  discovers  and 
produces.  Full-cost  and  successful-ef- 
forts, by  contrast,  are  both  based  upon 
classify  ing  the  historical  costs  of  finding 
and  producing  reserves,  on  whether  you 
consider  those  costs  assets  or  expenses. 

Take  a  simple  example.  Suppose  you 
spend  SIOO.OOO  on  each  of  two  fields. 
One  field  has  oil— 100,000  barrels  of  it. 
The  other  field  is  dry .  Under  successful- 
efforts,  a  company  charges  against  in- 
come immediately  the  8100,000  explora- 
tion cost  of  the  dry  field  and  capitalizes 
the  S100,000  cost  of  the  producer.  A  dry 
hole  cannot  be  an  asset,  it  says  in  effect. 
The  company  using  full-cost  accounting 
capitalizes  the  entire  $200,000  explora- 
tion cost.  Theory :  To  be  successful  you 
must  also  be  unsuccessful.  Expense  for 
this  company:  zero. 

In  neither  case  does  the  firm  s  balance 


90 


FORBES,  OCTOBER  2,  1978 


Dallas  has  come  a  lonq  way 
since  financial  expertise  was 
knowing  how  much  a 
buffalo  hide  would  fetch 

back  east. 


Little  more  than  140  years  ago, 
Dallas  was  not  much  more  than  a  small 
rading  post  on  the  Trinity  River  which 
lid  a  modest  business  in  the  buffalo  hide 
rade.  Today,  the  city  is  the  financial 
center  of  the  fastest 
p*owing  region  in  the 
lation,  the  Southwest. 
\nd  one  of  the  nation's 
argest  cities. 

That  incredible 
^owth  was  not  due 

0  a  great  mineral 
iiscovery,  or  even  the 
'esult  of  a  fortunate 
ocation  on  a  railhead. 
\11  the  city  had  were 
he  people  with  the 
ietermination  to  build 

1  great  city.  And 
cankers  who  under- 


stood how  to  finance  growth. 

You  can  see  the  results  of  that 
combination  in  the  city's  skyline.  You'll 
see  insurance  companies,  scores  of  large 
fmancial  institutions,  offices  for  a 

multitude  of  million 
dollar  companies, 
and  the  home  of  one 
of  the  South 's  largest 
skilled  labor  forces . 

Li  working  with 
our  clients,  we've 
helped  Dallas  come  a 
long  way  since  the 
days  financial 
expertise  meant 
knowing  the  buffalo 
hide  market.  And 
we've  helped  make 
Dallas  the  financial 
center  of  the  Southwest. 


Republte 
National  Bank 
is  Dallas. 


A  Republic 
of  Texas 
Company 
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DOES  A  TRW  PUMP 


We're  learning  the  hard  way  that 
there  is  only  so  much  water  on  our 
planet  Or  in  it 

Weather  patterns  are  changing 
ail  over  the  world.  And  men  every- 
where are  pumping  water  out  of  the 
earth's  water  table  faster  than  it  can 
be  replenished. 

The  rain  that  fell  on  Noah  is  still 
in  the  ground,  but  it's  a  lot  deeper 
than  it  used  to  be. 

TRW  makes  a  pump  that  goes 


deep,  to  where  the  water  is. 

These  pumps  are  totally  sub- 
mergible,  motor  and  all.  and  produce 
huge  volumes  of  water,  with  great 
efficiency. 

They're  helping  people  on  every 
continent  use  the  abundant  water 
that  lies  deep  inside  the  earth. 

A  COMPANY  CALLED 

TRW 


The  Numbers  Game 


sheet  or  P&L  statement  reflect  the  oil 
chscovered.  That  is  relegated  to  footnote 
disclosure — sometimes. 

Now  RRA.  It  says  the  oil  is  worth  $10  a 
barrel,  so  an  asset  worth  $1  million  was 
created.  It  took  $200,000  to  create  that 
asset,  so  the  net  value  is  $800,000.  That 
shows  as  an  increase  to  stockholders  eq- 
uity— and  it  is  reflected  on  the  income 
statement:  "Income  From  Oil: 
$800,000." 

"This  is  a  current  value  concept  in 
accounting  for  profits,  says  PMM's 
Graese.  "Usually  you  do  not  recognize 
changes  in  the  value  of  inventor)'  in  in- 
come statements  until  you  sell  that  in- 
ventory. But  under  RRA  you  recognize 
value  changes  constantly.  In  other 
words,  a  company  could  simply  sit  on  its 
reserves.  If  the  value  of  the  reserves 
doubles  in  five  years,  the  company's  re- 
ported profit  also  doubles — even  if  not  a 
barrel  of  oil  actually  has  been  sold. 

RRA  will  have  a  huge  effect  on  any 
U.S.  oil  company  with  substantial  re- 
serves. Forbes  asked  Barr\'  Good,  Wall 
Street  investment  banker  Morgan  Stan- 
ley's highly  regarded  oil  stock  analyst, 
to  discuss  the  RRA  proposal's  impact. 
Good  had  already  worked  up  two  exam- 
ples: Standard  Oil  of  Ohio  and  Atlantic 
Richfield  Co.,  both  big  Prudhoe  Bay, 
Alaska  winners.  Here  s  how  Good  fig- 
ures the  effect: 

Last  year  Arco  reported  net  producing 
properties  valued  at  $2.6  billion.  Using 
current-value  estimates  by  J.S.  Herold 
Associates  of  Greenwich,  Conn.,  Good 
figures  that  RRA  will  force  Arco  to  carry 
those  same  properties  at — $11.8  billion. 
The  effect  is  even  greater  for  Sohio:  Its 
net  producing  properties  last  year  were 
carried  at  $1.7  billion.  "Using  the  SEC 
method,  the  value  would  be  $10.7  bil- 
lion," says  Good,  adding  that  RRA  may 
radically  alter  investors  perceptions  of 
oil  company  debt  ratios. 

As  an  idea,  as  an  accounting  principle, 
the  SEC's  RRA  method  makes  sense.  If 
oil  firms'  shareholders'  primary  asset  is 
reserves,  why  not  disclose  those  reserves 
to  stockholders?  But  as  a  practical  matter 
RRA  is  probably  just  going  to  confuse  the 
investors.  Worse,  it  opens  wide  the  door 
to  imethical  managements  bent  on  hyp- 
ing their  stocks  by  manipulating  their 
earnings. 

The  problem  is  this:  Present-valuing 
reserves  is  more  black  art  than  science. 
Explains  Price  Waterhouse's  Connor: 
"First  you  have  to  estimate  reserves. 
Then  you  estimate  production  costs. 
Then  you  estimate  a  time  period  over 
which  a  reserve  is  depleted.  Then  esti- 
mate the  current  selling  price.  Then  you 
must  reevaluate  all  those  estimates  con- 


stantly. That's  a  great  deal  of  judgment!' 

For  example:  Assume  you  have  a  field 
with  five  barrels  in  reserve.  Today  the 
value  is  $10  per  barrel.  If  you  produced 
those  barrels  immediately,  you  d  report, 
under  RRA,  reserve  assets  of  $50.  What 
if  you  produce  and  sell  them  over  the 
next  five  years,  at  one  barrel  each  year? 
What's  the  value  for  1978  financial  state- 
ments of  a  barrel  to  be  sold  in  1979?  To 
answer  that,  management  and  the  ac- 
countants must  assume  a  discount  rate. 
By  decree  the  SEC  makes  that  much 
easy:  The  discount  shall  be  10%  annual- 


SEC  Chairman  Harold  Williams 


Hitting  the  FASB. 

ly.  So  one  barrel  sold  next  year  at  today's 
$10  price  is  worth  today  $9.09.  A  barrel 
produced  in  1980  is  today  worth  $8.26, 
and  so  on.  By  similar  discounting  at  10% 
a  year  over  five  years,  the  entire  five- 
barrel  reserve  is  presently  worth  $37.90. 
Again,  that  a.s.mmes  one  barrel  produced 
and  sold  each  year. 

So  far,  so  good.  But,  what  if  manage- 
ment changes  its  mind?  What  if  it  de- 
cides next  year  to  produce  the  entire 
field?  In  that  case  the  present  value  of 
the  oil  is  $45.45,  not  $37.90.  The  com- 
pany's earnings  would  suddenly  jump  by 
the  difference,  or  $7. .55.  Nice  maneuver. 

Now  let's  l(K)k  at  that  S EC-decreed 
uniform  iliscouiit  rate  of  10%.  Finance 


experts  agree  an  asset's  discount  rate 
should  reflect  the  risk  of  recovering  the 
asset.  If  Peru,  say,  is  on  the  verge  of  civil 
war,  shouldn't  reserves  there  be  dis- 
counted more  than  reserves  in  Wyo- 
ming? Yes — but  under  the  RRA  proposal 
both  reserves  are  discounted  at  10%  an- 
nually. Wyoming  =  Peru. 

As  we  said,  most  accountants  favor  the 
idea  of  RRA.  What  scares  them  is  the 
inherent  imprecision  of  estimating  and 
valuating  reserves.  The  accountants  say 
the  SEC  went  too  far.  They  want  the 
reserve  information  that  was  disclosed  in 
the  footnotes,  not  reflected  in  the  P6cL 
and  balance  sheet.  What  s  the  differ- 
ence? Answers  PMM  s  Graese:  "Once 
you  crank  this  very  soft  information  into 
the  primary  financial  statements,  you 
lend  it  an  aura  of  precision  that  simply  is 
not  warranted.  " 

Isn  t  there  another  troublesome  ques- 
tion here?  What  about  the  SEC's  often 
proclaimed  support  of  the  FASB  as  final 
accounting  standards  arbiter?  Now  that 
the  SEC  has  overruled  FASB  Opinion 
19,  what  becomes  of  the  FASB? 

At  the  moment  no  one  knows.  FASB 
Chairman  Donald  Kirk  spoke  to  oil  in- 
dustry lawyers,  accountants  and  analysts 
last  month.  Some  members  of  the  audi- 
ence portrayed  him  as  emotionless  and 
careful  to  avoid  controversy.  An  FASB 
staffer  reports  that  the  Board  is  now  in 
the  throes  of  deciding  what  it  should,  or 
can,  do  with  Opinion  19. 

For  his  part,  SEC  Chairman  Williams, 
in  announcing  that  his  agency  was  over- 
ruling the  FASB,  reaffirmed  the  SEC's 
support  for  the  beleaguered  body. 

Says  Peat,  Marwick,  .Mitchell's 
Graese,  shaking  his  head:  "I  think  it's 
pretty  ironic  that  the  SEC  charged  the 
FASB  with  settling  on  a  single  account- 
ing method  and  then,  after  the  FASB  did 
that,  turned  around  and  allowed  both 
[full-cost  and  successful-elfbrts]  methods 
to  be  used. 

The  CPAs  face  still  another  worrisome 
prospect:  all  the  irate  stockholders  and 
malpractice  suits  that  will  surely  result 
from  the  freewheeling  art  of  estimating 
and  valuing  reserves. 

'Luckily  we  have  Statement  on  Audit- 
ing Standards  Nimiber  II,'  says  Laven- 
thol  &  Horwath  partner  Charles  Chazen, 
'which  sets  forth  our  rights  in  hiring  and 
using  specialists,  consulting  geologists  in 
this  case.  "  But  whether  judges  and  juries 
will  uphold  these  "rights " — which  is  to 
say,  shift  liability  from  CPAs  to  geolo- 
gists— ^is  anybody  s  guess. 

It  is  not  clear  that  the  SEC's  RRA  will 
ever  come  to  pass.  "You  know,  "  says 
DLJ's  Chalsty,  "the  SEC  is  putting 
together  an  advisor)  committee  to  help 
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If  your  loss  control  program 
isn't  really  working, 
that's  un-American. 

American  Mutual  helps  you  pinpoint  job  hazards,  promote  safe  practices, 
control  losses,  and  keep  premium  costs  down. 

We  keep  on  our  toes  -  wide-awake  to  your  safety  needs.  That's  the 
American  way,  the  American  Mutual  w^ay. 
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The  Numbers  Game 


them  get  this  thing  going.  My  guess  is 
that  that  committee  will  point  out  all 
the  difficulties  and  perhaps  convince  the 
commission  that  RRA  is  impractical.  " 

Maybe  the  SEC  cannot  legislate  good 
accounting  principles,  as  PMM's  Graese 
says,  but  obviously  it  can  legislate  high 


incomes  for  special  individuals.  What  is 
readiK  apparent  is  that  the  SEC  has 
made  the  nation's  petroleum  engineers 
into  hot  commodities.  "Oh  yes,  "  laughs 
SEC  staffer  James  Russell,  "they'll  have 
their  hands  and  their  pockets  full."  Who 
else  is  there  to  evaluate  petroleum  re- 


serves? For  a  fee  the  engineers  will  pro- 
vide this  service.  How  much  are  these 
fees?  Who  are  the  newly  rich  firms?  How 
do  the  CPAs  feel  about  their  new  bedfel- 
lows in  oil  and  gas  accounting?  For  the 
answers  to  these  questions,  please  see 
the  box  below.  ■ 


New  Federal  Subsidy 
For  Needy  Experts 


Hexrv  F.  Keplinger  of  Keplinger  &:  Associates  plans  to 
increase  his  staff  of  50  consulting  petroleum  engineers  by 
at  least  50%.  Raymond  Cruce,  president  of  Ryder  Scott 
Company  Petroleum  Engineers,  has  more  than  doubled 
his  professional  staff  in  the  last  five  years.  Robert  Gilmore, 
senior  chairman  of  DeGolyer  &  MacNaughton,  is  thinking 
of  going  public.  He's  joking— but  not  entirely. 

Keplinger,  Ryder  Scott  and  DeGolyer  are  three  of  the 
biggest  petroleum  engineering  firms  in  the  country — and 
as  they  say  in  Texas,  they're  in  hog  heaven  these  days.  The 
reason:  the  Securities  &  Exchange  Commission's  new 
ruling  on  oil-reserve  valuation. 

Like  lawyers  and  accountants,  they're  in  demand  be- 
cause of  government  regulations  that  only  they  have  the 
expertise  to  satisfy.  But  unlike  lawyers  and  CPAs,  their 
numbers  are  not  yet  legion.  Cruce  of  Ryder  Scott  esti- 
mates that  there  may  be 
only  200  professionals  in 
the  well-known  firms. 

Like  the  accounting 
profession  with  its  Big 
Eight  firms,  the  petro- 
leum engineers  are 
dominated  by  a  Big 
Six.  DeGolyer  &  Mac- 
Naughton (probable  rev- 
enues:  SIO  million)  is  the 

largest  and  best  known.  Houston's  Keplinger  and  Ryder 
Scott  are  not  far  behind.  The  remaining  three  are  smaller: 
Dallas  American  Exchange-traded  Core  Laboratories,  the 
only  public  company  in  the  group;  Sipes,  Williamson  & 
Aycock  of  Houston;  and  New  Orleans'  Atwater,  Carter, 
Miller  &  Heffner. 

A  petroleum  engineering  firm  works  the  way  a  law  or 
accounting  firm  does;  hires  its  engineers  out  at  S40  an 
hour  for  a  young  engineer  and  up  to  $90  an  hour  for  a 
seasoned  man  and  pays  them  a  salary,  usually  $20,000  to 
start  rising  over  the  years  to  $50,000-plus. 

It  takes  a  large  number  of  those  high-priced  hours  to 
estimate  a  cHent's  reserves.  .According  to  Sipes,  William- 
son &  Aycock's  President  Buddy  Sipes,  even  a  modestly 
endowed  company  like  Shenandoah  Oil  (revenues:  $37 
million)  will  shell  out  up  to  .$200,000  for  an  annual  audit. 
And  that's  a  bargain.  "An  audit  of  a  major  company,  "  says 
Sipes,  grinning  at  the  prospects,  "would  involve  an  astro- 
nomical amount  of  money."  Sipes,  by  the  way,  has  expec- 
tations that  the  SEC's  Reserve  Recognition  Accounting 
proposal  will  increase  the  petroleum  engineering  business 


. .  How  do  CPAs  look  upon  their  new  co- 
workers? There  is  no  professional  code  of 
ethics  among  the  petroleum  engineers,  so 
how  do  we  know  who  we  should  bring  into 
an  audit?'  worries  a  Big  Eight  partner . . 


substantially — 'by  two  to  four  times.  " 

To  a  man,  the  petroleum  engineers  say  they  will  be 
going  after  the  larger  oil  companies.  'The  small  compa- 
nies,' warns  one  firm's  president,  "are  going  to  find 
themselves  scratching  to  find  someone  to  do  their  work." 
That's  quite  an  irony  when  you  remember  it  was  the  small 
oil  and  gas  concerns  whose  political  muscle  was  probably 
instrumental  in  defeating  the  Financial  Accounting  Stan- 
dards Board  Opinion  19  (sec  main  story). 

What  does  this  new  professional  elite  do?  Quite  simply, 
the  engineers  estimate  the  reserves  contained  in  oil  or  gas 
wells— )10^  only  hotc  much  is  there  hut  how  produceahle  it 
is,  on  present  pricing  and  technology .  According  to  the 
Society  of  Petroleum  Engineers'  definition  of  "proved 
reserves'  it  is  the  "quantities  of  crude  oil,  natural  gas  and 
natural  gas  liquids  which  geological  and  engineering  data 
^^^^^^^^^^^^^^^^^^^  demonstrate  with  rea- 
sonable certainty  to  be 
recoverable  in  the  future 
from  known  oil  and  gas 
reserves.  " 

How  do  the  CPAs  look 
upon  their  new  co-work- 
ers? With  thinly  veiled 
anxiety.  "There  is  no 
professional  code  of  eth- 
ics among  the  petroleum 
engineers,  so  how  do  we  know  who  we  should  bring  into 
an  audit?"  worries  one  Big  Eight  partner.  Frets  another: 
"My  concern  is  that  geology-  itself  does  not  have  the 
technology  to  estimate  reserves  as  accurately  as  financial 
statement  users  may  e.xpect  us  to.' 

With  that  even  the  engineers  agree:  All  estimates,  " 
confides  DeGolyer  &  MacNaughton's  Gilmore,  "have  a 
10%  to  15%  margin  for  error.  " 

Of  course,  instant  wealth  generally  brings  with  it  instant 
headaches.  One  headache  ven,  much  on  the  engineers' 
minds:  lawsuits.  Says  Buddy  Sipes:  "One  of  the  first 
considerations  before  we  take  on  any  of  these  [SEC- 
induced]  jobs  is  will  it  beget  some  liability  insurance. 
Right  now  we're  not  covered.  Of  course,  that  could  in- 
crease our  fees  greatly.  " 

All  these  costs,  of  course,  are  eventually  passed  on  to 
consumers.  There  is  a  simple  law  at  work  here:  The  more 
government  regulation  we  have,  the  more  inflation.  But, 
on  the  other  hand,  take  a  look  at  all  those  new  high-paying 
jobs — in  law.  in  accounting  and,  now,  also  in  petroleum 
engineering. 


The  ecstasij  and  the  agony  of  the  fight  against  time  at  Seic  York  s  85-year-ol(l  MeBiirney  YMCA. 

One  out  of  every  20  Americans  is  a  dues-paying  constituent  of  some  gym,  health  club  or  spa. 


irror,  Mirror,  On  The  Wall 

Narcissism  and  health  worries  drive  3  million  Americans 
a  year  to  shell  out  big  money  for  health  spa  memberships. 
But  you  can't  improve  muscle  tone  merely  by  signing  a  check. 


By  JAMES  O'HANLON 

Your  cab  pulls  up  before  a  glimmering 
marble-columned  facade  in  mid-Manhat- 
tan, its  louvered  elliptic  windows  plas- 
tered with  seasonal  "special  rate"  offers, 
the  sidewalk  in  front  carpeted  with  plas- 
tic grass.  Inside.  \()u  pass  through  a 
plush  anteroom  Rill  of  loimging  starlets 
and  unemploNed  movie  producer  types, 
their  circulatory  systems  humming  from 
recent  exertions.  You  hurry  past  the 
juice  and  salad  bar  and  smile  at  the  half- 
clad  angelface  who  checks  your  ID  card. 
Then,  it's  down  a  spiral  staircase  into  a 
humid  chamber  filled  with  low-slung  50- 
year-old  garment  industry'  barons  and 
sinewy,  cigar-ad  heroes  slamming  locker 
doors,  lining  up  for  the  blow-dryer,  try- 
ing to  put  their  socks  on  without  getting 
their  feet  wet. 

Later,  dressed  in  T-shirt  and  shorts, 
you  join  a  mirrored  room  full  of  perspir- 
ing lawyers,  budding  opera  singers  and 
slenderized  divorce'es  all  wariK  circling 
six  or  seven  torturous-looking  contrap- 
tions of  gear,  pulley  and  chain  in  which  a 
number  of  people  appear  to  be  strug- 
gling for  their  lives. 

No,  this  isn't  a  late  supper-caused 
nightmare.  This  is  the  Manhattan  health 
club  that  you  paid  $395  to  join.  Like  the 
})udding  vice  presidents  working  out  on 


the  lat  machiiies  and  the  henna-haired 
disco  (jueen  jogging  on  the  computer- 
ized treadmill,  \  ou  re  doing  this  because 
it's  1978  and  you  think  the  shape  of  your 
body  is  as  important  after  dark  as  your 
business  card  is  in  the  afternoon. 

Besides,  you've  been  bombarded  in 
recent  years  by  televised  warnings  that 
physical  fitness  is  this  generation  s  onl\ 
chance  to  avoid  the  unsa\'ory  fate  of  its 
ancestors — a  long  period  of  relative  unat- 
tractiveness  followed  by  a  complete  loss 
of  dy  namism. 

Thanks  largely  to  the.se  psychological 
pressures  (rather  than  any  urgent  signals 
from  your  lollygagging  musculature  it- 
self) the  body-shaping  business  in  the 
U.S.  is  booming  as  never  before.  0\er 
3,000  gyms,  figure  salons  and  luxur\ 
health  spas  currently  gross  some  8400 
million  a  year  in  membership  fees  alone. 
Some  are  grunt-and-groan  throwbacks  fit 
only  for  barbell  believers  who  want  bi- 
ceps like  Arnold  Schwarzenegger  s. 
Some  are  dainty  touch-your-toes  studios 
where  leotarded  grandmothers  twist  and 
shout  to  Rachmaninoff  between  hair- 
dresser appointments  and  Bonwit  Teller. 

Even  the  venerable  YMCA  has  gone 
coed  and  undergone  an  unprecedented 
45%  membership  surge  in  the  last  ten 
years.  Since  1968  the  1,803  national  Ys 
have  topped  9  million  members,  while 


its  hard  core  of  handball  pilgrims  has 
slow  ly  given  way  to  a  new  wave  of  aikido 
experts  and  joggers  {see  box.  p.  98). 

But  the  most  obtrusive  part  of  the 
perspiration  renaissance  has  been  the 
luxury  spa  complete  with  50-foot  swim- 
ming pool,  don  t-touch-me-unless-you- 
love-me  whirlpool  bath,  steam  room, 
sauna  and  shiny  exercise  equipment  that 
you  can  t  drop  on  your  foot.  There  are 
probably  more  than  3  million  Americans 
paying  membership  dues  to  the  new 
commercial  health  spas.  At  least  half  of 
them  belong  to  well-advertised  chains 
like  the  16-outlet  Jack  LaLanne  chain  in 
New  York  and  the  200.000-member,  30- 
outlet  Jack  LaLanne  European  Health 
Spa  chain  in  southern  California  (unre- 
lated except  for  the  use  of  Jack  La- 
Lanne s  name,  for  which  he  is  paid  a 
percentage  of  the  gross). 

If  3  million  members  in  3,000  clubs 
sounds  crow  ded,  don't  worry.  They  re 
not  climbing  over  each  other  in  the 
showers.  According  to  Federal  Trade 
Commission  evidence,  75%  of  those  who 
pay  membership  fees  to  health  spas — an 
average  of  8300  a  year  in  New  York  City 
and  at  least  8225  nationwide — never  use 
the  facilities  after  the  first  three  weeks  of 
membership.  It's  that  very  predictable 
statistic,  in  fact,  that  makes  running  a 
health  club  possible.  In  Texas  recently .  a 
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shaping  up  in  Itixury 


A  $300-a-year  alternative  to  jogging. 

small  chain  sold  so  many  memberships 
so  cheap — some  as  low  as  S50 — that  it 
( ouldn't  handle  the  customers  who  actu- 
all\-  showed  up  to  use  the  facilities.  The 
(  hain  has  been  closed  by  the  Texas  attor- 
ney general's  office  and  forced  to  pa\' 
hack  $40,000  in  membership  fees. 

In  southern  California,  the  Jack  La- 
Lanne  European  Health  Spa  chain  says 
it  "works  out"  12,000  to  15,000  of  its 
200,000  members  a  day.  Figure  it  out: 
The  numbers  suggest  that  the  average 
health  club  member  shows  up  only  twice 
a  month — hardly  enough  to  strain  the 
facilities  and  a  far  cry  from  the  three 
visits  per  week  that  are  supposed  to  be 
good  for  you. 

If  there  seems  to  be  a  familiar  ring  to 
all  this  among  health  club  bufis,  what 
about  this  nostalgic  note?  Like  Carmen 
liaratta,  44,  president  of  Jack  LaLanne's 
l.iiropean  Health  Spas,*  some  of  the 
new  chain's  top  executives  are  former 
employees  of  the  ill-fated  Vic  Tanny 
Health  Club  chain.  The  first  modern  spa 
operation,  Vic  Tanny  went  bankrupt  in 
1961,  leaving  thousands  of  $395  lifetime 
members  with  onl\  their  contracts  to  rip 
up  to  prevent  bicep  atrophy. 

In  New  York,  46-year-old  Harry 
Schwartz,  majority  owner  of  the  $12- 
mil!ion-a-year  Jack  LaLanne  chain,  is 
also  a  former  Vic  Tanny  executive.  In 
(Chicago,  iron-pumping  Tanny  veteran, 
Don  Wildman,  45,  heads  the  19-club 
Chicago  Health  Club  chain,  part  of  the 
130  health  club  system  owned  by  Bever- 
ly Hills-based  Health  &  Tennis  Corp. 

Wildman  and  his  associates  in  $58- 
million  (revenues)  privately  owned 
Health  &  Tennis  Corp.  operate  ten  of 


''\(>f  to  he  confused  with  the  140  [■'.uropcan 
llidlth  Spas  operated  by  Baltimore-based 
lli  alth  huhistries.  Inc. 


the  remaining  Vic  Tanny  clubs  around 
the  U.S.,  purchased  from  creditors  for 
$750,000  in  the  mid-Sixties.  They  also 
run  14  Holiday  Health  Clubs  in  Califor- 
nia and  17  President  s-First  Lady  Health 
Clubs  in  Texas.  Says  Wildman:  "We 
shoot  for  5%  net  profit  margins.  " 

According  to  Wildman,  the  trouble 
with  the  old  Vic  Tanny  chain  was  the 
onetime  charge.  "They  couldn't  cover 
their  overhead  because  they  charged 
people  $395  for  lifetime  memberships — 
when  they  could  have  gotten  $300  a 
year.  Today  this  is  a  different  business; 
70%  of  our  customers  sign  second-year 
contracts.  (Since  the  figures  show  that 
most  members  use  the  facilities  sparing- 
ly at  best,  one  must  conclude  that  many 
people  consider  the  mere  signing  of  a 
contract  to  be  beneficial  to  their  health.) 

But  even  when  used  by  only  25%  of  its 
clients,  a  modern  health  spa  can  quickly 
become  filled  to  capacity.  The  lifeguard 
at  one  recently  opened  East  Coast  health 
club  told  FORBES;  "People  are  already 
beginning  to  complain  that  the  pool  is 
too  crowded.  Men  come  in  to  swim  laps, 
but  they  can't  do  it  because  the  other 
swimmers  are  too  slow  or  just  wading 
around.  ' 

Thus,  spa  chains  almost  inevitably 
must  keep  opening  new  facilities.  For 
example,  Iranian-born  apartment-house 
builder  Fraydun  (Fred)  Manocherian, 
46,  has  just  spent  $1.5  million  converting 
an  old  midtown  Manhattan  YWCA  into 
the  latest  of  his  four  posh  New  York 
Health  &  Raccjuet  Clubs — a  luxury  chain 
whose  membership  includes  Diane  Kea- 
ton  and  Dustin  Hoflman.  Is  Manocher- 
ian making  an\'  money?  The  swarthy 
builder  shakes  his  head  impatiently. 
"Maybe  someday,  "  he  says,  "but  for  now 
we're  putting  it  all  into  building  new 
clubs  for  our  members.  We  already  have 
four  more  clubs  planned  for  Manhattan, 
two  of  them  on  the  West  Side.'  Of 
course,  as  every  spa  builder  knows,  ev- 
ery cent  from  operating  earnings  stashed 
into  the  construction  of  a  new  spa  is  a 
cent  shielded  from  income  taxes. 

If  on  the  face  of  it  the  business  sounds 
almost  sinfully  profitable,  the  fact  is  that 
the  costs  are  high.  In  New  York  City  a 
club  might  spend  $50,000  a  year  in  elec- 
tricity bills,  $150,000  for  service  person- 
nel (New  York  Health  &  Raccjuet  Club 
spends  $250,000  per  club)  and  up  to  $8  a 
square  foot  in  rental  fees.  On  top  of  that, 
bad  debt  losses  go  as  high  as  15%  of 
revenues  while  advertising  and  promo- 
tion expenses  range  from  10%  to  40%. 
"It's  an  advertising  business,  "  says  one 
accountant  familiar  with  spa  bookkeep- 
ing. "Advertising  is  their  only  sure  meth- 
od of  attracting  new  customers.  "  To  pull 
in  a  steady  trickle  of  new  memberships, 
especially  in  the  summer  off-season, 
chains  run  expensive  television  and 
newspaper  ads  daily.  In  fact,  one  of  the 
reasons  that  spas  rush  to  build  (or  l(\ise) 


new  facilities  in  the  same  general  area  is 
the  cost  savings  they  get  by  spreading 
out  their  ad  expenses. 

But  in  order  to  pin  down  the  custom- 
ers the  advertising  attracts,  spa  sales- 
people sometimes  get  carried  away.  Ac- 
cording to  evidence  accumulated  by  the 
Federal  Trade  Commission,  the  business 
is  rife  with  misleading  sales  practices, 
high-pressure  tactics  and  unfair  contract 
cancellation  policies  (see  box,  p.  98). 

The  findings,  developed  in  FTC  hear- 
ings last  year,  could  have  serious  conse- 
quences for  the  health  spa  industry.  For 
example,  proposed  FTC  rules  for  mem- 
berships would  include  a  pro  rata  pay- 
back of  the  unused  portion  of  a  member's 
fee  any  time  the  member  chooses — tmi- 
laterally — to  cancel  a  contract. 

Spa  officials  say  the  FTC  proposals  are 
aimed  at  practices  that  the  industry  itself 
discarded  long  ago.  "We  allow  72  hours 
for  a  new  member  to  withdraw,"  says 
Fred  Manocherian.  "And  we  always 
have  since  the  New  York  Health  &  Rac- 
quet Club  began  in  1973.  "  Says  Jerry 
Traubman  of  Jack  LaLanne's  European 
Health  Spas:  "We  allow  automatic  pro 
rata  cancellation  of  any  contract  for  any 
documented  medical  reason." 

Still,  the  spa  chains  don't  make  it  easy 
to  drop  out  for  reasons  other  than  that. 
Memberships  of  pregnant  women,  for 
example,  are  often  "frozen  "  until  they 
are  able  to  work  out  again.  And  the 
bigger  chains,  says  one  FTC  official,  of- 
ten have  the  most  restrictive  contract 
policies. 

There's  a  reason  for  that:  To  get  the 
cash  to  operate  and  expand,  some  spa 
chains  sell  up  to  80%  of  their  member- 
ship contracts  to  banks,  factors  or  collec- 
tion agencies  for  65%  to  80%  of  face 
value.  "That's  the  only  way  we  can  fi- 
nance a  $300-a-year  membership  plan 


The  pool  at  a  New  York  Health  Club 
iVIirrors,  plants,  pleasant  company. 


Baits  And  Switches 


The  first  thing  you  should  ask  yourself  before  joining  a 
health  club  is:  Will  I  really  use  the  facilities  regularly? 
But.  even  if  you  decide  "yes,  there  are  further  cautions. 
Judging  by  a  current  Federal  Trade  Commission  state- 
ment, customers  should  read  the  fine  print  in  health  club 
contracts  and  watch  out  for  these  common  questionable 
practices: 

•  Discounts  may  be  offered  from  nonexistent  "normal" 
prices  or  upcoming  "winter"  rates. 

•  High  pressure  sales  tactics  are  often  used,  including 
relay  teams  of  salespeople  and  refusal  to  allow  customers 
to  take  the  contract  home  for  closer  examination. 

•  "Trained  instnictors"  and  "dieticians  '  who  are  adver- 
tised are  often  only  role-playing  sales  personnel. 

•  Worthless  weight  loss  and  figure  reduction  guaran- 
tees may  be  made. 

•  Customers  who  sign  preopening  contracts  often  are 


forced  to  pay  for  undelivered  spa  services  because  their 
contracts  are  sold  to  collection  agencies. 

•  Installment  payments  are  often  expected  to  continue 
even  when  memberships  are  "fi^ozen"  for  health  reasons, 
such  as  pregnancy  or  illness. 

•  Assurances  of  cures  for  ailments  ranging  fi-om  arthri- 
tis to  heart  conditions  are  sometimes  made  to  prospective 
customers  by  unqualified  salespeople. 

•  Sales  presentations  to  customers  by  health  spa  em- 
ployees often  misrepresent  the  buyers'  cancellation  rights. 
For  example:  A  customer  may  be  told  that  contract  cancel- 
lation with  no  questions  asked  will  be  allowed  at  any  time 
within  three  days  of  signing.  Then  the  customer  finds  he 
can't  get  out  of  the  contract  that  easily. 

•  Memberships  are  often  sold  on  a  "limited"  or  "exclu- 
sive "  basis  when  facilities  are  actualK'  overcrowded  and 
poorly  maintained. 


over  an  extended  period  of  installment 
payments,"  says  one  executive.  Since 
the  health  clubs  are  so  dependent  on  the 
negotiability  of  their  contracts,  the 
FTC  s  proposed  unilateral  contract  can- 


cellation rule  could  be  critical.  "If  our 
contracts  can  be  canceled  so  easily,"  says 
Jerry  Traubman  of  the  southern  Califor- 
nia-based Jack  LaLanne  chain,  "who  will 
buy  them?" 


As  it  is,  some  health  spa  chains  are 
already  breathing  hard.  Take  U.S.  In- 
dustries' 80%-ow7ied  Health  Industries, 
Inc.,  which  had  total  revenues  of  S47 
million  in  1977,  down  4%  from  1976. 


Still  The  Champ 


Maybe  some  people's  idea  of  a  good  place  to  work  up  a 
sweat  is  a  carpeted  luxury  spa  with  floor- to-ceiling  mirrors 
and  potted  palm  trees.  But  three  times  as  many  Ameri- 
cans (over  9  million)  still  prefer  to  do  their  sit-ups  where 
their  fathers  did  theirs — at  the  local  YMCA. 

There  are  over  1,800  independent  YMCAs  in  the  U.S., 
all  confederated  into  the  New  York  City-based  National 
Council  of  the  Young  Men's  Christian  Associations  of  the 
United  States.  Combined  assets:  $1  billion.  Together  last 
year  their  revenues  topped  $414  milUon  (including  $36 
million  in  federal  grants)  compared  with  S234  million 
(without  grants)  ten  years  ago.  That's  growth  of  about  5% 
per  year  compounded.  Not  sensational.  But  not  bad.  Last 
year's  revenues  produced  a  87 
million  operating  surplus — the 
nonprofit  YMCAs  first  such  sur- 
plus in  several  years — which  the 
National  Council  says  will  be  put 
to  use  modernizing  and  building 
facilities. 

It  shouldn't  surprise  anyone 
that  the  old  standby  YMCA  is  still 
so  popular.  For  an  average  S150 
membership  fee  which  varies  by 
age  groups  (compared  with  a  S300- 
a-year  fee  for  luxury  spas),  a  worn- 
looking  pre-World  War  Il-built 
big-city  Y  has  a  lot  to  offer.  Sure, 
they  still  have  their  complement 
of  thick-shouldered,  gnomelike 
regulars  swatting  handballs  well 
into  their  bowlegged  sixties.  And 
the  sweet  aroma  of  honest  perspi- 
ration still  clings  to  the  leather 
punching  bags  and  the  70-y  ear-old 
wainscoting  in  the  honeycombed 
handball  courts  and  wTestling 
rooms.  Still,  few  places  outside  a 
big  university  can  match  their 


Joggers  at  the  YMCA 


Not  pretty,  but  functional 


Olympic-size  pools,  the  fijll  basketball  courts,  the  weight- 
lifting  equipment  and  boxing  gear,  the  suspended  indoor 
running  tracks  and  their  staffs  of  gymnastic  coaches,  judo 
experts  and  fencing  masters. 

The  physical  fitness  boom  and  a  mid-Sixties  s^Aitch  to 
coed  operations  in  some  facilities  have  hiked  total  YMC.\ 
membership  45%  since  1967.  Ironically,  membership  at 
the  YVV'CA — the  Young  Women  s  Christian  Association — 
has  barely  improved  over  the  last  decade,  hovering 
around  the  2.5  million  mark  since  1971.  The  problem 
seems  to  be  that  a  young  woman  these  days  would  rather 
share  an  apartment  with  another  woman  or  move  in  with  a 
man  than  take  a  room  at  die  Y.  In  Manhattan  alone,  for 
that  reason  plus  security  problems 
and  rising  costs,  two  out  of  three 
major  ^'WCA  facilities  have  been 
closed  in  recent  years. 

Both  Ys,  however,  are  having  to 
learn  about  modem  marketing.  In 
the  old  days,  most  members  paid  a 
basic  fee  and  used  the  weights  and 
medicine  balls  and  the  running 
tracks  and  the  swimming  pools  at 
their  own  paces.  But  today  the 
trend  is  toward  special  activity 
programs  with  individual  fees  of 
S30  to  SIOO.  The  new  breed  of  Y 
member  signs  up  for  everything 
fi-om  Chinese  cooking  to  judo, 
from  skin  diving  to  coronary  risk 
analyses.  This  trend,  says  the 
YMCA  National  Council,  "raises 
basic  questions  about  what  kind  of 
organization  the  YMCA  uishes  to 
be.  But  in  the  end  the  Ys  can 
survive  and  prosper  only  if  they 
give  the  pubhc  what  the  public 
wants  rather  than  what  the  Ys 
want  to  give  the  pubUc.  — J.O'H. 
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Major  equipment  leasing... 

The  answer  is\fes. 


Yes. 


We  can  handle  major  equipment  leasing 
in  just  about  any  field  you  can  name: 
computers,  medical  equipment;  mining, 
oil  drilling,  and  construction  equipment; 

Yes. 


transportation  containers,  railroad 
rolling  stock;  and  of  course,  anything 
that  flies— executive  jets  to  DC-lOs. 


You'll  be  working  with  a  thoroughly 
qualified  financial  consultant,  from 
your  first  contact  with  us  right  through 
the  life  of  the  lease.  An  individual  with 
a  strong  financial  background,  including 

Yes. 


the  tax  aspects  of  leasing.  A  person  with 
a  thorough  knowledge  of  your  business 
or  industry,  and  the  equipment  to  be 
financed. 


You  can  expect  our  response  quickly. 
Usually  within  24  hours. 

Yes. 


We'll  wrap  up  the  transaction  quickly  and 
simply.  Because  we  develop  information 
on  our  own  computerized  lease  analysis 
system.  And  since  we're  our  own  pri- 

Yes. 


mary  source  of  capital,  the  approval 
process  is  direct  and  efficient,  without 
third  party  considerations. 


You  can  put  our  money  where  your 
need  is.  Wherever  your  business  calls 
for  major  equipment  leasing,  you're  just 
a  phone  call  away  from  the  Yes  People  at 
McDonnell  Douglas  Finance  Corporation. 


And  the  money  help  you  need.  Call  us 
in  Long  Beach  at  (213)  593-8471.  Or  write 
MDFC,  3855  Lakewood  Blvd.,  Long 
Beach,  CA  90846. 


THE  YES  PEOPLE 

MC  DOM  hi  ELL.  DOUGLAS  FINANCE  COFtfOft/X  TIOI^ 


a  tuBiitMAHt  Of  MVCOO/WA/EI-l.  DOUGt-A 


your  service  is  special, 
at  any  hour. 


You  can  enjoy  a  superb  meal  or  a  delicious  snack  at  any 
hour  at  The  Ritz  in  Chicago.  Either  in  the  delightful 
'"sidetvalk"  Cafe  that  is  twelve  floors  up,  or  from  the  round- 
the-clock  room  service.  There  is  a  concierge,  of  course,  to 
give  you  prompt  attention  on  travel  reservations, 
theater  or  sports  tickets,  limousine  sefvice,  virtually 
anything  you  need.  There's  no  end  to  the  pleasant 
discoveries  you'll  make  at  The  Ritz! 


THE  RITZ- CARLTON 

CHICAGO 

at  Water  Tower  Place 

A  FourSeasonsHotel 

Call  800-62 1 -6'^*ll^  or  ?i:-266-IOO(> 


After  operating  expenses  of  $17.9  mil- 
lion, advertisinti  expenses  of  S12.8  mil- 
lion, a  S2.5  million  bad  debt  reser\e  and 
S13  million  for  administrative  and  adver- 
tising costs.  Health  Industries  shoued  a 
S46,(XX)  loss  for  the  \ear.  But  that  was  a 
big  improvement  over  1976.  when 
Health  Industries  lost  over  S3  million. 
Of  course,  since  health  spas  show  mem- 
bership fees  a.s  earned  revenues  on  a  pro 
rata  basis  over  the  life  of  the  member- 
ship, some  of  that  damage  was  done 
during  the  last  recession.  Nevertheless, 
new  memberships  have  declined  in  four 
out  of  the  last  five  \  ears  at  Health  Indus- 
tries spas  and  cancellations  have  been 
wa\  up  since  197.5. 

But  to  hear  the  big  private  operators 
talk,  the  bloom  is  for  from  off  the  rose. 
There  s  no  end  to  this  business,  savs 


Musclin<i  up  (It  Jack  LaLanm  s 
As  big  as  MacDonald's? 

Barr\  Flickstein  of  the  New  York  Jack 
LaLanne  chain.  ""W'e  could  build  .50 
clubs  in  New  York  if  we  had  the  mone\  . 
Enthuses  Chicago  Health  Club  s  Don 
W'ildman;  This  business  could  be  as  big 
as  McDonald  s. 

.\Ia\be  so.  But  what  happens  when 
people  Tjegin  to  realize  that  the\  can  t 
derive  much  benefit  from  facilities  they 
don  t  really  use?  Lcxiking  at  what  has 
happened  in  recent  \ears  to  a  longer- 
established  chain — Health  Industries 
European  Health  Spas — it  appears  that 
familiarity  breeds  discontent  bet\veen 
health  spas  and  their  customers.  Can  the 
business  realK  c-ontinue  to  prosper  on 
the  short-tenn  memberships  of  a  small 
hard  core  who  work  out  regularK  ?  Strip 
away  the  high-pressure  advertising  and 
\  ou  come  doun  to  an  uncomfortable  fact: 
To  most  people  exercise  without  sport  is 
reallv  tedious.  ■ 
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WE  FOUND  ONE 
THAT  WORKED  FOR  US. 


There's  a  striking  circular  similarity  in  ever^lhing  we  make  and  sell. 

Because  you'll  find  wheels  on  and  in  our  Kenworth  and  Peterbilt  tmcks, 
our  PCF  railroad  cars,  our  surface  and  underground  mining  vehicles  from  Dart  and 
Wagner  Mining  Equipment,  and  our  Carco,  Geamiatic,  and  Braden  winches. 

Together,  they  rolled  up  $1.4  billion  in  sales  last  yeai: 

Sometimes  the  simplest  ideas  work  best. 


RACD1R 


For  a  mpy  of  our  annual  report,  write  PACCAR  Inc,  Box  1518,  Bellevue,  Washington  98009 


Statistical  Spotlight 


Thank  You,  ERISA:  Thank  You,  May  Day 


Invkstors  have  taken  heart  again  with 
the  Dow  Jones  industrials  having 
smashed  through  the  900  h-vel  on  big 
vokime,  hut  the  truth  is  that  the  DjI  has 
been  only  a  sideshow  this  year.  This 
bellwether  index  has  climbed  about  22% 
from  its  1978  low,  but  it  has  gained 
scarcely  any  ground  over  a  12-month 
period. 

The  more  broadly  based  indices  tell 
the  story.  The  value  line  index  of  1,691 
stocks  (the  DJI  contains  30)  is  up  27% 
over  those  same  12  months,  when  the 
DJI  was  moving  sideways.  Meanwhile, 
more  than  300  stocks  (of  whicli  85  an' 
listed  below)  have  at  least  doubled  over 
the  same  period. 

What's  going  on  here?  In  part,  some  of 
the  same  factors  that  caused  the  market 
to  go  bad  in  the  early  Seventies  are  now 


shifting  the  action  to  a  different  set  of 
stocks.  Brokerage  commissions,  for  ex- 
ample: "1  recently  did  a  trade  in  a  big 
block  of  Xerox;  I  killed  myself  for  10 
cents  a  share,  "  complain.s^  a  broker.  The 
unfixing  of  commissions  has  made  it 
much  less  profitable  for  brokerage  firms 
to  do  business  in  big  blocks  of  the  Dow- 
type  stocks,  but  there  is  still  good  com- 
mission money  in  trading  smaller  listed 
stocks  and  potentialK'  more  money  in 
over-the-counter  stocks.  SuddenK  Wall 
Street  loves  little  companies  again. 

But  it  could  well  be  that  the  Employee 
Retirement  Income  Security  Act  is  the 
biggest  factor  in  the  shift  of  action.  It  was 
at  first  feared  that  ERISA  would  encour- 
age the  big  investing  institutions  to  stick 
"prudentK  with  big  growth  stocks.  But 
smaller  businesses  began  to  complain 


and,  picking  up  their  lament,  Texas  Sen- 
ator Lloyd  Bentsen  declared  that  pru- 
dence might  suggest  more  investment 
by  institutions  in  small  companies,  even 
if  the  government  had  to  offer  insurance 
against  lawsuits  to  encourage  them  to  do 
so.  Spurred  by  unusually  attractive  stock 
prices,  the  institutions  jumped  in. 

A  few  years  ago  giant  Morgan  Guaran- 
ty had  only  $730  million  in  small  and 
medium-size  companies;  today  it  has 
over  $2  billion.  Citibank  and  Chase 
Manhattan  have  followed  similar  paths. 

Suddenly  everybody  wants  to  get  into 
the  act  and  own  smaller  companies. 
Those  who  got  in  early  have  already 
reaped  rich  rewards.  The  latecomers 
may  well  wind  up  taking  the  risks  and 
the  lumps.  It's  always  that  way  in  the 
stock  market.  ■ 


The  Hot  Small  Stocks 

Here  are  85  stocks — culled  from  several  hundred — that  have  more  than  doubled  in  a  year. 
They  are  not  the  giants  of  industry,  but  these  stocks  have  clearly  outperformed  the  averages. 


% 

Latest 

Increase 

12  Month 

Over 

Earnings 

Price/ 

Price  to 

Prior 

Recent 

5  Year 

Per 

Earnings 

Common 

Company 

Year 

Price 

Price  Range 

Share 

Ratio 

Equitytt 

Major  Industry 

New  York  Stock  Exchange 

NYSE  Composite 

9.8% 

Storage  Technology 

351.7 

33% 

35%- 

2y2 

$1.53 

22 

555% 

Computer 

Caesars  World 

340.0 

41 

5oy2- 

2% 

1.28 

32 

539 

Leisure 

Diversified  Mortgage 

318.2 

5% 

29%- 

0.29 

20 

71 

Real  Estate  Inv.  Trust 

Prime  Computer 

296.5 

42% 

44%- 

% 

1.08 

39 

243 

Computer 

Applied  Magnetics 

290.5 

loy. 

10%- 

% 

0.46 

22 

234 

Computer  Leasing 

Seaboard  World  Airlines 

263.3 

13% 

14%- 

2 

2.49 

5 

135 

Air  Freight 

Playboy  Enterprises 

260.7 

27y2 

32%- 

2 

0.65 

42 

287 

Leisure 

State  Mutual  Investors 

258.3 

5% 

28  - 

% 

1.16 

5 

68 

Real  Estate  Inv.  Trust 

CLC  of  America 

224.2 

13% 

i5y2- 

2% 

-0.09 

186 

Freight  Handling 

SCOA  Industries 

200.3 

34y4 

34%- 

3% 

3.50 

10 

223 

Footwear 

Telex 

200.0 

8% 

9  - 

% 

0.48 

17 

360 

Computer 

SPS  Technologies 

188.7 

22% 

23%- 

5 

1.05 

21 

139 

Light  Machinery 

Tandycrafts 

185.5 

29% 

30%- 

9% 

2.27 

13 

267 

Leisure 

Servomation* 

181.9 

48% 

49y4- 

5% 

3.57 

14 

206 

Vending  Machines 

Cadence  Industries 

180.0 

ioy2 

13%- 

1% 

2.18 

5 

42 

Publishing 

Simmonds  Precision 

178.7 

16% 

16%- 

2% 

1.28 

13 

205 

Aerospace 

AMREP 

178.6 

4% 

i4y2- 

1% 

Nil 

42 

Real  Estate 

Intercontinental  Div. 

178.3 

24 

26%- 

3% 

2.27 

11 

59 

Real  Estate 

Cousins  Mortgage 

175.0 

4% 

23%- 

1 

0.28 

15 

607 

Real  Estate  Inv.  Trust 

Diversified  Industries 

175.0 

2% 

3V2- 

1 

-0.55 

91 

Metal  Refining 

Leeds  &  Northrup*  • 

171.5 

41% 

44  - 

4% 

2.76 

15 

242 

Electrical  Equipment 

Horizon  Corp. 

169.2 

4% 

15%- 

1% 

-0.35 

48 

Real  Estate 

American  Stock  Exchange 

Amex  Index 

43.6% 

Computer  Investors  Group 

513.3 

5% 

8%- 

% 

-2.52 

975 

Computer  Leasing 

Nortek 

454.2 

16% 

17  - 

1% 

0.63 

26 

146 

Real  Estate 

Resorts  International 

452.5 

iioyi 

120%- 

1 

3.20 

35 

571 

Leisure 

Integrated  Resources 

425.0 

ioy2 

12%- 

% 

0.60 

18 

119 

Finance 

NM  Not  meaningful.   'Merger  pending.  tApproved  for  NYSE  listing.   ttSource:  Media  General. 
Note:  List  includes  companies  with  minimum  total  capital  of  $20  million  and  maximum  of  $150  million. 
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Think  of  us  as 
an  uncommon  companj^ 

Basicall)^ 


We're  dedicated  to  breeding  employee 
dissatisfaction  with  the  status  quo  □ 
our  unusual  in-house 
"college"  and  our  ad- 
vanced professional  , 


development  pro- 
grams at  leading 
universities  recog- 
nize that  mind- 
stretching  stimu- 
lation is  pivotal  to 
the  development  of 
motivation,confidence, 
drive,  and  creativity 
the  intangibles  that 
feed  personal  growth,  success,  and 
advancement  □  basic  factors  in 
our  continuing  global  progress. 


'of,  ' 


EMHART 

For  more  information,  Write  V.P.  Public  Relations, 
P.O.  Box  2730,  Hartford,  Connecticut  06101 


Statistical  Spotlight 


% 

Latest 

Increase 

12  Month 

Over 

Earnings 

Price/ 

Price  to 

rnor 

Recent 

5  Year 

Per 

Earnings 

Common 

Company 

Year 

Price 

Price  Range 

Share 

Ratio 

Equitytt 

Major  Industry 

Royal  Palm  Beach  Colony 

D 

6%- 

% 

All 

U.1 1 

33 

141 

rieai  estate 

cnarter  ivieciicai 

o/U.U 

3OV2- 

1% 

Q 

134 

neaitn  services 

Landmark  Land 

03/ 

9%- 

1% 

ill 

1.11 

1D0 

Keal  estate 

^Ifi  7 

O  1  o>  / 

16%- 

2% 

*fO 

Q9fi 

v^ompuier 

La  Quinta  Motor  Inns 

310.3 

35 

36%- 

1% 

2.02 

17 

510 

Hotel/Motel 

American  Agronomics 

oUU.U 

i  A 

16%- 

1% 

i  1  C 

1  .To 

Q 

9 

OQO 

Zoo 

neai  estate 

Documation 

OA3/ 

31  - 

6% 

1  ilO 

Of 
^1 

441 

Computer 

iMumac  uii  o(  uas,  Lia. 

OOQ  O 

OA1/ 

2072- 

3% 

A  m 

oc 
ZD 

ceo 
DDo 

Energy 

Dairy,  n  u 

C.V*T.  1 

1Q 

20  - 

3% 

1  d7 

1^ 

9nQ 

ZU9 

rouiwcar 

Punta  Gorda  Isles 

244.4 

11% 

12%- 

1% 

0.81 

14 

142 

Real  Estate 

Anglo  Company,  Ltd. 

10/4 

16%- 

1% 

\  .49 

1 1 

OQO 
Z9/ 

Contract  Drilling 

iving  Kaaio 

OQ5/ 

30%- 

6% 

0  ^A 

i  A 
lU 

l94 

Electronics 

VjUilTura  nrllllS 

13/4 

21%- 

1% 

c;  RO 

A 
*» 

1  Aft 
I40 

Textiles 

Mr^crtitalitu  lUlntTtr  Innc 

221.2 

/2 

35%- 

3% 

n  fi9 

107 

R  H  Medical  Services 

221.1 

1374 

15  - 

1 

1.46 

9 

133 

Health  Services 

Midland  Company 

£.lo.Z. 

1  01/. 

17%- 

2% 

1  C7 
1 .3/ 

0 
0 

OQ 

/o 

Finance 

Teleflex 

OC1/ 

27%- 

2% 

1 .09 

1  Q 

Z49 

Electronics 

reoDie  Deacn 

Z  lo.  1 

•H  78 

45%- 

6% 

1R 

ORR 
ZDD 

neai  csiaie 

mi  luai  II 

208.8 

66 

71%- 

11% 

2.20 

ft^d 

09*f 

^uiiipuici 

American  Motor  Inns 

207.7 

20 

24%- 

1% 

1.26 

16 

186 

Hotel/Motel 

Baldor  electric 

/UD.U 

OC/8 

32%- 

2 

i  on 

1Q 
ID 

_      .  . 
electrical  equipment 

Arrow  Automotive  Inds. 

Q3/ 

21  - 

2 

1  9fi 
l.cS 

Q 

10A 
IZU 

Automotive 

uii  inaustries 

OAA  A 

^3/ 

jys 

11%- 

1 

-Z.ZD 

Keal  estate 

I  II 911 1  lai  n 

181.3 

3  /8 

20%- 

1% 

19 
1  £ 

■  11  la  111* 

Cosco 

175.0 

6% 

10%- 

1% 

0.63 

11 

79 

Home  Furnishings 

niaiionai  uoo 

1 

003/ 

36  - 

2% 

i  00 
1.0/ 

1  A 

19 

4Do 

Computer 

Rogers 

179  ft 

/2 

32  - 

5 

9  1d 

1A 

iftn 

lOU 

Texas  Int'l  Airlines 

171.1 

ISVi 

16%- 

1 

1.56 

10 

500 

Airline 

New  England  Nucleart 

170.0 

4oy2 

46  - 

8% 

1.95 

21 

441 

Health  Services 

Blount 

169.1 

2278 

25%- 

3% 

1.89 

12 

155 

Construction 

1      ■              T      U  1 

Leisure  Technology 

IDo.Z 

73/. 

/ye 

13%- 

% 

A  0*7 
U.o/ 

Q 

101 

Real  estate 

Dcvciiy  diicrpriocs 

1 OD.  / 

Q 

0 

9%- 

% 

A  R^ 

1R 

9m 

ncaiin  ociviccs 

\^ai  1  ii#u 

1  vO.  w 

I  /  /e 

19  - 

1% 

1  d1 

1'^ 

1 09 

II lu Us  11  lai  iTiaui iiiici y 

wci  K.nv?" wvun LCI 

"54  99/ 

oaiem  oarpei  iviiiis 

D  EU.D 

71/. 
/  /4 

7%- 

% 

1  AO 

/ 

9ftQ 
£D9 

- 

Carpet 

Trus  Joist 

ODU.U 

Aft 

54%- 

5% 

0  AO 

io 

19 

RiO 

31o 

Wood  Products 

■  f^nci  1  in Ai*c  ^ictri hi  i nn 
OUIlaUllltfia  L/io  11  iUU llilU 

1^3/ 
1-5  /4 

35%- 

2% 

1  A1 
1 .4  1 

in 

£D9 

n  del  11 

United  Cable  Television 

304.4 

22% 

24%- 

1% 

1.05 

22 

326 

Broadcasting 

Management  Assistance 

/.D 

//ye 

27%- 

V32 

0  Ail 

iO 

4D9 

Computer 

Southern  Airways* 

15%- 

2% 

■7 

111 

m 

Airline 

United  Artists  Theatre 

00 

31%- 

2% 

0  00 

O.Jo 

n 
9 

1  At\ 

140 

Leisure 

r^f^liimhiic  KAillc 
ouiufliiuua  iwiiiio 

9ftn  n 

q 

9%- 

1% 

9  19 
iz 

Qft 
90 

Carpet 

Bergstrom  Paper* 

246.7 

26 

26%- 

4% 

3.09 

8 

105 

Paper 

POMTPIVJ 

OAR  O 

00/4 

37%- 

1% 

1.D/ 

Computer 

luie  wiiu  roous 

997  7 

00  /2 

40%- 

7 

R  SO 
9.09 

/ 

loo 

Meat 

General  Automation 

OOC  i1 

Zoye 

54%- 

3% 

A  00 

0.93 

00 
zo 

OAO 

Computer 

Tol  A-Ommmi  1  ni  r*atinnc 
icit;  x^uiiiiiiuiiibciiiuiid 

904  9 

1 0  /4 

22%- 

% 

09 

Di  uouuad  ill  ly 

Xcor  International 

204.2 

18% 

31%- 

1% 

0.11 

NM 

808 

Vending  Machines 

_               1  U       1*1.  o 

(senerai  Health  Services 

9A9  A 

1 A3/, 

i^ye 

16%- 

1% 

A  K"7 

9R 
ZD 

1  ID 

neaixn  oerviccs 

Computervision 

iOC  1 
l9D.  1 

^0/8 

29%- 

2% 

1  OC 

01 
Zl 

Computer 

Toro  Companyt 

43  - 

7 

0  QO 

1 1 

9AQ 
£U9 

Light  Ecjuipment 

IftR  9 

1  V  /4 

10%- 

1 

1  ^n 

0 

Piedmont  Aviationt 

176.9 

1372 

13%- 

2% 

2.91 

5 

104 

Air  Transport 

VVUI  Vlllliy  lUI  1  lllUU9lllCa 

35  - 

1% 

1 .90 

9n 

7^^ 
/  00 

iTidCii  roui  ii«a ill 

Barden 

174.3 

24 

26%- 

2% 

3.55 

7 

136 

Light  Machinery 

Oshman's  Sporting  Goods 

173.8 

16 

18%- 

2% 

1.00 

16 

259 

Retail 

Quality  Inns  Int'l 

170.6 

5% 

10%- 

1% 

0.51 

11 

88 

Hotel/Motel 

Ring  Around  Products* 

170.4 

9% 

16%- 

3 

-0.05 

121 

Farm  Products 

Volume  Shoe 

169.0 

22% 

23%- 

1% 

1.89 

12 

269 

Retail 

Fingerhut* 

166.7 

18 

27%- 

1% 

1.69 

11 

177 

Mail  Order 

NM  Not  meaningful.  'Merger  pending. 

tApproved  for  NYSE  listing. 

ttSource:  Media  General. 

Note:  List  includes  companies  with  minimum  total  capital  of  $20  million  and  maximum  of  $150  million. 
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he  Trading  Room  -  Marine  Midland  Bank 


To  see  why  you  should  be  into  CDs,  or 
out  of  treasury  bills,  or  into  Euro-currencies, 

TElilTTOTHEIVIARINE 


No  matter  what  kind  of  short-term  deposit  is 
right  for  you,  you're  better  off  getting  advice  from  a 
generahst. 

Because  at  Marine  Midland,  a  generahst  is  a  person 
who  speciahzes  in  everything.  You  speak  to  one 
person  who  advises  you  on  government  and  municipal 
bonds,  guides  you  through  offshore  deposits,  informs 
you  on  CDs  and  bankers'  acceptances. 

Dealing  with  a  generahst  means  you  don't 
get  pushed  from  one  person  to  another  when 


you  need  information  in  a  different  field.  One  expert 
points  out  all  the  alternatives.  Complete  with 
the  pros  and  cons.  One  expert  makes  diversified 
recommendations  tailor-made  for  your  needs. 

Not  only  that.  Marine  Midland's  trading  room  is 
plugged  into  the  world.  We  can  give  you  a  rate 
within  seconds.  And  place  an  order  just  as  fast. 
If  you  need  one  expert  who  specializes 
in  every  type  of  short-term  deposit  trading, 
just  tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK 

Buffalo,  New  York  City ,  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta,  London,  Madrid,  Manila,  Mexico  City,  Nassau, 
Panama,  Paris,  Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney, Tehran, Tokyo, Toronto. 


The  Funds 


Yes,  Virginia, 
Bonds  Fluctuate,  Too 


Many  invkstors  in  tax-exempt  mutual 
funds  got  something  they  apparently 
hadn't  bargained  for  when  the  municipal 
bond  market  fell  out  of  bed  last  summer. 
State  and  loc  al  government  rushed  to  get 
to  market  to  beat  a  Treasury  and  Internal 
Revenue  cutofi  on  certain  issues,  and  the 
residting  $14  billion  flood  of  new  bonds  in 
three  months  was  more  than  the  market 
could  easily  absorb;  it  was  almost  double 
the  usual  volume.  This  at  a  time  when  the 
Federal  Reserve  Board  was  tightening 
interest  rates.  As  a  result,  Salomon  Broth- 
ers figures  show  that  prime-quality  mu- 
nicipal bonds  yielding  5.1%  in  March 
were  selling  to  yield  5.7.5%  by  July  31 . 

Not  surprisingly  the  net  asset  value  of 
tax-exempt  bond  funds  was  reduced. 
This  shouldn't  have  surprised  their  in- 
vestors. Bonds  do  fluctuate.  But  it  did 
surprise  them.  They  complained  to  man- 
agements. But  what  could  they  answer? 
"Too  many  investors,  says  Robert  J. 
Butler  of  the  Kemper  Municipal  Bond 
Fuvid,  "don't  nnderstantl  that  they  buy  a 
fixed  income  fund  for  the  annual  interest 
return  and  not  for  a  profit. 

There  are  two  kinds  of  tax-exempt 
funds.  Managed  bond  funds  are  like  oth- 


er open-ended  mutual  funds,  except  the 
portfolio  contains  bonds,  not  stocks.  The 
managers  buy  and  sell  bonds  to  try  to 
catch  a  profit  or  improve  yield.  Most  of 
these  funds  stress  protection  of  capital, 
li(|uidit\'  and  stability  more  than  high 
retiun.  'I  hey  try  to  use  adroit  portfolio 
manipulation.  They  go  into  cash  when 
prices  are  expected  to  decline  and  take 
big  risks  when  prices  should  rise. 

Then  there  are  the  unit  investment 
trusts.  These  are  fixed  portfolios  in 
which  investors  can  buy  units  of  partici- 
pation. Managers  neither  buy  nor  sell 
bonds,  always  holding  with  what  they 
started  with.  They  emphasize  yield  and 
cannot  assure  stability. 

Combined,  these  trusts  are  big  busi- 
ness. As  of  a  recent  date,  the  public  held 
$12.7  billion  in  unit  trusts  and  $2.7  bil- 
lion in  managed  municipal  bond  funds. 
In  a  yield-  and  tax-conscious  era.  the\' 
are  extremely  popular,  coming  to  market 
this  year  at  a  $5  billion  annual  rate. 

If  Kemper's  experience  is  typical, 
many  of  these  funds  are  sold  to  people 
who  do  not  understand  what  they  are 
buying:  bond  funds  are  not  savings  ac- 
counts; thev  fluctuate  in  value. 


How  Tuuch  the\  fluctuate  depends  in 
part  on  management's  skills,  at  least  with 
the  managed  funds.  Last  April  Butler's 
Kemper  Bond  Fund,  convinced  that  the 
municipal  market  would  weaken,  sold 
man\'  of  its  long-term  bonds.  It  remains 
about  20%  in  cash  ;ind  some  .50%  in  rt-ally 
long-term  bonds.  The  fund  yields  a  subav- 
erage  5.34%,  but  suffered  a  market  de- 
cline of  only  5%— betti'r  than  average. 

The  $620  million  Dreyfus  Tax  Kxempt 
Bond  Fund  has  one  of  the  better  records 
this  year,  with  an  asset  value  decline  of 
only  4.76%.  Dreyfus  has  a  big  position  in 
New  Y'ork  debt — which  did  well  this 
year.  It,  too,  went  into  a  cash  position 
earlier  this  \ear,  bu\ing  short-term 
notes  for  about  10%  of  the  portfolio  b\- 
June  30,  and  is  not  looking  to  the  longer 
end  again.  Dreyfus  yields  5.98%. 

The  Fidelitv'  .Municipal  Bond  Fund 
was  heavil\-  in  hard-hit  utilit\  and  hous- 
ing revenue  bonds.  It  dropped  9%. 

The  current  strateg\  of  Fidelity  has 
been  to  increase  its  short-term  position, 
raising  cash  to  6%  on  Mar.  31  and  12%  b\ 
June  30.  About  $150  million  of  long-term 
securities  were  li(inidated  to  raise  cash  for 
redemptions  and  to  go  into  cash.  ■ 


Tax  Free  Investments 

Where  do  you  put  your  money  for  tax-exempt  return?  In  bond  funds, 
in  unit  investment  trusts  or  in  bond  issues  directly?  Each  group  has 
its  own  attributes  and  reacts  differently  to  broad  market  pressures. 


 Managed  Funds  

Dreyfus  Fidelity       Kempert       T.  Rowe 

Tax-Exempt      Fidelity  High  Muni.         Price  Tax 

Bond  Fund    Muni.  Bond       Yield  Bond         Free  Inc. 


— Unit  Investment- 
Trusts 


 Bond  Issues  

Minn.  Mass. 


Nuveen  Merrill  Housing  General 
Fund  Lynch         Finance  Obligation 

#9 It        UnitTrustt     6.45%  '97     6.40%  '99 


10/15/76* 

Net  Asset  Value 

Current  Yield 

12/31/77 

Net  Asset  Value 
Current  Yield 

6/30/78 

Net  Asset  Value 
Current  Yield 

8/31/78 

Net  Asset  Value 
Current  Yield 


$15.00 


$10.00 


$15.00 


$10.00 


$10.00 


$103.33       $979.46      $100.50  $99.50 
6.93%         6.96%        6.35%  6.55% 


15.76         10.57  14.88 
5.50%         5.45%  6.02% 


10.83         10.28         104.74      1,057.10       103.00  103.50 
5.30%        5.40%         6.62%         6.44%        6.26%  6.18% 


15.01 
5.80% 


15.01 
5.98% 


9.20 
5.90% 


9.62 
5.99% 


14.45  10.33 
6.50%  5.30% 


14.46 

6.42% 


10.28 
5.34% 


9.77 

5.50% 


9.78 
5.40% 


98.70      1,024.04  99.50 
7.02%  6.62%  6.49% 


98.74  1,037.22 
7.02%  6.54% 


99.00 
6.52% 


99.00 
6.46% 


99.00 
6.46% 


*lnitial  offer  price.    tPlus  sales  charge  of  about  3.5%-4.5%. 
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Saton  Update: 


%  better  mileage 


Keeping  a  cool  head 


Tomorrow  starts  here 


Heavy-duty  fan  drives 

aton's  viscous  fan  drive  in 
le  engine  compartment  im- 
roves  mileage.  The  fan  drive 
enses  temperatures,  automati- 
ally  disengages  when  it's  not 
eeded.  This  cuts  drain  on  engine 
orsepower,  boosts  fuel  economy, 
also  reduces  operating  noise. 

[aton  was  a  pioneer  of  the  fluid 
hear  principle  behind  viscous 
an  drives.  And  it's  one  of  the  rea- 
ons  Eaton  has  been  the  leading 
upplier  of  fan  systems  for  the 
.utomotive  market-for  over 
wenty  years. 


2 


Valves  and  lifters 

ruck  and  auto  manufac- 
jUrers  know  good  valves  when 
hey  see  them.  That's  why  de- 

and  for  Eaton's  valves  and  valve 
ifters  gets  bigger  every  year.  It's 
j  already  made  Eaton  the  largest 


independent  valve  gear  compo- 
nent manufacturer  in  the  world. 
And  it's  kept  us  looking  to  the 
future.  This  year,  we're  hard  at 
work  on  better  valve  designs  and 
stronger  alloys  needed  for  the 
auto  industry's  hotter-running, 
more  demanding  engines. 

That's  Eaton.  Creating  better 
products.  Ready  for  tomorrow. 

3  Research  and  development 

Eaton's  sprawling  165,000 
sq.  ft.  Corporate  Engineering  & 
Research  Center  in  Southfield, 
Michigan,  is  the  focal  point  of  our 
worldwide  R&D  activities.  Here 
more  than  300  scientists,  en- 
gineers and  support  personnel 
are  finding  ways  to  turn  good 
ideas  into  new  and  better  prod- 
ucts for  tomorrow.  What's  on  the 
way?  Tougher,  more  efficient 
transmissions,  axles  and  braking 
systems  for  trucks.  Sophisticated 
electronic  and  mechanical  con- 


trols for  appliances,  automobiles 
and  industry  Dozens  of  new 
products-to  help  cut  costs  and 
save  energy  on  farms,  in  factories, 
at  home.  That's  Eaton— creating  a 
better  way 

Eaton  is  a  family  of  technologi- 
cally related  businesses  with  a 
balanced  combination  of  man- 
ufacturing and  engineering  skills. 
We're  always  looking  for  new 
ways  to  use  these  skills  in  mar- 
kets where  needs  are  growing. 
This  approach  to  the  manage- 
ment of  change  has  been  achiev- 
ing record  sales  and  earnings. 
For  the  complete  story,  write  to: 
Eaton  Corporation,  100  Erieview 
Plaza,  Cleveland,  Ohio  441 14. 


Making  outer  spac 


Lockheed  knows  how. 


j 


Shielding  the  space  shuttle  from  fiery 
temperatures. 

When  NASA's  space  shuttle  streaks  through  a  2,300°F 
reentry  into  Earth's  atmosphere,  the  occupants  won't  feel 
the  heat. 

That's  because  Lockheed-developed  insulation  will 
form  a  shield  of  some  34,000  small  'tiles'  covering  about 
70%  of  the  spacecraft.  The  tiles  shed  heat  so  efficiently 
that  a  piece  still  glowing  white-hot  can  be  held  safely 
with  bare  fingers. 

Each  tile  is  minutely  matched  to  exact  points  on  the 
shuttle's  surface.  And  fitting  them  precisely  is  like 
assembling  the  world's  biggest  three-dimensional  jigsaw 
puzzle. 

Most  important:  the  tiles  will  insulate  the  shuttle 
against  not  just  one,  but  about  100  returns  through  the 
abrasive  atmosphere. 

Looking  at  the  origin  of  the  universe. 


in  1983,  a  43-foot-long  telescope  system  will  be  slif 
into  orbit  300  miles  above  Earth.  And  man  may  then 
back  14  billion  years  to  where  our  universe  perhaps  be 

The  NASA/Lockheed  Space  Telescope  will  detect 
objects  50  times  fainter  and  7  times  deeper  into  spa( 
than  those  ever  before  seen.  It  will  lock  onto  stars,  gale 
and  other  space  phenomena  with  absolute  accuracy 
as  long  as  30  to  40  hours.  And  it  will  perform  ultra- 
violet and  infrared  measurements  impossible  from  Ea 

Potential  rewards  are  huge.  Scientists  may  discovejjita 
new  worlds  and  new  energy  sources.  They  may  even 
find  ways  to  protect  Earth's  delicate  environment  in 
new,  uncharted  age. 


Monitoring  the  seven  seas. 


chec 


ms 


Seasat-A,  an  ocean-survey  satellite  developed  join 
by  NASA  and  Lockheed,  has  now  gone  on  sea  watch 


* 


A  Space  Shuttle.  Lockheed  serves  it  with  a  wide  range  of  technical  support  activities  in  addition  to  the  heat  insulation  described  below. 


hed  into  a  480-mile-high  orbit,  it  will  circle  Earth  14 
'laily  to  scout  95%  of  global  ocean  area  every 

I  rs. 

'>IIwether  of  a  proposed  satellite  network,  Seasat-A 
[ismit  constant  data  on  winds,  temperatures, 
iits,  waves,  ice,  and  storm  activity, 
t  ential  users  are  countless.  Ships,  of  course,  but  also 
:ier  services,  exploration  firms,  harbor  planners, 
jtion  control  agencies,  the  Coast  Guard,  the  Navy, 
others  who  work  with  the  oceans. 
Ilia  Seasat  system  pay?  An  in-depth  study  says  it  will 
j  major  economic  value  to  the  nation. 

j  orders  that  talk  from  Mars  and  Venus. 

jt've  now  put 
on  Mars, 
!d  Venus  close 
d  will  get 
ate  looks  at 
;r  and  Saturn 
;  immediate 
to  come. 
;ing  those 
ts  depends 
y  on  Lockheed 
jcraft  recorders,  each  no  bigger  or  heavier  than  a 
n  bottle  of  water.  Tucked  into  a  NASA  space  vehicle, 
recorder  can  store  and  transmit  more  than  a  half- 
,r\  bits  of  information.  Those  signals  are  then  turned 
jurth-station  computers  into  sharp  photos  and  precise 
'  tific  data. 


Lockheed  recorders  have  flown  on  all  Apollo  moon 
missions,  five  Mariner  space  probes,  the  flights  to  Mars 
and  Venus,  and  are  now  headed  toward  Jupiter,  Saturn 
and  beyond. 

And  if  the  search  that  far  away  reveals  no  life,  there's 
still  the  rest  of  the  universe. 

The  unmatched  record  of  achievement. 

} 


Nothing  underscores  Lockheed's  leading  place  in 
space  technology  better  than  the  record  of  the  Agena 
spacecraft. 

The  versatile  Agena,  veteran  of  more  than  300  flights, 
can  count  more  successful  launches  than  those  made  by 
any  other  spacecraft,  and  it  has  been  used  on  nearly  half 
of  all  United  States  space  missions. 

In  making  space  work  for  man,  Agena  is  one  more 
proof  that  Lockheed  knows  how. 

Lockheed 


Business  opportunities 
in  Brazil  start  here. 


You  don't  hove  to  travel  to  Brazil  to  take  advantage  ot  the 
Investment  opportunities  ttiat  ttie  country  offers.  Find  out  about 
them  right  here  in  the  United  States.  In  NewYork,  at  550  Fifth  Avenue. 
The  address  of  one  of  Banco  do  Brasil's  48  overseas  branches. 

Elsewhere  in  the  United  States,  you  will  find  other  branches  in 
Los  Angeles,  San  Francisco,  and  representative  offices  in  Chicago 
and  Washington.  In  any  of  these  you  can  find  out  all  you  wont  to 
know  about  Brazil.  From  the  products  that  we  buyand  sell  and  the 
size  of  our  domestic  market,  to  the  best  areas  for  investment  and 
the  incentives  and  guarantees  that  the  Brazilian  Government  gives. 

Besides  this,  our  bonk  can  plug  you  into  Brazil  and  give  you 
all  necessary  financial  advice.  With  capital  and  reserves  amounting 
to  3.5  billion  dollars  and  deposits  totalling  some  26.6  billion. 
Banco  do  Brasil  is  one  of  the  largest  banks  in  the  world.  It  should 
be  your  gateway  to  this  great  market:  Brazil. 

For  further  information  on  Brazilian  opportunities,  contact 
Banco  do  Brasil's  General  Manager  in  NewYork,  Mr.  Lino  Otto  Bohn, 
our  General  Managers  in  Los  Angeles,  San  Francisco,  or  our  repre- 


sentative offices  in  Chicago  or  Washington. 

NewYork-550  Fifth  Avenue,  N.Y  10036,  P.O.  Box  792 
Phones;  (21 2)  730-6700/6735/6720  Manager:  Lino  Otto  Bohn 

Son  Francisco  -  540  Cal  ifom  ia  Street,  CA  94 1 04 
Phone:  (415)  398-481 4  Manager:  Affonso  Llopart  Correa 

Los  Angeles-614  South  Flower 
Street,  CA  9001 7 
Phone:(213)485-0030 
Manager:  Jodo  Maria  Sfefanon 

Chicago -33  North  Dearborn, 
Illinois  60602 
Phone:(312)236-9766 
Representative:  Renato  Franco 

Washington -2020  K  Street , 
N.W.,  Suite  45(),  DC  20006 
Phone:(202)857-0320 
Representative:  Dilson  de  Lima 
Ferreira  _ 

Lino  Otto  Bohn 
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J$.  BANCO  DO  BRASIL 

Vbur  gateway  10  business  in  Brozl. 

ABIDJAN'  •  AMSTERDAM  •  ANTOFAGASTA  •  ASUNCION  •  ATLANTA'  •  BOGOTA  •  BRUSSELS  •  BUENOS  AIRES  •  CARACAS  •  CHICAGO  •  COCHABAMBA  •  COLON  •  CONCEPCION  •  FRANKFURT  •  GENEVA  •  GRAND  CAYMAN 
•  HAMBURG  •  LAGOS  •  LA  PAZ  •  LIMA  •  LISBON  •  lONDON  •  LOS  ANGELES  •  MADRID  •  MANAMA  .  MEXICO  CITY  •  MILAN  •  MONTEVIDEO  •  NEWYORK  •  PANAMA  •  PARIS  •  PAYSANDU  •  PUERTO  P  STROSSNER  • 
OUnO  •  RIVERA  •  ROME  •  ROHERDAM  •  SAN  FRANCISCO  •  SANTA  CRUZ  DE  U  SIERRA  •  SANTIAGO  •  SINGAPORE  •  STOCKHOLM  •  SYDNEY  •  TEHRAN  •  TOKYO  •  TORONTO  •  VALPARAISO  •  \l\im^-  •  WASHINGTON 
OVER  1 000  BRANCH  OFFICES  IN  BRAZIL       "OFFICES  TO  BE  OPENED  IN  1 978 


The  Streetwalker 


An  (Almost)  Sure  Way 
To  Beat  The  Market 


"For  an  individual  who  is  going  to  be  in 
the  stock  market,'  Burton  G.  Malkiel 
says,  "this  is  the  only  way  to  do  it. 
What  s  this?  The  chairman  of  Princeton's 
economics  department  giving  stock  mar- 
ket tips?  A  former  (1975-77)  member  of 
the  President's  Council  of  Economic  Ad- 
visers telling  people  how  to  beat  the 
market?  But  don't  worry.  Professor  Mal- 
kiel is  a  former  financial  analyst  and  a 
man  who  wants  to  help  the  small  inves- 
tor in  his  unequal  struggle  for  survival. 

Malkiel's  tip:  Buy  shares  in  closed-end 
investment  companies. 

Here's  why:  Malkiel  (Forbes,  Oct.  1. 
1973)  believes  in  efficient  market  the- 
ory— random  walk — and  has  written  a 
lively  book  on  the  subject  entitled  A 
Random  Walk  Down  Wall  Street.  That 
is,  he  thinks  that  the  prices  of  individual 
stocks  generally  reflect  investors'  atti- 
tudes toward  realities  about  those  com- 
panies; the  market  is  an  efficient  pricing 
mechanism.  The  usual  conclusion  drawn 
by  efficient  marketers  is  that  people  can  t 
outwit  such  a  market  and  therefore 
should  buy  an  index  fund  and  let  it  go  at 
that.  Malkiel,  however,  believes  that 
there  are  occasions  when  the  prices  of 
individual  stocks  are  inefficient.  For  ex- 
ample? Well,  take  closed-end  invest- 
ment companies. 

"These  things,  "  he  says  of  the  closed- 
end  funds,  "sell  at  larger  discounts  from 
net  asset  value  than  can  be  justified. 
(The  discounts  range  as  high  as  30%.) 
Why  should  such  discounts  be  available 
in  an  allegedly  efficient  market?  "A  vari- 
ety of  reasons,  "  replies  Malkiel.  "Basical- 
ly, mutual  funds  have  been  sold  to  the 
public,  not  bought  by  the  public. 
Brokers  who  put  customers  into  funds 
would  certainly  prefer  to  put  them  into  a 
load  fund,  where  the  broker  would  make 
more  money  than  with  a  closed-end 
fund.  Also,  a  lot  of  portfolio  managers 
feel  they  may  not  be  able  to  buy  closed- 
ends  because  of  having  to  justify  a  dou- 
ble payment  of  management  fees.  What- 
ever the  reason,  the  discounts  are  an 
inefficiency  in  the  market.  " 

But  wait!  Malkiel  isn  t  recommending 
just  any  closed-end  investment  com- 
pany. He  is  aware — who  isn't? — that 
these  discounts  seem  a  permanent  thing, 
varying,  yes,  but  rarely  vanishing.  So 
Malkiel  is  intrigued  by  a  special  kind  of 


closed-end  fund:  the  so-called  "dual 
funds,  "  a  list  of  which  is  shown  below.  A 
dual  Ruid  issues  two  kinds  of  shares; 
capital  and  income.  Income  shareholders 
are  entitled  to  all  the  dividends  and  in- 
terest earned  by  the  fund's  investments. 
Capital  shareholders  are  entitled  to  all  of 
the  capital  gains  (and  losses).  The  origi- 
nal idea  behind  these  funds  was  to  give 
an  investor  "two  bangs  for  the  buck  ";  for 
every  $1  invested,  $2  worth  of  income  or 
$2  worth  of  capital  movement,  whichev- 
er he  prefers. 

Malkiel  doesn't  like  the  dual  funds  for 
their  leverage;  he  likes  them  because 
they  are  programmed  to  liquidate  at  cer- 
tain times  in  the  relativel\  near  future 
(see  table).  Income  shareholders  get  first 
crack  at  the  remaining  assets;  in  most 
cases  they  will  be  paid  out  roughly  in 
proportion  to  the  initial  price  of  the  in- 
come shares.  Capital  shareholders  are 
entitled  to  the  rest.  So  Malkiel  suggests 
that  to  be  on  the  safe  side,  an  investor 
should  buy  income  shares  and  capital 
shares  together,  in  the  same  proportion 
at  which  they  were  issued  (usually  one- 
for-one).  This  would  eliminate  the  lever- 
age normally  accruing  to  capital  share- 
holders in  those  funds.  But  there  would 
be  another  form  of  leverage  working  in 
your  favor. 

You  buy  these  income  and  capital 
shares  in  a  dual  finid  at  a  discount  from 


net  asset  value.  You're  guaranteed  that 
on  the  date  of  liquidation  the  discount 
will  disappear.  True,  the  stocks  in  the 
fund  s  portfolio  may  have  fallen  in  value; 
but  the  closing  of  the  discount  will  give 
you  some  protection  there.  Say  you  pay 
$15  for  shares  in  a  fund  with  an  asset 
value  of  $20 — a  25%  discount.  Then, 
suppose  the  market  drops  a  resounding 
25%  between  now  and  the  liquidation 
date.  You  would  still  come  out  whole, 
receiving  the  full  liquidating  value  of  the 
shares,  which  would  now  be  $15  a  share 
(assuming,  of  course,  that  your  fund  does 
as  well  as  the  market,  which  is  the  least 
you  should  expect  from  paid  manage- 
ment). This  would  work  even  better  on 
the  upside:  If  the  market  climbed  -50%, 
say,  making  the  net  asset  value  per  share 
$30,  the  investor  on  liquidation  day 
would  come  out  ahead  by  100% — twice 
as  good  as  the  market. 

In  effect,  buying  a  group  of  dual  funds 
is  like  buying  an  index  fund  at  a  dis- 
count. Don't  forget  that  there  can  be 
some  horrendous  ups  and  downs  in  the 
market  between  now  and  a  liquidation 
date  that  may  be  as  far  as  six  years  away. 
Investors,  after  all,  are  nervous  crea- 
tures. But  Malkiel's  advice  seems  sound 
for  a  patient  person  who  wants  a  relative- 
1\'  safe  stock  investment  and  can  resist 
the  temptation  to  look  into  the  stock 
market  pages  every  day.  ■ 


The  Market,  20%  Off 

Buy  a  group  of  dual  funds  at  discounts  like  those  shown  below 
and  you've  bought  a  big  slice  of  the  market  at  bargain  prices. 

-Capital  Shares-   Income  Shares  

Liquidation     Recent  Net  Asset  Recent     Recent  Liquidation 


Fund 

Date 

Price 

Value 

Price 

Yield 

Value 

American  DualVest 

1979 

$10.63 

$11.92 

$14.50 

6.3% 

$15.23 

Gemini 

1984 

23.75 

31.18 

1475 

12.2 

11.00 

Hemisphere 

1985* 

1.75 

1.01 

8.00 

8.0 

11.81 

Income  and  Capital 

1982 

6.75 

9.18 

10.38 

9.0 

10.00 

Leverage 

1982 

17.00 

22.74 

1400 

10.3 

13.73 

Putnam  DuoFund 

1983 

9.75 

12.35 

20.00 

8.3 

13.75 

Scudder  Duo- Vest 

1982 

8.50 

11.56 

9.00 

9.0 

9.15 

*lncome  shares  only. 
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WHEN  YOU  THINK  OF 
SCANDINAVIAN  AIRUNES 

ONE  PLACE 
SHOULD  COME  TO  MIND. 


The  world. 

That's  because  we  fly 
cargo  to  102  cities  in  ^-- 
53  countries  just 
about  every  day 
And  our 
schedules 
are  so  con- 
venient, 
not  only 
can  we 
ship  cargo 
where  you 
want  it  but 
when  you  want 
it  as  well. 

Besides 
offering  reliable 
and  efficient  ser- 
vice to  all  the  places 
we  fly  we  also  offer  it  to  places 
we  don't  fly 

Let's  say  you  want  to  forward 
a  shipment  fronn  Columbus, 
Ohio  to  Madrid,  Spain.  Although 


Columbus  is  not  an  SAS  gateway 
city  we  'II  make  all  of  the 
logistical  arrange-] 
ments  necessary 
to  get  that 
shipment  to 
the  nearest 
SAS  termi- 
'  nal.  And 
from  there 
)to  Its  desti- 
nation. And 
j  we'll  not 
only  tell  you 
in  advance 
when  your 
shipment  will 
arrive  but  we'll 
J.  track  it  until  it  does. 
^0  when  you're  shipping 
cargo  to  Scandinavia  or  any- 
where in  the  world,  call  SAS. 

You  see,  when  we  take  a  load 
off  your  hands,  we  also  take  a 
load  off  your  mind. 


PROFESSIONAL  SERVICE  FROM  THE  GROUND  UP 


The  modern  air  cargo  terminal  is  a 
tal,  bustling  crossroads  of  the  airborne 
)ods  of  the  nation  and  of  the  rest  of  the 
orld. 

It  is  one  of  many  mirrors  reflecting  the 
exorable  growth  of  a  world  air-shipping 
dustry  which  in  1977  accounted  for  an 
ti mated  13.2  billion  freight  metric  ton- 
iles  in  scheduled  services,  about  one- 
ird  of  which  were  flown  by  U.S.  do- 
estic  and  international  air  carriers. 
There  is  no  relaible  comparable  figure 
r  charter  freight,  but  it  is  known  to  be 
)nsiderable. 

At  last  count  (1976),  the  airlines  of  the 
H  ICAO  Contracting  States  derived 
1%  of  their  scheduled  operating  rev- 
lues  from  freight  carriage,  adding 
1.762  billion  to. the.  till.  If  mail  income 

added,  the  share  broadens  to  14%  and 
irgo  revenues  increase  to  $5,584  bil- 
)n.  The  scheduled  airline  industry  of  the 
.S.  last  year  produced  over  $1.7  billion 
1    freight  and  express  revenues;  $2.1 

llion  when  mail  revenue  is  added. 

Not  bad  for  an  industry  still  in  the  grip 

its  historic  passenger  orientation. 


Where  it's  at. 

Not  bad.  But  still  far  from  the  brilliant 
forecasts  for- it. 

A  simple  fact:  no  other  mode  of  trans- 
port comes  even  close  to  the  miles-per- 
hour  capability  of  the  jet  aircraft.  But 
speed  for  speed's  sake  is  worthless  to  the 
cost-conscious  businessman. 

Still,  speed  affords  a  list  of  economic 
factors  that  are  recognized  by  a  contin- 
ually expanding  population  of  shippers. 
When  the  telescoping  of  time  throws  off 
money-measured  advantages,  the  ele'- 
ment  of  speed,  underlined  by  the  ability 
to  achieve  it  on  a  consistent  ,  basis,  be- 
comes quite  another  thing. 

Speed,  then,  rises  in  stature  as  a  busi- 
ness implement.  Skillfully  used,  it  is  a 
lever  for  additional  profits. 

Take,  for  example,  the  record-manu- 
facturing industry.  Consumer  demand  for 
classical  music  and  show  tunes  is  gener- 
ally level,  and  except  for  gift-giving  time 
when  a  spurt  is  anticipated,  distribution 
patterns  adhere  to  traditional  surface 
modes. 

Pop  tunes — rock,  in  particular — pre- 
sents quite  another  problem.  All  45  RPM 


singles  are,  as  Harold  A.  Carr,  director  of 
distribution  for  CBS  Records,  describes 
them,  "superhot."  Their  average  life  cy- 
cle of  90  days  mirrors  the  brief  attention- 
span  of  a  mammoth  public  with  ready 
cash  for  the  latest  of  these  phenomenal 
outpourings  of  music. 

If  surface  transport  modes  cannot  effect 
overnight  delivery  of  an  initial  release,  air 
freight  is  the  only  alternative.  Why?  Be- 
cause the  economics  of  this  hectic  busi- 
ness demands  the  seller  to  leap  into  the 
market  as  quickly  as  possible,  place  him- 
self in  a  position  to  respond  instantly  to 
reorders,  and  keep  that  market  fully 
stocked  until  that  inevitable  moment 
when  the  fickle  public's  ardor  for  its  latest 
title  begins  to  cool  and  transfers  its  mon- 
ey-ready passion  to  another. 

Purchasers  of  high-production  machin- 
ery long  ago  learned  the  facts  of  life 
concerning  shipment.  The  value  of  in- 
stalling a  new  machine  and  getting  it  into 
production  as  quickly  as  possible  is  easily 
measured  in  terms  of  additional  produc- 
tion units  per  man-hour. 


Background 

The  commercial  uses  to  which  addi- 
ional  speed  could  be  put  became  obvi- 
)iis  almost  as  quickly  as  the  world's  first 
;ommercial  airline  service — KLM  Royal 
Dutch  Airlines — became  operational  im- 
nediately  after  World  War  I. 

But  the  air  cargo  industry  was  not  the 
esult  of  an  evolutionary  process  that 
:oincided  with  the  passenger  business.  If 
)lanes  grew  bigger  and  faster,  if  .these 
lircraft  spanned  greater  distances  and 
hrank  geography,  their  operators  had 
heir  collective  eye  on  a  single  goal: 
nore  passengers. 

It  was  World  War  II  that  provided  the 
mpetus  to  cargo.  Faced  with  the  need  to 
naintain  supply  lines  to  the  Allied  forces 
n  battle  areas  strewn  over  a  large  part  of 
he  globe,  the  transport  plane  suddenly 
ound  itself  thrust  into  an  unprecedented 
ole. 

Cargo's  future  role  was  shaped  when 
his  wartime  lesson  impressed  itself  on 
nany  of  its  participants  and  observers  as 
1  way  for  tomorrow.  In  a  hundred  ways 
hey  asked  themselves  the  same  question: 
f  freight  could  be  flown  to  supply  armies, 
:ould  it  not  be  flown  after  the  war  to 
upply  mines  and  factories  and  shops? 
\lways  the  answer  was  in  the  affirmative. 

The  end  of  the  war  represented  a  signal 
or  the  mushrooming  of  air  freight.  Al- 
hough  airlines  had  carried  shipments  of 
)ne  kind  or  another  since  1918,  air  cargo 
IS  an  industry  was  born  in  1945. 

As  the  industry  began  uncertainly  to 
emerge  from  its  original  pioneering  stage, 
t  slipped  slowly  into  a  period  which  saw 
he  first  gropings  toward  a  new  sophisti- 
;ation.  Emery  Air  Freight — at  first  in  co- 
operations with  a  number  of  domestic 
lirlines,  later  independently — produced 
or  the  public  the  first  study  which  clearly 
.et  forth  the  true  role  of  air  freight  in 
Jistribution.  The  phrase,  Total  Cost  Con- 
:ept  (TCC),  sprang  into  being  and  be- 
:ame  part  of  the  air-freight  lexicon. 

What  is  TCC?  In  general  terms,  it  is  a 
ype  of  analysis  which  provides  a  careful 
:omparison  of  all  air  and  surface  costs 
ikely  to  be  applied  against  a  specific 
■hipment  as  it  moves  from  the  consign- 
er's traffic  department  or  warehouse  to 
he  door  of  the  cons.ignee.  Its  basic  pur- 
pose is  to  counter  the  simplistic,  often 
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misleading,  practice  of  merely  comparing 
tariffs.  It  seeks  to  narrow,  if  not  eliminate, 
the  gap  between  both  transportation  rates 
by  bringing  into  sharp  relief  other  real 
and  potential  savings  through  air  ship- 
ping: eliminated  or  lighter  packing;  re- 
duced insurance;  lower  drayage  charges; 
documentation  savings;  economies  in  in- 
ventory; etc. 

TCC  is  a  method  that  demands  selec- 
tive use.  The  plain  fact  is  that  its  results 
do  not  yet  apply  to  a  sufficiently  large 
group  of  shippers  to  press  its  use  indis- 
criminately on  the  shipping  public. 

Remember  the  air  cargo  breakthrough? 
FHeralding  the  coming  )et  Age  with  its  big- 
capacity  aircraft  whose  speeds  were  near- 
ly double  that  of  the  fastest  piston-engine 
transports,  the  shippers  of  the  world  were 
placed  on  notice  that  they  were  teetering 
on  the  brink  of  a  veritable  explosion  in 
the  use  of  air  freight. 

The  shipping  public  waited.  The  jets 
were  delivered,  placed  in  service,  and 
did  well  enough  for  their  operators  to 
report  higher  year-end  ton-miles  year 
after  year.  Regular  increases  in  traffic, 
yes — but  no  breakthrough,  no  smashing 
through  to  the  astronomical  totals  pre- 
dicted for  air  freight. 

What  seemed  fairly  clear  now  was  that 
air  freight  would  continue  its  regular 
climb,  its  fortunes  controlled  by  the  mar- 
keters and  market  influences.  Industry 
talk  about  the  breakthrough  trailed  off 
into  an  embarrassed  hush. 

From  a  cargo  standpoint,  the  shape  of 
the  world  aircraft  fleet  is  fairly  well  estab- 
lished. The  present  families  of  Boeing, 
McDonnell  Douglas  and  Lockheed 
planes,  including  their  new  derivatives, 
are  expected  to  accommodate  service 
needs  well  into  the  Eighties. 


Growth 

Last  year,  the  airlines  counted  291 
747s,  234  DC- 10s  and  138  Lockheed 
1011  widebodies  among  the  7,298  tur- 
bine-engined  transports  in  service 
throughout  the  world.  More  than  two- 
thirds  of  the  latter  number  are  U.S. -man- 
ufactured. 

lATA  estimates  that  its  member  air  car- 
riers will,  over  the  coming  decade,  spend 


about  $70  billion  for  aircraft,  spares  and 
related  equipment. 

In  their  ceaseless  efforts  to  develop 
freight  markets  and  to  expand  the  ex- 
ceedingly small  share  of  the  total  freight 
volume  they  have  captured,  the  domestic 
and  international  airlines  have  exercised 
considerable  imagination  in  devising  al- 
luring tariff';.  However,  occasionally  the 
allure  presumed  by  the  airline  ratemakers 
turned  out  to  be  no  siren's  call  as  far  as 
the  transportation  buyers  were  con- 
cerned. Nevertheless,  through  trial  and 
error  a  number  of  newer  services  have 
evolved  and  won  acceptability.  Carriers 
have  designed  a  variety  of  tariffs  which 
make  airfreight  competitive  on  certain 
routes  with  motor  carriers. 

It  is  no  high  secret  of  state  that  there  is 
wide  dissatisfaction  with  the  domestic 
and  international  rate  structures,  not  only 
among  shippers,  forwarders  and  cargo 
agents,  but  as  well  among  the  airlines.  In 
a  recent  interview,  Lawrence  L.  Rodberg, 
president  of  Burlington  Northern  Air 
Freight,  complained  that  the  air  freight 
industry  has  the  greatest  growth  potential 
of  any  other,  but  that  this  potential  will 
not  be  realized  until  "a  norm  for  rates"  is 
established,  ideas  abound  on  what  an 
ideal  tariff  structure  should  be;  and  most 
of  these  ideas,  not  always  altruistic,  tend 
to  reflect  the  particular  experience  or 
professional  interest  of  their  sponsors. 

It  was  the  )et  Era  that  was  the  sparkplug 
behind  air  freight  unitization.  The  early 
7075  and  DC-8s  with  their  greater  lift 
capability  and  speeds  could  not  tolerate 
traditional  ground  handling  procedures. 
What  they  needed — and  which  modern 
technology  provided — was  an  acceler- 
ated flow  into  and  out  of  the  aircraft  so  as 
not  to  lose  on  the  ground  the  time  that 
the  jets  gained  in  flight.  KLM,  for  exam- 
ple, uses  as  its  prod  the  axiom  that  "the 
fastest  airline  on  the  ground  is  likely  to 
win."  A  major  contributing  factor  in 
overcoming  this  problem  was  the  unitiza- 
tion of  shipments:  palletizing  and  con- 
tainerizing. In  its  simplest  terms,  the  han- 
dling of  a  single  large  unit  is  faster,  easier 
and  less  costly  than  the  individual  han- 
dling of  each  of  the  packages  contained 
in  that  unit. 

The  major  airlines,  alert  to  the  fact  that 
an  industry  shifting  from  the  piston  en- 
gine to  the  turbine  engine  needed  on  the 
ground  something  more  than  what  had 
been  serving  as  cargo  terminals,  directed 
their  attention  toward  the  incorporation 
of  the  newest  technology  in  their  blue- 
prints. In  the  U.S.  and  abroad  there 
sprang  up  a  succession  of  multi-million- 
dollar  terminals,  each  one  a  splendid 
example  of  modern-day  engineering, 
leaning  hard  on  automation  and  mecha- 
nization to  perform  eagerly  anticipated 
miracles  of  time-telescoped  handling. 
That  these  palaces  of  brick,  mortar,  steel 
and  electronic  genius  did  not  quite  work 


Is  your  shipping  department 
taking  you  fora  ride? 


CONTINENTAL/WESTERN 


You  can  hire  efficiency  experts,  cost  accountants  and 
ax  consultants  to  keep  your  company's  profits  up. 

But  if  your  shipping  department  is  still  using  surface 
ransportation,  a  lot  of  those  profits  may  be  going  out  the 
cor  with  your  freight. 

We  know  that  your  shipping  manager  is  the  expert.  He 
as  to  deal  with  your  freight  on  a  day-to-day  basis.  And  that 
lay  mean  his  busy  schedule  has  kept  him  from  looking  into 
e  advantages  of  jetfreight.  Or  per- 
aps  he  is  working 
nder  a  corporate 
olicy  that  could 
)enefit  from  a  re- 
view of  the  alternatives. 

That's  why  you  should 
mow  about  Continental 
etfreight.  Of  course,  jetfreight  is 
he  fastest  service  available, 
four  shipments  arrive  the  next  day— 
lOmetimes  even  the  same  day.  And 
hat's  good  for  your  reputation. 


Our  containers  will  protect  your  product  from  the 
elements,  guard  against  possible  pilferage,  and  from  the 
bounce  and  jostle  of  surface  transportation ...  so  your  freight 
will  arrive  on  time,  and  in  top  condition. 

But  there's  more.  In  many  cases,  you'll  see  substantial 
savings,  dollar  for  dollar,  over  truck  rates.  Surprised?  Our 
Daylight  Savings  Plan  offers  special  low  rates  for  any  con- 
tainerized freight  shipped  between  4:00  AM  and  4:00  PM. 

Take  a  look  at  your  company's  ship- 
ping policy.  Then  take  a  look  at  Continental 
Jetfreight.  We've  been  taking  care  of  busi- 
nesses like  yours  for  44  years,  and  we  think 
you  can  profit  by  our  experience. 


_ — J-- 

We  really  move  our  tail  for  you. 

CONTINENTAL  JETFREIGHT 


Ihe  Proud  Bird  wiih  ihe  Golden  lail 


^  lATtN  AMERICA.  . 

IRLIFT  INTERNATIONAL,  INC. 
THE  ALL-CARGO  AIRLINE 


For  33  years,  AIRLIFT  has 
been  serving  the  domes- 
tic cargo  needs  of  some  of 
the  nations  largest  firms 
in  many  of  America's 
major  marketing  areas. 
During  these  years, 
AIRLIFT  has  earned  the 
enviable  reputation  of 
dependability,  confi- 
dence, and  safety. 

And  soon  . . .  serving  all  of 
the  Americas.  Beginning 
this  fall,  AIRLIFT  goes 
truly  international  with 
regularly  scheduled 
flights  to  12  Latin 
American  countries.  We 
are  now  the  gateway  to 
Central  and  South 
America. 

For  service  information  in 
your  area,  contact 
AIRLIFT  at  its  corporate 
headquarters.  We  wel- 
come your  inquiry. 


watch 
us 
grow 

^  INTERNATIONAL,  INC. 

P.  O.  Box  522495 
Miami,  Florida  33152 
305  /  871-1750 


out  in  the  way  their  widely  blarpd  ad- 
vance notices  promised  turned  out  to  be 
an  embarrassing  and  costly  experiment. 

The  carriers  beat  a  hasty  retreat.  They 
rethought  their  pushbutton  designs,  with 
the  result  that  the  newer  cargo  facilities  at 
the  world's  leading  airports,  while  retain- 
ing some  of  the  sophisticated  advances  in 
equipment,  have  moved  back  toward 
greater  simplicity  of  design. 

The  air  freight  industry  has  clasped  to 
its  bosom  electronic  data  processing  and 
put  it  to  work  in  behalf  of  the  carrier, 
forwarder  and  shipper  in  many  ways: 
providing  needed  information,  monitor- 
ing the  progress  of  shipments,  tracing, 
statistical  work,  space  planning,  rating, 
etc.  Typical  of  how  the  airlines  and  for- 
warders have  bent  EDP  to  their  needs  are 
American  Airlines'  Freight  Sabre,  United 
Airlines'  APIS  (Air  Freight  Information 
System),  Alitalia's  P-4  operation,  japan 
Air  Lines'  JALTOS,  and  Emery  Air 
Freight's  EMCON. 

A  half-dozen  years  ago,  lATA  set  up  its 
Cargo  Automation  Research  Team  to  in- 
vestigate methods  of  information  ex- 
change and  transport  data  for  the  purpose 
of  establishing  standards  for  computeriza- 
tion. CART  seeks  not  only  to  improve 
door-to-door  international  freight  service, 
but  as  well  to  "facilitate  interface  and 
intermodality  with  road,  rail  and  sea  car- 
go transportation  systems." 

Sea-air  intermodalism  has  been  dis- 
cussed for  almost  as  long  as  the  air  freight 
industry  has  been  in  existence.  The  eco- 
nomics are  interesting;  for  the  exporter  or 
importer  who  does  not  require  the  speed 
provided  by  air  freight  but  who  finds  an 
all-surface  (sea-truck  or  sea-rail)  journey 
too  time-consuming,  transportation  costs 
can  be  shaved  to  a  point  roughly  midway 
between  these  modes  by  combining 
ocean  and  air  transport. 


The  U.S.  small-package  market  has 
come  full  circle.  In  1927,  four  airlines 
entered  into  an  agreement  with  American 
Railway  Express  for  the  transport  of  ex- 
press parcels  by  air.  This  was  the  start  of 
a  service  offered  for  nearly  a  half-century 
by  what  came  to  be  known  as  REA  Air 
Express.  The  predecessor  of  air  freight. 


this  was  essentially  a  high-speed,  dooit 
to-door,  small-parcel  service  whic! 
blanketed  the  U.S.  and  served  Canadial 
and  Mexican  points  as  well.  ■ 

There  was  no  immediate  effect  on  aj 
express  traffic  when  air  freight  with  i 
much  larger  shipments  entered  the  pi 
ture.  The  aircraft  in  airline  service  in  th 
early  postwar  period  were  small;  an 
since  express  received  loading  priority 
over  freight,  it  continued  to  retain  ai 
advantage  over  the  latter  which  not  infrQ 
quently  failed  to  make  a  flight  because  it 
space  or  weight  limit  had  been  reached. 

But  the  size  and  capacity  of  the  nev 
aircraft  continually  grew,  and  not  toi 
many  years  passed  before  REA's  priorit 
advantage  was  erased.  Also,  the  ai 
freight  forwarders  were  burgeoning  as  ai 
industry,  and  through  better  pricing  am 
improved  services  they  diverted  consider 
able  traffic  for  consolidated  movement. 

As  REA's  decline  was  now  evident  an( 
the  evolving  shape  of  the  air  cargo  indusi 
try  appeared  to  hold  much  less  promis* 
for  REA,  the  airlines  found  it  increasingly 
difficult  to  come  to  terms  with  the  expresi 
agency.  After  years  of  mounting  adversit 
for  REA,  during  which  time  there  wer« 
futile  attempts  at  dramatic  operational 
changes,  it  went  broke  under  the  cloud  o 
a  scandal.  A  few  airlines  moved  off  or 
their  own  and  filed  priority  express  tariff's 

Federal  Express,  with  a  fleet  of  3! 
modified  minifreighters  and  on  th« 
strength  of  the  convictions  of  its  youthfu 
founder  and  head,  Frederick  Smith,  acti 
vated  the  first  nationwide  small-package 
airline — and  thereby  wrote  one  of  the 
most  stirring  success  stories  in  air  cargo 
history. 

Meanwhile,  the  scheduled  carriers 
pullback  on  services,  especially  all-car 
go,  which  was  largely  a  reaction  to  th« 
fuel  crunch  and  a  need  to  conserve  in  the 
face  of  swiftly  escalating  costs,  stimulateo 
a  few  of  the  major  forwarders  to  take 
extraordinary  steps  to  maintain  the  qual 
ity  of  their  services.  Probably  the  mos 
dramatic  of  these  was  the  organizing  o 
the  Emery  Air  Force,  Emery  Air  Freight' 
answer  to  the  overnight-service  problem. 

John  C.  Emery,  Jr.,  president  of  the  ai 
freight  forwarding  firm — it  is  America' 
biggest — articulated  the  problem  at  tha 
time  by  stressing  that  in  a  single  decade 
domestic  all-cargo  service  had  been  re 
duced  from  50  cities  to  less  than  a  dozen 
with  81%  of  the  freighter  lift  absorbed  b> 
just  four  cities:  New  York,  Chicago,  Lo' 
Angeles  and  San  Francisco.  This  situa 
tion,  he  added,  was  tantamount  to  insis 
tence  by  the  airlines  that  the  cargo  bellie' 
of  daytime  jets  had  to  be  used  to  move 
freight. 

Emery  entered  into  charter  contract: 
with  supplemental  and  commuter  air 
lines,  and  tied  together  an  assortment  oi 
freighters  into  a  Dayton-based  networl- 
that  carries  out  the  service  objectives  o 
the  company.  Several  other  forwarders 
notably   Airborne   Freight   Corp.,  have 
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THE  EMERY  FLYTE-PAK. 
NOT  ONLY  DOES  IT  HOLD  MORE  WEIGHT, 
IT  HAS  MORE  WEIGHT  BEHIND  IT 


The  Emery  Flyte-Pak'"^  is  just  about 
the  biggest  thing  in  small  packages. 

For  unlike  its  lighterweight  compe- 
tition, it  can  take  up  to  five  pounds  of 
practically  anything.  Practically  any- 
where in  the  U.S.  or  Canada. 

Overnight. 

For  just  $10,  airport  to  airport. 
And  it  has  more  than  size  going  for 
it,  it  has  the  name  Emery.  And  Emery 


has  more  offices,  more  people,  more 
flights  and  more  experience  than  any 
other  air  freight  company. 

Plus  a  computer  tracking  system 
that  keeps  its  eye  on  every  package, 
large  or  small,  every  step  of  the  way. 

For  Flyte-Pak  information,  call 
our  toll  free  number,  800-621-2222* 
or  youi  local  Emery  office.  If  you're 
already  sold,  just  ask  for  Ryte-Paks. 


Tliey're  easy  to  put  together.  And 
unlike  the  envelopes  offered  by  others, 
they  stay  together. 

So  if  you  have  a  small  package  that 
has  to  be  somewhere  fast,  do  your- 
self a  big  favor.  Call  Emery. 

EMERH 

THE  AIR  FORCE  IN  AIR  FREIGHT. 

•IN  ILLINOIS  CALL  TOLL  FREE  sw  si72  :(i^6 


EMERy 


EMERU  ^ 


EMERU 


Xatgo  Super  SaversC 
One-stop  shipping 

isneie. 

The  first  significant  air  cargo 
product  and  pricing  break- 
through since  de-regulation. 
— • — 

Round-the-clock  widebody 
container  savings  program. 
— • — 

One  low  flat  charge  in  all 
widebody  markets  for  every 
container  type— gives  you 
discounts  up  to  30%. 


Volume  discounts  give  you 
additional  savings  up  to  10%. 


Pickup  and  delivery  service 
available  system-wide. 

Tender  your  shipment  any 
time— at  your  convenience. 
No  restrictions. 

— • — 

More  widebody  flights  to  more 
key  market  destinations  than 
any  other  airline. 

Think  Big.Think  United 

IW  UniTGD  AIRLinGS  CARGO 


Only  United  gives  you 
an  entire  system  at  a 
discount. 

Such  a  broad  choice 
of  key  destinations, 
served  by  one  carrier 
from  one  terminal, 
makes  every  aspect  of 
your  total  movement 
simpler  and  less  costly. 

This  answers  the 
shipper's  historic  need 
for  lower  costs  through 
higher  productivity. 

Call  your  local  United 
Air  Cargo  office  for  details. 


rter  deals  with  air  carriers,  but  these 
'er  operationally  from  Emery's. 
Zoncurrent  with  these  happenings  was 
leaping  growth — a  rebirth,  actually — 
express-type  traffic.  The  example  of 
deral  Express  is  generally  credited  with 
/\ng  provided  the  greatest  stimulus.  In 
dition  to  the  new  priority  services 
ich  more  or  less  were  a  replacement 
the  old  air  express,  the  domestic  carri- 
were  novv  involved  in  a  surprisingly 
:rative  airport-to-airport  service,  gener- 
/  limited  to  packages  weighing  a  maxi- 
im  of  50  pounds.  Flat  prices  have  been 
ablished  for  guaranteed  movement 
Dard  designated  flights  between  specif- 
airports  Failure  to  deliver  a  shipment 
the  specified  flight  will,  in  most  cases, 
itie  the  shipper  to  a  refund  of  part  of 
transportation  charge. 
These  so-called  next-flight-out  ser- 
es— each  airline  has  given  its  version 
the  service  its  own  distinctive  designa- 
— require  delivery  of  the  shipment  to 
airport  passenger  reservations  desk 
ere  a  simple  transaction  is  completed, 
nearly  all  cases,  the  shipment  is  re- 
vable  in  the  baggage  area  at  the  desti- 
ion  airport.  Optional  pickup  and/or 
ivery  service,  at  any  extra  fee,  has 
;n  added.  Interline  agreements  enable 
h  traffic  to  be  moved  throughout  the 
ion. 

Deregulation 

ir  cargo  deregulation  is  now  the  law 
the  land.  It  came  into  being  on  No- 
Tiber  9,  1977  when  President  Carter 

ed  HR  6010. 
support  for  regulatory  reform  was  not 
any  means  unanimous.  The  most  con- 
ent  advocates  were  Flying  Tiger,  Unit- 
Emery  and  Federal  Express.  Ameri- 
p,  on  the  other  hand,  did  not  view 
lie  Law  95-163  as  true  deregulation; 
iaw  the  new  law,  rather,  as  re-regula- 
'n.  Most  carriers  and  forwarders  were 
iited  in  their  reactions,  apparently  tak- 
i,  a  wait-and-see  attitude. 
The  immediate  effect  of  P.L.  95-163 
l:S  the  creation  of  a  new  class  of 
randfather"   cargo  carrier  possessing 
i|i  freedom  to  operate  freighters  between 
/  two  points  in  the  U.S.  (intrastate 
ice  in  Alaska  and  Hawaii  excepted), 
ween  the  U.S.  mainland  and  Puerto 
o  and  the  U.S.  Virgin  Islands,  and 
ween  these  two  island  possessions, 
hermore,  the  CAB's  power  over  cargo 
s  was  emasculated  to  the  point  where 
as  prohibited  from  suspending  a  rate 
hout  the  formality  of  a  hearing.  How- 
r,  suspension  can  be  ordered  only  on 
unds  that  the  rate  is  discriminatory, 
bferential,  prejudicial  and/or  predatory, 
f  air  freight  faces  problems  as  it  pre- 


pares for  ttie  Eighties,  they  are  the  healthy 
problems  associated  with  growth.  No  one 
doubts  the  continuing  expansion  of  the 
air-shipping  habit.  The  only  question  is 
how  extensive  will  that  expansion  be.  In 
the  10-year  period  ended  1977,  sched- 
uled freight  ton-miles  throughout  the 
world  averaged  an  annual  rate  of  growth 
of  10.8%,  in  contrast  to  the  9.5%  rate  for 
total  ton-miles  performed.  The  Federal 
Aviation  Administration  estimates  that  the 
1975-90  annual  growth  rate  of  enplaned 
freight  tons  in  the  U.S.  will  be  5.6%. 
Over  the  short-term.  Flying  Tiger  predicts 
that  deregulation  will  spur  a  20%-a-year 
increase  in  domestic  freight. 

Forecasts  can  be  tricky  things.  They 
are  at  the  mercy  of  economic  changes, 
international  emergencies,  technological 
advances,  ratemaking  philosophy,  and 
promotion,  among  other  items.  In  the 
five-year   1972-76   period,  air-shipping 


weight  averaged  a  mere  .  1 7%  of  the 
total  air  and  ocean  U.S.  foreign-trade 
shipping  weight  (although  its  value  aver- 
aged 16.1%).  How  deeply  can  the  air 
freight  industry  penetrate  that  total  ship- 
ping-weight statistic? 

Commenting  some  time  ago  on  the 
average  shipper's  predilection  for  looking 
at  air  freight  budgets  without  examining 
the  trade-offs,  Barry  L.  Hansen,  executive 
vice  president  of  Air  Express  Internation- 
al, observed  that  "there  is  no  apprecia- 
tion that  air  freight  is  an  element  of 
customer  service."  This  strikes  the  heart 
of  a  long-continuing  problem.  In  the 
opinion  of  the  writer,  air  freight  will 
receive  its  greatest  impetus  when  the 
awareness  of  it  as  an  economic  imple- 
ment reaches  out  of  the  traffic  department 
and  engages  the  serious  attention  of  busi- 
ness management  all  the  way  up  to  the 
corporate  level. 


BRANIFF  CARGO. 
WE'VE  GOT  THE  SYSTEM. 


FROM  ANCHORAGE  TO  BUENOS  AIRES,  HONOLULU  TO 
LONDON,  AND  SAME  CARGO  CONTAINER  CONNECTIONS 
TO  THE  MIDDLE  EAST 


Mainland  U.S.A. 
Amarillo,  Texas 
Atlanta,  Georgia 
Austin,  Texas 
Brownsville,  Texas 
Chicago,  Illinois 
Colorado  Springs, 

Colorado 
Corpus  Christi,  Texas 
Dallas-Fort  Worth, 

Texas 
Denver,  Colorado 
Des  Moines,  Iowa 
Detroit,  Michigan 
Fort  Lauderdale, 

Florida 
Fort  Smith,  Arkansas 
Houston,  Texas 
Kansas  City,  Missouri 
Las  Vegas,  Nevada 
Little  Rock,  Arkansas 
Los  Angeles,  Calif. 


60  cities  in  13  countries 
Lubbock,  Texas  Tampa- St.  Petersburg- 


Memphis,  Tennessee 
Miami,  Florida 
Minneapolis-St.  Paul, 

Minnesota 
Nashville,  Tennessee 
New  Orleans, 

Louisiana 
New  York,  New  York 
Newark,  New  jersey 
Oklahoma  City, 

Oklahoma 
Omaha,  Nebraska 
Portland,  Oregon 
St.  Louis,  Missouri 
San  Antonio,  Texas 
San  Francisco, 

California 
Seattle-Tacoma, 

Washington 
Shreveport, 

Louisiana 


Clearwater,  Florida 
Tulsa,  Oklahoma 
Washington,  D.C. 
Wichita,  Kansas 
Reno,  Nevada 

Hawaii 

Honolulu 
Alaska 

Anchorage 
Fairbanks 

Canada 

Calgary,  Alberta 
Edmonton,  Alberta 

Mexico 
Acapuico 
Mexico  City 


South  America 

Asuncion,  Paraguay 
Buenos  Aires, 

Argentina 
Bogota,  Colombia 
Cali,  Colombia 
Guayaquil,  Ecuador 
La  Paz,  Bolivia 
Lima,  Peru 
Panama  City, 

Panama 
Quito,  Ecuador 
Rio  de  Janeiro,  Brazil 
Santiago.  Chile 
Sao  Paulo,  Brazil 
Manaus,  Brazil 

Europe 

London,  England 


BRANIFF 

Mainland  U.S.A.,  Hawaii,  Alaska,  Canada,  Mexico,  South  America  ^i^tuf^AA^fiC 


Consult  your  local  Yellow  Pages  for  Brantff 
telephone  lists  and  information. 
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At  Memorex,our  commitment! 
are  as  reliable  as  our  products! 

How  KLM  gives  cargo  the  Dulch  touch 


Harry  K.  Tckaiva,  Manager, 
International  Distribution  and 
Traffic,  Mernorex  Corporation, 
Santa  Clara,  California.  U.S.A. 

"Mernorex  is  a  high 
technology  company.  We 
design  and  manufacture 
advanced  information  storage, 
communications  and  media 
equipment  for  customers 
worldwide.  We  stake  our 
reputation  on  integrity.  We've 
survived  and  grown  in  a  very 
competitive  industry  because 
we  consistently  provide  high 
quality  products  and  service. 
Every  week,  we  send  a  large 
shipment  of  products  and  parts 
from  California  to  our  factory 
in  Belgium.  Goods  must  arrive 
on  schedule  and  intact.  We  use 
KLM  Cargo  because  it  provides 
dependable  service.  If  ever  a 
problem  occurs,  it  usually  takes 
only  one  phone  call  to  solve  it. 
That's  the  kind  of  respon- 
siveness we  count  on." 
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Time  is  money 

Products  can't  earn  money 
sitting  in  cargo  terminals. 
Goods  en  route  won't  help 
your  cash  flow.  Memorex  is 
well  aware  of  that.  With  40% 
of  its  revenue  from 
international  sales,  the 
company  relies  on 
KLM  for  fast  delivery. 
That's  the  Dutch 
Touch. 

Excellence 
demands 
excellence 


Mernorex  built  its 
business  on  excellence. 
And  expects  it  from  its 
suppliers,  too. 


Mr.  Tekawa  says  his  company's 
goal  is  'to  become  our 
customers'  standard  of  value.' 
So  is  ours. 

Our  service  must  be  reliable 
and  efficient.  With  2500 
specialists  around  the  world 
dedicated  to  cargo,  it  is.  That's 
the  Dutch  Touch. 

Your  problem  is 
our  problem 

Every  product  and  its 
handling  requirements  are 
unique. 
For  Memorex,  trucks 
transport  goods 
directly  from  our 
300,000  sq.  ft. 
cargo  center  at 


Schiphol  Airport,  Amsterdam, 
to  its  Liege,  Belgium,  plant. 

KLM  is  large  and  flexible. 
For  a  growing  company  like 
Memorex  our  network  of  somei 
110  cities  in  70  countries 
is  an  asset.  Rush  order  or 
normal  time,  KLM's  reputation' 
depends  on  meeting 
commitments  as  much  as 
Memorex's.  That's  what  the 
Dutch  Touch  is  all  about. 


KLM 

;ar(50 


KLM  CARGO 


Why  Floating  Exchange  Rates 
Aren't  Doing  Their  Job 

With  a  cup  of  coffee  costing  $2  in  Tokyo  and  an  ordinary  shirt  $30  in  Zurich, 
the  weakness  of  the  dollar  is  more  for  psychiatrists  than  for  economists. 


The  world's  finance  ministers  and  cen- 
tral bankers  meet  in  Washington  in  late 
September  for  their  usual  annual  World 
Bank-International  Monetary  Fund  Con- 
ference. This  year  they  face  the  dismal 
fact  that  established  theories  about  auto- 
matic correction  of  trade  imbalances 
through  currenc\  adjustments  are  not 
working  as  expected. 

When  the  yen  goes  up  against  the 
dollar,  theory  is  clear  as  to  what  will 
happen:  More  people  will  buy  U.S. 
goods,  fewer  will  buy  Japanese  goods.  As 
a  result,  demand  for  the  dollar  (to  pay  for 
the  U.S.  goods)  will  strengthen  and  de- 
mand for  the  yen  (to  buy  Japanese  goods) 
will  weaken.  Voild!  Either  the  exchange 
rate  between  the  two  currencies  will  sta- 
bilize, or  the  dollar  may  actualK  go  up. 

In  theory. 

Weil,  the  yen  has  appreciated  39% 
against  the  dollar  since  1973.  Japan  is 
still  running  record  surpluses.  The  dollar 
has  been  under  pressure. 

The  IMF  takes  a  confident  view:  "If 
changes  in  relative  prices,  adjusted  for 
exchange  rates  up  to  the  middle  of  1978, 
are  considered  ...  by  1980  these  will 
lead  to  a  significant  improvement  in  the 
U.S.  trade  balance  and  a  major  reduction 
in  the  surpluses  of  Japan  and  the  Federal 


Republic  of  Germany.  .  .  .  Exchange 
rate  changes  in  1977  and  the  early 
months  of  1978  should  lead  to  a  substan- 
tial improvement  in  the  pattern  of  trade 
balances  among  industrial  countries  dur- 
ing the  next  two  to  three  years."  In  two 
to  three  years.  But  by  then  the  whole 
situation  may  have  changed  again. 

The  simple  mechanical  universe  pos- 
tulated by  economics  no  longer  exists — if 
it  ever  did.  Consider  the  situation  in- 
volving oil  prices.  They  are  set  in  dollars. 
Japan  is  a  huge  purchaser  of  oil.  So, 
when  the  yen  goes  up  against  the  dollar, 
Japan's  oil  costs  go  down.  This  reduces 
costs  for  Japanese  manufacturers.  So, 
part  of  what  they  lose  in  exchange  the\ 
get  back  from  the  oil  price. 

Under  ordinary'  circumstances,  each 
country's  trade  is  supposed  to  respond  to 
changes  in  relative  exchange  rates  in  the 
form  of  what  has  been  described  as  the  "J- 
ciwve.  "  Don  t  be  alarmed.  This  bit  of 
jargon  simply  means  that  there  is  a  lag 
between  the  time  exchange  rates  shift 
and  when  purchasing  patterns  change 
sufficiently  to  change  the  balance  of 
trade.  Here's  a  J -curve  (see  cTiarf,  p.  122): 

Why  "J'  ?  Because  this  letter  droops 
down  before  it  starts  to  rise  sharply.  In 
economic  theory  the  same  thing  hap- 


pens: The  first  effect  of  the  decrease  in 
the  value  of  a  currenc\'  like  the  dollar  is 
to  worsen  the  balance-()f-pa\  inents  defi- 
cit. The  nation  with  a  trade  deficit  whose 
currency  has  fallen  experiences  an  even 
bigger  deficit — at  first — because  imports 
continue  to  flow  in  at  prices  which  have 
appreciated  with  the  value  of  the  curren- 
c\'  of  the  country  of  origin. 

After  the  initial  increase  in  the  defi- 
cit— the  droop  in  the  J — there  is  consid- 
erable improvement  in  the  trade  balance 
and  a  shift  from  deficit  to  surplus.  The 
upswing  starts  when  imports  become  ex- 
pensive and  exports  are  cheap.  Total  im- 
ports shrink  while  exports  expand  and 
trade  looks  good. 

This  is  all  in  theory  and  over  the  long 
run.  It  ignores  the  fact  that  the  dollar  is 
not  we-ak  in  general  but  only  weak 
against  a  relatively  few  currencies.  Since 
1973  it  has  fallen  5.2%  against  all  curren- 
cies on  items  included  in  international 
trade.  This  modest  decline  may  surprise 
people  wfio  think  in  terms  of  a  collapsing 
dollar — or  for  people  who  have  recently 
paid  $2  for  a  cup  of  coffee  in  Tokyo  or 
hired  a  hotel  room  in  Frankfurt  for  $80. 
But  it  is  true.  And  it  is  also  true  that  over 
the  years  since  the  oil  crisis  erupted  the 
dollar  has  actually  strengthened  against 


The  Dollar- Yen  Myth 

Japanese  workers'  monthly  earnings  have  been  rising  steadily,  but  their 
buying  power  has  been  eroded  by  inflation.  Despite  the  yen's  climb,  little 
remains  from  wages  at  the  end  of  each  month  for  purchase  of  foreign  goods. 


-Monthly  Japanese  Wages   — The  U.S.  Worker — 

Change  Change 


Earnings 

Cost 

Worker 

from 

Yen 

from 

in 

of 

Buying 

Year 

per 

Buying 

Year 

Yen 

Living 

Powert 

Before 

Dollar 

Powert 

Before 

1971 

88,429 

143,554 

320.1 

$732.41 

1972 

102,075 

+  4.4% 

158,745 

-1-10.6% 

301.24 

758.51 

-h3.6% 

1973 

120,430 

-1-11.8 

167,497 

+  5.5 

280.17 

762.64 

+0.5 

1974 

151,694 

-^24.3 

169,680 

+  1.3 

300.41 

729.90 

-4.3 

1975 

177,213 

-H1.9 

177,213 

+  4.4 

305.67 

709.65 

-2.8 

1976 

200,242 

+  9.3 

183,204 

+  3.4 

294.70 

721.72 

-t-1.7 

1977 

219,620 

+  8.1 

185,961 

+  1.5 

241.02 

728.85 

-1-0.9 

Current 

237,629* 

+  4.1 

193,194* 

+  3.9* 

185.t9 

732.67* 

+0.5* 

*1978  estimated. 

tin  1975  yen. 

t\n  1975  dollars. 
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banks    and    outright  traders — all  are 
shorting  the  dollar,  not  because  the\ 
think  it  is  overpriced  but  because  th(  \ 
think  it  is  going  to  continue  to  go  down 
Smart  speculators  ne%er  buck  a  trend. 

The  cure  must  lie  in  the  realm  of 
psNchology  rather  than  in  the  realm  ot 
economics.  The  U.S.  government  and 
the  Federal  Reserve  Board  know  this. 
Their  campaign  to  strengthen  the  dollar 
is  likeK  to  be  a  war  of  ner\es  against  the 
speculators.  Unbalance  them.  Give 
them  some  occasional  bloody  noses.  The 
game  has  already  started. 

The  Federal  Reserve  has  raised  the 
discovmt  rate  and  generalK  tightened 
credit  to  demonstrate  to  European  and 
Japanese  currenc\  speculators  that  it 
aims  to  stabilize — and  even  raise — the 
\  alue  of  the  dollar.  The  Treasury .  mean- 
while, has  stepped  up  the  sale  of  gold 
and  is  working  hard  on  the  nitt\  -gritt\  of  i 
a  wage-price  anti-inflation  program.  The  j 
Administration  and  Congress  are  inde-  j 
pendentK  trxing  to  show  fiscal  responsi- 
bilit>  vsith  steadily  shrinking  budget 
deficits  as  a  goal.  News  of  these  objec- 
tives has  come  out  not  as  a  single,  mas- 
sive announcement  but  in  a  steady 
stream  of  actions  and  press  releases. 
There  wiW  be  more  of  this  and  it  is  highly 
likeK  to  succeed — because  no  one  but 
no  one  realK  thinks  the  Japanese  yen  is 
worth  anv  thing  like  190  to  the  dollar  or 
the  Swiss  franc  is  worth  60  cents.  ■ 


Warner-Lambert  Company 


has  acquired  in  excess  of  75% 
of  the  outstanding  Common  Stock  of 


Entenmann's,  Inc. 


The  undersigned  acted  as  financial  advisors  to  Entenmann's,  Inc. 
in  this  transaction  and  assisted  m  the  negotiations. 


Blyth  Eastman  Dillon  &  Co.    Dean  Witter  Reynolds  Inc. 

Incorporated 

September  6, 1978 


most  currencies.  The  British  pound  is  off 
20%  versus  the  dollar.  The  Italian  lira  is 
down  32%,  the  French  franc  has 
slumped  2.2%. 

So,  what  s  the  problem?  SimpK  that 
the  yen  and  the  deutsche  mark  and  a  few 
other  currencies  ha\e  been  strong 
against  the  dollar.  Besides  the  Japanese 
yen  s  39%  increase,  there  is  the  mark  s 
22%  and  the  Swiss  franc  s  86%  increase. 

Special  cases,  all  three.  Take  Japan. 
The  Japanese  are  not  mere  statistics. 
The>'  arc  flesh-and-blood  human  beings 
with  whims  and  fancies,  living  in  a  tight 
societv'.  This  society  does  not  like  foreign 
goods.  It  prefers  to  buy  Japanese.  So,  no 
matter  how  high  the  \  en  goes  the  Japa- 
nese aren  t  likeK'  to  buv  huge  amounts  of 
foreign  goods. 

Gennany?  German  workers  go  home 
with  plenty  of  money,  but  thev  are  sav- 
ing, not  spending.  The  consequence  is 
that  the  German  trade  surplus  does  not 
shrink.  Savings  in  Germany  do  grow. 
That  is  why  a  German  bank  is  one  of  the 
few  in  the  world  that  could  make  an  offer 
to  buy  the  billion-dollar  \\brld  Trade 
Center  in  New  York  from  the  Port  Au- 
thoritv  of  New  York  &c  New  Jersev'. 

For  little  Switzerland,  the  currency 
strength  is  not  a  matter  of  exports  being 
greater  than  imports.  The  Swiss  econo- 
my is  not  so  large  and  important.  Swit- 
zerland is  the  Las  Vegas  of  the  Conti- 
nent. You  go  there  to  bet  your  money 


and  trv  to  come  home  with  more  than 
vou  put  down  on  the  tables.  Few  do. 

This,  then,  is  the  dilemma  facing 
American  economic  policv  makers.  .\ 
cheaper  dollar  has  made  only  marginal 
differences  in  the  German  and  Japitnese 
trade  surpluses — especially  the  former — 
which  have  contributed  to  the  huge  defi- 


The  J-Curve  Theory 


Balance  of  Trade 


Devaluation 
Imports 
Draw  Less 
Money.  Exports ) 
Are  Costlier 


Consumers 
Perceive 
Price  Change, 
They  Buy 


\ 

Exports  Pick  Up 
As  Prices  Become 
Competitive  in 
World  Markets. 


Fewer  Imports       The  Surplus  Grows 


cit  in  the  U.S.  balance  of  payments. 

No  one  doubts  that  the  dollar  is  now 
cheap.  Look  at  the  wa\  tourists  are  flock- 
ing here  and  the  w  av'  foreigners  are  snap- 
ping up  U.S.  property. 

The  real  problem  is  speculation.  Mul- 
tinational    corporations.  international 


TIME  talks  to  the  many  worlds 
of  multinational  marketing. 

It's  not  just  one  big  simple  world  out  there,  but  many; 
and  you  can't  hope  to  advertise  effectively  to  all  of  them 
with  big  simple  broadside  advertising. 

What  you  need  is  precision  and  flexibUity. 
And  the  best  place  for  that  is  TIME. 
There  are  160  international  editions  of  TIME.  Big 
broad-brush  editions  that  go  to  Europe,  Latin  America, 
Canada,  the  Pacific.  Other  editions  that  can  carry  your 
advertising  to  regions,  nations,  even  individual  cities. 
So  you  can  put  your  international  advertising  precisely 
where  your  market  is. 

And  wherever  it  appears,  TIME  is  the  same 
influential  news  magazine  that's  read  each  week  by 
26,000,000  people  around  the  world. 

International  marketing  is  worlds  within  worlds, 
and  you  can  reach  all  of  them,  with  precision  and 
flexibility,  in  TIME. 

For  more  information,  call  Dave  Gibson,  U.S.  Area 
Director  for  the  International  Editions.  His  telephone 
number  is  (212)  556-4956. 


Now  you  can  determine 
your  building^  energy  saving  potenda 
widiout  spend&ig  a  penny* 


TCI 


Everybody's  talking  about 
saving  energy,  but  with 
'  one  very  obvious 
omission.  How  much  your 
building  —  with  all  its  idiosyn- 
crasies— actually  can  save  in 
dollars  and  cents. 

Nobody  has  been  telling  you 
that.  At  least,  not  for  free.  Until  now. 
Because  now,  Honeywell  is  offering 
a  computer  analysis  of  your 
building's  energy  saving  potential 
at  no  cost  to  you,  except  for  the  time 
it  takes  to  give  us  the  necessary  data. 

How  to  Get  The  Bottom  Line 

Just  ask  your  builciing  operations 
manager  to  complete  our  computer 
questionnaire  and  mail  it  to  us. 
We'll  feed  it  through  our  computer 
and  mail  back  The  Bottom  Line 
report  for  your  building. 

Why  are  we  doing  all  this?  Because 
after  you've  done  the  obvious  to 
save  energy,  the  next  steps  cost 
money.  And  we  feel  you  should  have 
a  fair  idea  of  what  you  might 
save  before  you  consider  investing 
in  an  energy  management  system. 

The  Basics  of  Saving 

Once  you  know  your  energy 
saving  potential,  you'll  find  that  there 
are  a  variety  of  ways  Honeywell  can 
help  you  achieve  those  energy  savings 

The  most  basic 
way  is  by  replacing 
or  upgrading  your 
automatic  temper- 
ature controls. 
For  a  minimum 
expense, 
Honeywell 
can  apply 
advanced  control 
techniques  to  help 
save  a  significant 
amount  of  energy. 

Your  building  may  justify 
a  central  computer  system  that 


THE 


provides  management  disciplines 
exactly  according  to  your  needs. 
Honeywell's  Delta  1000  is  just  such  a 
system.  It  continuously  takes  the 
pulse  of  your  building,  checking  such 
things  as  occupancy  schedules, 
temperatures,  humidities,  equipment 
status  and  electric  demand. 
Then  it  reacts  automatically,  taking 
control  of  your  fans,  pumps, 
boilers  and  chillers  in  the  most  energy- 
conscious  fashion. 

Honeywell  central  control  systems 
already  have  proven  themselves 
in  thousands  of  buildings.  And  when 
Delta  is  applied  to  energy  manage- 
ment functions,  20-30% reductions  are 
common.  Manpower  savings  can  be 
even  greater.  Return  on  investment? 
Expect  a  fast  1-  to  3-year  payback. 

A  Few  More  Ways  to  Save 

If  you  have  a  smaller  building  or 
have  less  sophisticated 
control  needs,  you  may  want 
to  share  the  cost  of  a 
Delta  system  by  joining 
Honeywell's  BOSS  program. 
BOSS  allows  you  to  join 
a  network  of  buildings  all 
monitored  and  controlled 
24  hours  a  day  by 
trained  Honeywell 
personnel  from  a 
single  BOSS  center  in 
your  area. 
We  can  even  make  your 
existing  mechanical  systems  more 
energy-efficient  through  a  program 


il 


of  regular  preventive  maintenan< 
With  a  Honeywell  preventive 
maintenance  agreement,  you  can  ] 
on  a  fixed  annual  maintenance 
budget. 

Honeywell,  the  People  Pla 

It  takes  a  lot  more  than  hardMlf^ 
to  solve  your  energy  problems.  It 
takes  software,  control  technolog  — 
And  most  importantly,  human  sk 
and  experience 

That's  where  Honeywell  com^§-^ 
in.  Not  only  do  we  give  you  state 
the-art  computers  with  proven 
application  packages,  but  we  also 
you  the  people  it  takes  to  enginet 
the  system  exactly  to  your  needs, 
get  it  installed  on  time  —  and  worl 
correctly.  We  manage  your  projec 
the  way  a  good  contractor  manag 
construction  job.  Our  applicatior 
engineers,  installation  crews  and 
tech  reps  bring  years  of  Honeywf 
capability  and  experience  to  youi 
job.  And  we  pass  on  our  know-h 
through  after-sale  education  pro- 
grams so  you  can  get  the  most  ou 
your  systems. 

That's  the  biggest 
difference  between 
Honeywell  and  the 
hardware  companies. 
Honeywell  is  with 
you  from  start 
to  finish. 

Back  to 
the  Bottom 

But  now  we're  getting  a  bit  ah 
of  ourselves.  Let's  get  to  the  hean 
of  the  matter.  Your  own  bottom  I 
on  energy'  savings.  Send  us  the 
computer  questionnaire  and  we'll ; 
you  The  Bottom  Line. 

Or  for  more  information,  writ 
Honeywell,  Commercial  Division 
Department  10K14  ,  Minneapol 
MN  55408. 


Fill  in  this  Honeywell  computer  questionnaire  for  a 
ree  bottom  line  analysis  of  your  building^s  energy  saving  potential. 


Instructions 


Please  print  an  answer  for  every  question  (even  if  it's  NA  — 
'  )t  applicable). 

If  you  have  several  buildings,  each  with  its  own  electric,  fuel,  or 
iirchased  energy  records,  use  a  separate  survey  form  for  each 
iilding. 

1.  If  you  have  a  multiple-building  complex,  with  a  single  energy 
3St  total,  use  this  total  in  tilling  out  the  survey  form. 
.  Mail  this  completed  questionnaire  to: 
lONEYWELL,  Commercial  Division, 
)ept.  10K14,         Minneapolis,  MN  55408. 
his  offer  \'alid  onlv  in  the  United  States  and  Puerto  Rico. 


Energy  History 


Year  of  energy  history  19  

Number  of  months  covered  

Total  amount  of  electricity  used_ 
Total  cost  of  electricity  $  


-(maximum  12  months) 
 kwh  203 

204 


What  %  of  the  above  electrical  cost  is  demand  charges- 
Total  amount  of  natural  gas  used  _ 


205 
206 


ddress 


100  cu.  ft.  □   therms  □    1 ,000  cu.  ft.  □  207 
Total  cost  of  natural  gas  $  


Executive  Requesting  Data 


Total  amount  of  fuel  oil  used  _ 

Total  cost  of  fuel  oil  $  

Type  of  fuel  oil  #. 


-gals  209 
210 


Total  amount  of  purchased  steam- 
Total  cost  of  purchased  steam  $  


-mlbs  212 

213 


>rgani:ation 


111  Zip 


rea  Coile 


Telephone  Number 


107 
108 
109 
110 
112 
113 


Total  amount  of  purchased  chilled  water  £11 

million  btuD   ton/hrs  □    21 5 

Total  cost  of  purchased  chilled  water  $  2i6_ 

Total  cost  of  fuel  or  purchased  energy  for  hearing  only 

$  2IL 

Is  this  an  all-electric  building?    Yes  □   No  □  218 


Chilled  Water  Plant 


Building  Data 


uilding  name 


Hectric  drive  centrifugal  capacity  

Steam  turbine  centrifugal  capacity- 
Absorption  machine  capacity  

Reciprocation  machine  capacity  


-tons  401 

-tons  402 

-tons  403 

-tons  404 


ddress 


102 


Interior  Lighting 


103 


104  Zip 


?rson  in  charge  of  physical  plant 

jToss  floor  area  heated  or  cooled- 


-sq.  ft. 


120 
121 


Jumber  of  floors,  including  basement  

Vpe  of  building:  'Office  D^Store  □  ^College  □2Apt.-Hotel  □ 
IthurchOs  8  Industrial  □  3  Hospital  □  6 School  □ 
>her  □  9  ^ 


Total  KW  of  installed  lighting: 

Fluorescent  kw  50i  Incandescent  

Hours  per  week  lighted  space  is  fully  occupied*; 

Ruorescent  hrs/wk  502  Incandescent  

Hours  per  week  lights  are  on: 

Huorescent  hrs/wk  503  Incandescent  

Lights  are  on  during  unoccupied  hours  because  of: 
Janitors  Di  Overtime  02  Both  03  Other  ^4 


504 

—kw 


505 

-hrs/wk 

506 

-hrs/wk 


Space  Conditioning  Equipment  and  Schedules 


Dciuble  Duct  Single  Zone  Variable  Air  Perimeter  Packaged  Room 

or  Muiti:one  Reheat  Htg.  and/or  Volume  Induction  Heating  and/or 

Systems  Systems  Cooling  Systems  Systems  Systems  Cooling  Units 


Ibtal  HP  all  air  handling  fans: 


-hp  302 


-hp  310 


-hp  318 


-hp  326 


-hp  334  . 


-hp  342 


fotal  CRvl  handled: 


-cfm  303 


-cfm  311 


-cfm  319 


-cfm  327 


-cfm  335 


-cfm  343 


lercent  of  outside  air: 


_%  304 


_%  312 


_%  320 


_%328 


_%  336  . 


_%  344 


fotal  hours  HVAC 
lits  run  each  week: 


-hrs  305 


-hrs  313 


-hrs  321 


-hrs  329 


-hrs  337 


-hrs  345 


btal  hours  per  week  spaces 
erved  are  fully  occupied:* 


-hrs  306 


-hrs  314 


-hrs  322 


-hrs  338 


-hrs  346 


lOtal  cooling  capacity  for    307   315   323   331   339   347 

''  -WAC  units  having  inter-  btu  tons       kw  btu  tons       kw  btu  tons       kw  btu  tons       kw  btu  tons       kw  btu  tons 

lal  refrig.  compressors.      308  □    □    □   316  □    □    □   324  □    □    □  332  □   □    □   34o  □    □    □   348  □    □  □ 


is  building  occupied  on  weekends?  Yes  □  No  0352 
Temp,  normally  maintained  during  cooling  season  - 


Number  of  holidays  and/or  shutdovxn  days  per  year. 


_°F  354  Heating  season  daytime  temp.  ( normal  setting )- 


-days  353 
_°F  355 


s  the  temperature  set  back  at  night  during  the  heating  season  ?   Yes  □  No  □  356 


•''Do  not  include  hour>  ttirkmitt^nnl  ser\'ice  ot  cn>ual  oxertime 


It's  good  business  to  run  a  fine-tuned  building. 


Honeywell 


Leave  The  Driving  To  Me 

While  Gerry  Trautman  was  building  Greyhound's  food  and  finance 
operations,  the  bus  business  almost  went  off  the  road.  That's  why 
Trautman,  on  the  edge  of  retirement,  is  back  at  the  wheel. 


By  NORMAN  PEARLSTINE 

Greyhound  Corp.'s  Gerald  H.  Traut- 
man doesn't  regard  himself  as  an  indis- 
pensable man  (for  some  executives  who 
do,  see  p.  44).  His  management  contract 
expires  in  June  1980,  when  he  will  be 
almost  68.  Trautman  has  already  told  the 
board  he  plans  to  retire  at  that  time. 
Why,  then,  with  less  than  two  years  to 
go  was  Trautman  tightening,  rather  than 
loosening  the  reins  of  power  at  the  giant 
(revenues,  $4  billion)  food-finance-and- 
travel  conglomerate?  For  the  simple  rea- 
son that  when  he  retires  Trautman 
doesn't  want  to  leave  a  mess  behind. 

In  August  Trautman  added  to  his  con- 
siderable duties  by  becoming  chairman 
of  Greyhound  Bus  Lines,  Inc.,  the  diver- 
sified company  s  ailing  nationwide  trans- 
portation subsidiary.  His  move  was  ac- 
companied by  a  purge  of  at  least  six  of 
the  bus  line's  top  officers,  including 
Trautman's  onetime  prote'ge',  James  L. 
Kerrigan,  whom  he  replaced  as  chair- 
man, and  Harr\  J.  Lesko,  the  unit's 
president.  Kerrigan,  a  tough,  outspoken 
executive  with  30  years  in  the  bus  busi- 
ness, will  remain  a  vice  chairman  of  the 
parent  corporation  and  will  continue  to 
run  Greyhound's  food  service,  bus  man- 
ufacturing and  services  divisions.  But 
without  control  of  the  transportation 
unit,  which  had  revenues  of  $693  million 
in  1977,  his  fief  will  be  less  than  half  its 
former  size.  Lesko's  fall  from  grace  was 
even  harder.  Trautman  says  he'll  either 
run  one  of  the  company's  smaller  bus 
lines  or  be  made  an  area  manager  for 
Greyhound's  rental  ear  operation. 

Sitting  in  his  20th-floor  office  atop 
Greyhound's  Phoenix,  Ariz,  headquar- 
ters building,  the  soft-spoken,  sportily 
attired  Trautman  told  Forbes  he  decid- 
ed to  clean  out  the  bus  line's  manage- 
ment because  "There  was  some  evidence 
the  quality  of  bus  maintenance  was  dete- 
riorating, and  morale  in  the  field  wasn't 
what  it  should  have  been.  " 

While  maintenance  and  morale  may 
have  been  factors  prompting  Trautman's 
move,  money  was,  too.  The  transporta- 
tion division,  which  includes  the  bus  line 
and  about  16  smaller  units,  was  once  a 
money-making  machine  which  generat- 


ed the  profits  that  financed  Greyhound's 
expansion  into  meat-packing,  consumer 
products  and  finance  and  leasing  oper- 
ations. But  higher  labor  and  fuel  costs, 
competition  from  Amtrak  and  regulatory 
reluctance  to  grant  fare  increases  have 
narrowed  the  transportation  group's  net 
income  from  $35.7  million  in  1973  to 
$26.5  million  last  year. 

Greyhound  doesn't  break  out  bus  line 


Greyhound  s  Gerald  //.  Trautman 


Cleaning  up  the  mess. 

or  transportation  division  operations  for 
shareholders  on  a  (juarterly  basis,  but 
reports  on  file  with  the  Interstate  Com- 
merce Commission  indicate  that  busi- 
ness for  Greyhound  Lines,  Inc.  and  its 
consolidated  subsidiary,  WGL  Proper- 
ties, Inc.,  is  off  for  the  first  half  of  this 
year.  Vehicle  miles  driven  in  the  first  six 
months  of  1978  fell  7%,  to  192  million 
from  207  million  in  the  first  half  of  1977, 
and  the  number  of  revenue  passengers 
fell  4%  to  26.4  million  from  27.5  million. 

Trautman  says  competition  from  air- 
lines offering  cheap  fares  "may  have  had 
a  little  impact"  on  the  bus  line's  busi- 
ness, and  he  says  profits  were  also  hurt 
by  the  ICC's  refusal  to  grant  fully  the  bus 
industry's  recent  request  for  a  10%  rate 
increase.  But  it  is  also  clear  that  Grey- 


hound, which  regularly  commands  about 
60%  of  the  intercity  bus  market,  has 
been  hurt  by  some  serious  marketing 
blunders  by  Kerrigan  and  his  aides. 

The  normally  locjuacious  Kerrigan 
wouldn't  talk  to  Forbes  about  the  prob- 
lems that  led  to  the  setback  in  his  career, 
but  Kevin  Murphy,  the  equally  articu- 
late president  of  Trail  ways.  Inc.,  Grey- 
hound's main  rival  in  the  bus  business, 
was  more  than  happy  to.  Murphy  says 
Greyhound  was  wrong  to  run  commer- 
cials inviting  comparisons  with  the  air- 
lines. "That  wasn  t  the  brightest  market- 
ing device  in  the  world,"  he  says. 

Murphy  also  says  Greyhound  was  hurt 
by  its  pricing  policies — "antics  "  Murphy 
calls  them.  In  June  Greyhound  slashed 
some  of  its  fares  by  as  much  as  50%  in  an 
effort  to  gain  business.  Sa\s  Murphy: 
"We  didn't  go  along  because  we  knew 
we'd  lose  our  shirts.  They  soon  discov- 
ered they  were  losing  their  shirts." 
Greyhound  ended  most  of  its  discount 
programs  on  July  15,  but  that  left  it  with 
prices  that  were  in  many  cases  higher 
than  Trailways',  and  Murphy  has  been 
capitalizing  on  the  difference  in  an  ad- 
vertising campaign  inviting  direct  price 
comparisons. 

Trautman  acknowledges  these  mis- 
takes and  says  he  will  probably  dump  the 
ad  campaign  comparing  buses  to  planes 
since  "we  don't  compete  with  airlines  on 
longer  distances.  "  He  also  says  the  line  is 
again  reviewing  all  its  pricing  policies 
and  he  expects  to  put  it  back  in  a  position 
where  it  can  again  say:  "There  is  no  rate 
lower  than  a  Greyhound  rate.  " 

What  went  wrong  in  this  well-run  con- 
glomerate? The  best  answer  is  that 
Trautman  was  so  busy  developing  Grey- 
hound's other  divisions  that  he  left  the 
bus  line  decisions  to  others. 

Since  becoming  Gre\  hound  s  chief  ex- 
ecutive in  1966,  Gerry  Trautman,  a  Har- 
vard Law  graduate  and  former  San  Fran- 
cisco lawyer,  has  worked  hard  to  expand 
it  from  a  bus  company  into  a  diversified 
conglomerate  with  extensive  food,  finan- 
cial and  service  interests.  In  the  process, 
he  has  built  Greyhound  from  a  company 
with  annual  revenues  of  $.535.5  million 
and  net  income  of  $46.9  million  as  of 
1966  to  one  with  revenues  of  $3.85  bil- 
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Manufacturers  is  a  very  profitable 
bank.  For  1977,  we  returned  a  remarkable 
20.4%  on  shareholders'  equity  (average 
at  the  beginning  and  end  of  year). 
And  our  ratio  of  profit-to-employee  is 
one  of  the  highest  among  California  banks. 

When  you  meet  our  key  people,  you 
know  why.  They  are  bankers'  bankers. 
Mature,  decisive  business  people.  Sure 
in  their  judgments.  Steeped  in  their 
specialties. 

Sam  Simons,  for  instance,  has  been 
extending  credit  to  the  apparel  industry 


for  over  40  years.  S.  Price  Scott  has  spent 
30  years  making  interim  construction 
loans.  Richard  Stebbins  has  28  years  in 
installment  lending.  They  run  three  very 
profitable  departments.  Like  all  of  our 
key  people,  they  were  experienced  bankers 
before  they  came  to  us. 

So,  when  people  ask  why  our  ratio 
of  profit-to-employee  is  so  high,  we  have 
a  ready  answer 

It's  those  mature  investments  we 
have  working  for  us. 

Manufacturers 

mamM  not  just  another  bank 


Our  most  profitable 
investments 
come  to  us  fully  matured 


135  East  Ninth  Street,  Los  Angeles,  CA  90015  -  213/628-0311.  Offices  in  Downtown  Los  Angeles,  Hollywood,  Beverly  Hills,  Encino, 
Van  Nuys,  Sherman  Oaks,  Granada  Hills,  and  Newport  Beach.  Memb<2r  FDIC. 
We  are  traded  over  the  counter  NASDAQ  symbol  MBLA.  Write  or  phone  Alex  Alt,  Vice  President,  for  1977  annual  report. 


ie  never  got  elected. 

But  he  altered 
our  government. 


Norman  Thomas... he  never 
scored  more  than  2.2%  of  the 
popular  vote— a/ways 
a  c  andidate,  never 
a  President. 


For  years.,  people  thought  his 
Socialist  ideas  outlandish.  Yet 
the  hard-luck  years  of  the  thirties 
saw  many  of  his  theories,  for 
better  or  worse,  put  to  practice. 

And  the  role  of  our  government 
was  changed,  perhaps  forever. 

Which  proves  a  point:  one  per- 
son can  move  mountains,  even 
from  the  sidelines.  And  you  don't 
have  to  be  a  presidential  candidate 
to  dt)  it. 

That  point's  never  been  truer  th 
today.  Because  the  movers  now  come  from 
everywhere  — the  factory,  the  kitchen,  the 
office.  And  this  can  affect  your  business 
profoundly. 

One  letter  to  a  regulatory  agency  or  con- 
gressman, one  person  (whether  right  or 
wrong)  dissatisfied  with  a  product  or  service, 
and  your  company  can  find  itself  embar- 
rassed—or worse. 

Which  is  why  it's  more  important  than  ever 
to  state  your  case  where  the  influence  now 
is  :  with  The  People  — the  thoughtful  people 
who  are  willing  to  listen  to  your  stor>'.  told 
persuasively,  truthfully,  in  a  "people"  tone 
of  voice. 

So  tcxJay  many  companies  apply  this  logic: 

1.  You  never  know  where  you  will  need 
friends  tomorrow... so  make  them  now. 

2.  Corporate  advertising  should  try  to 
make  friends  everywhere— among  millions. 

3.  You  stand  the  best  chance  of  making 
friends  among  reasonable,  thoughtful,  open- 
minded  people. 


4.  Especially  when  you  catch  them  in  a 
friendly  mood,  prepared  to  believe  what  you 
have  to  say. 

In  short.  Reader's  Digest. 
Reader's  Digest,  alone,  offers  a  special 
forum  of  millions  upon  millions  of  especially 
thoughtful  and  intelligent  people.  (The 
Digest  reaches  nearly  38%  of  people  who 
serve  on  local  government  bodies,  about  46% 
of  all  who  wrote  an  elected  official  during  the 
past  year.) 

We  would  like  to  tell  you  more  about  how 
to  put  your  corporate  message  before  the 
most  important  audience  you  have  in 
America:  Ours. 


Reader's  Digest 

The  place  to  make  friends  for  your  company. 


lou  ami  not  of  S82,5  million  last  yeai\ 
Gi"o>  lionnil  s  higsjost  splurge  came  in 
970  wlu-n  it  ai'<iuirecl  Armonr  &  C-o.  for 
ash,  notes  and  stock  worth  abont  $400 
iiillion.  Although  Armoin-  was  primarily 
bought  of  as  a  big,  stodgy  meat  company 
\ith  lots  of  revenues  and  little  else, 
I'rautman  realized  there  was  more  to  it 
han  that.  He  (juickK  sold  oft  a  number 
if  Armovu"  tli\  isions  for  about  S225  mil- 
ion  and  then  last  \ear  sold  Armour's 
pharmaceutical  operations  to  Revlon, 
)ringing  in  another  $87  million — reduc- 
ng  Gre>  hound  s  net  investment  to  S88 
Iiillion.  That  left  Gre\hound  wnth  own- 
rship  of  Armour's  food  operations  and 
Vrmour's  Dial  unit.  Together  the  two 
mits  generate  aftertax  net  income  of 
il)ont  $25  million  a  \ car — onK  about  1% 
if  re\enues.  but  a  solid  28%  return  on 
Greyhound  s  net  in\  estment  in  Armour. 
That  s  impressive. 

But  it  wasn't  eas\'.  Armour  s  Dial  soap 
and  canned  meat  operations  slumped  in 
the  first  half  of  the  \  ear  because  of  higher 
raw  material  costs.  Food-group  oper- 
ations are  up  a  bit  but  profit  margins 


I". .  .  The  diversification  has 
served  Greyhound  well 
[but]  the  bus  business  now 
needs  attention  .  .  ." 


ations  are  up  a  bit  but  profit  margins 
remain  slim.  In  an  effort  to  boost  profit- 
ability, Gre\hound  closed  two  unprofit- 
ible  slaughtering  plants  last  year,  taking 
HI  aftertax  cost  of  $9.7  million.  In  addi- 
tion, Trautman  recently  engaged  the 
Booz  Allen  &  Hamilton  consulting  firm 
to  study  all  Armour  operations. 

Trautman  has  also  put  heavy  emphasis 
in  developing  Greyhound's  financial  and 
leasing  operations.  The  financial  divi- 
sion's earnings  have  grown  sharply  over 
the  past  four  years  to  $25.8  million  in 
1977  from  $13.6  million  in  1974.  Earlier 
this  year  Greyhound  purchased  'Verex 
Corp.,  a  private  mortgage  insurance 
lirm,  for  about  $100  million.  Even  with- 
out Verex,  the  financial  division  is  likely 
to  replace  transportation  as  the  biggest 
contributor  to  corporate  earnings. 

Although  Trautman's  diversification  ef- 
forts have  served  Greyhound  extremely 
well,  it  is  clear  that  the  less  glamorous  bus 
business  now  needs  attention.  Trautman 
lias  appointed  a  longtime  bus  employee, 
F'rank  Nageotte,  to  serve  as  the  unit's 
president  and  chief  executive,  but  as 
I  hairman  he  will  probably  be  calling  the 
^llots  for  the  line.  "If  we  operate  a  good 
service,  we  ought  to  get  the  patronage  and 
w  e  ought  to  be  profitable, "Trautman  says. 
Meanwhile,  he  is  working  hard«;r  than 
ever  to  make  sure  that  when  he  keeps  his 
date  with  retirement  he'll  be  leaving  be- 
hind a  company  in  totally  good  shape.  ■ 


LOOK  TO  THE  STARS. 

Compare  the  tax-free* 
yield  of  Fidelity  High  Yield 
Municipals  with  that  of  any 
other  fund,  managed  or 
unmanaged. 

Then,  consider  The 
Fund's  features.  Full-time 
management.  Daily  liquidity. 
Automatic  reinvestment. 
No  sales  charge. 

We  think  this  combina- 
tion of  high  tax-free  yield  and 
features  is  unmatched. 

Learn  more  today. 

GUI  FREE 
(800)  225-6190 

in  Mass.  call  collect  (617)  726-0650 

'  A  p<ir1iun  may  be  subject  to  Federal,  state  iir  local  taxes. 


FBEUTY 
MGHVELD 
MUNKntLS 

PO  Box  832,  Dept.  FF81002 
82  Devonshire  St..  Boston.  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

Name  


.•\ddress . 
City  


-State. 


FIDELITY  GROUP 


-  Zip  - 


"I  couldn't  believe  that  just  walking  could  be  such 
good  exercise.  But  it's  true." 

Will  and  Tish  Grant  have  discovered  that  there  is  a  way  to  get  in  shape  and 
stay  in  shape  that  is  simple  and  fun.  More  important  — it  works.  They  follow 
these  rules: 

1.  Start  gradually.  When  you  begin,  just  walk  briskly  for  15  minutes  or  so 
each  day.  (That's  right,  just  walking  will  improve  your  circulation  and  muscle  tone.) 

2.  After  a  week  or  two,  increase  your  level  of  activity  a  little  bit  each  day. 
Soon  you'll  be  up  to  a  half  an  hour  a  day.  Then,  when  you're  ready  (your  body  will 
tell  you  when),  jog,  ride  a  bike,  or  swim.  Follow  one  routine  or  a  variety;  do 
whatever  you  enjoy  the  most. 

3.  Set  a  specific  time  each  day.  Perhaps  at  lunch  time  or  after  work.  Make 
exercise  a  part  of  your  daily  routine. 

4.  Get  a  friend  to  join  you.  Someone  to  talk  to.  Make  it  fun,  not  a  chore. 

5.  Most  important,  stay  with  it. 


In  the  long  run,  you'll  be  the  winner. 


For  more  information  write: 
Fitness 

Washington,  D.C.  20201 
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Faces  Behind  The  Figures 


Up  From  The  Cellar  

Lik<"  the  sportswriters  say  it,  in  the  wan- 
ing (lays  of  Sfpteniher,  the-  big  bats  were 
coining  ahve  for  Forrest  N.  Shunivvay, 
president  and  CEO  ol  Signal  Cos.,  Inc. 
Sinee  Signal  owns  half  of  the  California 
Angels,  the  tight  race  in  the  American 
League  s  West  Division  was  a  business 
matter  for  Shumway.  Win  or  lo.se,  the 
Anaheim  home  team  has  alreacK  broken 
attendance  records  as  almost  1.7  million 


Fairest  \.  Shumu  aij  of  Si<iii(tl 


The  "dumbest  deal"  i«  a  winner. 

cheering  lans  iia\c  so  iar  paid  tiicir  ua\ 
into  the  stadium  this  season. 

Whether  the  team  is  making  much 
money  for  Signal,  CJoldeii  West  Broad- 
casters, which  owns  the  Angels  and  a  hot 
Los  Angeles  TV  station,  is  certainK  mak- 
ing big  money.  Signal  originally  bought 
into  Golden  West  because  its  assets  were 
undervalued,  says  Shumway.  "But  now 
it's  a  big  earner.  We'll  get  $6  to  S7 
million  from  them  this  \  ear. 

Another  onetime  cellar  club  that  Sig- 
nal owns  also  has  made  a  neat  recover)  . 
When  the  company  bought  half  the 
shares  of  UOP,  Inc.  in  197.5,  Shumway 
recalls,  it  v\as  labeled  "the  dumbest  deal 
of  the  year,  "  what  with  that  bankrupt  oil 
refinery  UOP  had  ijuilt  in  Newfound- 
land. But  UOP  is  now  healtln  enough 
for  Signal  to  have  bought  the  rest  of  its 
shares  this  spring  for  $200  million. 

A  lot  of  people  laughed  when  Shum- 
way sold  Signal's  oil  properties  after 
turning  the  company  into  a  conglomer- 
ate— he  felt  it  wasn  t  big  enough  to  com- 
pete in  the  oil  business — but  tlu'\  aren  t 
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laughing  now.  Kvery  major  Signal  umf  is 
outperforming  last  \'ear"s  figures:  "Mack 
Trucks.  Garrett  Corp..  UOP  Signal 
earned  $.5. 1.3  per  share  in  1977  on  sales 
of  $3  billion  tmd  is  doing  a  lot  better  this 
year — $3.95  at  the  halfwa\  mark.  Signal 
stock,  which  was  itself  in  the  cellar  a  few 
years  ago  when  it  sold  at  40%  of  book 
value,  is  flying  high  these  days:  It  has 
been  as  high  as  60  this  year,  tripling  its 
price  in  just  24  months. 


Two  For  Three 

John  J.  V'eronis,  50,  is  laughing  again. 
He  just  sold  his  latest  publishing  ven- 
ture, four-year-old  Book  l^i^cst .  to  Dow 
Jones  for  around  $10  million  in  cash.  His 
share:  ma\be  $.500,000. 

Veronis  hasii  t  alwa\  s  had  so  much 
rea.sou  to  laugh,  (-urtis  Publishing  Co.. 
where  he  had  been  president  of  the  mag- 
azine division,  was  floundering  when  he 
left  in  the  spring  of  1964  to  become  an 
"eiitrepreiu'urial  [lublisher"  and  start 
something  called  Sen  s  W'omun.  But  the 
man  at  \BV.  who  wanted  to  back  him 
was  fired,  and  that  project  died. 

What  to  do?  Veronis  approached 
Marion  Harper  at  Interpublic,  the  ad 
agency  group.  Harper  didn't  buy  the 
idea,  but  he  liked  Veronis  and  put  him 
into  a  group  that  was  "l)rainstorming  the 
subject  of  communications.  Veronis 
thinks  that  the  group  did  have  an  objec- 
tive, but  when  Harper  was  fired.  Inter- 
publics  new  management  decided  to 
scrap  the  group. 

Next,  Veronis  and  Nicolas  CMiarne\ 
teamed  up  to  start  a  popular  psNchology 
magazine  called  Psii(  holo<i,[i  Today.  That 
one  worked,  and  in  1970  they  sold  out  to 
Boise  (Cascade  for  about  $20  million  in 
the  compaiu  s  stock.  X'eronis  sa\  s  he  had 

Book  Dific.st  ,v  /(i/i/i  /  Vcnmifi 


Entrepreneurial  publisher  at  DJ. 


no  intention  of  ever  leaving,  but  sudden- 
ly Boise  Cascade  ran  into  trouble.  The 
stock  price  tumbled.  And  out  went  Ver- 
onis and  C;hariiey.  Veronis  claims  that  by 
that  time  he  had  sold  off  much  ol  his 
Boise  stock. 

Next,  the  duo  tried  to  turn  venerable 
Saturday  Rcvuni  into  four  monthlies  and 
an  empire.  "It  was  a  major  disaster."  sa\  s 
Veronis.  They  lost  all  their  backers  $1-5 
million  and  went  bankrupt  in  April  1973. 

Veronis  says  he  began  moving  cau- 
tiousK  after  that.  "I  decided  in  July  of 
1973  to  start  Book  Digest,  which  was  the 
idea  of  .Martin  Gross,  now  the  editor.  " 
Needless  to  say,  there  weren't  as  many 
eager  backers  this  time.  Nonetheless, 
Veronis  managed  to  put  a  small  group 
together — including  ex-("BS  presiili'iit 
Frank  Stanton — and  launch  the  monthly 
digest  of  best-sellers  in  mid-1974.  Farly 
this  year  its  circulation  reached  a  mil- 
lion, but  it  has  yet  to  turn  a  profit. 

Promoting  mass-market  magazines 
thesi-  da\'s  fakes  big  money,  which  is 
\sh\  Veronis  brought  in  Warner  Com- 
munications as  a  backer  and  distributor 
in  1975  and  wh\  he  finalK  sold  to  Dow 
Jones.  He  says  he  will  stay  on  "to  help  it 
grow."  Then  he  spins  out  dreams  and 
numbers  about  the  growth  of  reading, 
book  publishing  and  the  wonder  of  it  all. 
What  s  next.  John? 


Executive  Transfusion 

There  is  room  at  the  lop  ol  (JliromalloN 
American  Corp.  after  all.  Following  the 
death  last  December  of  its  71 -year-old 
chairman,  Joseph  Friedman,  Chromal- 
lo\'s  top  management  was  in  disarrav 
(FonBt.S.  June  26  k  Guided  by  Friedman 
for  more  than  20  years,  thv  $  1 .3-billion- 
a-\ear  St.  Louis-based  conglomerate  fell 
into  the  unstead\  hands  of  other  old- 
timers.  But  last  month  Chromallo\  got 
its  long-needed  executive  transfusion 
w  ith  the  promotion  of  40-year-()ld  Leon 
H.  Toups  to  president  and  chief  operat- 
ing officer. 

loups  replaced  Irving  K.  Shepard, 
who  also  gave  up  the  title  of  chief  execu- 
tive officer  to  Cihairman  Wcsle\  J.  Barta. 
Shepard  continues  as  vice  chairman. 

"We  had  been  behind  the  curve  mov- 
ing young  people  up,'  admits  Barta,  65, 
who  joined  (^hromallox  ten  \ears  ago 
with  its  acciuisition  of  the  Valle\  Line 
barge  compain.  "  But  the  time  has  come 
to  let  them  run  the  compaiu. 

The  timetable,  in  fact,  to  move  in 
more  professional  and  aggressive  manag- 
ers was  accelerated.  Toups  had  been 
promoted  to  executive  vice  president  of 
operations  onl\  in  June.  mo\  ing  to  head- 
quarters from    Hoiima,    La    where  he 
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500,000  Shares 

(rd    MeTRO-GOLDWYN-MAVeR  INC. 

Common  Stock 


Price  $49,125  Per  Share 
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E.  F.  Hutton  &  Company  Inc. 

Swiss  Bank  Corporation  (Luxembourg)  Limited 

banque  de  Paris  et  des  Pays-Bas 

Bache  Halsey  Stuart  Shields    BIyth  Eastman  Dillon  &  Co.    Donaldson,  Lufkin  &  Jenrette    Drexel  Burntiam  Lambert    Kidder,  Peabody  &  Co. 

Incorporated  Incorporated  Securities  Corporation  Incorporated  Incorporated 

Letiman  Brothers  Kuhn  Loeb  Loeb  Rhoades,  Hornblower  &  Co.  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Incorporated  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker 

Incorporated  Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc.  Basle  Securities  Corporation  Shearson  Hayden  Stone  Inc. 

Oppenheimer  &  Co.,  Inc.        Thomson  McKinnon  Securities  Inc.        Advest,  Inc.        F.  Eberstadt  &  Co.,  Inc.        Legg  Mason  Wood  Walker 

Incorporated 

Moseley,  Hallgarten  &  Estabrook  Inc.  The  Robinson-Humphrey  Company,  Inc.  Stuart  Brothers  Tucker,  Anthony  &  R.  L.  Day,  Inc. 
Abu  Dhabi  Investment  Company  Algemene  Bank  Nederland  N.V.  A.  E.  Ames  &  Co.  Amsterdam-Rotterdam  Bank  N.V. 

Limited 

Andresens  Bank  AS  Banca  Commerciale  Italiana  Banca  del  Gottardo  Banca  della  Svizzera  Italiana  Banca  Nazionale  del  Lavoro 
Bank  Heusser  &  Co.  AG     Bank  In  Liechtenstein  AG     Bank  Julius  Baer  International     Bank  Leu  International  Ltd.     Bank  Mees  &  Hope  NV 

Limited 

Banque  Bruxelles  Lambert  S.A.  Banque  de  I'lndochine  et  de  Suez  Banque  de  I'Union  Europeenne 

Banque  de  Neuflize,  Schlumberger,  Mallet  Banque  de  Paris  et  des  Pays-Bas  (Suisse)  S.A.  Banque  Franpaise  du  Commerce  Exterieur 
Banque  Generale  du  Luxembourg  S.A.  Banque  Internationale  a  Luxembourg  S.A.  Banque  Louis-Dreytus  Banque  Nationale  de  Paris 
Banque  Populaire  Suisse  S.A.  Luxembourg  Banque  Privee  S.A.  Banque  Rothschild  Banque  Vernes  et  Commerciale  de  Paris 

Banque  Worms         Baring  Brothers  &  Co.,  Bayerische  Vereinsbank  Bergen  Bank  Berliner  Handels-  und  Frankfurter  Bank 

Limited 

James  Capel  &  Co.  Cazenove  &  Co.  Compagnie  Europeenne  de  Placements  Compagnle  Luxembourgeoise  de  la  Dresdner  Bank 
Compagnle  Moregasque  de  Banque  S.A.      County  Bank       Creditanstalt-Bankverein       Credit  Commercial  de  France       Credit  Lyonnais 

Limited 

Credito  Italiano  (Underwriters)  S.A.  Dalwa  Europe  N.V.  DBS-Daiwa  Securities  International  Ltd.  Den  norske  Creditbank 

Deutsche  Bank     Dominion  Securities      Effectenbank-Warburg      Euromobiliare  S.p.A.      Ferrier,  Lullin  &  Cie.  SA     Robert  Fleming  &  Co. 

Akiiengesellschatt  Limited  Al<liengesellschatt  Compagnia  Europea  Intermobiliare  Limited 

Guinness  Mahon  &  Company  Ltd.  Hambros  Bank      Handelsbank  N.W.  (Overseas)       R.  Henriques  Jr.  Bank  A/S      Hill  Samuel  &  Co. 

Limited  Limited  Limited 

Hoare  &  Co.  Govett  Ltd.      E.  F.  Hutton  &  Co.  N.V.      Istituto  Bancario  San  Paolo  di  Torino      Jardine  Fleming  &  Company      Kilcat  &  Aitken 

Limited 

Kleinwort,  Benson     Kredietbank  N.V.     Kredietbank  S.A.  Luxembourgeoise     Kuwait  Foreign  Trading  Contracting  &  Investment  Co.  (S.A.K.) 

Limited 

Kuwait  International  Investment  Co.  S.A.K.  Lazard  Brothers  &  Co.  Lazard  Freres  et  Cie  McLeod,  Young,  Weir  International 

Limned  Limited 

Samuel  Montagu  &  Co.        Nederlandse  Creditbank  N.V.       Neue  Bank       The  Nikko  Securities  Co.,  (Europe)  Ltd.       Nomura  Europe  N.V. 

Limited 

Nordfinanz-Bank  Zurich  Sal  Oppenheim  jr.  &  Cie.  Orion  Bank  Panmure  Gordon  &  Company  Philips  &  Drew 

Limited 

Pictet  International        Pierson,  Heldring  &  Pierson  N.V.         Pitfield,  Mackay,  Ross         Rothschild  Bank  AG         N.  M.  Rothschild  &  Sons 

Limited  Limited 

Rowe  &  Pitman,  Hurst-Brown  J.  Henry  Schroder  Bank  AG  Schroders  &  Chartered  Schroder,  Munchmeyer,  Hengst  &  Co. 

Limited 

J.  Henry  Schroder  Wagg  &  Co.  Singer  &  Friedlander  Ltd.  Skandinaviska  Enskilda  Banken  NV  Slavenburg's  Bank 

Limited 

Societe  Bancaire  Barclays  (Suisse)  S.A.  Societe  Generale  de  Banque  S.A.  Societe  Privee  de  Gestion  Financiere  Strauss,  Turnbull  &  Co. 
Sun  Hung  Kai  International  Ltd.      Svenska  Handelsbanken       Vereins-  und  Westbank       J.  Vontobel  &  Co.      Vickers,  Da  Costa  &  Co.  Ltd. 

Aktiengesellschafl 

S.  G.  Warburg  &  Co.  Ltd.  Wardley  Westdeutsche  Landesbank  Wood  Gundy  Yamaichi  International  (Europe) 

Limited  GirOZentrale  Limited  Limited 


orld  construction  needs 


1  Its  Drott  and  Davis  Divisions, 
been  a  major  power  in  the 
struction  industry,  with  an  ex- 
5ive  line  of  quality  digging 
ipment. 

N  we  can  offer  a  much  broader 
ge  of  machine  solutions  to  ex- 
ation  problems  —  from  a  small 
icher  for  digging  a  drainage 
h  to  an  excavator  for  moving  a 
jntain  of  coal. 

3s  this  mean  that  Case  has  ex- 


panded its  world  role  and  will  be 
serving  North  America,  Europe 
and  other  world  markets  as  it  has 
never  been  served  before?  The 
answer  is  "yes." 

Doing  something  about  expand- 
ing product  lines,  distribution  and 
service  networks  to  meet  custom- 
ers' needs  is  one  reason  why  Case 
is  one  of  the  world  leaders  in 
machinery  for  construction  and 
farming.  For  a  comprehensive  bro- 


chure about  J  I  Case,  its  total  oper- 
ations and  product  lines,  write: 
Communications  and  Public  Af- 
fairs, J  I  Case  Company,  Dept. 
FAL1,  700  State  Street,  Racine, 
Wisconsin  53404. 


J  I  Case 

A  Tenneco  Company 


doing  something  about  it. 


Faces  Behind  The  Figures 


W  esley  J.  Bartci.  iii'ic  ('FA),  and  Lctni  11.  Toiips.  ucu  president 

Filling  the  vacuums,  sorting  out  the  mishmash  at  Chromalloy  American. 


headed  Chroniallo}  s  natural  resources 
group,  and  oil  field  service  business. 
Over  the  past  five  years,  Toups  guided 
the  natural  resources  group  from  a  $40- 
milli()n-a-\ear  operation  into  more  than 
S20()  million. 

A  graduate  of  Georgia  Tech  with  a 
master's  degree  in  mechanical  engineer- 
ing (and  a  second  master's  in  aeronauti- 
cal engineering  from  the  Universit)-  of 
Florida).  Toups  had  worked  for  NASA  as 
an  assistant  in  charge  of  ground  support 
for  the  Saturn  program. 

Chromalloy  is  a  grab  bag  put  together 
b\  the  eccentric  Friedman  with  a  good 
deal  more  enthusiasm  than  plan.  Barta 
was  instrumental  in  reorganizing  Chro- 
malloy's  70  companies  into  seven  major 
groups.  Toups  has  no  plans  to  change  the 
structure,  but  he  does  intend  to  place 
increased  ciiiphasis  on  short-  and  long- 
range  finauc  lal  planning  w  ith  a  close  e\  e 
on  ChromalloN  s  S2.56-million  long-teriu 
debt.  Says  Toups  in  his  southern  drawl; 
'  Institutional  investors  would  come  in 
and  ask  us,  'What  is  a  Chromalloy'P 
Good  question. 


The  People's  Airwaves 

what  do  you  have  to  do  to  have  the 
highest  profit  margin  of  any  TV  station  in 
the  world'?  Nothing  much.  What's  im- 
portant is  not  ichat  you  do,  but  where 
you  do  it.  Last  year  the  market  with  the 
highest  before-tax  margins  in  the  coun- 
tr\ — and  presumabK    the  world — was. 


you  guessed  it,  Houston.  Though  it  is 
only  the  12th  largest  metropolitan  mar- 
ket, it  happens  to  be  the  5th  largest  in 
terms  of  advertising  dollars  spent  per  TV 
home,  according  to  the  Federal  Commu- 
nications Com  mission . 

\\'hat  that  means  for  Kenneth  John- 
son, who  runs  KTRK  for  Capital  Cities 
Communications,  Inc.,  is  this:  According 
to  a  Forbes  estimate,  on  revenues  of 
slightly  over  $21  million,  the  ABC  affili- 


Ken  Johnson  of  KTRK,  Houston 


The  medium's  message  is  money. 


ate  got  to  keep  close  to  $14  million. 
That's  a  margin  of  some  65%.  R<'turn  on 
capital'?  How  do  you  express  infinit\  as  a 
percentage!^ 

Johnson  insists  that  being  affiliated 
with  the  le-ading  network  in  prime-time 
programming  has  helped  somewhat,  but 
"we  were  number  one  locally  before 
ABC  became  number  one  nationalK  . 

The  big  mone\  for  a  network  affiliate 
comes  from  local  spots  it  runs  during 
network  programs  and,  even  more,  from 
time  sales  during  its  own  local  programs. 
Johnson  buys  and  shows  a  package  of 
motion  picture  features  called  Million 
Dollar  Movie,  which  he  runs  in  the  non- 
network  slot,  3  to  5  p.m.  weekdays. 
Though  feature  films  cost  more  than  they 
used  to,  they  re  still  bargains  compared 
to  the  prices  TV  stations  have  to  pay 
these  da\s  for  top-rated  situation  com- 
edies in  their  off-network  replays.  John- 
son sa\s  those  two  hours  probabK'  bring 
in  209f  of  his  total  income. 

What's  apparentK'  happening  in  Hous- 
ton is  that  the  area  is  growing  so  fast — 
1 .000  newcomers  a  week  lately — that  ad- 
Nfrtisers  get  more  audience  than  the\ 
pay  for,  simply  because  of  that  growth 
rate.  Being  v\ith  ABC  and  being  a  good 
promoter  helps  a  lot,  but  being  in  Hous- 
ton— with  all  those  new  viewers  moving 
in — makes  most  of  the  difference. 

\^'hat  all  this  realK  says  is  that  a  regu- 
lated monopoly  can  be  much  more  prof- 
itable than  free  enterprise.  Consider, 
after  all,  how  fast  competitors  would 
move  into  any  other  business  than  TV 
with  margins  like  that. 


Chortle  On  Sixth  Avenue 

The\  re  trying  to  be  statesmanlike  at  the 
ABC  headcjuarters  on  Manhattan's  Sixth 
Avenue  these  days,  but  the  glee  shows: 
ABC  took  KSTP  in  Minneapolis-St. 
Paul — 14th  largest  U.S.  market — away 
from  NBC>'  dow  n  the  street.  The  onetime 
"permanent  third  network  has  been  tak- 
ing awa\  affiliates  from  both  its  coiupeti- 
tors.  Since  earl\-  1976,  when  it  got  to  the 
top  in  prime-time  ev  ening  programming, 
ABCJ  has  taken  11  from  CBS  and  8  from 
NBC.  But  the  KSTP  switch  is  different. 

For  one  thing,  KSTP  is  as  near  to 
prestigious  as  a  commercial  TV  broad- 
caster can  be.  KSTP  is  owned  and  oper- 
ated b\  Hubbard  Broadcasting,  Inc., 
whose  Twin  Cities  radio  station  has  been 
with  the  NBC  radio  network  for  .50 
\ears.  And  its  TV  station  was  the  first  to 
fulfill  RCA's  General  David  Sarnoff's 
dream  of  all-color,  back  in  1960.  It  has  a 
classy  local  news  operation  that  holds 
enough  audience  to  make  NBC  s  eve- 
ning network  news  show  the  top  one  in 
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I  didn't  realize 

Denny's 
was  so  big, 
or  that  this  is 

their  25th 
anniversary. 
I  think  I'll 
write  for  their 

new  1978 
annual  report. 


Denny's,  Inc. 
just  reported 
another  great  year  ■ 
revenues  up  26% 

to  over 
$545  million. 


Yes,  and  I  hear 

they  are 
in  great  shape 
for  the  1980's. 


Denny's.  Inc. -HIGHUGHTS- Years  Ended  June 
(In  millions  of  dollars  except  per  share  amounts) 


Revenues 

$545.6 

$433.0 

$354.0 

$283.4 

$221.8 

Net  Income' 

$24.3 

$19.7 

$15.0 

$10.4 

$7.7 

Earnings  Per  Share* 
Primarv 
Fully  Diluted 

$2.82 
$2.73 

$2.30 
$2,25 

$1.88 
$1.84 

$1.39 
$1.37 

$1.04 

Dividends  Per  Share 

$0.65 

$0.48 

$0.35 

$0.20 

$0.12 

Return  on  Average 
Shareholders'  Equity' 

22.3% 

21.4% 

21.3% 

21.0% 

18.5% 

Shareholders'  Equity' 

$118.5 

$98.9 

$82.3 

$52.8 

Number  of  Units 

1.543 

1.368 

1.212 

1,103 

999 

'Restated  for  effect  of  accounting  for  leases  (F.A.S.B.  No.  13) 


Denny's,  Inc. 

Denny's  Restaurants/Winchell's  Donut  Houses 

For  a  copy  of  our  1978  Annual  Report 
please  write  to: 
Denny's,  Inc.,  P.O.  Box  1117B 
La  Mtrada,  Calif.  90637 


Denny's,  Inc.  is  one  of  the 
largest  foodservice  com- 
panies in  the  United  States. 
Growth  in  both  revenues 
and  earnings  has  been 
steady  and  the  outlook  for 
the  future  is  excellent. 

Aggressive  and  expanded 
marketing  is  resulting  in 
favorable  real  growth  in 
unit  revenues.  Return  on 
equity  and  profit  margins 
are  responding  well  to 
tighter  internal  controls, 
expanded  manufacturing 
and  processing  functions, 
improved  distribution 
systems,  and  more  efficient 
utilization  of  labor. 


Faces  Behind  The  Figures 


The  Hubhards,  Stanley  E.  and  Stanley  S. 


They're  not  telling  ABC  jokes  anymore  in  the  Twin  Cities. 


the  area,  though  CBS  leads  in  most  other 
urban  markets. 

How  come  the  Hubbards  made  the 
move?  President  Stanley  S.  Hubbard 
puts  it  bluntly:  In  the  fall  of  1977,  a  30- 
second  local  spot  in  prime  time,  the  big 
money  for  affiliates,  sold  for  somewhere 
between  $1,200  and  $1,300,  shoehorned 
into  NBC's  third-ranking  schedule.  In 
the  midst  of  ABC  s  hot  evening  shows, 
he  figures  he  can  get  at  least  $1,600  for 
the  same  spot. 

But  it's  more  than  short-term  bucks  on 
both  sides.  Founder  Stanley  E.  Hub- 
bard, still  chairman  and  CEO  of  the  chain 
at  81,  talks  about  the  purveyor  of  Happy 
Days  and  Charlie  s  An<iels  as  'the  net- 
work of  the  future  '  and  what  that  por- 
tends. ABC — which  had  only  14  TV  out- 
lets in  1953  and  now  has  200 — will  gain  as 
many  as  200,000  viewers  in  the  area 
because  KSTP  will  be  able  to  extend  its 
signal  into  nearby  communities  with 
NBC,  but  no  ABC  stations.  The  move  just 
about  closes  the  coverage  gap  between  its 
own  and  the  other  two  networks.  And  if 
KSTP  keeps  pulling  the  audience  for  its 
own  local  news,  it  may  actually  carry 
ABC's  still  third-place  evening  news 
show  into  second — or  even  first — place. 
That  would  be  the  coup  of  coups. 


The  Happiest  Problem 

Even  with  a  dividend  payout  of  60%, 
Dun  &  Bradstreet  Cos.,  Inc.  is  having 
trouble  spending  the  cash  that  s  piling 
up  these  days — another  $43.3  million 


came  in  last  year,  and  the  cache  still 
grows.  D&B  has  bought  200,000  shares 
of  its  stock  this  year  for  maybe  $6  mil- 
lion. "But  that,  says  CEO  Harrington 
(Duke)  Drake,  "is  only  a  short-term  solu- 
tion. It's  no  good  for  the  long  run. 

Neither,  of  course,  is  putting  the  mon- 
ey into  marketable  securities,  where  the 
company  has  stashed  about  $180  million. 
You  get  maybe  4%  on  such  investments 
after  taxes,  and  for  D&B  that  s  peanuts. 
Last  year  the  company  netted  $55.6  mil- 
lion on  revenues  of  $636.9  million.  That 
yielded  a  return  on  equity  of  23.9% — 
including  the  meager  return  from  the 
cash  equivalents.  Still,  stockholders  have 
no  basis  for  complaint,  because  their 
shares  are  selling  for  around  16  times 
earnings  these  days,  a  nifty  multiple  for  a 
venerable  outfit  in  credit  reporting— and 
other  acquired  businesses. 

More  acquisitions  clearly  are  the  an- 
swer, as  Duke  Drake  readily  concedes, 
to  add  to  D&B  s  already  impressive  list. 
D&B  got  R.H.  Donnelly  &  Co.,  the 
major  publisher  of  Bell  System  Yellow 
Pages,  back  in  1961.  D&B  also  puts  out 
the  Official  Airlines  Guide,  Moody  s  In- 
vestor Service,  such  business  publica- 
tions as  the  Million  Dollar  Directory,  the 
Irish  Guide  to  Manufacturing,  and 
Dun's  Revieiv,  and  a  long  list  of  trade 
magazines  from  American  Journal  of 
Cardiology  to  World  Construction.  It 
owns  a  marketer  of  group  insurance  to 
small  businesses,  a  series  of  direct-mail 
advertising  services  served  fi^om  a  mas- 
ter list  of  70  million  names,  and  still 


others  of  that  sort.  "We  don  t  want  inan- 
ufacturing,  extraction  or  retailing  busi- 
nesses. We're  in  services  to  other  busi- 
nesses, sa\'s  the  59-year-old  Duke 
Drake,  who  explains  his  rather  grand 
nickname  this  way:  "If  your  name  is  Har-[ 
rington  and  you  want  to  play  footballi 
with  other  kids.  ..." 

Even  Corinthian  Broadcasting,  which 
D&B  bought  fi-om  John  Hay  Whitne) 
back  in  1971,  can  be  construed  as  "ser- 
vices to  other  businesses.  After  all,  its 
stations  sell  advertising.  Do  they  ever! 
Last  year  operating  margins  at  (>orin- 
thian  reached  52%,  and  they  are  sure 
to  be  fatter  in  this  ultrafat  year  for 
broadcasters. 

Chances  are  that  s  where  D&B  will 
spend  some  of  that  cash.  "We  could 
legally  acquire  another  UHF  and  an- 
other VHF  TV  station,'  Drake  says, 
and  14  radio  stations.  But  that  will  only 
temporarily  solve  the  problem  of  get- 
ting rid  of  cash.  Because  with  broad- 
casters margins,  the  money  will  pile 
up  even  higher. 

Of  course,  D&B  could  boost  dividends 
even  higher  than  60%.  It  doesn't  need  all 
that  money  for  its  businesses.  After  all, 
depreciation  and  amortization  alone  cov- 
er the  $12  million  or  so  a  year  it  requires 
in  new  capital.  But  then  the  sharehold- 
ers would  probably  squander  the  money 
in  pool  halls  and  saloons.  So  you  can 
imagine  the  dilemma  that  Duke  Drake 
faces  these  days. 


DC'B  s  Harrington  Drake 


A  dukedom  of  low-earning  cash. 
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The  power  of  technology 
is  the  power  to  create. 

Creating  the 
Pratt  &  Whitney  Aircraft  engines 
that  tx>lster  our  defenses 
is  one  way 
we're  using  ours. 


Faces  Behind  The  Figures 


Frut'hauf- Europe' s  clean-up  hitter  Fred  Schwab 


Neither  side  listened  when  it  should  have,  and  the  battle  cost  $12  million. 


Bitter  Lesson 

A  proper  gentleman  they  call  him, 
somewhat  fearfulK ,  over  in  the  London 
office.  With  his  easygoing,  courteous 
manner.  Fred  Schwab,  American  head 
of  the  newly  created  S320-million  (sales) 
Fruehauf-Europe,  seems  anything  but  a 
hatchet  man.  But  the  five  top  English- 
men who  last  year  were  running  the  big 
Crane  Fruehauf,  Ltd.  U.K.  affiliate 
aren  t  there  an\'more.  A  vicious  15- 
month  proxy  fight  for  the  outfit  with 
nearK'  half  of  Britain's  truck-trailer  mar- 
ket cost  Fruehauf  at  least  S12  million  in 
needless  expense. 

The  Crane  Fruehauf  fiasco  taught 
Schwab  this  lesson:  "Pay  close  attention 
to  all  the  warning  signals,'  he  says.  "If 
the  conversation  keeps  coming  back  to 
this  sore  that  won't  heal,  listen  close. 

What  the  onetime  tax  accounting  part- 
ner at  Touche  Ross  6f  Co.  is  talking 
about  are  repeated  complaints  from  CF  s 
managers  about  "excessive "  licensing 
fees  paid  to  Fruehauf,  and  too  much 
meddling  in  CF  afiairs,  though  Fruehauf 
alread\  owned  one-third  of  the  com- 
pany. When  CF  stubbornly  went  ahead 
with  a  joint  venture  in  Iran  despite  Frue- 
hauf s  contention  that  it  was  too  ambi- 
tious for  an  initial  overseas  thrust  b\  a 
relatively  small  company,  Fruehauf  s 
management  was  appalled:  "You  d  think 
when  you  own  a  third  of  a  company  you 
could  control  it,  "  sa\  s  Schwab,  "but  we 


didn  t.  So  the\'  decided  on  a  surprise 
takeover  bid. 

Now  it  seems  clear  that  Fruehauf 
could  have  a\oided  a  nast\  prox\  fight 
and  saved  itself  the  SI2  million  simpK  b\ 
offering  a  substantial  premium  oxer  mar- 
ket in  its  initial  bid.  Instead,  Fruehauf 
wound  up  in  a  bidding  contest  with  Brit- 
ish conglomerate  Inchcape  6c  Co.,  and 
was  forced  to  quadruple  its  original  offer. 

But  the  incident  has  scarcely  caused 
Fruehauf  to  break  stride.  Far  larger  in 
Europe  than  an>  of  its  competitors,  it  has 
since  added  a  Dutch  subsidiar\,  and 
Fred  Schwab  is  asking  his  engineers  to 
design  a  platform  trailer  with  parts  that 
will  be  standard  throughout  Europe. 
That  is  an  unheard-of  request  in  this  big 
but  highly  fragmented  market.  "It's  get- 
ting to  be  a  tougher  business  even,  da\ . 
he  sa\  s.  "OnK  the  smart  and  the  strong 
will  sui^vive.  ' 


Enough  Moxie? 

when  Frank  A.  Armstrong,  now  .56,  a 
former  .\IcCann-Erickson  executive, 
bought  control  of  Moxie  back  in  1968. 
the  once-renowned  soft-drink  compan\ 
(the  source  of  the  word  "moxie,"  mean- 
ing guts  or  drive)  had  fallen  to  a  sorr>' 
state,  selling  concentrate  from  a  tiny 
plant  in  Massachusetts  that  didn't  even 
have  to  run  full  time  to  service  the  hand- 
ful of  bottlers  who  sold  the  stuff. 

After  Armstrong  moved  the  headquar- 


ters of  -Vloxie  Industries,  Inc.  to  .Atlanta, 
he  set  out  to  make  Moxie  a  big  name 
again.  But,  figuring  that  what  still  sold  in 
New  England  might  not  have  broad  ap- 
peal, he  developed  a  new  flavor  and  a 
modem  bottle  and  began  promoting  the 
new  Moxie  to  bottlers.  B\  then,  the 
name  meant  little  and  the  new  product 
even  less.  It  bombed.  Worse  \et.  the 
doughty  northeastemers  complained 
about  replacing  their  funn\-tasting  drink 
with  this  newfangled  concoction.  So  back 
came  "Old  F"ashi()n  Moxie  for  Neu  En- 
gland and  nowhere  else. 

Undaunted  by  the  failure  of  his  basic 
premise,  the  supersalesman  acfjuired  a 
string  of  other  products,  including  soft 
drinks,  gum  balls  and  health  fixxls.  This 
year  the  company  will  gross  around  S.3') 
million.  onl\  a  fraction  of  which  will 
come  from  .Moxie.  Net  for  the  first  halt 
was  onl\  8432,000 — hardK  sensational — 
down  22%  from  last  \ear. 

But  .Armstrong  is  still  tr\ing.  He  has 
just  made  a  deal  to  market  in  the  U  S 
San  Pellegrino,  ItaK  s  top  bottled  water 
"I  never  saw  an\  thing  catch  on  so  fast. 
sa\  s  .Armstrong,  talking  about  Perrier  ^ 
success  in  selling  high-priced  water  as 
cocktails  for  the  cognoscenti. 

Armstrong  says  he  beat  out  a  major 
U.S.  food  marketer,  two  Coca-Cola 
bottlers  and  a  big  winemaker  to  get  tht 
San  Pellegrino  line.  Will  he  do  better 
me-tooing  Perrier  than  he  did  me-tooins 
Coke  or  Pepsi?  Time  will  tell.  ■ 


Frank  A.  Armstrong 


Brought  Moxie  back  from  the  dead. 
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Pushing  ahead  about  10  percent  beyond  last  year's  volume, 
commercial  building  of  stores  and  offices  follows  closely  in  the  wake 
of  residential  expansion.  Manufacturing  plant  growth  also  continues 
about  10  percent  ahead  of  the  1977  pace.  On  these  jobsites,  wher- 
ever there  is  earth  to  be  moved,  utilities  installed,  pavement  laid,  or 
materials  unloaded  and  handled,  John  Deere  can  be  the  word  for  any 
of  ten  types  of  equipment  basic  to  general  construction.  Your  inquiries 
are  welcome.  John  Deere,  Moline,  Illinois  61265. 


JOHN  DEERE  on  the  move 


"You  need  it,  you  actually  do  nped  it." 


With  a  legacy  of  jazz, 
Creole  cooking,  and  the  annual 
Mardi  Gras,  New  Orleans  is  one 
of  America's  most  lively,  colorful 
cities.  We  asked  some  of  its  resi- 
dents why  TV  Guide  is  becoming 
a  tradition  there,  too. 

Blaine  Kern  produces  the 
Mardi  Gras.  His  company  builds 
the  floats,  stages  the  parties  and 
balls,  and  even  mints  the  sou- 
venir doubloons.  '^^There^'s  no 
magazine  but  TV  Guide 
that  actually  gives  you  any 
in-depth  stories  on  the 
industry  and  the  indi- 
viduals within  it^'  he 
says.  "You  need  it, 
you  actually  do 
need  it'.' 


On  the  banks  of  the  Mississippi  and  all  across  the  country, 
it's  America's  biggest  gathering  of  magazine  readers.  Nearly 
43  million  adults,  week  after  week.  They  like  our  style.  Our  depthl» 
And  the  way  we  interpret  the  effects  of  television.  TV  Guide  hai  ^1 
become  a  part  of  their  lives. 

America  reads 


"With  the  impact  that  TV  has 
on  our  lives,  it's  nice  to  have  a 
magazine  you  can  turn  to''  says 
Claude  "Wimp"  Hewgley,  insur- 
ance man  and  former  pro  football 
coach,  ^^he  main  mechanism 
to  find  out  what  television  is 
doing  to  us,  for  us,  and  about  us 
is  TV  Guide'/ 

On  board  the  steamboat  Mark 
Twain,  Captain  J.  Curran  Streckfus 
told  us  how  TV  Guide  fits  into  his 
busy  life:  "Television  is  a  world  of 
its  own.  No  other  magazine  deals 
with  it.  There's  a  great  deal  of 
informative  articles  in  TV  Guide 
that  I've  yet  to  find  in  ansrthing 
else  I  read'' 

Over  coffee,  computer  sys- 
tems engineer  Judy  Marchand 
told  us:  "Television  has  a  tre- 
mendous impact  on  everybody's 
everyday  life.  TV  Guide  explores 
pertinent  issues  at  hand  in  the 
industry.  It  has  the  responsibility 
of  reflecting  America's  attitude  of 
what  needs  television  should 
answer." 

Flichard  B.  Swain,  general 
merchandising  director  for  New 
Orleans  area  A&P  Stores,  says, 
"I  think  TV  Guide's  editorial  com- 
ment is  good.  I  think  that's  what 
sells  our  copies  more  than  its 
programming.  In  sheer  sales,  it's 
by  far  and  away  number  one'.' 


That's  why  so  many  advertisers  depend  on  TV  Guide,  too. 
:  s  an  advertising  dollar  best  spent.  To  create  awareness  for  a  new 
roduct.  Kick  off  a  hot  promotion.  Stir  up  retail  action,  fast, 
r  build  continuity  for  a  sustaining  campaign.  Sell  to  America  in 
merica's  best  selling  magazine. 


V  Guide. 


TV 

GUIDE 


TRIANGLE  PUBUCATIONS,  INC 


Fruehauf's  new  road  simulator  testing  facility  effects  actual  highway  conditions  for 
product  analysis- 


And  using  R&D  to  advance  design 
and  develop  capabilities. 

Since  1972,  we've  invested  over  $50  million  m 
research  and  development  in  order  to  widen  our 
leadership  m  the  transportation  equipment  industry 
And  develop  new  business  opportunities  m  other 
areas. 

One  recent  major  R&D  investment  was  the  design 
and  construction  of  the  unique  facility  shown 
above,  which  enables  us  to  test  trailers  over  a  wide 
variety  of  simulated  road  conditions.  It  joins  the 
giant  dynamometer  introduced  several  years  ago  at 
Fruehauf's  R&D  headquarters  to  form  a  testing 
facility  unmatched  anywhere  m  the  trailer  industry. 

For  a  look  at  how  our  growing  emphasis  on 
research  has  helped  us  develop  record  sales  and 
earnings,  write  for  our  Annual  Report.  Fruehauf 
Corporation,  Department  FO-98,  10900  Harper, 
Detroit,  Michigan  48232.  Total 
Transportation  .  . .  the  world  of 
Fruehauf    .  we're  rolling. 


$  m  Millions 
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Research  &  Development  Investment 


IVuehauf 
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The  Economy 


Jawbone  Or  Wishbone 


President  Carter  is  about  to  take  his  third  stab  at  a  '  volun- 
tary" incomes  poHcy,  and  it's  no  more  Hkely  to  succeed  than  his 
first  two  despite  some  hints  to  Labor  leaders  that  wage  and 
price  controls  might  follow  if  it  fails.  Compounded  of  equal 
parts  of  sound  economic  logic,  political  naivete'  and  wishful 
thinking,  this  feeble  effort  will  probably  be  run  down  by  an  18- 
wheel  tractor-trailer  rig  next  Mar.  31  when  the  Teamsters 
contract  has  to  be  renewed. 

The  new  program  won't  work  because  the  Administration 
has  no  real  power  to  make  it  work.  The  President  has  been 
loath  to  use  what  leverage  he  does  have  to  try  to  trim  the 
inflation  rate.  While  he  talks  about  government  setting  an 
example,  and  is  planning  to  give  federal  workers  only  a  5.5% 
pay  increase  next  month.  Carter  as  of  now  is  not  seriously 
considering  trying  to  roll  back  next  year's  big  Social  Security 
tax  increase.  He  has  accepted  the  highly  inflationary  jump  in 
the  minimum  wage.  He  refuses  to  anger  the  beef  farmers. 

Nevertheless,  Carter  himself  now  declares:  "The  most  seri- 
ous problem  that  our  nation  has  is  inflation,  and  it  is  getting 
worse.  It  is  absolutely  imperative  that  Americans  commit 
themselves,  all  of  us,  to  a  common  sacrifice.  ..." 

The  Teamsters"  negotiations  are  by  far  the  most  important  in 
1979,  a  year  that  also  will  see  contracts  expire  in  the  auto 
industry,  electrical  products,  rubber,  meat  packing,  farm  im- 
plements, clothing,  petroleum  refining  and,  as  in  every  year, 
construction.  Why  are  the  Teamsters  so  important?  The  nego- 
tiations come  early  in  the  year  and  the  union  has  made  some 
huge  gains  in  recent  contracts.  Their  last  three-year  contract  is 


A  Hidden  Surplus 


Because  of  the  eye-popping  U.S.  merchandise  trade  deficits, 
the  big  improvement  in  other  transactions,  such  as  investment 
income  and  military  sales,  has  gone  unnoticed. 

20  


-  Current  Account  Balance 


-Current  Account  

Less  Merchandise  Trade 


'Annual  Rate  in  Second  Quarter 

■..:.'.S./,t,il.t::ui.a;;»3«,Lv.  I  
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Data:  Commerce  Dept..  Bureau  Economic  Analysis  y 


proving  to  be  worth  about  39%  in  total  compensation.  The 
Administration  s  likely  guideline  would  imply  a  maximum  of 
only  about  22'/2%.  There's  about  as  much  chance  of  that 
happening  as  the  truckers  giving  up  their  CBs. 

There  had  been  talk,  since  abandoned,  of  getting  the  Inter- 
state Commerce  Commission  to  refuse  to  allow  companies  to 
pass  along  all  of  a  large  pay  increase  in  higher  freight  rates. 
(For  one  thing,  it  probably  would  be  illegal.)  So  what  else 
could  a  frustrated  Administration  threaten  or  offer?  Well,  the 
Labor  Department  has  been  after  Teamster  President  Frank 
Fitzsimmons  in  connection  with  charges  of  pension  fraud,  but 
would  the  Administration  soft-pedal  that  for  an  impHed  pledge 
of  wage  restraint?  There  is  no  reason  to  think  so. 

There  was  a  midsummer  conclave  of  business  and  labor  leaders 
at  the  White  House  to  which  Fitzsimmons  was  not  invited.  Word 
that  he  was  miffed  reached  Robert  S.  Strauss,  the  special  trade 
representative,  who  also  heads  anti-inflation  efforts.  Strauss 
promptly  invited  Fitzsimmons  to  lunch  in  his  office.  Reportedly 
the  best  linen  was  laid  out  and  an  excellent  lunch  served.  Maybe 
Fitz  was  just  noting  the  irony  of  it  all,  or  maybe  he  was  making  a 
subtle  overture.  In  any  event,  the  Teamster  leader  commented 
on  how,  while  the  government  was  trying  to  put  him  in  jail,  and 
put  his  son  in  jail,  it  was  also  giving  him  a  good  lunch  and  asking  his 
cooperation  on  fighting  inflation. 

Even  though  the  Teamsters  aren't  apt  to  pay  attention  to 
most  of  what  the  Administration  wants,  there  is  one  aspect  of 
the  general  plan  that  the  union  could  heed:  Don't  go  for  a  big 
first-year  settlement;  go  with  a  good  cost-of-living  adjustment 
clause  instead.  That's  one  of  the  points  being  made  in  the 
Administration's  meetings  with  labor  so  far,  and  that's  imder- 
standable  given  its  basic  unwinding  strategy.  Still,  it's  mortgag- 
ing the  future.  If  the  unwinding  does  not  occur,  strong  cost-of- 
living  adjustments  make  inflation  worse  later  on. 

But  who  makes  voluntary  sacrifices  in  peacetime?  In  many 
ways  inflation  is  more  comfortable  for  people  than  is  discipline. 
Compensation  paid  by  business  increased  about  9%  in  the  past 
12  months;  consumer  prices  went  up  less,  7.7%.  So,  the 
public — as  a  group — is  ahead  a  bit,  although  some  individuals 
did  worse  and  others  better. 

Sacrifice?  Tell  that  to  a  labor  leader  whose  members  can't 
afford  beef  anymore.  Tell  it  to  a  corporate  boss  whose  bonus — 
maybe  his  job — are  at  stake  if  he  can't  improve  profit  margins. 

In  the  end,  the  easiest  thing  is  to  give  everybody  everything 
they  want— and  let  the  public  pay.  Which,  of  course,  is  the 
very  definition  of  inflation.  When  the  coal  strike  became 
uncomfortable,  the  Administration  begged  the  miners  to  ac- 
cept a  37%  wage  hike — 37%!  Its  behavior  isn't  likely  to  be 
much  better  in  the  continuing  railroad  labor  negotiations. 

How  seriously  should  one  take  veiled  hints  from  the  White 
House  that  an  incomes  policy  is  the  ultimate  weapon — price 
and  wage  controls  in  some  form?  For  all  the  need  for  Carter  to 
appear  to  'be  doing  something,  "  there  is  no  appetite  for 
controls  in  the  Oval  Office  or  anywhere  else  in  the  Administra- 
tion. Nor  is  the  rate  of  inflation  likely  to  soar  and  produce  a 
groundswell  of  public  demand  for  them.  If  inflation  stays  at 
present  levels — as  it  probably  will  next  year — it  will  be  be- 
cause the  economy  is  slowing  down,  not  because  of  what  the 
Administration  does  or  doesn't  do.  So,  Carter's  and  Strauss 
jawboning  looks  like  a  real  case  of  wishboning.     — |ohn  Berry 
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It's  Time  To  Go  For  Broke 

By  Ben  Weberman 

".  .  .  Where  does  the  Investor  go  for  profits? 
To  deep-discount,  long-term  bonds  .  .  ." 


^^11  Monday,  Sept.  11,  Leland  S. 
Prussia,  vice  cliairman  and  treasurer  of 
BankAmerica  Corp.,  told  the  New  York 
Society  of  Security  Analysts  that  while 
short-term  rates  may  rise  another  cjuar- 
ter  or  half  percent,  "we  have  already 
seen  the  highs  in  long-term  interest 
rates.  I  couldn  t  agree  more.  In  fact,  it 
seems  to  me  that  now  is  the  time  for 
those  with  cool  nerves  to  take  substantial 
positions  in  long-term  bonds  for  a  chance 
at  a  substantial  profit — a  killing,  even. 

This  is  one  of  those  rare  occasions 
when  it  may  be  wise  for  both  portfolio 
managers  and  individual  investors  to 
throw  ordinary'  caution  aside. 

Yes,  the  Federal  Reserve  has  just 
tightened  credit  another  notch,  but  that 
gesture  was  totally  transparent.  It  had 
nothing  to  do  with  inflation  or  with  the 
domestic  economy.  It  was  a  psychologi- 
cal gesture  intended  to  reassure  foreign 
holders  of  dollars  that  the  U.S.  was  dead 
serious  about  the  inflation  situation. 

What  was  significant  was  not  the  tight- 
ening of  the  screw,  but  the  fact  that  the 
long-term  bond  market  didn't  react  to 
the  move — prices  remained  firm  and 
even  rose.  The  bond  market  isn  t  easiK 
taken  in  on  things  like  this. 

Therefore.  I  say,  forget  the  federal 
funds  rate  and  the  other  mechanisms  the 
Fed  uses  to  influence  short-term  interest 
rates.  Look  instead  at  the  economy.  It  is 
slowing  down,  meaning  that  the  demand 
for  credit,  none  too  strong  now,  will 
slacken  further.  And  inflation,  while 
iTiuch  too  high,  is  not  getting  worse  In 
short,  the  current  high  yields  on  good 
long-term  bonds  are  sinipK  not  justified 
by  the  underlying  economics. 

Assuming  I  am  right,  where  does  the 
investor  go  for  profits?  To  deep-dis- 
count, long-term  bonds.  I  am  not  talk- 
ing about  so-called  junk  bonds — which 
sell  with  a  high  rate  of  return  because 
the  credit  behind  them  is  a  bit  gamey.  I 
am  talking  about  highest-cjuality  bonds, 

Ben  Weberman  is  economics  editor  of  Forbes 
mafiazine. 


which  sell  at  a  discount  because  the 
interest  rate — set  in  a  different  era — is 
so  low.  An  example:  the  AT&T  SVss  of 
1990.  These  bonds  sell  at  68%  of  face 
value.  The  discount  does  not  reflect 
doubt  over  American  Telephone  & 
Telegraph  Co.'s  al)ilit\'  to  repa\'  these 
bonds  at  par.  The  discount  simply  re- 
flects the  imhappy  fact  that  holders 
must  sit  for  many  years  with  a  3%7c 
coupon  in  an  era  of  8V2%  coupons. 

It  is  natural  for  unsophisticated  inves- 
tors to  reach  for  the  highest  coupon 
rates.  If  you  are  playing  for  capital  gain, 
resist  this  temptation.  Unless  the\  have 
specific  call  protection,  high-coupon 
bonds  ma\'  be  called  if  interest  rates 
drop.  Particularly  good  are  long-term 
Treasury  bonds.  They  usually  are  not 
callable  and  have  \ields  of  8.35%  to 
8.40%  into  the  year  2000  and  beyond. 

There's  a  lot  of  leverage  in  long-term 
bonds.  Take  a  high-c|uality,  30-year,  9% 
coupon  bond.  It  would  sell  at  111%  if 
interest  rates  fell  to  8% — an  11.4%  profit 
for  anyone  who  bought  it  at  par.  The 
bond,  after  all,  continues  to  pay  $9  a  year 
for  each  $100  principal  amount  and  if 
new  offerings  are  sold  to  yield  only  $8, 
the  older  obligation  is  worth  more. 

Another  example:  A  7%  bond  with  the 
market  rate  of  interest  at  9%.  In  this 
case,  the  bond  would  have  dropped  to 
79%.  Now  the  market  rate  goes  to  8%. 
The  same  bond  goes  up  to  88%.  There's 
a  profit  of  9Vi  points — 11.5%  on  the  in- 
vestment, not  counting  the  interest. 
Counting  the  interest  and  assuming  the 
full  move  took  a  year,  your  total  pretax 
return  would  be  close  to  20%.  Not  bad 
for  a  relativeK  risk-free  investment. 

Or  take  those  AT&T  3Vas.  In  the  un- 
likely event  that  long-term  yields  would 
drop  to  6%,  you  could  pocket  a  14% 
point  gain — 21%  on  your  money.  But 
even  if  yields  went  down  only  to  7%  you 
would  get  7%  points,  or  an  11%  gain. 

Want  to  take  a  bit  more  of  a  tumble? 
Leverage  your  position.  A  bank  will  lend 
you  50%  or  75%  or  even  more  on  cjuality 
long-term  bonds.  (Your  broker  will  lend 


up  to  70%  on  high-(|ualit\  listed  bonds.) 
A  50%  loan  would  double  your  potential 
percentage  gain;  a  75%  loan  would  tjua- 
driiple  it.  Don't  forget,  of  course,  that  it 
works  both  ways:  If  the  market  goes 
against  you,  your  percentage  losses 
would  be  correspondingK  doubled  or 
c|uaelrupled.  Bu\ing  bonds  on  margin 
also  involves  the  problem  of  the  so-called 
"negative  carry.'  You  would  probably 
have  to  pay  10%  or  more  on  the  bor- 
rowed money  at  the  present  time  while 
vour  bonds  would  only  be  yielding,  say, 
8%.  On  a  $20,000  commitment,  half  bor- 
rowed, you  would  incur  interest  expense 
of  $1,000  a  year  t;.S'.  interest  income  of 
$1,600.  So  the  negative  carry  would  re- 
duce your  current  yield  to  just  6%.  On 
the  other  hand,  if  short-term  rates  drop, 
\()u  might  find  vourself  paying  the  bank 
only  7%  and  nou  woidd  end  with  a  "  posi- 
tive carry.  " 

The  popularit\  of  so-called  junk 
bonds,  especialK  with  new  mutual 
funds,  has  reduced  their  \ields  to  where 
I  see  no  point  in  buying  them.  I  would 
stick  with  the  highest-quality  bonds. 
That  way  you  need  only  worry  about  the 
direction  of  interest  rates,  not  about  the 
companx  s  fortimes.  The  AAA-rated 
Fxxon  6'/2s  of  1998,  for  example,  sell  at 
81;  so  their  \  ield  to  maturity  is  8.5%  and 
the  current  yield  is  8%.  Other  high- 
((uality  deep-discount  bonds  include  the 
General  Motors  Acceptance  Corp.  4V2S 
of  1985  at  781/2  and  the  Pacific  Gas  & 
Electric  5s  of  1991  at  71'/2.  These  are 
highest-(}ualit\  bonds  and  there  is  virtu- 
alK  no  credit  risk. 

If  Exxon  bonds  or  AT&T  bonds  soiuid 
too  tame  for  )  our  taste,  consider  bu\  ing 
them  on  margin,  as  I  mentioned  earlier. 
Depending  on  the  degree  of  leverage 
you  accept,  even  Exxon  bonds  then  be- 
come a  sporting  proposition.  But.  I  re- 
peat, go  for  deep-discount  bonds.  That  s 
where  the  capital-gains  game  is.  If  you 
bu\  relatively  high-coupon  bonds,  you 
face  the  danger  of  the  bonds  being  called 
for  redemption  long  before  you  have 
reached  \()ur  full  profit  potential.  ■ 
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ivianufacturers 
Hanover. 

Three  ways 
to  measure 

value. 


EARNINGS  PER  SHARE  (1)  BOOK  VALUE  PER  SHARE  (2)  DIVIDENDS 

$5.15  $39.49 
$36.57 
$33.59 
$30.53 
$27.93 


'73  74  75  76  77  73  74  75  76    77  73    74    75    76  77 

)  Before  securities  gains  and  losses  (2)  As  of  December  3 1 

Manufacturers  Hanover  Corporation  is  a  worldwide 
$37  billion  diversified  multi-bank  holding  company 
whose  shares  are  listed  on  the  New  York  and  London 
stock  exchanges.  For  a  copy  of  oi.r  annual  report 
and  other  financial  information,  call  or  write 
H.  Peers  Brewer,  Vice  President,  Investor  Relations, 
at  350  Park  Avenue,  New  York,  N.Y  10022.  Tel: 
(212)350-3378. 


MANUFACTURERS  HANOVER  CORPORATION 


Money  And  Investments  Market  Comment 


The  Public  Buys  Again 

By  Lucien  O.  Hooper 

. .  The  temperature  of  speculation  has  been 
rising  and  seems  likely  to  rise  further  .  .  ." 


I 


t  cannot  be  stressed  too  much  that 
today  s  stock  market  is  different  from  the 
markets  of  the  last  few  years. 

1)  Buyers  are  more  interested  in  ap- 
preciation again  and  less  interested  in 
dividends. 

2)  There  continues  to  be  more  interest 
in  secondary  stocks  than  in  the  old  insti- 
tutional favorites. 

3)  For  a  change,  registered  represen- 
tatives doing  business  with  the  public 
are  more  prosperous  than  those  who  de- 
pend on  orders  from  institutions. 

4)  The  public  is  finding  the  stock  mar- 
ket a  profitable  servant.  Appreciation  is 
the  order  of  the  day,  not  depreciation. 

5)  People  are  talking  about  stocks 
again,  bragging  about  their  successes 
and  stimulating  acquisitiveness. 

6)  The  brokerage  community  is  more 
prosperous  than  in  many  years. 

How  should  an  investor  position  him- 
self in  this  changed  market? 

Those  who  are  looking  for  trading 
profits,  perhaps  short-term  rather  than 
long-term,  should  find  actively  traded 
brokerage  shares  a  useful  vehicle  for  par- 
ticipating in  the  stepped-up  trading  vol- 
ume and  increased  public  interest  in  the 
stock  market. 

As  most  junior  partners  long  ago  dis- 
covered to  their  sorrow,  the  securities 
business  for  years  was  "a  way  of  life" 
rather  than  a  business.  Hard  times  in 
late  years  have  made  it  more  of  a  busi- 
ness; the  need  for  more  capital — and 
adequate  capital — has  caused  some  of 
the  larger  brokerage  firms  to  merge  or  go 
public.  I  am  sure  brokerage  firm  shares 
still  are  quite  speculative.  They  should 
not  be  owned  by  people  who  are  unwill- 
ing to  take  larger  risks;  and  they  should 
be  regarded  as  more  cyclical  than  any 
other  group  of  stocks  in  which  there  is  a 
considerable  public  interest. 

Without  advancing  any  selections  and 
without  opinions  as  to  relative  worth, 
some  of  the  available  issues  are  Merrill 


Lucien  O.  Hooper  is  vice  president  of  the 
NYSE  fim\  of  Thomson  McKinnon  Securities. 


Lynch  (22),  E.F.  Hutton  (22),  Shearson 
Hayden  Stone  (16),  Dean  Witter  Reyn- 
olds (17),  AG.  Edwards  (22),  Bache 
Group  (9),  Paine  Webber  (13)  and  Don- 
aldson, Lufkin  6  Jenrette  (5),  which  now 
controls  Pershing  &  Co. 

I  previously  mentioned  the  favorable 
earnings  outlook  for  manufacturers  of 
commercial  aircraft  such  as  Boeing  (71), 
McDonnell  Douglas  (35)  and  more  spec- 
ulative Lockheed  (34).  It  may  be  timely 
to  mention  that  these  companies  buy  a 
large  part  of  the  airplane  from  other 
manufacturers,  making  them  assem- 
blers. They  buy  their  engines  fi^om  Unit- 
ed Technologies  (48),  General  Electric 
(•54)  or  Rolls-Royce;  their  engine  pods 
from  Lear  Siegler  (22),  their  landing  gear 
from  Rohr  Industries  (18)  or  Pneumo 
Corp.  (27)  and  many  items  from  such 
companies  as  Ex-Cell-O  (34),  Monogram 
(24)  and  TRW  (42).  I  suspect  that  the 
shares  of  all  these  companies  are  inter- 
esting. Of  course.  General  Electric, 
United  Technologies  and  Ex-Cell-O  ap- 
pear less  speculative  than  the  others. 

Eltra  Corp.  (34)  has  been  creeping  up 
recently.  Earnings  for  the  June  quarter 
were  $1.11  a  share  against  98  cents  a 
year  ago  and  for  the  first  six  months 
$3.07  against  $2.76.  About  28%  of  this 
company's  common  stock  is  owned  by 
American  Manufacturing  Co.  (45)  and 
8%  or  more  by  Teledyne  (112).  Eltra  is 
principally  a  manufacturer  of  electric 
products,  especially  battery  systems.  It 
also  is  important  in  graphic  arts,  as  suc- 
cessor to  Mergenthaler. 

Each  share  of  American  Manufactur- 
ing has  1.31  shares  of  Eltra  Corp.  behind 
it.  This  means  that  the  market  is  placing 
hardly  any  appraisal  on  American  Manu- 
facturing's own  business  in  cordage,  tim- 
ers and  industrial  control  devices.  Last 
year  American  Manufacturing's  sales,  ex- 
clusive of  any  interest  in  tliose  of  Eltra, 
were  almost  $36  million.  Income  before 
taxes  and  before  the  company's  equity  in 
Eltra's  earnings  was  $2.7  million,  or  bet- 
ter than  $1  a  share. 

If  this  column  has  seemed  out  of  char- 


acter in  recent  weeks  in  discussing  more 
speculative  stocks  rather  than  invest- 
ment issues,  it  is  because  the  tempera- 
ture of  speculation  has  been  rising  and 
seems  likely  to  rise  further. 

There  are  many  better-grade  stocks 
that  still  afford  a  good  income  and  prob- 
ably will  provide  some  appreciation. 
Some  of  the  quality'  stocks  I  would  prefer 
are  American  Telephone  (61)  paying 
$4.60  to  yield  1V2%,  Mobil  Oil  (71)  pay- 
ing $4.20  to  return  6.1%,  Texaco  (25)— 
largely  for  income — paying  $2  to  return 
8%,  Cincinnati  Gas  6  Electric  (22)  pay- 
ing $1.84  to  yield  8.1%,  Commonwealth 
Edison  (27)  paying  $2.40  to  yield  8.7%, 
Aetna  Life  6  Casualty  (44)  paying  $2.20 
to  yield  5%,  PPG  Industries  (29)  paying 
$1.72  to  yield  5%  and  Norfolk  6  Western 
(26) — now  troubled  by  a  crippling 
strike — which  pays  $1.84  to  return  6.7%. 

For  asset  stocks,  theoretically  a  hedge 
against  inflation,  I  like  Union  Pacific 
(55),  Kerr  McCee  (52),  Westvaco  (28)  and 
Areata  National  (24). 

The  vogue  in  gambling  stocks,  which 
up  to  the  time  this  is  written  has  resulted 
in  a  fivefold  increase  in  the  aggregate 
stock  market  appraisal  of  ten  stocks  relat- 
ed to  the  gaming  industr\',  has  caused 
conservatives  to  worry  about  what  spec- 
ulation of  this  kind  may  do  to  the  stock 
market  as  a  whole.  I  don  t  doubt  for  a 
moment  that  this  speculation  will  be 
overdone  (if  not  already)  and  that  some 
participants  will  realize  some  unpleasant 
losses.  Personally,  I  have  an  ethical 
block  against  owning  gambling  stocks, 
even  if  they  do  go  up. 

To  take  a  minority  view,  however,  I 
think  that  this  speculation  in  gambling 
stocks  actually  is  good  for  the  market.  It 
advertises  the  fact  that  the  public  is  inter- 
ested again  (institutions  are  not  buying 
gaming  stocks)  and  making  money.  Simi- 
lar trading  vogues  in  the  past  have  been 
the  beginning  rather  than  the  end  of  a 
market  cycle.  This  was  true  with  the  great 
speculation  in  oil  stocks  in  1923,  in  whis- 
key shares  in  1933,  and  with  the  electron- 
ics boom  of  the  1950s.  ■ 
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Understanding  the  Cocoa  Market 

NAME  


ADDRESS- 
CiTY  


-STATE_ 


_ZIP_ 


If  you 
are 

seeking 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 


POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  154-155 
of  this  issue  for 

CLASSIFIED 


A  New  Boom 
New  Issues? 

By  Thomas  P.  Murphy 


In 


iat 


|[Oil 


■  Is  there  a  new-issue  market  at 
present? 

A.  PracticalK  none. 
O.  Will  there  be  one? 
A.  Very  likely. 

y.  Why  should  the  average  investor 
cart-  ahout  that? 

A.  Because  new  issues  can  be  highly 
profitable. 

Nothing  died  so  completely  in  the  last 
recession  as  the  new-issue  market.  Or, 
to  be  more  precise — since  we  are  talking 
about  companies  going  public  for  the 
first  time — the  initial-issue  market. 
There  were  still  some  small  issues 
around,  and  Denver  and  Salt  Lake  Cit\ 
kept  at  it  with  their  penny  mining  issues, 
the  solar  stuff  and  the  ta.\  shelter  deals. 
But  of  real  new  issues,  there  were  practi- 
cally none.  The  numbers,  even  in  retro- 
spect, seem  unbelievable. 

In  1972,  a  big  year  for  new  issues,  646 
companies,  according  to  luvestinent 
Dealers  Di<^esf,  went  public  and  raised 
significant  money:  S3. .3  billion.  Onl\  two 
years  later  this  dropped  to  55  companies 
that  registered  issues  for  $117  million 
with  the  Securities  &  E.xchange  Com- 
mission and  probabK  didn  t  raise  that 
much.  Nobodv  keeps  track  of  new  issues 
that  don't  sell. 

The  past  three  years  were  not  much 
better.  Offerings  were  all  in  the  $200- 
inillion  range,  and  the  first  half  of  this 
year  was  terrible.  Seventeen  companies 
registered  $42  million  offerings.  Not 
even  a  week  s  business  bv  1972  stan- 
dards. Dullsville. 

But  the  public  is  coming  back  into  the 
stock  market.  Investors  are  beginning  to 
reap  handsome  profits,  and  starting  to 
believe  in  growth  again.  Can  a  revival  in 
the  initial-issue  market  be  far  behind? 

1  think  not.  Over-the-counter  stock 
prices  (and  they  reflect  mostly  the  small- 
er companies)  have  reached  a  range 
where  selling  stock  begins  making  sense 
again.  The  OTC  was  selling  at  9.8  times 

Thomas  P.  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankisf,  Stamford,  Conn. 


earnings  recentK  and  that  is,  amusingly 
even  a  shade  higher  than  the  New  York 
Stock  Exchange  and  the  American  Stock  d 
Exchange.  They  weighed  in  at  9.4  times 
and  9.7  times,  respectively. 

At  roughK  ten  times  earnings,  the 
owners  of  a  good,  sinallish  growth  com- 
pany reason  this  way:  "1  might  get  15 
times  earnings  if  I  sell  out  to  a  big  com 
pany,  but  I  don  t  want  to  sell  out  and 
furthermore,  the  public  might  be  willing 
to  go  to  20  times. 

Witness  the  Cullinane  Corp.  of  Welles 
ley  Hills,  Mass.  Cullinane  is  a  software 
house.  It  is  in  the  business  of  developing 
and  marketing  computer  programs  and 
must  be  good  at  it.  Sales  barely  existed  five 
years  ago,  but  last  year  they  were  S8.9 
million,  and  made  $1  million  profit.  The 
thinking  is  the  company  will  make  $1.5 
million  this  year. 

While  the  market  did  not  figure  to  be 
enthused  about  software  (too  man\  people 
got  burned  in  the  late  1960s).  Cullinane 
has  a  fine  record,  and  a  San  Francisco 
underwriter,  with  a  solid  venture  capita 
background,  decided  to  take  Cullinane 
public.  The  underwriter  is  Hambrecht  & 
Quist.  Bill  Hambrecht  admits  the\  wor- 
ried a  little  when  the\  initialK  priced  the 
issueat$15to$20ashare,  orabout  15to20 
times  last  year  s  earnings.  The  worr\  was 
wasted.  Cullinane  sold  out  at  $20  a  share 
and  is  trading  around  $28  now,  so  there  are 
some  happy  new-issue  buyers. 

The  pieces  are  coming  together.  OTC 
prices  are  now  high  enough  to  make 
selling  stock  worthwhile.  Furthermore, 
there  is  a  market.  People,  but  mostK 
institutions  up  to  now,  are  willing  to  take 
a  chance  on  a  good  little  compan\ . 

As  for  good  little  companies,  there  are 
plenty  of  them.  With  the  public  markets 
essentially  closed  for  almost  half  a  de- 
cade, the  small  growth  company  either 
patched  along  on  borrowings  or,  too  of- 
ten the  case,  gave  up  and  sold  out.  At  20 
times  earnings  (that  is  a  bit  price\  )  a  lot 
of  them  would  be  more  than  happy  to 
turn  to  the  public. 

But  should  the  public  get  back  into 
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cw  issues?  I  think  so — at  least  in  the 
arK  stage  of  a  new-issue  market  and 
ith  quahty  companies.  The  reason  the 
ublic  should  get  back  in  is  that  new 
sues  generally  are  underpriced.  The 
iiipan\-  making  its  debut  wants  happy 
!(  kholders,  and  the  best  way  to  assure 
hat  is  a  stock  that  trades  for  more  than 
;s  offering  price.  Undenvriters,  the  guys 
vho   guarantee    to    raise    money  (for 
round  an  8%  commission),  do  not  want 
0  get  stuck,  with  stock  they  have  to  sell 
t  a  discount,  so  they  do  not  want  to 
verjjrice  an  issue.  The  result  is  that  new 
isues  are  often  good  buys. 
But  not  always.  I  should  remind  \  ou  of 

Ijlig  George  (J^e  was  big  but  not  named 
teorge),  an  old  friend  of  mine  who  went 
Qto  the  business  of  creating  companies 
o  satisfy  the  urgent  needs  of  a  hot  new- 
>sue  market  in  the  early  Si.xties.  Big 


.  .  New  issues  generally 
ire  underpriced.  .  ." 


eorge  s  specialty  was  buying  some  run- 
lown  little  company,  maybe  a  decrepit 
Id  foundry  and  then  giving  it  a  spifi\ 
lew  name.  How  about  High  Densit\ 
/laterials.  Inc.  ?  Big  George  had  a  lawyer 
hose  boast  was  that  he  could  get  an\ - 
hing  through  the  SEC.  Apparently  he 
Quid,  so  Big  George  launched  about  halt 
.  dozen  companies  and  Business  Week 
vrote  a  marvelous  story  about  Big 
Jeorge  being  the  prophet  of  a  whole 
lew  era  in  American  business.  The  trou- 
le  was.  Big  George  believed  the  story, 
Vhen  the  market  broke  he  used  every 
>enny  he  had  to  try  to  support  the  price 
f  his  junky  little  companies  and  went 
»roke.  Don't  be  worried.  Big  George  is 
ack  on  top  again.  The  people  who 
)Ought  stock  in  his  companies  aren't. 
What  happens  in  a  new-issue  market 
simply  that  quality  underwriters  bring 
)ut  good  companies  and  everybody 
nakes  money.  Pretty  soon  nobody  cares 
bout  what  the  company  is  or  does,  just 
o  long  as  it  is  a  new  issue,  and  that  is 
vhen  the  Big  Georges  move  in  and  that 
s  what  kills  new-issue  markets. 

It  is  premature  to  bury  this  one.  It  is 
)arely  born.  But  stick  with  (juality  un- 
lerwriters.  Among  the  good  ones  work- 
ng  with  smaller  growth  companies  are 
iambrecht  &  Quist,  L.F.  Rothschild, 
Jnterberg,  Towbin  in  New  York  and 
Uex  Brown  &  Sons,  Baltimore. 

Badger  your  own  broker.  If  his  firm  is 
)art  of  the  underwriting  syndicate  he  has 
chance  to  do  you  a  favor. 
Let  him  do  it.  He  owes  vou  one.  ■ 


Where  our  strength  is. 

We  think  of  our  shareholders  as  real 
people,  not  numbers.  People  with 
hopes  and  aspirations  like  our  own. 
If  you'd  like  to  know  more  about  First 
Commercial's  "people-based" 
strength,  please  get  in  touch  with  us. 

(Traded  over  the  counter  by  NASDAQ.  Symbol  FCMB.) 


^      Strength  through  leadership 

Ic  FIRST  COMMERCIAL  BANKS  INC. 

60  State  Street,  Albany,  New  York  12207 

SUBSIDIARIES:  >National  Commercial  Bar>k  and  Trust  Com- 
pany, Albany,  N.Y.;  First  Trust  &  Deposit  Company,  Syracuse, 
N.Y.;  Kingston  Trust  Company,  Kingston,  N.Y.;  The  Homer 
National  Bank,  Homer,  N.Y.;  The  Oystermen's  Bank  and  Trust 
Company,  Sayville.  N.Y.;  The  Chester  National  Bank,  Chester. 
N.Y.;  FCB  Leasing  Ltd.,  Waltham,  Mass.;  FCB  Advisory  Ser- 
vices, Inc.,  Albany,  N.Y.;  FCB  Life  Insurance,  Ltd.,  Phoenix,  Ariz. 


STMPOUT 
LAZY  CASH 


We'll  make  your  cash  reserves  work  harder 
while  keeping  them  immediately  available 
to  you— without  a  withdrawal  penalty. 

We'll  ^ve  you  an  investment  in 
prime  quality  money  market  instruments. 

We'll  give  you  active  experienced 
management. 

We'll  give  you  low 
cost  effectiveness— 
and  NO  LOAD. 


We'll  give  you  a  lot  of  service. 
•  Toll-Free  Telephone  Redemption  or 
Elxchange  •  Bank  Wire  Speed  •  Free 
Check  Writing  •  Call  toll-free 
1-800-63^1527.  If  busy,  or  in 
Maryland,  call  301-547-2136  collect  or 
write  Prime  Reserve 
Fund,  100  East  Pratt 
Street,  Baltimore, 
Maryland  21202. 


ROHE  PRK  E 

PRIME 
RESERVE 


\-6 


For  more  c{)mplete  information, 

including  manajjement  fee  and  '^^me  

other  charges  and  expenses, 

obtain  a  prospectus.  Read  it  Address  

carefully  before  you  invest  or 

send  money.  City/ State  Zip_ 


I 

 I 

  I 

  I 
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-ed  up  with  the  problems  associated  with  many 
raditional  business  and  industrial  locations? 
"onsider  moving  your  business  to  the  office/ 
ndustrial  park  at  Miami  Lakes,  Florida. 

A  few  minutes  from  Miami  Int'l  Airport, 
jetween  Dade  and  Broward  Counties,  right  next 
0  the  largest  labor  force  in  South  Florida.  An 
jstablished  community,  widely  regarded  as  one 
)f  the  most  beautiful  and  carefully  planned  in  the 
5un  Belt  Over 70  companies,  including  branches 
Df  major  corporations,  call  Miami  Lakes  home. 

For  a  brochure,  call  or  write  David  Van  Daam. 


llL 


MIAMI  11 AKKS 

14340  N.W.  60  Ave.,  Miami  Lakes,  Fla.  33014. 
(305)821-1130. 

Miami  Lakes  Properties,  Inc 
Registered  Real  Estate  Broker 


Those  who 

must 

make 

their 
businesses 

maice 
money 

read: 

Forbes: 
capitalist  tool 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  R  E.  Ins. 
and  stockbrokers.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  Business  Capital  Assistance.  Must 
be  sincere  with  well-rounded  business  back- 
ground.  Instmt  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  details  write  giving  phone  no  (o 

OR  Call  Mr.  Vander:  (213)  463-4841 

Depi  S,  Computer  Capital  Corp 
692?  Hollywood  Slvd  .  Los  JIngeles.  Calit  90028 


Cut  Your  Losse 
Why  Not 
Ignore  Them? 

By  Peter  G.  Banzhaf 


in  enduring  cliche  in  the  investment 
community  is:  Cut  your  losses  short  and 
let  your  profits  run.  I'd  hke  to  suggest  a 
reverse  on  this:  Take  your  profits  am!  let 
your  losses  run. 

Bear  with  me  for  a  time  while  I  explain 
my  reasoning. 

Impatient  holders  who  sold  many  sec- 
ond- and  third-tier  stocks  'because  the\ 
weren  t  going  anywhere"  lived  to  regret 
it  when  hundreds  of  such  stocks  doubled 
and  even  trebled  in  price  over  the  past 
few  years. 

Almost  forgotten  stocks  that  had  once 
been  at  10  or  11  were  found  to  be  romp- 
ing around  in  the  lower  20s.  Each  day 
the  newspaper  was — and  continues  to 
be — littered  with  new  stock  market 
highs,  many  of  them  were  companies 
that  hadn't  been  mentioned  in  polite 
company  for  years. 

Airlines,  conglomerates,  machine 
toolmakers,  aircraft  producers — every- 
one has  come  to  the  party.  Boeing,  in  the 
last  \ear,  has  gone  from  23  to  the  mid- 
70s.  Lockheed,  which  only  recently  was 
a  jumble  of  scandal  and  government 
guarantees,  has  moved  from  13  to  the 
middle  30s.  And  Control  Data  is  back  in 
the  40s  again.  Oh,  it  may  take  a  while 
before  Control  Data  recaptures  the  pati- 
na of  growth  it  once  had.  But  it's  a  long, 
long  way  from  10,  where  it  was  only  a 
few  years  ago. 

And  the  buyout,  of  course,  has  created 
an  early  Christmas  in  the  homes  of  many 
an  investor  this  year.  As  bargain-hunting 
corporations  scoured  the  landscape  for 
likely  takeovers,  the  shares  of  Pet,  Ambac, 
Babcock  &  Wilcox  and  Cutler-Hammer, 
to  name  a  few,  were  bought  out  at  double 
and  triple  the  prices  they  had  commanded 
only  a  couple  of  years  ago. 

Meanwhile,  how  many  bored  stock- 
holders were  there  who  must  have 
bailed  out  at  a  loss  and  at  or  near  the 
bottom?  Is  there  a  person  reading  this 
article  who  isn't  kicking  himself  or  her- 

Peter  G.  Banzhaf  is  a  vice  president  of  Robert 
W.  Baird  6  Co.,  Milwaukee.  Wis. 


self  for  selling  a  stock  in  a  company  that 
somebody  later  came  along  and  made  a 
tender  offer  for? 

There's  at  least  one  good,  clean  mes- 
sage in  all  this — that  we  tend  to  over- 
manage  our  assets.  Or,  put  another  way, 
that  a  certain  amount  of  benign  neglect 
can  produce  unexpected  rewards.  Be- 
cause we  own  stocks,  we  tend  to  look  at 
them  too  often.  And  when  we  look  at 
them,  we  feel  we  must  do  something. 
Buy  something,  sell  something.  Take 
some  kind  of  action  that  will  make  our 
money  work  harder,  produce  more. 

It  s  not  unlike  Congress,  which,  be- 
cause it  sits,  feels  obliged  to  impose  a 
constant  stream  of  new  legislation — 
some  good,  some  bad — on  the  public. 

But  after  reviewing  the  astonishing 
breadth  of  the  market's  recovery,  I'm 
convinced  that  selling  for  a  loss  is,  more 
often  than  not,  a  mistake.  Given  time,  a 
great  many  stocks  will  recover. 

So  when  you  look  at  your  list  and  come 
across  a  stock  that's  under  water,  why 
not  just  skip  it?  Move  on  to  the  next  item 
and  see  if  there  isn't  a  nice,  lush  profit 
waiting  for  you^ — one  that  ought  to  be 
converted  into  cash.  Because  even 
though  the  market  still  looks  strong  and 
cheap,  there  are  stocks  that  should  be 
sold.  The  economy  remains  filled  with 
c}uestion  marks,  after  all.  so  why  not  get 
some  hay  into  the  barn? 

With  the  possibility  of  some  sort  of 
slowdown  in  1979  more  and  more  in  the 
daily  news,  it's  hard  to  imagine  that 
there  aren't  a  lot  of  stocks  that  should  be 
eliminarted — at  a  profit,  of  course. 

Since  we  want  to  own  companies  that 
have  strong,  proprietan.-  product  lines  of 
one  kind  or  another — we  want  them  to 
be  low-cost  producers  with  a  low  labor 
content,  strong  balance  sheets  and  a  high 
return  on  equity — it  shouldn't  be  too 
hard  to  find  issues  to  sell. 

I  would  start  vvith  the  big,  commodity- 
oriented  producers:  the  basic  industry 
stocks  that  really  require  a  strong  econo- 
my. The  steel  producers  (U.S.  Steel, 
National  Steel,  for  instance)  would  seem 
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iualify,  as  would  a  number  of  the 
iiiicals  (Dow,  Hercules), 
his  group  becomes  even  less  appeal- 
because  Washington  s  hot  denial  of 
imposition  of  price  controls  makes 
:  ventuality  even  more  of  a  threat. 
i\en    a    slow    economy  scenario, 
!(ln't  one  also  take  profits  in  most  of 
apital-goods  stocks?  Many  of  them 
juite  near  their  highs,  and  while 
are  e.xcellent  companies,  they  are 
t  iiiably  cyclical.  This  particular  cycle 
been  on  the  upswing  since  1975,  and 
reasonable  to  assume  that  it  won't  last 
ver.   You  might  consider  Emhart, 
nmins  Engine  and  FMC  as  candi- 
?s  for  selling. 

would,  however,  except  the  machine 
makers — historically  the  most  cycli- 
of  the  cyclical — from  this  recommen- 
on.  With  major  retooling  taking 
i-e  in  the  auto  and  aircraft  industries, 
T  companies  may  actually  be  only  in 


A  certain  amount  of 
nign  neglect  can  produce 
expected  rewards  .  .  ." 


middle  of  a  major  and  longer-than- 
il  uptrend. 

nd  how  about  the  truckers?  With 
tract  negotiations  with  the  Teamsters 
ling  up  in  March — and  these  may 
I  out  to  be  very  difficult  talks,  in- 
d — I  wouldn't  shrink  from  nailing 
'n  profits  in  this  group.  And  I 
ildn't  wait  very  long  before  getting 
ut  it. 

inally,  it's  hard  for  me  to  believe  that 
airlines  have  acquired  real  respect- 
ity.  Admittedly,  they  ve  learned  that 
ering  fares  tends  to  fill  airplanes.  But 
1  real  competition  not  very  far  olf — 
the  possibility'  of  a  recession  to  go 
1  it — I'm  inclined  to  be  cynical  about 
r  prospects — -just  as  long  as  I  can  do 
;  a  profit. 

s  to  the  business  of  losses,  I  suppose 
:  some  stocks  may  never  fully  recov- 
It's  hard  to  picture  General  Motors 
,ng  at  over  100  again,  for  example.  Or 
itrol  Data  at  160.  And  it  will  un- 
btedly  be  a  while — in  fact,  a  long, 
;  while — before  Penn  Central  ever 
1  50  again. 

ut  who  knows?  Boeing  could  be 
ght  at  8  just  three  years  ago.  Would 
jne  have  dreamed  that  it  would  be  in 
70s  so  soon?  And  the  most  significant 
ibility  is  that  success  in  investing 
be  dependent  on  nothing  more  so- 

liticated  than  grimly  hanging  on.  On 

ij  on  until  things  work  out.  ■ 

^  


Tvo  thirds 
we  won't  discount: 


-if-i/^-r^  Trades  executed  through  a  team  of 
A^-^t^^U-LliJll.  salaried  trading  specialists  instead  of 
a  commissioned  salesman  •  Direct  voice  contact  with  the 
NYSE,  ASE  and  CBOE  floors  •  Direct  computer  access  to 
regional  markets  and  NYSE  specialist  posts  •  Complete  full- 
option  display  quote  service  with  retrieval  of  all  stock  and 
option  prints  for  the  day  •  "Inside  market"  NASDAQ  execu- 
tion on  OTC  issues  •  Full  range  of  execution  on  debt  securities 

/^^  cf'/^/^TT  accounts  held  in  custody  by  a  national 
V^LloLL/Liy  clearing  firm  •On-line  computer  terminals 
for  instant  account  status  of  positions,  money  balances,  and 
buying  power  •  Capacity  for  large,  active  margin  accounts 
•Nationwide  CO. D.  deliveries  •  Qualified  accounts  may  earn 
interest  on  credit  balances  with  free  checking  account  priv- 
ileges •  Complete  portfolio  accounting  services  •  Securities 
in  each  account  protected  to  $350,000 

What  we  do  discount  are  commissions,  from  30% 
to  81%  off  the  last  NYSE  fixed  rates  in  effect  prior  to 
May  1, 1975.  For  complete  information  on  our 
commissions  and  services,  send  or  call  for  our  free 
brochure  and  application.  Call  toll  free  at  800-221-5338 
or  in  New  York  State  collect  at  212-269-9127. 
_  , 

I  Source  Securities  Corporation,  70  Pine  St.,  New  York,  N.Y.  10005 

I  □  Please  have  someone  from  Source  call  me. 

'  □  Please  send  me  your  free  Commissions  and  Services  brochure 
I      and  new  account  application. 

I  Name  


Address. 
City  


.State. 


-Zip. 


Bus.  Tel. 


-Home  Tel.  (- 


I  


u 

"^•^  MEMBER  NYSE,  NASD,  SIPC 

The  broker  for  experienced  investors 


FORIO^J 


WE'RE  FIGHTING  FOR  YOUR  LIFE 


Exercise  Regularly 


American  Heart  Association  t 
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Money  And  Investments  Financial  Strategy  lior 


How  Mr.  Womack 
Made  A  Killing 


By  John  Train 


Wmm  very  body  who  finally  learns  how  to 
make  money  in  the  stock  market  learns 
in  his  own  way. 

I  like  this  tale  of  his  own  personal 
enlightenment  sent  in  by  reader  Melvid 
Hogan,  of  Houston: 

"Right  after  I  was  discharged  from  the 
Army  at  the  close  of  World  War  II  and 
went  into  the  drilling-rig  building  busi- 
ness, on  the  side  (and  at  first  as  a  hobby) 
I  began  buying  and  selling  stocks.  At  the 
end  of  each  year  I  always  had  a  net  loss.  I 
tried  every  approach  I  would  read  or 
hear  about:  technical,  fundamental  and 
combinations  of  all  these  .  .  .  but  some- 
how I  always  ended  up  with  a  loss. 

"It  may  sound  impossible  that  even  a 
blind  man  would  have  lost  money  in  the 
rally  of  1958 — but  /  did.  In  my  in-and- 
out  trading  and  smart  switches  I  lost  a  lot 
of  money. 

"But  one  day  in  1961  when,  discour- 
aged and  frustrated,  I  was  in  the  Merrill 
Lynch  office  in  Houston,  a  senior  ac- 
count executive  sitting  at  a  front  desk 
whom  I  knew  observed  the  frown  on  my 
face  that  he  had  been  seeing  for  so  many 
years  and  motioned  me  over  to  his  desk. 

'Would  you  like  to  see  a  man,*  he 
asked  wearily,  who  has  never  lost  mon- 
ey in  the  stock  market?' 

"The  broker  looked  up  at  me,  waiting. 

"  Never  had  a  loss?'  I  stammered. 

"  'Never  had  a  loss  on  balance,'  the 
broker  drawled,  and  I  have  handled  his 
account  for  near  40  years.'  Then  the 
broker  gestured  to  a  hulking  man 
dressed  in  overalls  who  was  sitting 
among  the  crowd  of  tape  watchers. 

'If  you  want  to  meet  him,  you'd  bet- 
ter hurry,'  the  broker  advised.  'He  only 
comes  in  here  once  ever>'  few  years  ex- 
cept when  he  s  buying.  He  always  hangs 
around  a  few  minutes  to  gawk  at  the 
tape.  He's  a  rice  farmer  and  hog  raiser 
from  down  at  Baytown.' 

"I  worked  my  way  through  the  crowd 

John  Train  is  president  of  Train,  Smith.  In- 
vestment Counsel,  Neiv  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


".  .  .  He  equated  buying  stocks  with 
buying  a  truckioad  of  pigs  .  . 


to  find  a  seat  by  the  stranger  in  overalls. 
I  introduced  myself,  talked  about  rice 
farming  and  duck  hunting  for  a  while  (I 
am  an  avid  duck  hunter)  and  gradually 
worked  the  subject  around  to  stocks. 

"The  stranger,  to  my  surprise,  was 
happy  to  talk  about  stocks.  He  pulled  a 
sheet  of  paper  from  his  pocket  with  his 
list  of  stocks  scrawled  in  pencil  on  it  that 
he  had  just  finished  selling  and  let  me 
look  at  it. 

"I  couldn't  believe  my  eyes!  The  man 
had  made  over  50%  long-term  capital- 
gain  profits  on  the  whole  group.  One 
stock  in  the  group  of  30  stocks  had  been 
shot  off  the  board,  but  others  had  gone 
up  100%,  200%  and  even  .500%. 

"He  explained  his  technique,  which 
was  the  ultimate  in  simplicity.  Wlien 
during  a  bear  market  he  would  read  in 
the  papers  that  the  market  was  down  to 
new  lows  and  the  experts  were  predict- 
ing that  it  was  sure  to  drop  another  200 
points  in  the  Dow,  the  farmer  would 
look  through  a  Standard  &  Poor  s  Stock 
Guide  and  select  around  30  stocks  that 
had  fallen  in  price  below  $10 — solid, 
profit-making,  unheard-of  little  compa- 
nies (pecan  growers,  home  furnishings, 
etc.)  and  paid  dividends.  He  would  come 
to  Houston  and  buy  a  $25,000  'package' 
of  them. 

"And  then,  one,  two,  three  or  four 
years  later,  when  the  stock  market  was 
bubbling  and  the  prophets  were  talking 
about  the  Dow  hitting  1500,  he  would 
come  to  town  and  sell  his  whole  package. 
It  was  as  simple  as  that. 

"During  the  subsequent  years  as  I  cul- 
tivated Mr.  Womack  (and  hunted  ducks 
on  his  rice  fields)  until  his  death  last 
year,  I  learned  much  of  his  investing 
philosophy. 

"He  equated  buying  stocks  with 
buying  a  truckioad  of  pigs.  The  lower  he 
could  buy  the  pigs,  when  the  pork  mar- 
ket was  depressed,  the  more  profit  he 
would  make  when  the  next  seller's  mar- 
ket would  come  along.  He  claimed  that 
he  would  rather  buy  stocks  under  such 
conditions  than  pigs  because  pigs  did  not 


pay  a  dividend.  You  must  feed  pigs. 

"He  took  a  farming'  approach  to  the 
stock  market  in  general.  In  rice  farming, 
there  is  a  planting  season  and  a  harvest- 
ing season;  in  his  stock  purchases  and 
sales  he  strictly  observed  the  seasons. 

"  Mr.  Womack  never  seemed  to  buy  a 
stock  at  its  bottom  or  sell  it  at  its  top.  He 
seemed  happy  to  buy  or  sell  in  the  bot- 
tom or  top  range  of  its  fluctuations.  He 
had  no  regard  whatsoever  for  the  old 
cliche' — Never  Send  Good  .Money  After 
Bad— when  he  was  buying.  For  exam- 
ple, when  the  bottom  fell  out  of  the 
bottom  in  the  market  of  1970,  he  added 
another  $25,000  to  his  previous  bargain- 
price  positions  and  made  a  virtual  killing 
on  the  whole  package. 

"  I  suppose  that  a  modem  stock  market 
technician  could  have  found  a  lot  of  al- 
phas, betas,  contrary  opinions  and  other 
theories  in  Mr.  Womack  s  simple  ap- 
proach to  buying  and  selling  stocks.  But 
none  I  know  put  the  emphasis  on  "buy 
price  that  he  did. 

"  I  realize  that  many  things  determine 
if  a  stock  is  a  wise  buy.  But  I  have 
learned  that  during  a  depressed  stock 
market,  if  you  can  get  a  cost  position  in  a 
stock  s  bottom  price  range  it  will  forgive 
a  multitude  of  misjudgments  later. 

"During  a  market  rise,  you  can  sell  too 
soon  and  make  a  profit,  sell  at  the  top 
and  make  a  very  good  profit,  or  sell  on 
the  way  down  and  still  make  a  profit.  So, 
with  so  man\  profit  probabilities  in  your 
favor,  the  best  cost  price  possible  is 
worth  waiting  for. 

'"Knowing  this  is  alwa\s  comforting 
during  a  depressed  market,  when  a 
chartist'  looks  at  you  with  alarm  after 
you  buy  on  his  latest  "sell  signal.' 

"In  sum,  Mr.  Womack  didn't  make 
anything  complicated  out  of  the  stock 
market.  He  taught  me  that  you  can't  be 
buying  stocks  every  day,  week  or  month 
of  the  year  and  make  a  profit,  any  more 
than  you  could  plant  rice  every  day, 
week  or  month  and  make  a  crop.  He 
changed  my  investing  lifestyle  and  I 
have  made  a  profit  ever  since.  '  ■ 
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Currency  Trading:  The 
Ultimate  Commodity  Game 

By  Stanley  W.  Angrist 

.  .  Speculating  by  means  of  outright  long  or  short 
positions  in  foreign  currencies  is  too  exciting 
for  my  taste.  But  if  you  have  a  taste  . . ." 


nyone  who  glanced  at  a  newspaper 
during  August  had  to  be  well  aware  that 
the  dollar  was  being  mauled  on  a  daily 
basis  as  never  before  in  its  history.  The 
attack  was  led  by  the  Japanese  yen, 
which  dropped  under  the  psychological- 
ly important  barrier  of  200  yen  to  the 
dollar.  (As  recently  as  January  1977  it 
took  294  yen  to  purchase  a  dollar.) 

Furthermore,  in  a  single  day  in  Au- 
gust the  dollar  dropped  4%  against  the 
Swiss  franc.  (In  August  the  December 
contract  for  the  Swiss  franc  touched  65.3 
cents;  in  February  1977  the  Swiss  franc 
could  have  been  purchased  for  40 
cents — an  increase  in  value  of  63%  in 
just  18  months.) 

Can  speculators  make  money  from 
rapid  changes  in  the  value  of  the  dollar? 
Is  it  any  harder  to  speculate  in  curren- 
cies than  in  soybeans,  live  cattle  or  cop- 
per? The  answer  to  the  first  question  is 
most  assuredly:  Yes.  The  answer  to  the 
second  is:  No.  The  mechanics  of  trading 
all  commodities  are  practically  the  same 
and  money  can  always  be  made  when 
commodities  undergo  rapid  changes  in 
value — if  you  are  on  the  right  side  of  the 
market. 

Until  May  1972  relatively  small  specu- 
lators (and  hedgers)  were  in  efiect  locked 
out  of  the  currency  market.  At  that  time 
the  International  Monetary  Market  of 
the  Chicago  .Mercantile  Exchange  began 
to  trade  futures  contracts  in  the  British 
pound,  Canadian  dollar,  Dutch  guilder, 
French  franc,  German  mark,  Japanese 
yen,  Mexican  peso  and  Swiss  franc.  By 
the  end  of  1977  the  value  of  trade  on  the 
IMM  had  reached  $449  billion. 

As  with  any  commodity,  the  price  of 
one  currency  in  terms  of  another  is  de- 
I  termined  by  the  law  of  supply  and  de- 
ij  mand.  In  addition  to  that  law  there  are 
j  other  fundamental  factors  that  coUective- 
\  ly  have  considerable  impact  on  foreign 
'  exchange  rates.   Certainly  one  of  the 

liinley  W.  Angrist  w>  a  professcyr  at  Carnegie- 
Mellon  University,  and  the  authcrr  of  Sensible 
Speculating  in  Commodities. 


most  important  influences  on  a  curren- 
cy's value  is  the  economic  health  of  the 
country.  This  is  reflected  in  a  country  s 
interest  rates,  inflation  rate,  monetary 
reserves,  unemployment  rate,  seasonal 
flow  of  funds,  balance  of  trade  and  bal- 
ance of  payments.  To  this  list  must  be 
added  political  factors  as  reflected  in 
government  actions  on  exchange  con- 
trols, taxation,  import  and  export  duties, 
as  well  as  the  country's  overall  political 
stability.  The  value  of  a  currency  may 
also  be  influenced  by  extraordinary 
events  such  as  wars,  oil  shortages  and 
embargoes,  major  labor  strikes,  bank 
failures  and  the  like.  (And  you  thought 
worrying  about  the  weather  in  the  Mid- 
west during  the  growing  season  was  a 
headache.) 

Speculating  by  means  of  outright  long 
or  short  positions  on  foreign  currencies  is 
too  exciting  for  my  taste.  But  if  you  have 
a  taste  for  daily  thrills  I  would  not  hesi- 
tate to  recommend  it  to  you.  I  prefer  an 
intercurrency  spread  that  reduces  the 
risk  to  my  "sleeping  point.  " 

The  spread  that  I  think  offers  a  reason- 
able shot  at  both  profit  and  sleeping  at 
this  time  is  the  deutsche  mark  versus  the 
British  pound.  Examination  of  this 
spread  reveals  that  the  deutsche  mark 
has  not  moved  as  much  as  I  believe  it 
should  relative  to  the  pound.  I  believe  a 
spread  that  involves  a  purchase  of  the 
December  1978  deutsche  mark  against 
the  sale  of  the  December  1978  British 
pound  at  a  premium  of  no  more  than 
$15,000  (U.S.)  is  a  good  bet. 

A  word  on  how  that  premium  is  calcu- 
lated is  in  order.  First  you  should  note 
that  foreign  currencies  are  always  quoted 
in  terms  of  U.S.  dollars.  Since  there  are 
125,000  marks  in  the  deutsche  mark  con- 
tract and  only  25,000  pounds  in  the  Brit- 
ish-pound contract,  two  multiplications 
and  a  subtraction  must  be  carried  out  in 
order  to  get  the  dollar  difference  be- 
tween the  contracts.  Here  is  an  example: 
Suppose  the  deutsche  mark  is  trading  at 
$.5016  per  mark  while  the  British  pound 
is  at  $1.9045.  The  dollar  difference  is 


found  as  follows:  (125,000  x  $.5016)  - 
(25,000  X  $1.9045)  =  $15,087. 

In  early  April  this  spread  reached  a  D- 
mark  premium  of  $18,000,  but  it  has 
recently  weakened  again  to  around  the 
$15,000  level.  Despite  North  Sea  devel- 
opments, Britain  s  trade  position  is  in 
jeopardy  of  worsening,  its  relative  infla- 
tion rate  is  growing  and  its  international 
borrowing  increasing.  All  of  this  augurs 
poorly  for  the  pound.  Because  the  mark 
did  not  experience  much  of  a  rally  this 
past  summer,  it  seems  to  be  to  be  rela- 
tively undervalued  in  comparison  with 
the  pound.  Therefore,  I  believe  the  D- 
mark  contract  could  once  again  carry  an 
$18,000  premium  or  more  relative  to  the 
B-pound  contract.  I  would  not  risk  more 
than  $1,000  on  this  trade. 

The  margin  on  a  spread  of  D-marks 
versus  B-pounds  is  about  $4,500.  The 
round-turn  commission  would  be  around 
$150.  The  margin  charged  on  this  spread 
is  high  because  apparently  brokerage 
house  margin  clerks  believe  that  the 
mark  and  pound  are  sufficiently  inde- 
pendent of  each  other  to  require  them  to 
be  margined  as  independent  long  and 
short  positions.  And  so  the  commission 
on  the  spread  is  also  the  sum  of  the 
individual  positions. 

Correction  And  Update 

In  my  July  24  column  I  recommended 
a  spread  consisting  of  a  long  December 
1978/short  December  1979  gold  contract 
at  around  a  $19  premium  for  the  1979 
contract.  1  called  it  a  bull  spread.  How- 
ever, even  a  maven  makes  a  mistake 
every  now  and  then.  It  is  not  a  bull 
spread  but,  as  a  number  of  my  readers 
pointed  out,  a  bear  spread. 

In  the  ensuing  gold  rally  the  spread 
did  worsen  to  about  a  $21  premium  the 
1979  contract.  For  those  traders  who 
are  still  holding  this  spread,  I  continue 
to  believe  that  it  will  drop  to  a  level  of 
$17  or  so  as  interest  rates  retreat  later  in 
the  year.  ■ 
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MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


ART  &  ANTIQUES 


COLLECTORS  SERIEStm 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,    autos,   ships,    railroad  & 
American   scenes,    Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept.  FM,  Box  7919, 
Chicago,  IL  60680 


BOOKS 


MAKING  YOL'R  TRADE 
ASSOCIATION  PAY 

Get  "Millions  Are  Plotting"  by  Harry 
Morrison,  with  introduction  by  Frank 
Ikard,  of  the  API.  The  anatomy  and 
workings  of  a  great  trade  association, 
WOGA. 

LUNDBERG  PUBLISHING  CO. 

PO  Box  3996  N.  Hollywood,  OA  91609 
$17.95    256  pages,  photos,  charts 

MGM'T  &  SALES  MEETINGS 


ART  GRAPHICS 
FOR  THE  PROFESSIONAL 

Traditional,  Whimsical,  limited 
editions,  hand  colored  engravings 
and  selected  prints.  Let  us  deco- 
rate your  walls  with  unusual,  hard 
to  find  art.  Free  catalog.  JANIK, 
P.O.  Box  0,  Tarzana,  OA  91356 


RARE  AUTOGRAPHS 


m 


FOR    SALE:    A  MUSEUM 
QUALITY    PEDIGREED  COL- 
LECTION OF  ORIGINAL  LET- 
TERS &  DOCUMENTS  SIGNED 
BY  ALL  56  SIGNERS  OF  THE 
DECLARATION    OF  INDE- 
PENDENCE. Much  duplication, 
over    107    pieces    from  Button 
Gwinnett    to    Thomas  Jefferson. 
Includes    32    holograph  letters. 
BRUCE  GIMELSON 
Chalfont.  PA  I89I4 
(215)  822-1393 


AUTOMOBILES 


'79  Cadillacs  Cost  Less 
In  Detroit 

Dalgleish  Cadillac  has  the  lowest 
sticker  prices  in  theU  S  A 
Buy  your  new  1979  Cadillac 
in  Detroit  from  Dalgleish, 
the  closest  dealer  to  the  Cadillac  factory 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  G.M.  &  Fisher  BIdgs. 
"Michigan's  Largest  Cadillac  Dealer" 

Phone  (313)  875-0300 

Call  Lou  Smulyan  or  Gent-  Schultz 


SAVE  $$$$  ON  NEW  1979  CARS 

Buy  at  Detroit  prices — save  on  freight, 
too!  Full  factory  warranty.  Call  toll 
free  (800)  521-7257  for  computer  print- 
out price,  or  mail  make  &  model  to: 
BONDED  BROKI^.RS 
2547-S  Monroe  Blvd. 
Dearborn,  Michigan  48124 
(313)  565-5577.  Specializing  in  Lincoln, 
Mercury,  Ford  &  other  "Big  3"  makes. 

LIMOUSINES 

We  are  now  accepting  orders  for 
new  1979  custom  built  Lincoln  & 
Cadillac  limousines  equipped  with 
TV,  bar,  division  window,  etc.  Also 
used  limousines  available. 

EXECUTIVE  COACH 
BUILDERS 
1-800-641-4056 

EXECUTIVE  EDUCATION 

OFF-CAMPUS  DEGREE  PROGRAMS 
BACHELOR'S,  MASTER'S 
DOCTOR'S 

No  classroom  attendance.  For  peo- 
ple   who    cannot    meet  on-campus 
classroom    requirements.    Credit  for 
college  related  life  experience  learn- 
ing.  Write  or  call  for  Catalog  and 
details.  Off-Campus  Registrar. 
KENSINGTON  UNIVERSITY 
Box  2036    Dept.  709 
512  E.  Wilson  Ave. 
Glendale,  Cal.  91209 
Tel.  213.  245-7224 

COLLEGE  DEGREES 
FOR  WORK  EXPERIENCE 

You  may  be  closer  to  earning  your 
B.A.,  M.A.,  or  Ph.D.  than  you  realize. 
Receive  credit  for  work  experience, 
mil.  SVC,  seminars,  indep.  study,  and 
previous  academic  trng.  Can  be  com- 
pleted from  home  or  office.  No  class- 
room attendance  req'd.  For  FREE 
Info,  write  American  International 
University  Dept.  FOR/BF.  150  S.  Los 
Robles  Ave.,  Pasadena,  CA  91101  or 
call  213-796-9071 


COLLEGE  DEGREES  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fast. 
Free  details. 
DR.  JOHN  BEAR, 
2150  Franklin  Street,  Dept.  62802 
Oakland,  California  94612 


REAL  ESTATE 


^JHUNTINGf 

B^^^^flB  or  s«IMng 

Find  out  how  fast  and  easy  it  really 
can  be!  Write  tor  our  FREE  t>ooklet  ■ 
"TAKING  THE  HASSLE  OUT  OF 
HOUSE  HUNTING  and  tiow  to  sell 
your  honne  for  the  right  price  fast." 

No  obligation! 

M  


eSSBE^  RELOCATING? 

CALL  TOLL  FREE  FOR  RELOCATION 
ASSISTANCE  ANrWHERE' 

^  800-325-3777 

I  ir,  w,s,ou'<  cal)  314^389-1111 

I     nWUlBl  I  I  WO"      POBOS  5780F 


MONTANA  RANCHES 

500  A.U.  Ranch.  All  deeded,  contigu 
ous  unit  adjoins  Game  Refuge  abou 
75  miles  west  of  Great  Falls.  Prict 
$800,000.  Excellent  terms.  Solid  op 
crating  unit. 

500  A.U.  Ranch  with  4,000  acres  dry 
land  crop.  Eastern  Montana  bordei 
$1,265,000.  Owner  will  lease  back  a 
5%  triple  net.  Good,  cheap-operatini 
unit  at  a  reasonable  price. 

HALL  &  HALL,  INC. 

406/252-2155  or  Box  1924 
Billings,  MT  59103 


mi 


FREE  CATALOG 
Big,  Free  1978  Catalog  describes  an* 
pictures  more  than  2,500  farms,  ranchi 
es,  acreages,  recreational  properties 
businesses,  town  and  country  home] 
in  39  states  coast  to  coast!  Pleas 
specify  type  and  location  preferred.  | 
UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64112 


tnop 


CAPITAL  WANTED 


EARN  13%  + 

on  1st  Mortgages 

18% 

on  2nd  mortgages 
all  with  a 
social  conscience! 
Years  of  perfect  experience  with  n« 
loan  Losses  by  banks  &  institution! 
Secured  mortgages  available  on  sma^ 
N.Y.C.  businesses.  Excellent  for  ii| 
stitutions  as  well  as  individuals 
$50,000  min  for  5-7  yrs  on  firslJl 
$!0-$30,000  for  3-4  years  on  seconds 
Send  for  detailed  report.  Please  indi 
cate  your  interest  in  1st  or  2nd  morti 
■gage,  and  your  Funds  available  foi 
investment.  You  will  be  contacted 
Write  Box  A144  Forbes.  60  FiftI 
Ave.,  New  York,  NY  10011 


MONEY  TO  LOAN 


NEED  MONEY? 

Finance  any  business.  Computerizec 
listing  of  1500  Best  Lenders  plus  30C 
Venture  Capital  lenders  plus  simpU 
application.  Complete  $24.95.  C.O.Dl 
Call  toll  free  1-800-821-2157.  Amerl^ 
can  Credit  Exchange,  3300  W.  Mock 
ingbird  Lane,  Dallas,  TX  75235 


Forbes 


CAPITALIST 
TOOL 


REACH  THE  AFFLUENT  IN  FORBES  CLASSIFIED 

One  out  of  every  13  FORBES  subscribers  is  a  millionaira 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP'Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
$10,000  cash  investment  re- 
quired. If  you  qualify— 

CALL  TOLL  FREE  TODAY 

1-800-821-7700,Ext.323 

P.O.  Box  5630, 
4470  Monroe  St.,  Dept.  FB 
Toledo,  Otiio  43613 


Become  Our  Branch  Offrce  in 
Your  Area  —  Highest  Com- 
missions —  Research-Com- 
puterized Daily  Accounting  — 
Toll  Free  Phone  —  Mailtron 
Trading  System  —  You  Will 
Fully  Own  the  Oftice  —  Ouali- 
(ied  Leads  —  Incentives  — 
Worldwide  Trading  —  Oil- 
shore  Trading  —  Over  40  Of- 
fices Nationwide 

CAYMAN  ASSOCIATES,  LTD. 
3450  W.  Fullerton  Av.,  Chicago,  IL  60639 
Toll  Free  (SCO)  621-3156  10  A.M.-S  P.M. 


iROKERS: 
[YOUR  OWN 
^COMMODITY 

FUTURES 

OFFICE 


WIN 


BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


ITHEKS  DO  EVEDV  MONTH  IN  U  S  GOVERNMENT  OIL 
.   LEASE  OSAMNGS  IF  VOU  A8E  21  AND  A  CITIZEN 

it  YOU  CAN  PASTICIPATE  EQUALLY  WITH  MAJOB 
OIL  COMPANIES  IN  THIS  LEGAL  LOTTERY.  A 
K5  TAX  DEDUCTIBLE  FILING  FEE  CAN 
RETURN  UP  TO  $75  000  AND  MORE 
fri  IMMEDIATELY  PLUS  A  POSSIBLE 

tLJ  FORTUNE  IN  FUTURE  INCOME 

WRITE  OEPT  FF  FOR  FREE  INFORMATION 
F.  MILLIGAN.  INC  600  MANHAHAN  BOULDER.  CO  80303 


i700  PER  MONTH  EARNINGS  pos- 
ible  filling  out  income  tax  forms  at 
:,ome  or  tax  office  during  tax  sea- 
on.  We  show  you  how.  Simple, 
;  uickly  learned.  Details  mailed  free, 
■fo  salesmen.  Hurry.  Big  demand. 

FEDERATED  TAX 

2044  Montrose 
Chicago  60618 


»  KIMO'S 
POLYNESIAN  SHOP 

f  Retail  men's  and  women's  do 


cloth- 
ing store  franchises  now  available 
worldwide.  $30,000  and  up. 
For  complete  brochure  write  to: 
JILENE,  INC.,  Dept.  F,  808  State 
St.,  Santa  Barbara,  CA  93101. 


FAST  FACTS  ABOUT 
FORBES  SUBSCRIBERS 

A- Total  paid  circulation: 
660,000 


★  301 ,620  are  in  top 
management  positions 


181,000  serve  on  their 
companies'  board  of 
directors 


13,000,000  MEN 
WILL  RENT  A 
TUXEDO  IN  1978 

Our  youth  oriented  business  is 
growing  .  .  .  we're  up  20%  over 
last  year.  WHY?  We  have  mod- 
ernized the  formalwear  rental 
industry!  Proms  and  formal 
weddings  are  more  popular  to- 
day than  ever.  This  high  ticket 
($35-$45)  .  .  .  high  percentage 
gross  and  net  profit  business 
can  be  yours  without  any  pre- 
vious knowledge.  We  train  you, 
finance  you  and  commit  our- 
selves to  a  long  term  store 
lease.  We  support  you  with  in- 
store  assistance  and  national 
advertising.  We're  convinced! 
135  franchisees  are  convinced! 
CAN  WE  CONVINCE  YOU! 
For  details  write  or  call  collect: 

MR.  JOHN  HEISER 
(312)  236-2333  .  .  .  GINGI5S  IN- 
TERNATIONAL, 180  N  La  Salle 
St.  Chicago,  IL  60601 


YOU  COULD  BE 
A  WINNER 

For  only  a  $25.00  tax-deductible 
entry  fee,  you  could  realize  large 
profits  from  federal  oil  and  gas 
lease-rights.  Monthly  drawings 
are  conducted  by  the  Bureau  of 
Land  Management  offering  op- 
portunity to  all  citizens.  We  urge 
you  to  take  advantage  of  our  in- 
dustry expertise. 

For  further  information, 
call  or  write: 

Western  Region,  Inc. 

7515  Greenville  Ave.,  Suite  404 
Dallas,  Texas  75231 
214/750-8323 


INDUSTRIAL 
MANUFACTURING  LICENSE 

to  qualified  candidates  who  enjoy  the 
allure  of  Industrial  Manufacturing. 
We  offer  a  virtually  competition-free 
business  secured  by  machinery,  train- 
ing and  long-range  support.  Invest- 
ment of  $110,000  should  generate  sub- 
stantial annual  income.  Company  scru- 
tiny is  considerable.  We  are  seeking 
master  licensees  for  foreign  countries. 

North  American  Carbide  Corp. 

Call  Mr.  Faircloth,  1-800-525-9496 

START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Start  with  GIFTIME'S  fabulous  col- 
or catalog  of  giftware  &  novelty  items 
all  dropshipped  for  you.  No  packing 
or  shipping.  Unique  Bonus  Plan  stim- 
ulates orders.  Free  catalog  &  details 
from  GIFTIME,  Inc. 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia,  PA  19144 
(215)  842-1400 


New  Roads 
toWealth 

and 
Opportunity 


CAN  OPEN  THE  DOOR 

to  your  own  exclusive  business  help- 
ing millions  needing  our  mind-act!- 
valing  programs  and  services  in  ttie 
communications  and  human  relations 

  industry  No  franchise  lee  Training 

■  and  testimonial  provided  Send  lor 

It  today  SAI.  Inc  .  Dept.  FB10-FB1,  P  0.  Box  47621 
DaMai.  TX  75247  Pli  214-630-6226 


GAMING 


Make  Dough  .  . .  Like  a  PRO 
in  all  Legalized  Casinos 

>  only  5  bets 
All  numbers  are  in  your  favor  including  7 
2.  3.  4.  5.  6,  7,  8,  9.  10.  11.  12 
Vou  win  every  rolll 


FREE  details:  M.C.  COHBIN  Depl  F  10 
Box  364,  Radio  Cily  Sla  .  N  Y    NY  10019 


CARVEL 

ESTABLISHED  1934 

INVENTORS  OF  THE  PATENTED 
CARVEL  ICE  CREAM  MACHINE 
AND  ORIGINATORS  OF  THE 
ICE  CREAM  LICENSING  INDUSTRY 

SEEKS  SUBSTANTIAL 
INVESTORS  FOR  AREA 
LICENSES  IN  MAJOR 
U.S.  MARKETS  OR  STATES 

MINIMUM 

$1,000,000 

INVESTMENT 
PRINCIPALS  ONLY 

REPLIES  TO 

BOX  A146  FORBES 
60  Fifth  Ave.,  N.Y.,  N.Y.  10011 

CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

OUR  TOWN  IS  BOOMING! 

National  companies  such  as  Eastman, 
RCA,  General  Tire  &  Emerson  Elec- 
tric have  located  in  Batesville,  Ark. 
Put  your  money  to  work  at  INDE- 
PENDENCE SAVINGS  .  .  .  with 
higher  than  bank  rates.  Savings  in- 
sured to  $40,000  by  FSLIC. 
8-Year  Certificate  with  8%  Annual 
Rate  and  8.33%  Annual  Yield  $1,000 
Minimum  Deposit. 

New  6-Month  Money  Market  Certifi- 
cate pays  .25%  more  than  Avg.  Auc- 
tion  Yield  on  US  Treasury  Bills — 
$10,000  Minimum  Deposit  Continuous 
Compounding   of    Interest    Call  for 
Rates  on  $100,000  CDs.  Substantial 
Penalty  for  Early  Withdrawal — 
INDEPENDENCE  SAVINGS 
PO  Box  2276,  Batesville.  AR  72501 
(501)  793-4123 
Equal  Housing  Lender 

LIST  OF  BLUE  CHIP  STOCKS 

Elton  S.  Stephens  III,  an  In- 
vestment Adviser,  has  compos- 
ed a  list  of  Blue  Chip  Stocks. 
Enclose  $1.00  and  Mail  To: 

ELTON  S.  STEPHENS  III 

Investment  Advisor 

4016  South  Michigan  Street 

South  Bend,  Indiana  46614 

$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee  on 
non-competitive  public  drawings  for 
oil  and  gas  leases  by  the  Federal  Gov- 
ernment could  return  $200,000. 
Free  details. 
AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 

FOR  SALE  OR  WILL  VENTURE 

Producing  open  pit  gold  mine.  Heap 
leaching.  Large  property.  Small  scale 
operation  needs  capital  to  increase 
production  scale.  Ideal  for  small  well- 
financed  company  that  wants  imme- 
diate cash  flow.  Requires  over  $500,000. 
F.W.  Lewis,  120  Greenridge  Dr., 
Reno,  NV  89509.  Phone:  702/826-2404. 

BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A145  Forbes 

60  Fifth  Avenue 
New  York,  NY  10011 


An  Alternative  To 
The  $20  Button  Down 
0ur8...$13. 


100%  COMBED 
COTTON  OXFORD 
BUTTON  DOWN 

Finest  traditional  design  and  tailoring 

Seven  button  front,  placket  sleeve,  left 

breast  pocket,  double  reinforced  side 

seams  and  sleeves 

Your  satisfaction  guaranteed 

Blue  or  White  Sizes  1 4'/;-17'/,/32-35 

Huntington  cuinthtpra 

2206  BRYDEN  RO  •  COLUMBUS.  OHIO  43209 

Please  send  me  100%  cotton  shirf(s)  (@  $13  00  ea 
Add  $t  50  tor  ship  &  ins  regardless  of  quantity 
Ot^io  Res.  add  4%  sales  tax 


Size    White  Blue 

Oly  Qty 

□  Pers.  Check     □  Master  Charge    □  Visa 

Card  »  


Expiration  Date  

Master  Charge  Interbank 

Name  

Address  

City  


I  State. 
\ 


-Zip. 


CIGARS 

Your  Cigars  are  as  Close  as 
Your  Phone  OLD  CHICAGO 
SMOKE  SHOP  stocks  Your 
Favorite  Brand,  Guaranteed 
Fresh,  at  UNBELIEVABLE  LOW 
PRICESi 

FAST  DELIVERY.  FREE 
anywhere  in  the  United 
Stales.  Call  TOLL  FREE 
for  Quote! 
Illinois  800-972-1135 
Other  States  800-621-1453 

OLD  CHICAGO  SMOKE  SHOP 

Distributors  of  Royal  Honduran  Cigars 


aiililcttercl) 


i?f6tiiTU)mal6.  n\emonols.  retirement 
ecrolU  beautituUy  illunuiuited. 
Call  or  luriti  for  free  boohlet 

AMES  Is  ROLLINSON.  INC. 

^me  Ifttcnn^-dcsi^nin^-illumtnatm^  since  1869 
215  Bark  Avtnue  South.  P^ct  H,  Dew  Vorli  lOOOi 
f2l2j  473-7000 


INVESTMENT  NEWSLETTER 

WHICH  ECONOMIC  STATISTICS 
MOST  ACCURATELY  FORECAST 
STOCK  MARKET  DIRECTION? 

Do  you  know  what  data,  normally 
available  in  the  daily  newspaper,  most 
often  indicates  future  market  trends? 
You  can  learn  more  about  these  im- 
portant factors  in  detail  by  sending 
for  our  new  15  page  booklet,  STOCK 
MARKET  DIRECTIONS.  In  addi- 
tion, you'll  also  receive  the  next  4  is- 
sues of  our  weekly  market  letter, 
WALL  STREET  NAVIGATOR.  To 
obtain  this  timely  investment  package, 
send  $5.00  to: 

STOCK  MARKET  APPRAISAL,  INC. 

P.O.  Box  355,  Stapleton  Station 
Staten  Island,  New  York  10304 


Forbes 


Editorial  lnd8X  Companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


Aetna  Lite  &  Casualty   146 

Allegheny  Ludlum   33 

Ambac   150 

Annerada  Hess   73 

ABC   13,134,136 

American  Manufacturing   146 

AT&T   144,  146 

Areata  National   146 

Armstrong  Cork   43 

Atlantic  Richfield   93 

Babcock  &  Wilcox   150 

Bache  Group   146 

Beatrice  Foods   62 

Bertelsmann  Group   58 

Boeing   146,  150 

British  Leyland   10 

Chemetron   33 

Chromalloy  American   130 

Cincinnati  Gas  &  Elec   146 

Coca-Cola   62 

CBS   134 

Commonwealth  Edison   146 

Control  Data   150 

Cullinane   148 

Cummins  Engine   151 

Cutler-Hammer   150 


Dean  Witter  Reynolds   146 

Diversified  Mortgage  Investors  .14 
Donaldson  Lufkin  8i  Jenrette  ...146 

Dow  Chemical   36 

Dun  &  Bradsfreet   136 

E.  I.  Du  Pont   '  37 

A.  G.  Edwards   146 

EltraCorp   146 

Emhart   151 

Ex-Cell-O   146 

Exxon   38,  144 

FMC   151 

Ford   50 

Fruehauf-Europe   138 

General  Electric   50,  146 

General  Motors   50,144,151 

Golden  West  Broadcasters   130 

W.R.Grace   35,46 

Greyhound   126 

Grolier   51 

Growth  Realty  Investors   14 

Hammond  Inc   55 

Health  8.  Racquet  Clubs   97 

Health  8.  Tennis  Corp   97 

Hubbard  Broadcasting   130 

E.  F.  Hufton   146 


Kerr  McGee   146 

Jack  LaLanne   96 

Jack  LaLanne's  European 

Health  Spas   96 

Lear  Siegler   146 

Litton  Inds   46 

Lockheed   146,  150 

Mallinckrodt   44 

Manufacturers  Hanover   31 

McDonnell  Douglas   146 

Merrill  Lynch   146 

Mobil  Oil   146 

Monogram   146 

Monsanto   38 

Moxie  Inds   138 

NBC   134 

New  York  Life  Insurance   31 

Norfolk  g.  Western   146 

Northern  Natural  Gas   38 

Northwest  Inds   44 

Northwest  Natural  Gas   19 

PPG  Inds   146 

PG8.E   144 

Paine  Webber   146 

Penn  Central   34,  151 

Pet   150 


Pitney-Bowes   10 

Pneomo  Corp   146 

Prudential  Insurance   48 

RandMcNally   51 

Revlon   44 

Rohr  Inds   146 

Royal  Crown   62 

Schering-Plough   44 

Seamen's  Bank   32 

Seattle  First  National  Bank   32 

Shearson  Hayden  Stone   146 

Shenandoah  Oil   95 

Signal  Cos   130 

Standard  Oil  (Ohio)   95 

Stauffer  Chemical   38 

J. P.  Stevens   31 

TRW   146 

Tampax   44 

Teledyne   146 

Texaco   146 

UOP  Inc   130 

Union  Pacific   146 

U.S.  Inds   97 

United  Technologies   146 

Westvaco   146 

Wien  Air  Alaska   32 
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□  Indicated  below  are  those  advertisers  who  will  make  additional  information  available  to  Forbes  readers  as  stated  in  their  advertisements. 
Advertisers  designated  with  a  star  -k  will  provide  information  only  on  requests  including  company  name  and  job  title.  Please  see  Readers 
Service  Card  accompanying  Air  Cargo  Section  for  those  requests  which  Forbes  will  process  for  the  Section  only. 


.56-57 


AETNA  LIFE  &  CASUALTY     . . . 

Agency:  Case  &  McGrath  Inc. 


AMERICAN  AIRLINES   8-9 

Agency:  Doyle  Dane  Bernbach  Inc. 

★  AMERICAN  EXPRESS  COMPANY     75  thru  86 

Agency:  OgiIvy  &  Mather  Inc. 


.94 


AMERICAN  MUTUAL  INSURANCE 
COMPANIES   

Agency:  Harold  Cabot  &  Co.,  Inc. 


AMERICAN  TELEPHONE  & 

TELEGRAPH  CO  16 

Agency:  N.W.  Ayer  ABH  International 

THE  ARMSTRONG  RUBBER  COMPANY  19 

Agency:  S.R.  Leon  Company,  Inc. 

★  BANCO  DO  BRAZIL   110 

Agency:  Kenyon  &  Eckhardt  Inc. — C.P.V. 


.122 


BLYTH  EASTMAN  DILLON  &  CO. 
INCORPORATED   

Agency:  Doremus  &  Company 


□  BUCYRUS-ERIE  COMPANY   5 

Agency:  Hoffman,  York,  Baker  & 
Johnson,  Inc. 


.27 


CANADIAN  CLUB   

Agency:  McCaffrey  &  McCall,  Inc. 


□  J  I  CASE  COMPANY   132-133 

Agency:  Bozell  &  Jacobs,  Inc. 


□  JOHN  DEERE   139 

Agency:  Deere  &  Company  Advertising 

DELTA  AIR  LINES,  INC  49 

Agency:  Burke  Dowling  Adams,  Inc. 

n  DENNY'S.  INC  135 

Agency:  David  Crawley  Ltd. 

EASTERN  AIR  LINES.  INC  Third  Cover 

Agency:  Young  &  Rublcam  inc. 

★  EASTMAN  KODAK  COMPANY   61 

Agency:  J.  Walter  Thompson  Company 

I  i  EATON  CORPORATION   107 

Agency:  J.  Walter  Thompson  Company 

□  EMHART  CORPORATION   103 

Agency:  Robert  T.  Reynolds  Associates 


★  FEDERAL  INDUSTRIAL  DEVELOPMENT 

AUTHORITY  OF  MALAYSIA   18 

I    FIDELITY  HIGH  YIELD 

MUNICIPALS   129 

Agency:  Quinn  &  Johnson,  Inc. 

G  FIRST  COMMERCIAL  BANKS  INC  149 

Agency:  Devey,  Thompson  &  Vignola 
Advertising,  Inc. 


.14 


FRANKLIN  PORCELAIN   

Agency:  Franklin  Advertising 


FRUEHAUF  CORPORATION   142 

Agency:  Burton  Advertising  Incorporated 


GENERAL  WINE  &  SPIRITS  CO. 

CHI VAS  REGAL   Back  Cover 

Agency:  Doyle  Dane  Bernbach  Inc. 


.72 


ie  GIRARD  BANK   

Agency:  Montgomery  and  Associates, 
Inc. 


GOVERNMENT  DEVELOPMENT  BANK 

FOR  PUERTO  RICO   15 

Agency:  J.  Walter  Thompson  Company 


.30 


HART  SCHAFFNER  &  MARX 
(Austin  Reedy  Regent  Street) 

Agency:  Hart  Services.  Inc. 


HART  SCHAFFNER  &  MARX 

(Hickey-Freemen)   11 

Agency:  Hart  Services,  Inc. 


HERTZ  RENT-A-CAR   63 

Agency:  Ted  Bates  &  Company, 
Inc./Advertising 


C  HILTON  HOTELS  CORPORATION   69 

Agency:  McCann-Erickson,  Inc. 


FORBES  CLASSIFIED 


.154-155 


★  COMPUTER  CAPITAL  CORPORATION      . .  .150 

Agency:  The  Paramount  Agency 
Advertising 


FOUR  SEASONS  HOTELS   51 

Agency:  Young  &  Rublcam,  Ltd. 


★  HONEYWELL  COMMERCIAL 
DIVISION   

Agency:  BBDO,  Inc. 


.124-125 
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E.F.  HUTTON  &  COMPANY  INC  131 

Agency:  Doremus  &  Company 

INTERNATIONAL  BUSINESS 
MACHINES  CORPORATION- 
OFFICE  PRODUCTS  DIVISION   20-21 

Agency:  Carl  Ally  Inc.,  Advertising 

INTERWAY  CORPORATION   60 

Agency:  I.W.Y.  Advertising 

IRVING  TRUST  COMPANY   Second  Cover 

Agency:  J.  Walter  Thompson  Company 

□  JOHNS-MANVILLE  CORPORATION  ...64-65 

Agency:  Young  &  Rubicam  Inc. 

★  UNIER  BUSINESS  PRODUCTS,  INC.  1-2-3 

Agency:  Marsteller  Inc. 

LOCKHEED  AIRCRAFT 

CORPORATION   108-109 

Agency:  McCann-Erickson,  Inc. 

□  LOUISIANA-PACIFIC  CORPORATION  12-13 

Agency:  McCann-Erickson,  Inc. 

if  MCDONNELL  DOUGUS  FINANCE 

CORPORATION   99 

Agency:  J.  Walter  Thompson  Company 

□  MANUFACTURERS  BANK   127 

Agency:  Gumpertz/Bentley/Fried 

□  MANUFACTURERS  HANOVER 
CORPORATION   145 

Agency:  Edwin  Bird  Wilson,  Inc. 

□  MAPCOINC  60 

Agency:  Cresvi/ell  Munsell  Schubert 
&  Zirbel  Inc. 

MARINE  MIDLAND  BANK   105 

Agency:  Benton  &  Bowles,  Inc. 

MERCEDES-BENZ  OF 

NORTH  AMERICA,  INC  70-71 

Agency:  Ogiivy  &  Mather  Inc. 

★  MIAMI  LAKES  PROPERTIES,  INC  150 

Agency:  Samuel  B.  Crispin  & 
Associates,  Inc. 

□  NEW  YORK  COCOA  EXCHANGE   148 

Agency:  Doremus  &  Company 

•k  NORTHERN  IRELAND  INDUSTRIAL 

DEVELOPMENT   7 

Agency:  N.W.  Ayer  ABH  International 

□  PACCAR  INC  101 

Agency:  Chiat/Day  Inc. 

PANASONIC   11 

Agency:  Ted  Bates  New  York/Advertising 

□  ROWE  PRICE  PRIME  RESERVE 

FUND  INC  149 

Agency:  VanSant,  Dugdale&Co.,  Inc. 

★  READER'S  DIGEST   128 

Agency:  J.  Walter  Thompson  Company 

REPUBLIC  NATIONAL  BANK   91 

Agency:  Glenn  Bozell  &  Jacobs,  Inc. 

THE  RITZ-CARLTON  HOTEL   100 

Agency:  Kelly,  Tims  &  Andrus,  Inc. 


□  ROCKWELL  INTERNATIONAL   66 

Agency:  Campbell-Ewald  Company 

ROLLS-ROYCE  MOTORS  INC  52-53 

Agency:  IMS  Media  Inc. 

SEAGRAM  DISTILLERS  COMPANY 
(WOLFSCHMIDT  VODKA)   54 

Agency:  William  Esty  Company,  Inc. 

□  SOURCE  SECURITIES  CORPORATION  151 

Agency:  Pine  Street  Marketing  Services,  Inc. 

SOUTHERN  RAILWAY  SYSTEM   40-41 

Agency:  Cunningham  &  Walsh  Inc. 

SPERRY  RAND  CORPORATION   28-29 

Agency:  Young  &  Rubicam  Inc. 

TRW  INC.  CORPORATE   92 

Agency:  Sapin  &  Tolle  Inc. 

TV  GUIDE  MAGAZINE 

DIv.  of  Triangle  Publications,  Inc.    . .  .140-141 

Agency:  N.W.  Ayer  ABH  International 

□  TAR  BROADCASTING  COMPANY   22 

Agency:  Sive  Associates,  Inc. 

TIME  MAGAZINE   123 

□  TOSHIBA  AMERICA,  INC  17 

Agency:  DKG  Advertising,  Inc. 

UNITED  TECHNOLOGIES  CORPORATION  137 

Agency:  Marsteller  Inc. 

THE  VALUE  LINE  INVESTMENT 

SURVEY   147 

Agency:  The  Vanderbilt  Advertising  Agency, 
Inc. 

VANTAGE   59 

Agency:  Leber  Katz  Partners  Inc. 

VOLVO  OF  AMERICA  CORP.   39 

Agency:  Scali,  McCabe,  Sloves,  Inc. 

WELLS  FARGO  BANK   42 

Agency:  McCann-Erickson,  Inc. 

AIR  CARGO  SECTION 

AIRLIFT  INTERNATIONAL,  INC.  Air  Cargo  116 

Agency:  The  Milroc  Company 

□  BRANIFF  INTERNATIONAL    . . .  .Air  Cargo  1 19 

Agency:  Gordon  and  Shortt,  Inc. 

□  CONTINENTAL  JETFREIGHT     .  .Air  Cargo  1 15 

Agency:  Benton  &  Bowles,  Inc. 

n  EMERY  AIR  FREIGHT 

CORPORATION   Air  Cargo  117 

Agency:  Delia  Femina,  Travisano  & 
Partners  Inc. 

rj  KLM  ROYAL  DUTCH 

AIRLINES   Air  Cargo  120 

Agency:  Ogiivy  &  Mather  Inc. 

n  SCANDINAVIAN  AIRLINES 

SYSTEM   ,  Air  Cargo  112 

Agency:  Scali,  McCabe,  Sloves,  Inc. 

n  UNITED  AIRLINES  CARGO      . .  .Air  Cargo  1 18 

Agency:  Leo  Burnett  U.S.A. 
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important 
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on  the 

Thoughts  .  .  .  Business  of  Life 


The  great  French  Marshal  Lyautey  once 
asked  his  gardener  to  plant  a  tree. 
The  gardener  objected  that  the  tree  was 
slow-growing  and  would  not  reach 
maturity  for  100  years.  The  marshal 
replied:  "In  that  case,  there  is  no 
time  to  lose,  plant  it  this  afternoon." 
John  F.  Kennedy 


Even  if  I  knew  that  tomorrow  the 
world  would  go  to  pieces,  I  would 
still  plant  my  apple  tree. 
Martin  Luther 


As  the  fruit  ripens,  so  does  man  mature: 
after  many  rains,  suns  and  blows. 
Jose:  de  las  Luz  y  Caballero 


The  tallest  trees  are  most  in  the  power 
of  the  winds,  and  ambitious  men 
of  the  blasts  of  fortune. 
William  Penn 


If  you  don't  have  a  plan  of  life, 
you'll  never  have  order. 

JOSEMARIA  ESCRIVA 


I'm  working  to  improve  my  methods, 
and  every  hour  I  save  is  an 
hour  added  to  my  life. 
Ayn  Rand 


Devote  earnest  effort  to  planning 
your  life,  to  setting  for  yourself 
a  goal.  Winds  and  storms  may — 
doubtless  will — firrce  you  occasionally 
off  your  course,  but  surely  it  is 
better  to  have  a  course  to  follow  than 
to  float  about  rudderless  and  goalless. 
B.C.  Forbes 


Plan  ahead:  It  wasn't  raining 
when  Noah  built  the  ark. 
Richard  Gushing 


Success  comes  to  those  who 
know  it  isn't  coming  to  them  and 
who  go  out  to  get  it. 
Frank  Tyger 


Two  delusions  fostered  by  higher 
education  are  that  what  is  taught 
corresponds  to  what  is  learned,  and 
that  it  will  somehow  pay  off  in  money. 
William  Fe.\ther 


I  still  think  that  children  learn 
more  about  life  and  conduct  when  an 
interesting  man  is  given  the  run  of 
his  tongue,  and  is  not  chained  to  a 
syllabus  which  dictates  everything, 
including  the  opening  and  closing 
of  the  classroom  windows. 
Robertson  Davies 


A  child  s  education  should  begin  at 
least  100  years  before  he  is  born. 
Oliver  Wendell  Holmes 


It  is  expedient  to  have  acquaintance 

with  those  who  have  looked  into 

the  world,  who  know  men,  understand 

business,  and  can  give  you  good 

intelligence  and  good  advice 

when  they  are  wanted. 

George  Horne 


Without  the  management  of  time,  you 
will  soon  have  nothing  left  to  manage. 
William  D.  Reiff 


We  trained  hard — but  it  seemed  that 
every  time  we  were  beginning  to  form 
up  into  teams,  we  would  be  reorganized. 
I  was  to  learn  later  in  life  that  we 
tend  to  meet  any  new  situation  by 
reorganization,  and  a  wonderful  method 
it  can  be  for  creating  the  illusion 
of  progress  while  producing  confusion, 
inefficiency  and  demoralization. 
Petronius  Arbiter 


Success  is  what  happens 
when  something  goes  right. 
Arnold  Glasow 


Ride  the  tributaries  to  reach  the  sea. 
Arab  Proverb 


You  must  make  a  habit  of  thinking 
in  terms  of  a  definite  objective. 
John  H.  P.-vtterson 


No  great  thing  is  created  suddenly, 
any  more  than  a  bunch  of  grapes  or  a 
fig.  If  you  tell  me  that  you  desire 
a  fig,  I  answer  you  that  there  must 
be  time.  Let  it  first  blossom, 
then  bear  fruit,  then  ripen. 
Epictetus 


It  is  the  malady  of  our  age 
that  the  young  are  so  busy 
teaching  us  that  they  have  no 
time  left  to  learn. 
Eric  Hoffer 


More  than  3,000  "Thoughts,  in- 
dexed by  author  and  subject,  arc 
available  in  a  574-page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  \'ew 
York,  .V.y  10011.  Add  appropri- 
ate sales  tax  on  New  York  State 
orders. 


A  Text . . . 


Sent  in  by  Boone  Anderson,  Atlanta.  Ga.  What's 
your  fevorite  text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


Keep  thy  heart  with  all  diligence;  for  out 
of  it  are  the  issues  of  life. 
Proverbs  4:23 
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cTruck 

Service. 

Saunders  Leasing  unleashes  "Driver  Central?  A  24-hour, 
7-day  system  that'll  keep  your  trucks  on  track,  on  time. 


Saunders  presents  the  beauty  of  the  full-service 
truck  lease.  The  beauty  of  it  is,  you  and  your  drivers  will 
no  longer  be  burdened  with  the  beastly  details  of  truck 
service.  Day  or  night  or  weekends  or  ever. 

"Driver  Central"— adding  a  helpful  new  dimension 
to  the  Saunders  full-service  truck  leasing  system  —  is 
a  24 -hour,  7-day,  toD-free  phone  line  plugged  into  over 
15,000  cross-country  emergency  service  centers.  It 
means  your  drivers  are  just  a  call  away  from  help,  if  they 
run  into  trouble  of  any  kind.  Anytime.  And  it's  just  one 
more  way  that  proves,  when  you  ride  with  Saunders, 
you've  got  the  tiger  by  the  tail. 

Saunders  gives  you  the  total,  full-service  system. 
Everything  from  our  carefully  matching  your  trucks  to 
your  needs  to  an  operating  lease  according  to  all 
FASB-13  criteria  to  fuel  purchasing.  So  remember. 


when  it  comes  to  trucking,  you  have  a  choice:  You  can 
put  up  with  all  the  beasts.  Or  behold  the  beauty  of  the 
lease.  With  Saunders. 

pTruck  service  can  be  a  beast! 

□  Send  me  your  full-color  brochure  "Cross-countr>'  with 
Saunders."  □  Or  have  a  representative  call. 


Name . 


-Title. 


Company . 
Street  


City_ 


Phone. 


State . 


.  Zip. 


Mail  to: 


L. 


/   M.  L.  Malcolm 
Saunders  Leasing  System,  Inc. 

201  Office  Park  Drive 
Birmingham,  .-Mabama  35223 


Saunders.  Because  business  creatures,  great  and  small,  should  feel  at  home  with  truck  leasing. 


How  to  Learn  About  Most 
Job  Openings  in  Your  Field 


If  you  are  looking  for  a  better 
job,  there  is  now  a  single  source 
which  can  tell  you  about  most  job 

,  openings  as  soon  as  they  become 
available.  It's  called  The  National 
Reporter  of  New  Job  Openings, 

^  and  it  can  assist  people  in  all 
fields  and  locations. 

Job  Hunting 
Breakthrough 

fl  In  today's  competitive  job  mar- 
kets, winning  a  better  job  is  not 
easy.  The  real  key  is  in  finding 
out  where  the  job  openings  exist. 
For  example,  last  year  over  18 
,  million  people  looked  for  new 
positions.  Without  full  knowl- 
edge of  available  jobs,  the  average 
person  spent  months  scattering 
resumes  and  chasing  after  dead 
end  leads. 

Now,  for  those  looking  for  ad- 
,  ministrative,  professional,  mana- 
gerial or  executive  positions,  this 
frustration  can  be  eliminated  and 
1  a  totally  revolutionary  way. 
Here's  what  it's  all  about.  Our 
firm    has    invested   more  than 
750,000  to  research  and  make 
mailable  on  a  current  basis,  com- 
'ete  information  on  new  job 
oenings  as  they  occur.  (All 
I  elates,  fields  and  income  levels 
are  covered). 

What  this  means  is  that  we  can 
't  in  your  hands  .  .  .  detailed  in- 
rmation  on  the  best  job  open- 
igs  in  every  part  of  America  .  .  . 
■"id  in  your  own  particular  area 
interest. 

Thousands  Of  Job 
Openings  Available 

To  fully  grasp  the  tremendous 
ae  of  this  breakthrough  you 
e  to  know  a  little  bit  about 
■  job  market, 
or  example,  you  may  not  have 
•7ed  that  at  almost  any  time, 
are  more  than  60,000  spe- 
openings  over  $15,000.  We 
■w  this  to  be  a  fact  because 
research  staff  has  them  on  file. 
Jnfortunately,  while  these  jobs 


take  an  average  of  12  weeks  to 
fill,  the  typical  job  seeker  never 
knows  about  them.  Many  are 
advertised  once  .  .  .  but  even  then 
the  ads  are  spread  among  220 
major  media  from  coast  to  coast. 
(Now,  however,  people  who  use 
The  National  Reporter  need  never 
miss  out  on  these  possibilities.) 

How  It  Works 

Let  me  explain  just  how  we  do 
it.  Our  professional  staff  is  the 
largest  of  its  type  in  the  country. 
Every  day  they  research  the  entire 
nation,  reviewdng  thousands  of 
new  job  openings  that  have  just 
been  released  (by  companies, 
executive  recruiters,  employment 
agencies,  educational  institutions 
and  other  organizations). 

In  the  process,  we  isolate  all  of 
the  administrative,  professional, 
managerial  and  executive  posi- 
tions. To  the  best  of  our  knowl- 
edge, we  uncover  more  than  85% 
of  all  known  job  openings  in  the 
country.  (In  all  states,  east  to 
west  and  north  to  south). 

As  we  compile  the  informa- 
tion, the  descriptions  of  all  new 
openings  are  grouped  by  occupa- 
tion and  income.  Subsequently 
they  are  available  for  distribution 
by  mail  to  our  subscribers. 

One  of  our  clients  recently  said 
that  "Using  the  National  Reporter 

Send  Today  For  A  FREE  SAMPLE 


is  like  having  my  own  staff  .  .  . 
working  full  time  ...  to  screen 
every  new  job  opening  in 
America."  Others  have  praised  it 
as  "absolutely  indispensable," 
and  "the  greatest  job  hunting 
breakthrough  in  decades." 

Easy-To-Use 

Each  week,  when  you  receive 
the  job  openings,  all  you  have  to 
do  is  make  your  selections,  and 
follow  our  instructions  for  direct- 
ly contacting  the  organizations 
who  have  the  jobs  available.  (We 
are  not  involved  and  receive  no 
fees  from  either  employers  or 
recruiters.) 

Our  instructions  include  a  com- 
plete Job  Hunting  Kit,  one  which 
contains  some  ingenious  but  little 
known  success  formulas  .  .  .  tech- 
niques for  turning  openings  into 
job  offers.  Proven  through  years 
of  testing  they  are  simple, 
practical  and  easy  to  put  into  use. 


Free  Sample 
Upon  Request 

If  you  are  thinking  about  a  new 
job,  then  The  National  Reporter 
is  something  you  should  have  at 
your  fingertips.  There's  nothing 
like  it  anywhere  else  in  the  world. 
For  FREE  SAMPLE  information 
simply  mail  the  coupon  below. 


To.  The  National  Reporter  of  New  Job  Openings 
400  Lanidex  Plaza,  Dept.  FM-10 
Parsippany,  New  Jersey  07054 

Gentlemen:  Please  send  me  full  details  as  well  as  a  free  sample 
of  "The  National  Reporter  of  New  Job  Openings." 

Income  range  of  interest  is:  (check  one) 

□  To-9K      □20-29K  □40-49K 

□  io-i9K    nao-agK    □50K  + 

Occupational  field(s)  of  interest: 


Nanne  (please  print) 


Address 


City 


State 


Zip 


'^Copyright  1978,  The  National  Reporter  of  New  Job  Openings. 


AN 

AUTOMATIC 
TELEffiONE 
DIALER 


FOR»99 

Rapidial'"  Works  on  any  Irne  with  any  phone. 
Automatically  dials  any  of  20  numbers  in 
its  memory  in  One  second.  And  you  can  use 
its  super  fast  Touchtone®  pad  instead  of  the 
rotar^'dial  on  your  phone. 


Here's  the  speed  and  convenience  the  industry 
said  couldn't  and  wouldn't  be  available  at  this 
low  price  until  sometime  in  the  future.  A  highly 
sophisticated,  full  capacity,  solid  state  mi- 
croprocessor made  to  the  most  exacting 
standards  and  warranteed  for  one  full  year 
against  defects  in  quality  and  workmanship. 

Some  Favorable  Comparisons 

The  closest  you  can  come  to  the  Rapidiaf"  is 
the  Telephone  Company's  Touch-a-matic®, 
which  handles  15  numbers  compared  with 
Rapidial's  20,  and  must  be  leased  for  $9.00  a 
month  plus  tax  plus  installation  of  $105.00. 
(The  32  memory  unit  is  almost  $20  a  month 
pius  $132.00  to  install.) 

The  next  lowest  price  is  $130.00,  for  a  16 
number  dialer  with  no  keyboard,  so  it  has  to  be 
programmed  through  the  telephone.  A  cum- 
bersome technique  that  limits  the  use  of  the 
unit  to  numbers  put  in  memory. 

You  can  go  up  the  line,  from  $150  to  $400, 
and  you  won't  find  an  easier  to  use,  more  effi- 
cient or  versatile  unit.  Rapidial,  for  example, 
has  a  built-in  speaker  to  tell  you  if  the  line's 
busy,  and  when  your  parly's  on  the  line.  So, 
with  Rapidial  you  only  pick  up  the  receiver 
when  someone  answers. 


^  ^  ^  ^  ^ 
^  ^  ^ 

0  0  O  0  0 


Some  Surprising  Uses 

Frequently  Called  Numbers  We  always  as- 
sumed you'd  put  your  20  most  frequently  called 
numbers  into  memory  —  including,  probably, 
your  emergency  numbers.  And  that's  exactly 
the  way  many  people  use  it.  Delighted  with  the 
time  and  trouble  they  save  with  automation. 
Numbers  You  Always  Look  Up  Others  find 
using  it  in  exactly  the  opposite  way  even  more 
advantageous.  They  store  important  but  less 
frequently  used  numbers.  Numbers  they  al- 
most always  had  to  look  up  before. 
Inter-Office  For  many,  the  greatest  conven- 
ience is  using  Rapidial  phmarily  for  inter-office 
calls — so  they  don't  have  to  stop  to  look  up  the 
extensions. 


Dally  Schedule  Caller  Still  others  use  Rapidial 
as  a  memo  caller.  Each  morning  they  pencil  in 
the  names  of  the  people  they  have  to  call  that 
day,  and  enter  their  numbers  into  memory. 
When  the  call's  completed,  they  just  wipe  off 
the  name,  erase  the  number.  Adding  new  ones, 
if  necessary,  as  the  day  progresses. 
Emergency  calls  are  always  dialed  correctly: 
and  you  save  the  time  of  looking  up  the  number 
of  Police,  Fire  Department,  Doctor  or  anyone 
you  need  to  reach  immediately 

For  All  Your  Calls 

Actually  you'll  probably  use  Rapidial  in  all 
these  ways — and  more.  It's  so  easy  to  program 
and  reprogram.  Can  be  set  to  pause,  access 
WATS  lines  and  PABX  systems.  What's  more, 
calling  is  incredibly  fast.  A  digit  is  "beeped "  in  a 
tenth  of  a  second,  so  a  10-digit  number  is  dialed 
in  just  one  second! 

Of  course,  if  you  don't  have  a  Touch-Tone 
phone,  you'll  use  the  Rapidial  keyboard  for  all 
your  calls.  It's  so  much  faster  and  easier. 

An  Important  Addition  To  Your 
Home 

While  Rapidial  has  been  designed  for  the 
office,  it's  priced  for  the  home.  Besides  family, 
friends,  the  police  and  fire  departments,  you'll 
use  it  to  store  the  number  where  the  baby  sitter 
can  reach  you  in  an  emergency,  and  for  the 
numbers  you  always  have  to  Jook  up — like  the 
hardware,  drug  and  local  department  store,  the 
take-out  restaurant,  your  bank,  barber,  the 
hairdresser.  And  you'll  be  amazed  at  how  many 
20  numbers  seem  when  you  go  through  your 
directory. 

Thirty  Day  Trial 

One  day  will  demonstrate  the  extraordinary 
convenience,  unbelievable  freedom  you'll 
enjoy  with  Rapidial. 

Still,  as  one  of  America's  oldest  and  largest 
mail  merchandiser,  Douglas  Dunhill  wants  you 
to  be  convinced  of  the  flawless  performance, 
the  years  of  trouble-free  service  you'll  get. 
Therefore,  we'll  send  Rapidial  to  you  on  an 
unconditional  30-day  money  back  guarantee. 

If  you  can  find  any  unit  that  sells  for  less,  or  a 
better  unit  at  any  price,  if  you're  dissatisfied  for 
any  reason,  return  Rapidial  to  us  for  a  complete 
refund. 

Installs  in  Seconds 

Rapidial  comes  complete  with  adapters  that 
fit  either  a  4-prong  wall  jack  or  the  newer 


modular  jack.  (If  you  have  phones  without 
jacks,  your  phone  company  will  install  a 
modular  jack  at  a  nominal  one  time  charge.) 

For  multiple  line  office  phones,  there's  a  spe- 
cial optional  adapter  that  fits  the  Rapidial  and 
connects  in  seconds.  With  this  Anphenol 
adapter  Rapidial  will  dial  on  any  line  on  your 
multi-line  phone.  Should  you  have  any  further 
technical  questions  about  use  or  installation  of 
the  Rapidial,  call  toll-free  800-227-8363  (in  CA. 
call  415-494-9402). 


Rapidial  Highlights 


•  LED  Display  lets  you  verify  or  refer  to  any  number 
in  memory 

•  Internal  Speaker  System  lets  you  hear  busy  sig- 
nal or  your  party  before  you  pick  up  receiver 

•  Push  Button  Dialing  on  any  phone,  even  RO- 
TARY DIAL  Portable  only  6V2'  x  aVz"  x  1  ^M"  and  can 
be  moved  from  phone  to  phone  in  an  Instant 

•  Plug  Two  Together  to  increase  memory  capacity 
to  40  numbers 

•  Keyboard  Access  with  up  to  30  digit  capacity  for 
placing  any  call 

•  Walts  for  Dial  Tone  before  dialing  —  easily  pro- 
grammed 

•  One  Year  Warranty  witfi  nothing  to  maintain  or 
wear  out. 

•  Approved  for  attachment  to  the  telephone  system. 


CALL  800-325-6400 

ASK  FOR  OPERATOR  #11 

(Missouri  residents  call  800-342-6600) 
These  lines  are  in  operation  24  hours, 
7  days  a  week 

Rapidial  is  just  $99.00  plus  $2.05  shipping 
and  handling.  Complete  with  back-up  batteries 
in  case  of  a  power  failure  and  the  adapter  to  fit 
your  present  jack.  The  multiple  line  adapter  is 
only  $19.95  extra. 

To  order  with  any  credit  card,  call  the  toll  free 
number  above.  Or  you  may  send  your  check  to 
Douglas  Dunhill  at  the  address  below.  Be  sure 
to  tell  us  if  you  want  multiple  line  adapter.  (Il- 
linois and  New  York  State  residents  add  the 
sales  tax.) 

gi  Douglas  Dunhill  Inc.  1978 

(am 

Dept.  52-1822 

4225  Frontage  Rd.  •  Oak  Forest,  III.  60452 
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You  can  enjoy  the  Queen's 
80-day  world  cruise 
even  if  you  only  have  one  week. 

If  you  can't  get  away  for  80  days  this 
winter,  you  can  still  take  part  in  the 
sun-filled  world  cruise  of  Queen 
Elizabeth  2.  Cunard  has  segmented  this 
spectacular  January-through-April 
voyage  into  a  variety  of  shorter  seg- 
ments, ranging  from  6  to  41  days. 
Some  are  complete  air/ sea  holidays,  in 
)  which  all  the  arrangements  are  made 
I   for  you.  Some  are  sea-only  segments, 
1   around  which  you  can  plan  a  vacation 
that  fits  your  timetable,  your  budget, 
your  dreams.  Some  include  excursions 
into  the  People's  Republic  of  China. 
Some  offer  trips  to  Israel.  And  each  is 
an  extraordinary  vacation. 

You  can  board  the  Queen  in  New 
York  or  Fort  Lauderdale,  or  places  like 
Montevideo,  Capetown,  Hong  Kong, 
Yokohama  or  Los  Angeles.  And  you 
can  visit  some  of  the  most  exotic  ports 
in  the  world.  Following  a  course  that 
keeps  her  in  warm  weather  throughout 
the  entire  cruise,  the  Queen  will  sail 
33,564  miles,  cross  seven  seas,  and  visit 
22  ports  on  four  continents. 


Aboard  the  Queen,  you'll  live  a  life 
of  incomparable  luxury.  A  gracious 
British  crew  will  indulge  your  every 
fancy.  You'll  enjoy  world-famous 
dining  and  entertainment  by  famous 
celebrities.  Swim,  golf,  shop,  attend 
glittering  balls  and  intimate  soirees. 

The  entire  world  cruise  costs  $8,900 
to  $48,000.*  But  the  segments  cost 
much  less.  For  example,  for  as  little  as 
$870f  you  can  enjoy  a  6-day,  sea-only 
segment  between  Singapore  and  Hong 
Kong.  For  as  little  as  $3,254f  you  can 
enjoy  a  22-day  round-trip  fly/cruise 


between  New  York  and  Buenos  Aires. 

The  world  cruise  begins  Jan.  1 8, 
1979.  So  make  your  plans  now.  A  few 
openings  still  remain  for  the  entire  voy- 
age. See  your  travel  agent  or  write  to 
Vaughn  Rickard,  Cunard,  Dept.Fi()i6 
555  Fifth  Ave.,  New  York,  N.Y  10017. 

CUNARD 

Queen  Elizabeth  2 
For  once  in  your  life,  live. 

British  Registry 

*  Prices  arc  per  person,  double  occupancy. 


''IVs  salty  and  concise" 

What  does  a  magazine  mean  to  its 
readers?  We  asked  some  TV  Guide  readers 
in  Seattle  to  tell  us. 

Bill  Speidel  is  Mister  Seattle.  Author  of 
an  irreverent  history  of  the  city,  he  runs  under- 
ground tours  of  the  Pioneer  Square  area  he 
was  instrumental  in  restoring.  We  met  at 
his  "office"  a  window  table  at  Doc 
Maynard's  Saloon.  Bill  told  us,  "I've 
got  this  to  say  for  TV  Guide:  you 
know  what  they  said  when  they 
get  through  saying  it.  It's  salty  and 
concise.  It's  got  to  be,  as  far 
as  I'm  concerned.  I  don't 
have  time  for  pablum'.' 


Every  week,  TV  Guide  writes  about  television  in  a  wa> 
that  gives  42.7  million  American  adults  some  things  to  talk 
about,  laugh  about,  think  about. 

This  week  we'll  be  stirring  up  ideas  in  more  household 
than  any  other  magazine  can  reach.  Building  readership  anc 

America  read 


d  say  TV  Guide  was  in 
the  category  of  bread  and 
mill^'  says  Randall  West,  vice 
president  of  Food  Giant  Stores. 
"I  consider  it  a  staple.  As  long 
as  the  quality's  there,  the 
demand  will  be  there'.' 

"TV  Guide  has  kind  of  a 
twinkle  in  it','  agreed  Warren  and 
Roberta  Lewis  who  were 
expecting  their  fifth  child  when 
we  visited.  '^'^The  writers  do 
have  personalities  that  are 
allowed  to  come  out.  There's 
behind-the-scenes  stuff  that 
gives  a  little  insight,  so  when 
you  watch  tv,  you  get  a  little  bit 
of  flavor." 

^^I  like  the  f  eatiue  articles 
in  TV  Guide;'  Chief  Mate  Bill 
Chappie  told  us  aboard  a  Seattle 
ferry.  Off  duty,  Bill  keeps  busy 
working  on  the  house  he  built 
for  his  family.  "Quite  often,  the 
articles  are  on  interesting  topics 
I  don't  read  much  else  about 
other  than  in  TV  Guide'.' 

"I've  been  aware  that  the 
editorial  policy  of  TV  Guide  is 
attempting  to  be  more  informa- 
tive',' says  Donald  Foster,  owner 
of  the  Foster/White  Art  Gallery 
and  a  prominent  figure  on 
Seattle's  cultural  scene.  ^^Ifs 
just  got  to  have  an  enormous 
impact  on  people's  lives. 
I  think  it's  going  m  the  right 
direction.  It  is  serving  a  great 
need'.' 


sales  for  advertisers.  Among  nearly  one-third  of  the  custom- 
ers for  almost  any  product  you  can  name. 

No  other  magazine  can  get  things  going  as  big  and  as 
fast.  Sell  to  America  in  America's  best  selling  magazine. 

rv  Guide. 
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Standouts  from  the  Forbes  Magazine  collection 
From  Faberge,  items  fit  for  a  Czar. 
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Time  was,  not  so  long  ago,  when  only 
a  handful  of  collectors  cared  about  or 
even  knew  of  the  work  of  Peter  Carl 
Faberge',  •  tlie  jeweler  of  French  Hu- 
guenot extraction  whose  father,  also  a 
jeweler,  had  set  up  shop  in  St.  Pe- 
tersburg in  the  first  half  of  the  19th 
centur\  .  There,  presiding  over  a  staff 
that  sometimes  grew  to  as  many  as 
700  artisans,  he  turned  out  literally 
thousands  of  the  incredibly  lovely 
pieces  that  have  become  a  hallmark  of 
the  Romanov  era. 

Well,  times  have  changed.  Evi- 
dence enough  of  that  are  the  simulta- 
neous impending  publication  of  a 
book  and  the  beginning  of  a  new  TV 
series  on  Faberge'  and  his  work.  The 
book,  to  be  published  by  Charles 
Scribner's  Sons  by  the  end  of  Octo- 
ber, will  show  in  123  full-color  illus- 
trations the  items  in  the  Forbes 
Magazine  collection  of  Faberge'  gem- 
mounted  Easter  eggs,  singing  golden 
birds  hidden  in  jade-leafed  trees, 
miniature  paddle  steamers  of  gilt  sil- 
ver, gold-mounted  ebony  knitting 
needles  and  other  such  dazzling 
pieces  that  were  traditionally  given 
by  members  of  the  Czar's  family  to 
each  other  as  Easter  presents. 

The  book,  jointly  authored  by  Her- 
mione  Waterfield,  an  authorit\  on  ob- 
jets  d  art  and  a  director  of  Christie  s 
auction  gallery,  and  Christopher 
Forbes,  curator  of  the  Forbes  Maga- 
zine collection,  includes  the  histors'  of 


Faberge  and  a  guide  to  other  Faberge 
collections.  The  largest  one,  that  of 
Britain's  Queen  Elizabeth,  was  exhib- 
ited in  part  during  her  Silver  Jubilee 
in  1977.  The  largest  public  collection 
is  that  of  the  Virginia  .Museum  in 
Richmond.  But  the  Forbes  Maga- 
zine collection  is  the  most  important 
holding  of  treasures  created  by  the 
great  jeweler  specifically  for  the  im- 
perial Romanovs — items  crafted  for, 
exchanged  among  and  presented  by 
the  members  of  the  Czar's  family. 

The  TV  series,  which  originated 
quite  independently  of  the  book,  will 
have  its  premiere  on  the  nonprofit 
Public  Broadcasting  Service  network 
on  Sunda\ ,  Oct.  22  immediately  after 
Masterpiece  Theatre.  It  will  be  a 
miniseries,  comprising  14  programs 
of  four  to  six  minutes'  duration.  The 
bulk  of  the  items  to  be  shown  are 
from  the  Forbes  Magazine  collec- 
tion. The  series  was  conceived  and 
produced  b\  S\  rl  Silberman  of  station 
WGBH  in  Boston. 

Ms.  Silberman  had  a  most  practical 
purpose  in  mind  in  suggesting  the 
series:  She  needed  to  fill  some  four  to 
six  minutes  that  the  Mastirpiece  The- 
atre episodes  fell  short  of  filling  their 
allotted  time.  Scribner's  purpose  in 
bringing  out  the  book  was  even  more 
practical.  It  thought  that  interest  in 
the  subject  had  so  grown  in  recent 
years  as  to  make  such  a  book  commer- 
cially profitable.  ■ 
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Northwest...fastest 
to  the  Orient. 


TOKYO 


★ 

CHICAGO 


With  the  only  nonstops 
from  Chicago  and  Seattle /Tacoma. 


Not  only  the  fastest,  but  the  most  comfortable 
Some  other  airlines  are  squeezing  an  extra  seat 
into  every  row  in  Economy  on  747s  But  not 
Northwest  We  still  give  you  comfortable 
nine-across  seating  in  Economy  That  means 
wider  seats,  wider  armrests  and  wider  aisles 

With  exclusive  nonstops  from  Chicago  or 
Seattle,  plus,  daily  direct  service  from  New  York 
City,  Washington,  D  C  ,  Minneapolis, St  Paul, 
Anchorage,  San  Francisco,  Los  Angeles  and 
Honolulu 


En  route,  you  II  enjoy  Northwest  s  famous 
Regal  Imperial  Service — our  very  best. 
Save  40%  or  more  to  Hong  Kong.  Manila  or 
Taipei  with  our  Pacific  Budget  Fare  Call  for 
details. 

Northwest  also  serves  Osaka,  Seoul  and 
Okinawa. 

For  complete  fare  information  and  reservations, 
call  a  travel  agent  or  Northwest  Pay  for  your  air 
fare  with  the  American  Express  Card 


FLIGHT  3  FASTEST  FROM  THESE  CITIES 


Atlanta 

Boston 

Chicago 

Cincinnati 

Cleveland 

Columbus 

Detroit 


Hartford 

Indianapolis 

Louisville 

Madison 

Miami.  Ft  Ldale 

Milwaukee 

New  Orleans 


Pittsburgti 
Rochester.  MN 
Rochester,  NY 
St  Louis 
Tarn  pa  ,' St  Pete 
Washington.  D  C. 
Plus  many  more' 


FLIGHT  7  FASTEST  FROM  THESE  CITIES 

Tacoma 


Minneapolis 
Portland 
St  Paul 


Seattle 
Spokane 


Also:  Daily  747  service  from  New  York, 
Washington  D.C.,  Anchorage,  San  Francisco, 
Los  Angeles  and  Honolulu. 


FLIGHT  3:  Daily  747  service  from  Chicago 

LEAVE  CHICAGO 


ARRIVE  TOKYO  (Next  day) 


1 1 :50  am 
11:50  am 


ex  Tu  Su 

Tu  Su 


NONSTOP 

via  Anchorage 


2:40  pm 
4:30  pm 


FLIGHT  4:  Daily  747  return  service  to  Chicago 

LEAVE  TOKYO  ARRIVE  CHICAGO  (Same  day) 


3:20  pm 
3:20  pm 


ex  Mo  We 
Mo  We 


NONSTOP 
via  Anchorage 


12:50  pm 
3:37  pm 


FLIGHT  7:  Daily  747  service  from  Seattle/Tacoma 

LEAVE  SEATTLE/TACOMA     ARRIVE  TOKYO  (Next  day) 


1 :40  pm 


NONSTOP 


3:35  pm 


FLIGHT  8:  Daily  747  return  service  to  Seattle/Tacoma 

LEAVE  TOKYO  ARRIVE  SEATTLE/TACOMA  (Same  day) 


6:00  pm 


NONSTOP 


10:35  am 


NORTHWEST  ORIENT 


The  wide-cabin  airline 


Where  in  the  USJ^ 
can  a  business  ean 

a  million 
ddUarspfofit 

and  pay  only  $26,11 
in  income  tax? 


OnJune2,1978the 
Governor  of  Puerto  Rico 
signed  the  most  attractive 
industrial  incentives  law 
under  the  American  Flag. 

Take  a  look  at  the  adjacent 
profit  model  based  on  the 
new  incentives  law  and  com- 
pare the  figures  to  the  taxes 
you're  currently  paying.  You'll 
see  why  Puerto  Rico  could  be 
the  ideal  location  for  your 
company,  or  your  client's 
next  move. 


INCOME  TAX  CALCULATION 


Sales 

Production  Worker  Payroll 
Profit  Before  Tax 


$10,000,000 
1,700,000 
1,000,000 


Eligible  Incentives: 

A.  5%  Production  Worker  Payroll 

Deduction  $85,000 

B.  Income  Tax  and  Propery  Tax 
Exemption  at  Partial  Rates 

PreTax  Income  $  1,000,000 

Production  Worker  Payroll  Deduction  85,000 

Adjusted  Taxable  Income  $  915,ft10 


ANNUAL  INCOME  TAX  CALCULATION 
BY  PERIOD* 


Years 

1-5 

6-10 

11-15 

16-20 

%  Tax  Exempt 

90% 

75% 

65% 

55% 

%  Taxable  Income 

10% 

25% 

35% 

45% 

Taxable  Income 

$91,500 

118,750 

320.250 

411,750 

Calculated  Tax 

$26,115 

82,613 

122,863 

164,038 

Effective 

Tax  Rate 

2.61% 

8.26% 

12.297o 

16.40% 

"Duration  of  tax  exemption  depends  upon  geographical  zone 
in  which  the  firm  has  been  established 


■'AX  EXEMPTIONS.  This  program 
will  provide  tax  exemption  for  corpo- 
rate income  and  property  taxes,  beginning  at  higher 
percentages  during  the  early  yegrs  of  operation,  and 
gradually  decreasing.  Companies  earning  less  than 
$500,000  will  be  granted  100%  exemption  on  the 
first  $100,000  of  net  taxable  profits.  Companies 
earning  more  than  $500,000  will  receive  90%  tax 
exemption  for  the  first  five  years,  and  75%  for  the 
next  five  years.  Depending  upon  geographical  zone, 
companies  may  be  entitled  to  additional 
exemptions  of  65,  55  and  50%. 

TOLLGATE  CREDIT  INCENTIVES.  Firms 
under  this  program  will  have  several  ways  of 
repatriating  accumulated  earnings.  If  50%  of  the  tax- 
free  profit  is  reinvested  in  the  company's  capital 
equipment  and/or  in  designated  local  investments 
such  as  Puerto  Rican  bonds,  bank  certificates  of 
deposit  or  construction  loans  for  5  years,  the 
dividend  remittance  withholding  (toUgate)  charge 
on  the  full  profit  is  cut  from  10%  to  5%.  Qualified 
accumulated  earnings  repatriated  upon  complete 
liquidation  will  be  taxed  at  a  rate  of  4%.  And  those 
who  withdraw  their  earnings  at  any  time  will  incur  a 
tollgate  charge  of  10%. 

SERVICE  INDUSTRIES  INCENTIVE.  For 

the  very  first  time,  service  industries  are  being 
offered  special  incentives.  Companies,  including 
trade  and  distribution  facilities,  assembly,  bottling 
and  packaging  operations,  architectural  and  engi- 
neering firms,  laboratories,  repair  shops  and  com- 
puter services  that  serve  customers  outside  Puerto 
Rico— will  receive  a  50%  exemption  from  corporate 
income  and  property  taxes  for  10  to  20  years, 
depending  on  geographical  zone  in  which  the  service 
unit  is  located.  To  qualify,  80%  of  the  work  must  be 
done  on  the  island  by  Puerto  Rican  residents, 


of  the  invoice  value  must  be  performed  in  Puerto 
Rico,  and  the  designated  service  should  deserve 
being  treated,  in  the  judgment  of  the  Governor, 
as  a  service  unit  based  on  its  nature,  knowledge  and 
technology  involved  and  employment. 

EXEMPTION  FROM  MUNICIPAL  GROSS 
RECEIPTS  TAX  AND  FIVE  PERCENT 
PRODUCTION  WAGES  SPECIAL 
DEDUCTION. 

All  companies  will  be  exempt  from  municipal 
license  fees  and  gross  receipts  tax  for  the  duration 
of  their  contract.  Qualifying  companies  will  also  get 
a  tax  deduction  of  5%  of  production  worker  payroll. 

We  believe  that  the  strength  of  our  new  Incentives 
law  shows  the  desire  and  willingness  of  the  people 
and  government  of  Puerto  Rico  to  enter  into  partner- 
ship with  mainland  business  by  offering  the  most 
attractive  financial  incentives  package  under  the 
American  Flag. 

®  1978  Puerto  Rico  Economic  Development  Administration 

rpor  more  information:  Please  call  us,  toll  free  (800)  223-0699 
In  New  York  State  (212)  245-1200.  Or  mail  this  coupon. 

Puerto  Rico  Economic  Development  Administration 
Dept.  FB-4 

1290  Avenue  of  the  Americas,  New  York,  NY  10019 

Please  send  me  a  free  copy  of  your  new  14  page  brochure, 
"Profit  Preview"  ("Why  you  can  expect  a  greater  return  on  your 
expansion  dollar  in  Puerto  Rico,  U  S  A"). 

My  Business  Is:  Manufacturing  Financial/Tax  Consultants  

Service  Industry  Other  (Please  Specify)  

The  product/service  I  might  be  interested  in  establishing  in 
Puerto  Rico  is: 


3  State. 


.  Zip. 


Puerto  Rico^USA 

The  ideal  second  home  for 
American  Business. 


Trends 


Edited  by  JOHN  A.  CONWAY 


A  Rosy  Glow  At  The  IMF 

Confidential  forecasts  by  the  Interna- 
tional Monetary  Fund  about  the  U.S. 
balance  of  payments  are  far  rosier  than 
even  the  rather  optimistic  prediction  of 
Treasury  Secretary  W.  Michael  Blu- 
menthal  that  the  current-account  deficit 
will  drop  30%  to  40%  next  year,  to  be- 
tween Sll  billion  and  S13  billion.  The 
IMF's  projections  are  that  during  the 
first  half  of  1979  the  U.S.  deficit  will  be 
at  an  annual  rate  of  only  $7.5  billion  and, 
unless  the  dollar  rises  sharply  over  the 
next  18  months,  the  1980  figure  will  fall 
to  as  low  as  SI. 5  billion.  Why  the  sudden 
burst  of  optimism?  The  fund's  experts 
think  that,  for  one  thing,  the  drop  in  the 
dollar  will  continue  to  boost  U.S.  exports 
and  slow  imports.  Another  factor  is  what 
the  finance  ministers  call  "convergence  : 
The  U.S.  economy  will  slow  and  others, 
like  Japan  s  and  West  Germany's,  will 
speed  up.  The  IMF  saw  the  U.S.  going 
from  a  2.8%  annual  growth  rate  for  the 
first  half  of  1978  to  5.1%  for  the  second 
half  and  3.4%  in  the  first  six  months  of 
next  year,  while  Japan  moved  from  this 
year's  5%  to  6%  and  West  Germanv  from 
under  3%  in  1978  to  well  above  that 
figure  in  1979. 


Sky-High  Haute  Couture 

First  came  his  haute  couture  originals, 
then  his  men's  suits,  coats,  belts,  shirts, 
scarves,  ties,  shoes,  perfumes  etc.,  and 
now  the  world  has  its  first  Pierre  Cardin 
jet  airplane.  Atlantic  Aviations  new 
Westwind  I  offers  optional  interior  and 
exterior  decor  (chiefly  horizontal  stripes) 
by  the  French  couturier.  N'on-Cardin 
touches  for  the  U.S. -designed  and  Israe- 
li-built business  jet  include  a  3,200-mile 
range,  seats  for  seven  to  ten  passengers, 
a  "stand-up-size  lavator\  with  a  five- 
foot,  five-inch  ceiling  and  a  price  tag  of 
$2.3  million  to  $2.4  million,  which  Atlan- 
tic says  puts  it  SI  million  below  many  of 
its  competitors. 


Heading  For  The  Sunset 

Edmund  S.  Muskie,  the  Maine  Demo- 
crat who  chairs  the  Senate  Budget  Com- 
mittee, has  taken  another  long  step  to 
promote  his  plan  for  "sunset  laws "  that 
would  terminate  federal  programs  every 
ten  years,  thus  forcing  revaluation  of 
their  worth.  As  a  first  move.  Muskie  has 
had  his  committee  compile  data  to  spell 
out  what  support  Congress  is  now  giving 
federal  programs.  The  result  is  a  358- 
page  book,  detailing  federal  subsidies — 
appropriations,  loans,  tax  breaks,  etc. — 


for  17  different  operations,  incfuding 
such  broad-scale  items  as  militar\  man- 
power, export  promotion,  home  owner- 
ship and  veterans  benefits.  The  underly- 
ing idea  was  to  learn  what  was  known 
about  all  tax  and  spending  efforts  de- 
signed to  implement  a  single  policy.  The 
book's  authors,  for  instance,  found  only 


Maine  s  Senator  Edmund  Muskie 


A  guide  for  future  budgetmakers. 

scant\  data  available  to  measure  the  im- 
pact of  Social  Security  changes  on  pri- 
vate pensions  plans,  even  though  these 
benefits  have  a  major  bearing  on  the 
operation  of  other  retirement  programs. 
To  direct  the  new  study.  Senator  Muskie 
tapped  his  committee's  tax  counsel,  Ira 
Tannenbaum,  the  man  who  started  the 
legal  anaK  sis  that  eventualK  cost  Rich- 
ard Nixon  S400.000  in  back  taxes  when 
his  deductions  for  presidential  papers 
donated  to  the  National  Archives  were 
found  to  be  illegal. 


Miller's  Master  Plan 

From  the  W  hite  House  on  down,  federal 
officials  have  given  only  the  barest  hints 
of  what  President  Carter's  promised 
anti-inflation  tactics  will  be — if  indeed 
the\  yet  know.  But  Federal  Reserve 
Board  Chairman  G.  William  Miller  has 
laid  out  in  detail  what  he  wants  in  the 
program  (see  story  p.  43).  Some  specifics 
in  Miller's  blueprint:  Defer  the  already 
mandated  increase  in  minimum  wages 


for  a  >car  i^whicli  -Miller  figures  would 
take  SIO  billion  out  of  the  gross  national 
product);  put  off  the  alread\  approved 
Social  Security  tax  hike  and  tax  benefits 
above  a  specified  income  level  (a  propos- 
al that  will  chill  the  stoutest  political 
hearts);  freeze  federal  hiring  (an  idea  that 
anti-inflation  czar  Robert  Strauss  and 
Budget  Director  James  .Mclntyre  also 
like);  set  guidelines — but  no  controls — 
for  wages  and  prices;  create  new  tax 
incentives  for  capital  spending;  support 
the  dollar  with  more  gold  sales,  more 
intervention  in  foreign  exchange  markets 
and  more  restraint  via  the  Fed's  open- 
market  committee. 


Serendipity  In  Peking 

While  negotiating  a  little  insurance  busi- 
ness in  Peking,  Continental  Corp.  Chair- 
man and  President  John  B.  Ricker  Jr. 
may  have  opened  the  door  for  another 
U.S.  innovation:  the  credit  card.  Insur- 
ance in  China,  Ricker  discovered,  falls 
into  the  province  of  the  People  s  Bank  of 
China,  and  the  chief  executive  there  put 
him  in  touch  with  top  management  at 
the  subsidiar\-  Bank  of  China,  which  han- 
dles all  of  Peking's  foreign-exchange 
dealings.  Ricker  used  the  opportunit\  to 
plug  the  Diner  s  Club  (a  Continental 
subsidiary)  and  its  credit  card.  "I  made 
m\  pitch,  he  sa\s,  "on  the  basis  that 
China  wants  to  increase  its  foreign  trade 
and  exchange,  that  tourism  is  an  impor- 
tant way  to  do  that  and  that  visitors  will 
want  credit  to  avoid  canning  great  wads 
of  money.  '  (China's  largest  banknote,  he 
found,  was  the  equivalent  of  S4.)  The 
Chinese  officials  showed  interest,  Ricker 
says,  and  while  there  were  no  definitive 
results,  that  interest  continues.  On  the 
insurance  front.  Ricker  did  get  results. 
For  another  Continental  company.  Ma- 
rine Office  of  America  Corp.,  he  got 
agreements  to  participate  in  insuring  off- 
shore oil  drilling  in  Chinese  waters,  a 
role  as  claims  settlement  agent  for  Chi- 
nese ships  in  some  U.S.  ports  and  direct 
participation  in  Chinese  insurance  and 
reinsurance  business. 


Where's  All  That  Steel? 

\\  hat  is  happening  to  all  the  steel  im- 
ported into  the  U.S.?  More  than  18%  of 
the  total  in  the  countr\  is  coming  from 
overseas,  yet  American  mills  are  running 
full  blast,  operating  at  85%  of  capacit\  for 
the  first  seven  months  of  this  year  vs. 
79%  in  1977,  and  pouring  upward  of  78 
million  tons  of  metal,  an  increase  of  more 
than  4  million  tons  for  the  period.  One 
theor\-  going  the  rounds  among  steelmen 
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H YE  YEARS  AGO. 


OF  SAVIN. 


1977 
PLACEMENT* 
ESTIMATES 


SAVIN 


40.000 
UNITS 


XEROX 


25,000 
UNITS 


IBM 


+  2000) 


SAVIN 


60,000 
UNITS 


1978 
PLACEMENT* 
PROJECTIONS 


XEROX 


25,000 
UNITS 


IBM 


(-1000) 


•Source:  Oataquest.  April  1978  (U,S,  only).  Net  rentals  plus  sales  ot  Copiers  and  Copier  Duplicators/ 


TOMYXEROX 
AND  IBM  WISH  THEY 


You  will  definitely  not  find  this 
?hart  in  Xerox's  annual  report. 

It's  a  dramatic  picture  of  how 
5avin  has  taken  the  industry  by 
^torm:  we  now  place  more  plain  pa- 
3er  copiers  than  Xerox  and  IBM 
combined. 

You  don't  knock  off  the  leader 
3y  making  knock-offs.  If  Savin 
nade  copiers  that  were  only  as  good 
is  Xerox's,  we  would  never  have  top- 
oled  them. 

So  our  copiers  aren't  dressed-up 
versions  of  hand-me-down  engineer- 
ing. They're  all  new,  building  in 
fresh  thinking  and  fresh  technology. 

That's  how  we've  achieved  our 
particular  blend  of  perfonnance  and 
reliability. 

That's  how  we've  made  it  to  the 


top  in  a  tough,  competitive  industiy- 
even  though  we  started  out  with  all 
odds  against  us. 

We  also  lead  because  of  our 
follow-through.  Our  place  is  more 
than  just  placing  copiers.  So  we  have 
an  8-year  Buyer  Protection  Plan.  No 
one  in  the  industry  will  stand  behind 
their  copiers  as  long.  And  why  should 
they?  They  don't  have  copiers  like 
ours  to  stand  behind. 

We  blanket  America  with  600 
sales  and  servicing  outlets.  Xerox  has 
under  100  scattered  branches. 

And  our  computerized  billing  can 
give  you  a  complete  rundown  on  how- 
much  each  Savin  has  been  running. 

So  to  all  those  young,  creative 
companies  out  there  trying  to  make  a 
name  for  themselves  take  heart. 


It  can  be  done. 

To  learn  more,  send  in  the  cou- 
pon or  call  (914)  769-8805.  Monday- 
Friday,  9:00  am-5:00  pm  E.S.T. 

fs  WIN  HI  SI.NKSS  .VI  \(  HINKSt OKI'OKATION  ' 
I  Valhalla.  N.Y.  10.')!».')  F81016 

I  F'U-iisi-  prrividf  ;Hlcliti(in;il  infiirmatior.  on: 

I  □  The  new  8-year  Continuous 

I     Maintenance  agreement   □  700  Series  Copiers 

I  .Name/Title  


Firm_ 


j  'Mephijne_ 
j  .Address  


.Stiitc_ 


We've  seen  the  future.  And  it  works* 


CiSavin  and  Savin  logotype 
5IBM  is  a  registerea  t»  ' 


ype  are  registered  trademarks  of  Savin  Busim*s>  Machines  Corporation.  ^\ero\  is  a  registered  trademark  of  Xerox  t" 
•ademark  of  Inlernatinnal  Busines>  Machines  Corporation.  ©1978  Savin  Business  Machines  Corpor;ition. 


in  business 


International  Data  Corp.  and 
Dataquest  rank  us  second  only 
to  IBM  * 

In  small  business  computers, 
of  course. 

No  mystery  why.  It's  simply  that 
Wang's  hungrier  than  most.  A  little 
more  aggressive.  More  responsive. 

And  we're  not  about  to  stop  at 
small  victories. 

Whether  you're  in  the  market 
for  a  desktop  computer,  or  a  virtual 
storage  system  to  complement  an 
IBM  mainframe,  Wang  is  a  logical 
choice  for  several  reasons. 

Our  systems  can  grow  as  your 
needs  grow.  They're  modular.  Ex- 

•Units  installed,  IDC  s  EDP  Industry  Report.  4/22/77,  updated 
computer  Industry  Service  Report,  2/3/78 


pandable.  The  giant's'!'  Check  it 
out.  Every  time  you  outgrow  one 
system  you  have  to  chuck  it  out. 

Since  controlled  growth  is  criti- 
cal to  your  business,  shouldn't  you 
be  a  little  more  critical  of  your  com- 
puter company'!' 

As  for  value,  nobody  gives  you 
performance  like  ours  for  prices 
like  ours.  We've  got  a  technological 
reputation  second  to  none. 

And,  we've  built  a  sales  and 
service  team  bigger  than  some  com- 
puter companies  ten  times  our  size. 

Wang  offers  a  broad  line  of  com- 
puters to  help  you  with  specific 
needs.  From  $5,000  to  $500,000. 

1/1/78  lor  EDP/IR  Review  &  Forecast  Issue  Dataquest  Mini- 


Write  Wang  Laboratories,  Inc., 
Lowell.  MA  01851 

Orcall  (617)851-4111 


I  want  to  be  more  critical  about  my  computer 
company  Send  me  information  on  your  line 
of  computers 

Name  

Title  Phone  


Company  _ 
Address  _ 

City  


_  state 


-Zip. 


(WANG) 

Computers  and  Word  Processors. 


Wang  Laboratories 


L  __    uroo/roiuo 


f   Lowell,  MA  01851 

DP86/FB108  J 


The  Art  of  Collecting  Art: 

Many  people  who  appreciate  art  feel  that, 
collecting  it  is  beyond  their  means.  That  is  why 
Christie's  Print  Collection  offers  such  a  unique 
opportunity. 

Our  catalogue  offers  a  wide  selection  of  prints 
by  contemporary  artists,  most  in  the  $125  price 
range,  but  also  includes  such  masters  as  Chagall 
and  Moore.  Each  is  an  original.  Each  is  created, 
signed  and  numbered  by  the  artist.  And  each 
comes  with  Christie's  Certificate  of  Authenticity." 
Our  name  is  your  assurance  of  value.  We  are  a 
subsidiary  of  Christies  International,  who  also 
own  the  world  famous  Christie's  auction  house  founded  in  1766. 

Once  you  realize  you  can  buy  original  art,  an  entirely  new 
dimension  is  added  to  your  appreciation  of  art.  George  Guest's  "Winter 
Afternoons"  is  not  unattainable.  You  consider.  You  compare.  No  longer 
a  passive  observer,  you  judge.  You  enter  into  the  world  of  art.  That  is 
the  art  of  collecting  art. 


Christie's  Print  Collection 

8  Dover  Street,  London,  W.l,  England 


Please  send  me  your  Name 
free  colour  catalogue. 
I  understand  there 
is  no  obligation.  Ci7y~ 


(Please  Print) 


Address 


State 


Zip 


F02/UI/78A 


TIE 

ONE  ON! 


Burroughs 
Wellcome 
did... 

Custom  woven 
logo  ties  are 
great  exposure 
of  your  company's 
image.  Isn't  it  time 
you  tied  one  on?  For 
staff,  gifts,  special  events.  Call 
Chelsea,  designers  of  the  superb. 
Phone  914-725-2040 

WACHEISEA 

P  O  Box  159  III) 

Scarsdale,  N  Y  10583       i— 1  L-^'* 


CLASSIFIED 

appears  in 
the  first  issue 
of  every  month. 

Look  for  it  in  the 
November  13 
issue. 

For  rates  and  other 

information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


Trends 


in  Pittsburgh  is  that  as  much  as  half  the 
imports,  or  about  6  milUon  tons,  for  the 
first  seven  months  may  be  tucked  away 
in  inventory.  If  that  is  so,  it  means  a 
heavy  and  potentially  depressing  weight 
hanging  over  the  steel  market  for  the 
rest  of  1978  and  possibly  during  the  early 
part  of  1979. 


A  Vote  For  Annie  Oakley 

Congressional  wariness  about  Jimmy 
Charter's  crusade  against  the  "three-mar- 
tini lunch"  and  other  business  perks  has 
been  demonstrated  anew  by  the  Senate 
Finance  Committee.  After  voting  to  bar 
business  deductions  for  yachts,  hunting 
lodges  and  country-club  dues,  just  one 
day  later  the  committee  rushed  out  a 
clarification.  The  yacht  decision,  it  said, 
"does  not  in  any  way  apply  to  the 
purchase  of  sea.son  tickets,  season  sub- 
scriptions, the  purchase  of  individual 
tickets,  or  purchase  or  rental  of  boxes, 
'sky  suites,'  etc.,  for  events  held  in 
sports  stadiums,  theaters,  opera  houses 
and  other  similar  facilities."  The  betting 
on  Capitol  Hill  now  is  that  Congress 
will  buy  the  Senate  action  on  yachts, 
hunting  lodges  and  dues  (even  though 
the  House  tax  proposals  do  not  contain 
such  a  provision),  and  thus  give  Presi- 
dent Carter  one  of  his  few  tax-reform 
victories  for  the  year. 


The  Japanese  Menu 

Even  after  tuo  days  of  the  treatment 
from  Robert  Strauss,  President  Carter  s 
supernegotiator  for  trade.  Japan's  Minis- 
ter of  Agriculture  Ichiro  Xakagawa 
stayed  cool  to  the  idea  of  importing  more 
U.S.  beef  and  oranges  into  his  countr\'. 
(  "Some  progress "  was  the  best  face  put 
on  the  results.)  The  beef-and-orange 
deal  was  considered  a  key  to  any  new 
pact  to  help  cut  the  huge  U.S.  trade 
deficit  with  Japan,  $8  billion  last  year 
and  expected  to  reach  §13  billion  in 
1978.  Xakagawa,  who  resents  being  con- 
sidered the  ""bad  guy"  in  the  negotia- 
tions, points  out  that  Japan  is  already  a 
good  customer  for  the  American  farmer. 
Stepping  up  meat  and  citrus  imports,  he 
points  out,  would  also  pose  serious  po- 
litical problems  for  Tokyo,  which  onl\  a 
few  years  ago  persuaded  many  Japanese 
rice  growers  to  switch  to  citrus  and  live- 
stock. He  also  notes  that  any  increase  in 
U.S.  beef  imports  into  Japan  would 
bring  similar  demands  from  producers  in 
New^  Zealand  and  Australia.  (Japan  im- 
ports about  25%  of  the  400,000  tons  of 
beef  it  consumes  annually.)  Strauss  and 
Nakagawa  will  tr\  again  at  future  trade- 
negotiating  sessions. 
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Now  the  phone  line  can  help 
improve  your  bottom  line. 


arn  from  a  Bell 
3COunt  Executive 
w  Phone-Power  can  help 
rn  your  firm's  inquiries 
to  sales  and  profits. 


one-Power  has  been  developed  to 
Ip  you  cope  with  the  high  cost  of 
ing  business  today-through  the  ex- 
uded use  of  your  telephone.  Skillfully 
^d,  it  can  make  your  telephone  a 
)re  powerful  marketing  tool  for  your 
iiness. 

s  the  professional  way  to  plan,  or- 
Vvie,  and  effectively  use  the  phone  to 
n  an  inquiring  prospect  into  an 
ive  customer. 

hy  Phone-Power  can  help  you 
t  more  from  your 
vertising  dollars. 

one-Power  can  give  your  firm  the 
)ability  of  capitalizing  on  a  pros- 
e's interest  and  need  immediately— 
en  he  or  she  is  most  receptive  to 
ir  offer. 

one-Power  can  help  reduce  your  sales 
;ts.  Today,  it  can  cost  upwards  of 
)*  to  send  a  salesperson  out  to  make 
ace-to-face  sales  call.  But  a  person 
ined  to  handle  inquiries  through 
one-Power  can  often  close  a  sale  on 
:  phone. 

one-Power  gives  your  sales  staff 
:ibility,  because  a  phone  call  can 
used  to  make  a  sale  or  to  qualify  an 
uiry— before  it  is  followed  up  with 
in-person  visit. 

one-Power  can  bring  your  company 
ults /05/— because  the  telephone  can 
:e  your  salespeople  all  over  the 
jnty  or  all  over  the  country  in 
onds. 

actively  used,  Phone-Power  can  help 
Drove  your  company's  sales  —  and 
)fits. 

'ce:  McGraw-Hill  Laboratory  Advertising  Performance  Keixjrt. 


Use  Phone-Power  to 
qualify  your  leads. 

Professionally  used,  your  phone  is  the 
direct,  personal,  and  effective  means  of 
reaching  your  prospective  customers. 
The  phone  gives  your  salespeople  the 
opportunity  to  establish  an  immediate 
rapport  with  a  prospect  that  cannot  be 
achieved  through  a  follow-up  mailing. 
Phone-Power  can  turn  more  inquiries 
into  sales. 

Learn  more  about 
Phone-Power. 

A  Bell  Account  Executive  can  tell 
you  how  to  set  up  your  own  program  to 
handle  inquiries  the  Phone-Power  way 
—and  why  our  proven  techniques  are 
generating  profits  for  thousands  of 
businesses  across  the  country. 
There's  no  obligation  of  course.  Call 
us  toll-free— right  now— and  learn  more 
from  your  own  inquiry. 

800-821-2121 

(except  in  Alaska  or  Hawaii) 
In  Missouri  call  8(X)-892-2121 


Or,  if  you  prefer,  complete  and  mail  the 
card  or  coupon  below. 


The  system 
is  the  solution. 


Bell  System  Sales  Center  057-005 

811  Main  Street 

Kansas  City,  Missouri  64141 

Yes!  I'm  interested. 

Tell  me-without  any  obligation  on  my  part— how 
Phone-Power  can  be  used  to  help  my  firm  Handle 
Inquiries. 

1  would  also  like  to  hear  how  Phone-Power  can  be 
used . . 

□  to  Open  New  Accounts 

□  to  Collect  Overdue  Accounts 

□  to  Sell  Existing  Customers 

Name  


Title  

Company 

Address  

(Jitv  


_2ip_ 


re  a  Code. 


-Business  Phone  - 


Bell  System 


Attention  business  fliers: 
When  you  travel 
on  American  Airlines 


YOU  GET 
WEMTYOU 
PA^FOR. 

Now,  full fare  treatment  for 
the  full fare  passenger 

Including  a  special 
Coach  section  for  full  fare 
passengers  only 


In  First  Class,  passengers 

pay  30%  more  than  Coach, 
and  get  the  htxiiry  they  want. 


In  Coach,  where  business 
travelers  fly  most  often, 
you  get  the  full-fare  treat- 
ment you  want. 


In  Economy,  passengers 
pay  up  to  50%  less 

than  Coach,  and  get  the 
low-cost  transportation 
they  want. 


Business  fliers  are  an 
airline's  bedrock  customers. 
But  though  they  usually  pay 
full  fare,they  don't  always 
getfullfaretreatment. 
Starts  Oct.  15 
So  beginning 
on  October  15, 
American  will 
create  a  special  Coach  section 
for  our  full  fare  passengers  only! 

That  way,  your  seatmate  will 
be  a  full  fare  passenger.  And 
when  we  have  empty  seats,  most 
of  them  will  be  in  your  section. 
Effective  Now 
You  needn't  wait  until  Oct. 
1 5  to  get  what  you  pay  for.  Now 
you  can  choose  your  seat  when 
you  make  your  reservations,  on 


any  American  flight. 
That's  a  new  service— for 
"ull  fare  passengers  only. 
You  can  choose  your 
seats  in  advance  for  a 
whole  trip,  includ- 
ing connections 
and  your  flight 
back  home. 
And  you  can  even  get  all  your 
boarding  passes  ahead  of  time, 
to  avoid  all  those  lines. 

What's  more,  we'll  try  to  re- 
serve lots  of  carry-on  luggage 
space  just  for  you. 

So  call  your  Travel  Agent  or 
American,  and  get  the  full  fare 
treatment  you  deserve. 

On  American  Airlines,  you 
get  what  you  pay  for. 


Were  American  Airlines.  Doing  what  we  do  best. 


merica 


GO 0  0 0000000000  00 


G  00  00  0  OO  00,0  OO  000  00  00 


$225.  Major  credit  cards  accepted. 

Pick  One 

Shaped  entirely  by  hand  from 
molten  glass,  this  apple  is  flawless. 

Flawless  in  its  clarity,  its  purity, 
its  unadorned  simplicity.  For  these 
reasons,  the  Steuben  apple  remains 
a  perennial  favorite.  To  give  or  to 

own.  Our  apple,  designed  by 
Angus  McDougall,  is  4  inches  in 
height.  Like  all  Steuben  glass,  it  bears 
the  Steuben  signature.  Pick  one  today. 


STEUBEN  GLASS 

Suite  1070 
Fifth  Avenue  at  56th  Street 
New  York,  N.Y.  10022  •  (212)  752-1441 


r" 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21.00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Follow-through 


Seats  On  The  Street 

A  seat  on  the  New  York  Stock  Flxchange, 
FoRBKS  reported  last  year  (Nov.  1, 
1977),  could  be  had  for  $35,000,  while  a 
New  York  City  taxicah  medallion  sold  for 
$50,000.  With  the  market  becalmed  in 
the  doldrums,  would  (exchange  seats, 
Forbes  wondered,  end  up  with  "chiefly 
commemorative  value  ? 

The  big  turnaround  in  subsetjucut 
stock  market  trading  has  answered  that 
tiuestion.  This  September  the  asking 
price  for  a  Big  Board  membership  (what 
"seat"  really  means)  was  $105,000,  a 
more  than  $30,000  jump  over  the  price 
the  month  before.  (The  alltime  high,  set 
just  before  the  1929  crash,  was 
$515,000.)  Across  town,  at  the  American 
Stock  Ei^change,  the  latest  price  for  a 
membership  was  $65,000,  more  than 
double  1977's  $32,000. 

And  taxi  medallions?  Their  going  rate 
has  moved  from  $.50,  ()()()  a  vear  ago  to 
$60,000  today. 

Viva  Petroleos! 

"If  Mexico  s  oil  reserves  are  as  vast  as 
the^  now  promise  to  be,"  Forbes  com- 
mented last  year  (July  L  1977),  "the 
U.S.'  energy,  problems  could  be  more 
manageable.  One  reason  cited  for  that 
hope  was  evidence  that  Mexico  s  new 
President,  Jose'  Lopez  Portillo,  was 
ready  to  start  using  petroleum  to  earn 
foreign  exchange,  something  his  prede- 
cessor had  been  loath  to  do.  To  further 
fuel  these  great  expectations,  Jorge  Diaz 
Serrano,  director-general  of  Petroleos 
Mexicanos  (Pemex),  the  state  oil  com- 
pany, described  new  finds  in  the  Gulf  of 
Campeche  as  "the  equivalent  of  the 
North  Sea "  and  others,  on  the  Isthmus  of 
Tehuantepec,  as  "larger  than  Alaska,  ac- 
cording to  what  we  know  now.  " 

Those  promises  of  new  oil  v\'ealth  for 
Mexico  have  been  fulfilled — and  then 
some.  Diaz  Serrano  notes  that  in  No- 
vember 1976  Mexico's  proven  reserves 
of  oil,  natural  gas  and  natural  gas  liquids 
stood  at  6.3  billion  barrels.  Today  the 
tall,  well-tailored  oil  chief  points  out 
with  pardonable  political  pride,  "just 
twenty  months  after  this  Administration 
took  over,  these  reserves  have  topped 
20  billion  barrels.  Probable  reserves,  the 
next  categorv  of  certainty  for  oilmen,  are 
an  estimated  37  billion  barrels  and  po- 
tential oil,  as  President  LcJpez  Portillo 
exulted  in  his  September  state-of-the- 
nation  address,  could  reach  200  billion 
barrels,  topping  even  Saudi  Arabia. 

Nor  are  Diaz  Serrano  and  Lo'pez  Por- 
tillo spouting  Latin  hyperbole.  The  addi- 


tions to  their  country  s  proven  reserves 
are  geological  facts,  located  in  three 
main  areas:  the  Reforma  fields  of  the 
states  of  Chiapas  and  Tabasco,  the  off- 
shore finds  in  the  GuHOf  (Campeche  and 
the  natural  gas  zone  known  as  the  "Gulf 
of  Sabinas  "  in  the  northern  inland  state 
of  Nuevo  Leon.  Moreover,  Diaz  Ser- 
rano's geologists  are  working  to  prove  a 
fourth  area,  an  underwater  canyon  called 
Chicontepec,  off  the  state  of  Vera  Cruz, 
that  he  says  "seems  as  promising  as  the 
others.  "  Campeche  itself  has  proved 
even  more  promising  than  first  sup- 
posed. Originally,  it  was  thought  to  be 
an  underwater  extension  of  the  big  land 
fields  on  Tehuantepec.  Now  this  field 
has  been  found  to  be  a  separate  struc- 
ture, increasing  its  potential. 

The  hints  that  the  Lopez  Portillo  ad- 
ministration would  begin  using  Mexico's 
oil  and  gas  to  generate  foreign  exchange 
have  also  come  true.  Last  year  Mexico's 
exports  of  hydrocarbons  reached  $1  bil- 
lion and  Diaz  Serrano  expects  that  figure 
to  double  in  1978. 

A  principal  drawback  to  increasing  ex- 
ports of  what  Diaz  Serrano  calls  "energe- 
tics "  is  more  political  than  geological.  A 
year  ago  Pemex  was  cranking  up  to  build 
a  $1  billion,  800-mile  pipeline  to  the  Rio 
Grande  to  pump  up  to  2  billion  cubic 
feet  a  day  of  its  natural  gas  into  the 
hungry  U.S.  market,  and  a  group  of  ma- 
jor American  suppliers  was  ready  to  buy 
it.  Mexico,  however,  wanted  $2.50  per 
thousand  cubic  feet  for  its  gas,  well 
above  the  going  U.S.  rate  but  well  below 

Mexico  s  oil  chief  Jorge  Diaz  Sirrano 
Oil  wealth  an  Arab  could  envy. 
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AND  A  THRIFTY    In  order  to  "out-Thrifty"  Thrifty, 
SP^QIJ^i  ACCOUNT       major  competitors  would 

/^A  kj  CAi/c  ^^^'^     Si^'^       ^  discount  of  up  to 

CAN  bAVt  YOU  48.7%.  Maybe  more.  And  our  Special 
UP  TO  48.7%.  Account  program  gives  your  company 
a  choice  of  ways  to  save.  (1)  With  special  low  time  and  mileage 
rates,  gasoline  included.  (2)  With  cost-cutting  "dry"  rates 
whereby  you  buy  the  gasoline  and  Thrifty  throws  in  the  first 
100  miles  per  day. 

Well  include  $1  million  combined  single-limit  BI/PD  insurance 
in  the  bargain,  plus  collision  protection  with  $100  deductible — 
as  opposed  to  competition's  $250  deductible. 

We'll  give  you  lots  of  extra  Thrifty  ser\ice,  too.  Like  con- 
firmed reservations  on  any  size  car,  courtesy  airport  pickup  and 
deliver}'  and  more. 

And  well  pro\ide  it  at  nearly  400  destinations  in  all  50  States, 
Canada,  Central  America  and  Great  Britain. 

For  details,  send  the  coupon.  Well  give 
it  very  special  attention. 

THE  OFF-AIRPORT 
CARRENTALCENTERS. 


Thnfh'  Rent-A-Car  System.  Inc..  2430  N.  Sheridan  Road  Tulsa  Oklahoma  74151 
Please  send  me  Special  Account  information  my  company  needs.  I  understand  we  are 
under  no  obligation  by  making  this  request 

Name  Title  


Name  of  Business 

.Mailing  Address  

City  


-  State. 


Zip_ 


Fianchises  avaiable. 


Follow-through 


the  S3  per  nncf  for  lic}uefied  fuel  from 
sources  like  Algeria.  \\'ashington  balked 
at  Mexico  s  price  tag  and  Mexico  balked 
at  lowering  it.  Instead,  it  began  laying 
plans  and  pipe  to  move  the  gas  to  its  own 
industrial  centers  and  is  still  doing  so. 

The  gas  hang-up  could  be  resolved 
with  more  bargaining  when  and  if  the 
Carter  Administration  gets  Congress  to 
enact  an  energ\'  bill  or  at  least  a  natural 
gas  pricing  measure.  Until  that  happens. 
Mexico,  which  has  its  own  political  pres- 
sures and  pride,  will  keep  its  gas. 

The  American  Way 

Free  enterprise,  the  flag  and  evangelistic 
sales  pitches  had  built  .Amwa\  Products 
of  .Ada.  Mich,  into  a  S250  million  door- 
to-door  business  when  Forbes  caught 
up  with  it  three  years  ago  (Sept.  15, 
1975).  Founder  Richard  DeVos  and  Jay 
\'anAndel.  high  school  pals,  had  started 
peddling  their  soap  and  household  prod- 
ucts in  1949.  and  b\  197.5  commanded  an 
arm\  of  200.000  distributors.  The  arm\ 
is  still  on  the  march. 

This  year  Amway  estimates  it  will  take 
in  S400  million  from  its  direct  selling  in 
the  U.S.  and  overseas  The  ranks  of  its 
distributors  have  swelled  to  300.000. 
Operations  abroad  are  also  expanding. 
Canada  came  first  in  1962,  .\ustralia  in 
1971.  followed  by  Hong  Kong  and  Ma- 
la\  sia.  A  Netherlands  operation  was  add- 
ed to  others  in  Europe  last  month  and  a 
Japanese  doorbell  brigade  is  scheduled 
to  start  in  early  1979. 

On  the  home  front,  .Amway  has  won  a 
partial  victor\'  in  a  suit  by  the  Federal 
Trade  Commission,  questioning  its  sales 
and  pricing  methods.  .\n  FTC  law  judge 
has  thrown  out  four  of  five  counts,  and 
the  remaining  one  concerns  policies  Am- 
way says  it  dropped  in  1972. 

The  big  move  was  last  year  s  purchase, 
for  an  estimated  S15  million  to  S18  mil- 
lion, of  the  Mutual  Broadcasting  System, 
the  world  s  biggest  radio  netsvork,  with 
950  affiliates.  The  Amway  touch  is  al- 
ready at  work,  not  in  broadcasting  poii- 
cy,  which  DeVos  and  VanAndel  are  leav- 
ing aloiie,  but  in  the  cash  box.  .\rmed 
with  Amway  money,  says  Mutual  Execu- 
tive Vice  President  Gar\  J.  \\'orth.  the 
net  is  implementing  its  plans  for  satellite 
operations,  which  uill  let  it  broadcast  six 
different  programs  simultaneously.  It  is 
also  moving  to  bu\  its  first  owned  and 
operated  station,  WCFL  in  Chicago,  and 
expects  to  add  others,  according  to  Mu- 
tual  s  President  C.  Edward  Little. 

What  do  the  founding  fathers  think  of 
their  move  into  broadcasting?  "Mutual 
was  in  the  black  when  we  bought  it. 
DeVos  sa>  s.  "and  it  s  getting  blacker.  ■ 
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Announcing  the 

Saxon  302 
iain  Pftper  Copic 

i  better  ninnei^ 
for  the  mone 


nericans  are  getting  in  shape.  We're  becoming  leaner,  meaner,  and  more 
mpetitive.  American  business  can  do  the  same  thing. 
Saxon  has  designed  an  economical  plain  paper  copier  that  runs  so 
loothly,  so  reliably,  and  is  so  easy  to  keep  in  shape,  we  call  it  the  "Great 
nerican  Runner."  This  is  the  Saxon  302  plain  paper  copier, 
ual  cassette  automation, 
st  click  in  our  dual  cassettes.  New 
tomation  lets  you  change  paper 
:e  with  a  touch  of  the  control  panel, 
id  our  extra  paper 
pacity(600  sheets)  lets 
u  run  longer  without 
oading. 


I'ess-tone  controls. 

3've  gone  beyond  push- 
ttons.  Instead,  we've  used  simpler, 
)re  reliable  pressure  sensitive 
3ss-tone  controls  complete 
h  digital  readout. 
3lf-diagnostic  center, 
reduce  downtime — a  self- 
ignostic  center  that  monitors 
machine  functions.  For 
nsistently  sharp,  clear  copies 
a  new  automatic  toner  system, 
r  reliability — a  microprocessor 
lid-state  brain.  Plus  new  energy 
/ing  features.  And  more, 
n  economical  American, 
e  Saxon  302  is  made  in  America, 
icked  by  a  nationwide  service  team 
ere's  a  lot  of  competition  out  there.  So  for  all  its  features, 
r  Saxon  carries  a  very  low  rental  or  purchase  price. 
We're  in  this  race  to  win. 


The  Great  American  Runner. 


Saxon  Business  Products,  inc 
13900  N  W  57th  Court 
Miami  Lakes,  Florida-33014 

Ll  Let's  arrange  a  demonstration, 
n  Just  send  me  more  information. 

Name 


F10 

For  Saxon  302 
information 
mail  coupon 
or  call  toll-free 

(800)824-7888 

Ask  for  operator  4C. 
In  Cat.  (800)  852-7777.  Ask 
for  operator  4C.  In  Hawaii  or 
Alaska  (800)  824-7919.  Ask 
for  operator  4C. 

Title 


Company 


Address 


City 


State 


Zip 


Saxon  IS  a  registered  trademark  of  Saxon  Industries.  Inc 
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Energy  problem 

'The  Ideas  Bank'  is  pioneering  solutio 


There  are  no  easy  answers  to  the  worldwide 
energy  problem.  But  one  fact  is  obvious:  any  long- 
term  solution  will  require  massive  and  imaginative 
investment. 

Canadian  Impenal  Bank  of  Commerce-over 
$31  billion  (Canadian)  strong-has  been  involved  m 
worldwide  energy  development  for  years.  And  we 
are  stepping  up  our  involvement. 

We  participated  m  the  formation  of  the 
International  Energy  Bank,  whose  shareholders 
and  associates  have  combined  assets  of  over 
$200  billion.  This  bank's  purpose  is  to  finance 
energy  development  worldwide,  beginning  with 
the  North  Sea.  It's  a  sound  idea.  But  it's  only  one  of 


many  which  we  are  considering. 

We  have  evaluated  energy  proposals  ranging 
from  nuclear  power  plants  to  hydro-electnc  com- 
plexes, from  Norway'to  the  Near  East.  As  'The  Ideas 
Bank;  good  ideas  are  our  stock  m  trade.  So  if  you 
have  an  idea  in  the  energy  business,  call  your 
nearest  Canadian  Impenal  Bank  of  Commerce  office. 

There's  a  man  at  our  end  who  is  always  wiUing 
to  listen.  'The  Ideas  Bank! 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Office- Commerce  Court,  Toronto  M5L  1A2.  Canada  New  York  Agency  22  William  St ,  N  Y  10005  •  (212)825-7000 
Over  1.700  branches  m  Canada,  branches  or  representative  offices  in  maior  business  centres  worldwide 
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Special  Pleaders 

SiR:  Re  your  story  on  sugar,  "Sweets 
For  The  Sweet;  Or  .  .  .  How  Politicians 
Cause  Inflation"  (Sept.  18).  There  is  no 
question  that  my  industry's  needs  for 
price  rehef  from  the  below  cost  of  pro- 
duction price  levels  now  prevailing  in 
the  so-called  "world "  market  will  cost 
consumers  more  and  will  contribute  to 
further  inflation. 

However,  if  such  relief  is  not  pro- 
vided, much,  if  not  all,  of  the  domestic 
sugar  producing  industry  will  disappear. 
The  inflationary  effect  of  what  my  indus- 
try seeks  will  pale  into  nothing  compared 
to  that  induced  by  total  or  even  greater 
reliance  on  foreign  suppliers  for  this  vital 
commodity. 

— A.E.  Benning 
Chairman  and  CEO, 
The  Amalgamated  Sugar  Co. 

Ogden,  Utah 

SiR:  Re  "The  Ferrochromium  Caper  " 
(Sept.  18).  South  African  ferrochrome 
producers,  using  predatory  prites,  are 
destroying  producers  in  a  drive  to  control 
U.S.  supply  of  this  critical  material. 
Without  import  relief,  there  would  then 
be  nothing  to  prevent  a  South  African 
ferrochrome  cartel  from  extracting  mo- 
nopoly prices  or  withholding  supply  from 
U.S.  steel  producers  and  thus  substan- 
tially disrupting  this  essential  industry. 

—A.D.  Gate 
Committee  of  Producers  of  High 
Carbon  Ferrochrome 
Washington,  D.C. 

Forbes  Arabic  Issue 

SiR:  Our  Middle  East  people  have 
looked  at  the  Forbes  Arabic  issue  ("A 
Voice  To  Arab  Business,"  Sidelines,  Oct. 
2)  and  rate  this  as  "carefully  accurate  and 
well  done."  They  consider  the  selection 
of  articles  in  this  issue  most  appropriate 
for  an  Arab  audience  and  noted  particu- 
larly that  your  Arabic  issue  is  quite  un- 
like any  Arabic  business  journal  of  which 
they  are  aware. 

— C.C.  Garvin  jr. 
Chairman, 
Exxon  Corp. 
New  York,  N.Y. 

SiR:  I  have  been  commuting  to  the 
Middle  East  and  I  can  tell  you  that  the 
latest  Forbes  Arabic  edition  will  have  a 
substantial  impact  on  the  .^rab  business 
communities. 

John  Kenneth  Galbraith  is  almost  in- 
variably wrong  and  whenever  doubts  as 
to  my  position  haunted  me,  I  would  seek 
(jut  Galbraith's  position,  take  the  contra 
pose  and  feel  secure  in  the  fact  that  I  was 


on  the  right  track.  Now  here  you  go  with 
an  article,  "Is  John  Kenneth  Galbraith 
Changing  His  Mind?"  I  fervently  hope 
not,  because  then  much  of  my  security 
will  have  evaporated  and  I  will  have  to 
go  through  the  process  of  soul-searching 
all  over  again. 

— Charles  Wohlstetter 
Chairman, 
Continental  Telephone  Corp. 

New  York,  N.Y. 

There  Are  Lies  .  .  . 

Sir:  In  Other  Comments  (Sept.  18) 
you  quoted  a  motorcyclist  who  insinuat- 
ed by  means  of  registration  statistics  that 
heavy  trucks  are  overrepresented  in  fatal 
accidents,  as  compared  with  motorcy- 
cles. Having  studied  statistics,  my  first 
question  to  the  cyclist  is:  "How  many 
motorcycles  are  driven  100,000  miles  a 
year?"  The  useful  statistics  to  be  consid- 
ered are  accidents  per  registered  vehi- 
cle-mile. 

— Jon  Koplik 
Jamestown,  N.Y. 

Playboy  Ahead 

SiR:  In  your  August  7  article  profiling 
Penthouse's  Bob  Guccione,  you  say  that 
Penthouse  had  "overtaken  Playboy 
where  it  mattered — in  high  profit  news- 
stand sales."  "It"  doesn't  count  any  more 
on  the  newsstand  than  in  the  mails.  In 
the  ABC  report  (December  1977)  Play- 
boy reported  1,851,141  subscriptions 
and  3,119,612  single  copy  sales,  for  a 
combined  circulation  of  4,970,753 — 
some  350,000  ahead  of  our  closest  imita- 
tor. Our  subscriptions  indicate  accep- 
tance in  the  home  and  on  the  coffee  table. 

Playboy  earned  $46,158,448  in  adver- 
tising revenufe  (for  1,153  pages)  in  1977 
while  Penthouse  earned  $19,933,343  for 
731  pages. 

Playboy  has  been  in  a  turnaround  po- 
sition for  nearly  two  years  now  and  has 
never  lost  its  leadership  in  total  sales  and 
total  revenue,  where  it  counts. 

— Nat  Lehrman 
Senior  Vice  President 
and  Associate  Publisher, 
Playboy  Enterprises,  Inc. 

Chicago,  III. 

No  Advice  Given 

SiR;  In  the  article  on  Anheuser-Busch 
(Aug.  7)  Forbes  Magazine  said: 
"...  Schlitz  followed  the  Boston  Con- 
sulting Group  theory,  which  advised  that 
the  way  to  dominance  in  beer,  as  in 
other  businesses,  was  through  becoming 
the  low-cost  producer.  .  .  .  The  Schlitz 
move  was  a  failure."  That  statement  at- 
tributes to  The  Boston  Consulting  Group 


Expanding? 
Relocating? 

Here  are  5 
reasons  to 

consider  tlie 

TOC  free 
zone. 


1. 


tax  holidays  for  10  to  15  years. 


duty  free,  tax-free  imports  of 
equipment,  tools,  raw  materials, 
semi-processed  goods 

a  ready  pool  of  easily  trained  labor 
at  attractive,  stable  costs 


Iroll-on-roll  off  cargo  service  and 
•  flights  daily  to  North  and  South 
America 

'  free  convertibility  and  unrestricted 
U  remittance  of  profits  and  capital 


APEX,  Nicaragua's  Export  Manufacturmg 
Free  Zone,  is  next  to  Las  Mercedes  Inter- 
national Airport,  just  8  miles  from 
Managua,  the  nation's  capital.  Learn 
more  about  your  bottom-line  advantages 
in  offshore  expansion/relocation  w/ith 
APEX.  Contact  Promotion  Director,  APEX 
Export  Manufacturing  Free  Zone,  P.O.  Box 
2337,  Managua,  Nicaragua,  Central 
America. 


Export 

Manufacturing 
Free  Zone 


Telephones:  3138/3139/3140  Telex:  1401  Apex  Nic. 
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Which  First  doss  Postage  rafle  are  you  using? 


Fifteen  cents?  Well,  have  you  thought  about 
presorting  your  mail  by  ZIP  Code?  If  you  do,  the 
rate  is  thirteen  cents  (nine  cents  for  postcards)  in 
volume  mailings  of  500  pieces  or  more. 

More  than  five  thousand  companies  are  now 
using  PRESORT,  and  last  year,  overall,  these  com- 
panies saved  more  than  $21  million.  This  year  these 
same  companies  will  save  more  than  $40  million 
because  of  the  new  rates  approved  on  May  29,  1978. 

You  can  join  them  and  install  PRESORT  with 
just  a  few  changes  in  your  mailing  system.  All  that  is 


required  is  that  you  presort  your  First  Class  Mail  to 
5-  and  3-digit  ZIP  Codes  and  place  it  in  special 
trays  the  Post  Office  supplies  free.  Then,  just  deUver 
the  trays  to  a  designated  Postal  unit  and  save  2*  on 
every  piece,  a  penny  on  eveiy  postcard. 

Not  only  do  you  save  money,  but  presorted  mail 
helps  ensure  consistent  delivery  since  it  requires  less 
handling  and  can  be  forwarded  almost  as  soon  as  you 
drop  it  off  at  a  designated  Postal  unit. 

If  you'll  mail  in  the  coupon,  we'll  send  you  fur- 
ther information  on  how  to  save  important  money. 


Assistant  Postmaster  General 
Customer  Services,  Room  5900 A 
United  States  Postal  Service 
475  L'Enfant  Plaza  West,  S.W. 
Washington,  D.C.  20260 


U.S. 
POSTAL 
SERVICE 


PRESORT 

INFORMATION 
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Please  send  PRESORT  hterature  to: 

Name  

Title  


Company . 


Type  of  business. 

Street .  

Citv  


-State . 


_ZIP. 


'JetStarll  combines 
executive  comfort 
with  four  engined 
reliability  and 
excellent  pilot 
training. 

Robert  B.OrmsbyJr.,  Presidenl, 
Lockheed-Georgia  Company 

"Several  years  ago,  FlightSafety 
recognized  our  then  new  JetStar 
as  a  'pilot's  airplane  in  the  truest  sense' 
among  the  executive  jets  and  took 


steps  to  provide  training  for  the  growing 
number  of  JetStar  pilots. 

"When  we  started  production  of 
our  second  generation  JetStar  II,  we  de- 
cided to  augment  our  own  training  pro- 
gram with  the  addition  of  FlightSafety's 
expertise.  This  arrangement  combines 
unsurpassed  flight  crew/maintenance 
personnel  training  with  the  finest  busi- 
ness jet  on  the  market. 

'We  knew  our  future  JetStar  II 
owners  plus  our  existing  JetStar  owners 
would  require  more  extensive  training 
facilities.  With  the  addition  of 
FlightSafety's  JetStar  Learning  Center 
only  ten  minutes  from  our  own 
production/training  facility  we  offer  the 
maximum  in  proficiency  training  and 
personal  convenience. 


"JetStar. . .  JetStar  II . . .  Lockheed- 
Georgia  . . .  FlightSafety  International. 
We  think  the  combination  is  unbeat- 
able." 

Over  1,000  corporations,  12  other 
aircraft  manufacturers,  many  airlines, 
the  FAA  and  other  government  agen- 
cies rely  on  FlightSafety  for  initial  and 
recurrent  proficiency  training.  If  you 
would  like  more  information,  call  or 
write  Director  of  Marketing,  Flight- 
Safety  International,  Dept.FB2,  Marine 
Air  Terminal,  LaGuardia 
Airport, 
Flushing. 
New  York 
11371. 
(212) 

476-5720. 


FlightSafety 


international 


The  best  safety  device  in  any 
aircraft  is  a  well-trained  p'llot 


Electricity  wili  do 

tiie  woric  tliat  iceei: 
America  woricing. 


T 


When  there  is  a  shortage  of 
energy,  a  nation  suffers  many 
problems;  a  slowed  economy, 
impaired  transportation,  lost  jobs, 
and  a  lowered  standard  of  living. 

No  one  wants  to  do  without 
energy,  but  there  are  problems 
in  providing  it.  About  50  percent  of 
our  oil  is  imported.  We  want  to 
become  less  dependent  on  foreign 
countries  so  that  our  nation  s 
economic  stability— perhaps  even 
your  job— will  not  rest  on  the 
whim  of  a  foreign  government.  We 
must  make  the  best  possible  use  of 
our  available  domestic  energy 
sources,  coal  and  nuclear  fuel- 


particularly  the  breeder  reactor, 
which  actually  produces  more  fuel 
than  it  consumes 

An  important  part  of  solving 
the  energy  problem  will  be  electric 
energy  generated  from  these 
domestic  energy  sources.  Coal  and 
nuclear  fuel  meet  their  energy 
potential  only  when  converted  to 
electricity.  At  Middle  South 
Utilities,  we  re  working  to  provide 
enough  electric  energy  to  keep  our 
economy  strong  and  our  people 
working.  We  have  our  region  s  first 
nuclear-fueled  generating  unit 
in  operation,  a  second  approaching 
commercial  operation,  and 
three  more  under  construction. 


By  1990,  we  plan  to  have  10 
coal-fired  units  in  operation. 

Middle  South  Utilities  is  making 
energy  that  makes  sense. 

MIDDLE 
SOUTH  m 
UTILITIES 

ArKansas  Rjwer  &  Light  Company 
Arkansas-Missouri  Rswer  Company 
Louisiana  RDwer  &  Light  Company 
Mississippi  Ftower  &  Light  Company 
New  Orleans  Public  Sen/ice  Inc 
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a  theory  for  the  beer  industry  which 
BCG  has  never  advocated.  In  1973  an 
executive  from  SchUtz  who  had  attended 
a  BCG  Executive  Conference  in  1971 
came  to  us  with  a  paper  setting  forth  his 
own  understanding  of  certain  concepts 
which  had  been  discussed  at  that  confer- 
ence as  he  thought  those  concepts  might 
be  apphed  to  SchUtz  and  the  beer  indus- 
try. We  refused  to  approve  the  approach 
represented  by  this  paper  and  expressed 
our  view  that  his  paper  reflected  a  seri- 
ous misunderstanding  of  some  of  our 
concepts.  We  have  never  given  SchHtz 
any  other  advice. 

— Bruce  D.  Henderson 
President, 

The  Boston  Consulting  Group,  Inc. 

Boston,  Mass. 

Startling  Comment 

SiR:  I  was  amazed  at  the  message  por- 
trayed by  the  pornography  cover  (Sept. 
18).  Most  striking  is  the  posture  of  the 
figures.  They  seem  to  be  avoiding  one 
another  and  walking  or  standing  with 
their  heads  down.  They  have  no  pride 
for  what  they  are  doing.  The  cover  seems 
to  indicate  that  most  people  still  have  an 
active  conscience  even  if  we  have  to 
make  a  special  efibrt  to  ignore  it.  The 
cover  is  a  very  startling  comment  on 
what  is  actually  happening  within  our 
society  today. 

— Jerome  Studer 
Omaha,  Neb. 

Let  Uncle  Do  It 

SiR:  Re  M.S.  Forbes  Jr.'s  editorial 
against  [Joseph]  Califano's  suggestion 
that  we  consider  doing  away  with  private 
pension  plans  (Sept.  4).  Califano's  rea- 
soning seems  to  be:  "Don't  let  anybody 
plan  for  themselves;  they  are  not  compe- 
tent. Let  us  Feds  take  care  of  that  like 
we're  doing  now  with  Social  Security.  " 

—H.C.  Rogers 
Houston,  Tex. 

Not  A  Crap  Game 

SiR:  Your  article  "Ladies  And  Gentle- 
men, Hedge  Your  Bets  In  .  .  .  The 
Newest  Crap  Game  In  Town! "  (Sept.  18} 
deals  with  interest  rate  futures,  the  fast- 
est growing  area  of  our  industry  and  not 
only  is  unobjectionable,  but  may  well  be 
very  beneficial  to  us  and  to  the  other 
exchanges  which  trade  interest  rate  fu- 
tures. But  we  hope  that  the  benefits  will 
not  be  neutralized  or  reversed  by  that 
headline.  Futures  trading  is  certainly  not 
a  crap  game. 

— Clayton  Yeutter 
President, 

Chicago  Mercantile  Exchange 
Chicago,  III. 

FORBES  OCTOBER  16  1978   


The  companies  of  your  pleasure:  i  sm  i  &mi  i(;hts  di  cadi  i  \rk  chestkri  lEi.n  eve 

VEIVKT  GRANCIR  l:l)t;KW()RTH  RKDMAN  Al  PO  I.IVA  SN  Al'S  RINSINVAC  HIIEII'STRE 
a-MINLTEBRANl)  SI  l>l  RSTAR  HRITF  l&H  ROVAl.ACiES  C  \I  lOS  l/MIKA  GR  AN  r )  M  AR  NIER 
BOMBAY  WII  D  I  L  RM  V  CAMI'ARI  METAXA  PAHDY  MlKl'lll  S  Wll  1)  Tl'RKEV  I  lOl  EUR 
STELLA  O  ITALIA  OTARI)  I'lN  I  IMKS  I  A/.l  BATTAc;!  I  \  Itl  RTANl  ACHAIACf  AUSS 
CROI  T  WEDDING  VKII  MOIIIARI)  RI  MY-PANNIER  NKOIAOl  CHATEAUX  BOI  SC  AUT. 
OLIVIER,  RAUSAN  SECJI  A.  AND  ROC  S  I   MICHEI  I'l  PSI  C  ()1  A  BOTTLING  CO  Ol  I  RESNO 


...and 


31 


The  New  Insuranc 


For  the  first  time  in  this  country,  pri^ 
mary  insurance  covering  large  or  unusual 
commercial  risks  can  be  written  free  of 
policy  form  and  pricing  regulations— a  de- 
velopment made  possible  by  New  York 
Staters  "freC'trade  zone*'  for  insurance. 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


On  July  20,  1978,  Gover- 
nor Hugh  Carey  signed  into  law 
a  New  York  State  bill  that 
should  have  the  long-range  ef- 
fect of  helping  to  put  this 
country's  business-insurance 
marketplace  on  an  equal  com- 
petitive footmg  with  many  for- 
eign locations  traditionally  re- 
garded as  world  centers  of  the 
industry. 

While  the  focus  of  attention 
will  understandably  be  on  New 


\brk  at  this  stage,  this  imagina- 
tive legislation  could  produce  a 
ripple  effect  across  the  country. 
Observers  believe  it  will  serve  as 
a  model  for  other  states  to  fol- 
low in  liberalizing  the  regula- 
tions and  operating  conditions 
that  often  tend  to  restrict  compe- 
tition in  the  insurance  industry. 

Now  effective 

Under  the  legislation,  effec- 
tive September  1,  specially  li- 


censed insurers  in  the  state  are 
now  able  to  write  primary  poli- 
cies on  large  corporate  risks  — 
contracts  with  an  annual  pre- 
mium of  $100,000  or  more  - 
without  the  need  for  prior  state 
approval  of  rates  and  policy  pro- 
visions. (However,  the  state  will 
require  such  insurers  to  main- 
tain at  least  twice  the  capital 
surplus  normally  required  and 
will  oversee  their  operations.) 

An  unhampered  market 

In  effect,  the  state  of  New 
York  thus  becomes  a  "free-trade 
zone"  for  insurance,  the  first  of 
its  kind  in  the  United  States.  In 
it,  large-scale  buyers  and  sellers 
of  insurance  can  do  business 
swiftly  and  conveniently,  un- 
hampered by  legalistic  restric- 
tions. As  such,  the  free-trade 
zone  will  provide  a  more  pro- 
ductive environment  for  insur- 
ance transactions  —  one  that  is 
responsive  to  the  sophisticated 


recede  Zone 


risk  management  needs  of  busi- 
ness today. 

Moreover,  the  advantages  of 
the  New  York  free-trade  zone 
also  apply  to  policies  covering 
unusual  or  unprecedented  risks, 
including  those  with  premiums 
well  under  $100,000.  Among 
them  are  such  diverse  exposures 
as  insurrections,  catfish  farms, 
animal  rides,  ear  piercing  and 
new  drugs.  And  for  contracts 
involving  risks  outside  the 
U.S. ,  there  are  possible  tax  con- 
cessions offered  by  the  state. 

An  American  Lloyd's? 

All  of  this  inevitably  sug- 
gests that  with  its  free-trade 
zone  New  \brk  is  creating  an 
American  version  of  Lloyd's  of 
London.  The  world's  largest 
single  insurance  market, 
Lloyd's  is  known  for  its  excep- 
tionally broad  range  of  insur- 
ance coverage,  including  both 
very  large  and  highly  unusual 
risks.  Its  operations  are  free  of 
government  control  and  it  can 
provide  quick  and  imaginative 


responses  to  insurance  needs. 
These  are  the  same  kinds  of  ad- 
vantages that  the  New  York 
free-trade  zone  is  also  expected 
to  deliver,  although  initially  on 
a  smaller  scale. 

The  parallel  with  Lloyd's 
will  also  be  heightened  with  the 
opening  in  1979  of  the  New 
York  Insurance  Exchange, 
which  will  allow  individual  in- 
vestors and  others  to  participate 
in  the  underwriting  of  both  pri- 
mary and  reinsurance  risks. 

Clearly,  the  New  Y)rk  free- 
trade  zone  should  attract  much 
insurance  business  that  up  to 
now  has  been  written  abroad. 
Competition  will  be  spurred  to 
the  benefit  of  insurance  buyers. 
And  together  with  the  new  In- 
surance Exchange,  the  free- 
trade  zone  should  bring  capital 
to  the  United  States,  creating 
jobs  and  stimulating  American 
insurance  markets. 

Strong  support  from  INA 

INA  has  strongly  favored 
the  creation  of  both  the  New 


York  free-trade  zone  and  the 
New  York  Insurance  Exchange 
and  is  pledged  to  their  support 
through  active  participation. 
INA  Special  Risk  Facilities  can 
provide  professional  counsel  on 
the  use  of  both  facilities  to  risk 
managers,  agents  and  brokers 
who  may  consider  using  them. 
And  the  Insurance  Company  of 
North  America  which  will  op- 
erate in  the  free-trade  zone, 
maintains  offices  in  New  Y)rk 
City. 

^    ^  ^ 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the 
largest  component  of  INA 
Corporation's  international  net- 
work of  insurance  and  financial 
service  companies.  In  property 
and  casualty  insurance  and  risk 
management  services,  life  and 
group  insurance,  health  care 
management,  and  investment 
banking,  INA  and  its  affiliated 
companies  offer  a  unique  com- 
bination of  products  and  ser- 
vices to  busmess  and  industry 
around  the  world. 

INA  insurance  products 
and  services  are  available 
through  selected  independent 
agents  and  brokers.  For  further 
information  on  the  New  Y)rk 
free-trade  zone  for  insurance, 
write  to  INA  Corporation, 
1600  Arch  Street,  Philadel- 
phia, Pa.  19101. 


Grand  jete  to  the  U.S.A.  ? 


To  an  insurance  underwriter,  a  ballet  dancer's  legs  are 
merely  another  form  of  commercial  risk  for  which  coverage 
muse  be  provided.  Usually  such  "exotic"  risks  are  placed  over- 
seas . 

But  with  the  opening  of  the  New  York  free-trade  zone, 
dancer's  legs,  in  policy  form,  may  be  about  to  execute  a  broad 
leap  across  the  Atlantic  — 
back  to  the  United  States. 
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Heritage^  Cloth  suit.  From  the  Corporate*  Collection.  Dacron*  polyester  and  wool  worsted. 


Hart  Schaff  ner&  Marx. 

36  South  Franklin  Street,  Chicago,  Illinois  60606.  c-.t. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


CARTER  REALLY  WROUGHT  TWO  NEAR-MIRACLES 

In  pounding  out  single-handedly,  against  all  the  odds,  a  The  other  is  the  resurrection  of  Jimmy  Carter's  Presiden- 

framework  for  possible  peace  in  the  Middle  East,  President  cy.  He  s  born  again,  suddenly  seeming — maybe — able  to  do 

Carter  has  wrought  two  near-miracles.  The  prospect  of  eventu-  the  job  and — maybe — able  to  occupy  the  White  House  for  a 

al  genuine  peace  between  Egypt  and  Israel  is  one.  full  eight  years. 

SITTING  ALONE,  I  FOUND  MYSELF  APPLAUDING  ANWAR  SADAT 


At  one  moment  it  occurred  to  me  how  silly  it  was  to  be 
sitting  alone  in  front  of  a  television  set  and  applauding  with 
feeling  and  fervor  equal  to  that  of  Congress  when  President 
Carter  introduced  Anwar  Sadat  during  his  report  on  the  results 
of  the  Camp  David  summit. 

What  extraordinary  risks  Sadat  ran  when,  alone  on  his  own, 
he  went  to  Israel  a  year  ago. 

What  courage  that  took. 

What  courage  again  was  required  at  Camp  David  to  lead  the 
people  of  Egypt  toward  peace  in  spite  of  the  fanatic  resolve  of 


the  Libyan  Qaddafis  and  Palestinian  "Liberators"  to  kill  him 
and  any  Israeli  pact  aimed  at  peaceful  resolution. 

Prime  Minister  Begin  has  tough  divisions  within  his  resolute 
nation  of  3V2  million  people,  but  it  s  hard  to  comprehend  the 
divisions  and  the  fanaticism  with  which  Sadat  must  cope. 
Among  the  116  million  people  of  the  Arabic  countries,  a  vast 
majority  among  them  are  moved  by  what  Sadat  has  accom- 
plished. This,  though,  inflames  rather  than  lessens  the  hatred 
and  fierce  determination  that  motivates  so  many  Arabs  with 
countless  guns  and  limitless  gold  to  get  him. 


MIAMI'S  NEXT  INTO  THE  CASINO  ACT 

Taking  a  leaf  from  New  Jersey's  book,  Floridians  this  No-  ability  of  the  Fontainebleau-y  showtels  has  disappeared,  along 

vember  will  vote  on  whether  to  make  gambling  legal  on  their  with  most  of  the  beach  itself. 

Miami-centered  Gold  Coast.  So  now  it's  likely  that  gambling  will  put  the  color  back  in 

Though  by  no  means  as  long-gone  in  decay  as  Atlantic  City,  Miami's  cheeks.  One-armed  bandits  will  join  the  throng  of  two- 

the  glitter  (and  gouging)  that  made  Miami  Beach  so  long  a  armed  ones  who've  been  wintering  there  since  Al  Capone  led 

mecca  for  Big  Spenders  has  considerably  tarnished.  The  profit-  the  way  decades  ago. 

WANTED:  HUNGRY  PEOPLE 

In  the  number-one  New  York  watering  hole  for  corporate  Success  is  too  often  the  undoing  of  companies  large  and 

tycoons,  "21,  "  I  overheard  one  executive  rasp  to  the  other,  small  who  get  to  savor  it  for  long. 

"We're  in  such  a  competitive  situation,  we've  got  to  have  Complacency  sets  in. 

hungry  people  in  the  key  slots.  "  Striving  seekers  become  happy  accepters. 
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THE  HOLIDAY'S  OVER  AT  HOLIDAY  INNS 

Most  of  us  can  remember  when  Hohda\  Inns  were  to  motels  tatteredness  that  one  used  to  seek  them  out  to  avoid, 
what  Howard  Johnson  was  to  highway  eating.  Dependable        Before  they,  go  all  out  in  developing  the  independent  restau- 

cleanliness,  quality  ,  pool-plus-decent-food  classiness  at  unex-  rant  chains  they're  working  on.  ma\  be  Holiday  s  execs  should 

orbitant  prices.  .-Mong  with  corporate  misfortunes,  or  perhaps  tn  improving  the  hundreds  now  part  and  parcel  of  their  Inns, 
as  a  direct  result  of  them,  now  the  chances  are.  \our  Holiday        I  can  see  wh\  Holiday's  present  management  says  it's  c-on- 

Inn  will  have  worn  sheets,  tired  towels  and  all  the  earmarks  of  sidering  the  casino  business. 

USING  EXTREMITIES  TO  MAKE  TWO  GREAT  ADS 

Lovel)  legs  have  alwa\s  been  showstoppers.  but  ha\e  nou 
ever  seen  one  more  arrestingK  employed?  Harr\'  Winston, 
c  liic  international  gemster  to  the  jetting  Idle  Rich,  can  be  sure 
no  peruser  of  Town  t-  Country  passed  this  necklace  by  without 
a  glance. 

On  the  other  hand.  \\  hile  not  too  many  have  loveK  legs,  all 
ot  us  have  feet  that  sometimes  hurt.  This  Dr.  Scholl  illustration 
and  caption  are  so  down-to-earth,  so  compelling  that  there's  no 
b\  passing  this  ad  either.  Imagine — b\  the  time  \ou  re  35, 
\ou  \  e  probabK'  got  40,000  miles  on  \  our  feet! 
.\nd  \ou  can  t  trade  them  in. 


And  you  can't  trode  them  m. 


Ham'  Wiiwon  Inc- 
Ruc  icweU  of  the  world.  Pins,  Geneva. 
Monie  Cailo.  New  Yoct  7|g  Fihh  Avenue  10019 
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RESTAURANTS—  O,  < 


DER,  STOP 


4-  Chalet  Suisse— 6  East  48th  St.  ^Tel;  355-0855).  Not 
having  eaten  here  in  a  long  time.  I  d  forgotten  how  first-rate 
this  genuineK'  Swiss  restaurant  is — definitely  three  stars.  Their 
specialties  are  superb,  especiall\  veal  medallions  and  the 
scrumptiously  sauced  veal  kidneys,  accompanied  b\  those 
good  Rosti  potat(x»s.  Desserts  here  are  as  richK  delicious  as 
one  would  e.vpect  of  the  Swiss.  The  tab  is  no  higher  than  most 
restaurants  and  the  fare  fer  better. 

•  Horn  Of  Plenty— 91  Charles  St.  (Tel:  242-0636).  Has 
more  than  plent>  of  customers.  Three  times  I  gave  up  after 
(jueuing  up  for  almost  an  hour.  Reser\ations  not  accepted. 
\\'h\'  so  popular?  Good  cjuestion.  Ma\  be  because  the  prices  are 
not  bad  and  some  of  the  dishes,  such  as  Beef  Stroganoff,  are 
good.  Others  are  awfiil — Clams  Casino  as  tough  and  dr>  as  I  ve 
ever  encountered,  the  extra-costing  blue  cheese  dressing  is  the 
usual  milk-of-magnesia  glop.  Ma\  be  it  s  the  desserts  ever\- 
bod\  goes  for — pies  and  cakes  are  calorificalK  good.  But  if  ijou 
don  t  take  the  cake,  Horn  of  Plent\-  certainly  doesn't. 

•  La  Goulue— 28  East  70th  St.  (Tel:  988-8169).  We  went 
back  hoping  this  beautiftill}  French-decored.  former  FoRBES 
Three  Star  had  climbed  back.  But  the  o\erfilled  main  dishes 
remain  disappointing. 

La  Metairie— 189  West  10th  St.  (Tel:  989-0343).  It  has 
taken  o\er  a  tin\-  Greenwich  Village  site  left  behind  b\  La 
Petite  Ferme  s  move  uptown  to  bigger  spaces.  HappiK  ,  La 
Metairie  is  on  a  par  with  its  predecessor,  which  was  a  most 
high  par  indeed.  .\  delightful,  delicious  dining  experience. 

Le  Lavandou— 134  East  61st  St.  (Tel:  TE  8-7987).  A 
grand  Three  Star.  It  is  so  heartening  for  those  who  heartih  love 
good  food  when — all  too  rarely — a  new  top-quality  restaurant 
in  the  owner-chef  French  tradition  opens.  The  varied  menu 
includes  such  specialties  as  a  generous,  lean  \  eal  chop  topped 
36 


b\  tart-tast\  apple  slices  and  champagne  sauce,  as  well  as 
superior  offerings  of  traditional  haute  cuisine  dishes.  The  gen- 
erous assortment  of  mostly  fresh  vegetables  included  in  the 
prix  fixe  one-ups  the  sparse  accompaniments  to  main  courses 
elsewhere.  The  onl\  disappointment  was  the  souffle  which 
turned  out  to  be  a  heft\  though  delicious  cake. 

•  Le  Premier— 206  East  63rd  St.  (Tel:  838-8300).  Aimed  at 
being  a  Beautiful  People  place,  Le  Premier  is  as  decorously 
plush  as  the  best.  The  food,  ser\ed  with  attentive  finesse, 
shows  lots  of  promise. 

Le  Relais— 712  Madison  Ave.  (Tel:  751-5108).  The  Big 
Apple  s  latest  uptown  In  Spot.  Even  with  a  reservation,  the 
wait  for  seating  is  so  firustrating  that  one  begins  soured.  Allow  - 
ing for  that,  though,  and  giving  full  points  for  exceptional  sorrel 
soup,  the  rest  of  the  dishes  w  ere  only  so-so. 

Soho  Charcuterie  &  Restaurant — 195  Spring  St.  (Tel: 
226-3545).  The  most  imaginative  assortment  of  luncheon  sand- 
wiches, omelettes,  quiches  n  salads  that  I  v  e  experienced  in  a 
long  time.  A  serious  prospect  for  three  stars.  The  only  draw- 
back: more  on  the  plate  than  most  customers  could  possibh 
consume.  CertainK  worth  a  da\time  trip  to  the  heart  of 
Greenwich  \'illage. 

Sparks  Steak  House— 210  East  46th  St.  (Tel:  687-4855). 
This  one  became  famous  on  17th  Street  b\  loudl\  comparing  its 
qualit\  steaks  w  ith  the  prices  of  the  famed,  much  more  expen- 
sive steakhouses.  Now  it  s  mo\ed  uptowii.  and  the  bargain 
seems  less,  the  sers  ice  less  and  the  taste  less. 

Swiss  Pavilion — 4  West  49th  St.  (Tel:  247-6545).  Mosdy 
upholds  Swiss  fame  for  good  food.  The  Entrecote  Dimitri — 
cooked  at  the  table,  steak  simmered  in  mustard,  chopped 
onions,  parsley  and  multispiced  butter  and  then  set  afire  in 
bourbon — is  as  fabulous  as  it  sounds. 
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CALIFORNIA'S  ONLY  CONTRIBUTIONS  TO  DINING 

are  the  frozen  fork  and  the  salad  bar. 

And  it  would  take  a  zealot  for  what's  contradietorily  dubbed 
California  "lifestyle"  to  term  those  things  eontributions. 


I'OUVI  1(110 
(INDIVIDUAL  INCOME  TAX  RETUHN) 
.    ...  JItiSVW  I'lZZLi; 


"MANY  HAPPY  RETURNS" 

I  ean  t  resist  telling  about  one  birthda\ 
present.  It  was  a  500-piece  jigsaw  puzzle  ol 
the  individual  income  ta.x  return  Form 
1040.  The  card  on  it  read: 

Many  happy  "returns."  Your  friend, 
Jerome. 

Since  we"ve  taken  oflF  occasionally  on  IRS 
Commissioner  Jerome  Kurtz,  I  was  momen- 
tarily floored.  Until  I  recognized  the  hand- 


FROM  JEROME 

writing — that  of  son  Malcolm  Jr.  That  fresh 
guy  better  watch  his  step.  He  hasn  t  come 
into  his  inheritance  yet. 

Nor  has  son  Christopher,  as  it  was  neces- 
sary to  remind  him  in  Northeast  Harbor, 
Me.  A  corporate  friend  took  a  picture  of  me 
with  his  sailboat  in  the  background.  Sug- 
gested Kip:  "That  photograph  can  be  enti- 
tled 'Wind  &  Sail."  "" 


THE  REASON  THE  ENGLISH  CALL  RED  WINE 

"claret"  I  guess  is  because  if  one  has  enough  of  it  everything  becomes  more  clarefied. 


TO  SEDUCE  MOST  ANYONE 

ask  for  and  listen  to  his  opinion. 


IT'S  EASIER  TO  DO  BETTER 

when  tliere  s  an  audience. 


THE  TRADE  DEFICIT:  CAUSES  AND  CURES 

By  M.S.  FORBES  Jr. 


Wliat  should  we  do  about  our  dis- 
mal balance  of  payments?  Oil  is  not 
the  onK  villain.  Even  more  frighten- 
ing to  maiiv  observers  is  our  growing 
appetite*  tor  goods  manufactured 
abroad.  This,  the  experts  warn,  could 
eventually  lead  to  a  contraction  of 
nuich  of  American  industry. 

Through  July,  for  instance,  al- 
though petroleum  imports  were 
down,  we  had  a  trade  deficit  of  $19.3 
billion,  up  from  $i.3.6  billion  a  year 
earlifr.  The  implication;  The  U.S.  is 
losing  its  ability  to  compete  even  at 
home  against  Japan,  Western  Eu- 
roj)e.  South  Korea,  Brazil,  Hong 
Kong  and  laiwan. 

Some  suggest  \\  v  adopt  a  more  I'f- 
lective  export  policy,  making  gr(>atcr 
use  of  such  subsidies  as  government 
guaranteed  financing.  Some  look  to 
tli«  ( uncut  trade  negotiations  to  put 
oui  tr;i(lc  plight  aright.  Others  fear 
wc  ma\  have  to  resort  to  a  Smoot- 
Hawli'y  t\pe  of  protectionism  or  at 
least  a  greater  number  of  "orderly 
marketing  agreements. 

Our  trade  prol)lem,  iiowcver,  will 
not  be  cured  by  protectionism.  'I'he 
package  of  "sell-abroad  '  suggestions 
advoc'ated  by  our  Commerce  1)<  parl- 
nient  will  help,  as  vsill  tougher  trade 
negotiations  with  the  Japanese,  lint 
the,s<'  don  t  address  the  fimdami'Utal 
problem  either. 

What  is  so  often  overlooked  is  that 


the  traditional  American  strength  in 
trade — starting  with  clipper  ships  on 
through  to  computers  and  jet  air- 
craft— has  come  from  our  technologi- 
cal know-h()v\,  from  making  things 
first  and  better  than  our  competitors. 

This  entrepreneurial  bent  is  less 
evident  today  but  not  because  we've 
lost  our  moral  fiber  or  because  we're  a 
"mature  economy  or  because  of 
some  imnuitable  historical  process  of 
tleca\.  We  have  just  as  much  ability 
today  to  innovate  as  we  ve  ever  had. 
What  s  different  now  is  that  we  have 
created  nniieeessary  barriers  for 
would-be  entrepreneurs,  for  the  peo- 
ple in  the  labs  or  garages  whose 
thinking  and  tinkering  lead  to  new 
products,  to  new  industries. 

'laxes  are  one  critical  area.  In  1968 
the  highest  levy  on  capital  gains  was 
25*%.  Thai  ma.xiniuni  has  since  been 
douiiled  In  19(i8  over  .3()()  new  tech- 
nological companies  were  founded, 
in  1976  that  mnnbcn-  dropped  to  zero. 

Regulation  is  another  key  road- 
block. Nobody  argues  against  the 
need  for  cleaner  air  or  greater  prod- 
uct salety.  What  is  at  issue  is  llie 
costly,  cumbersome  and  iiielfic  ii  nt 
way  we  have  so  often  gone  alxiut 
realizing  these  goals. 

Harper  s  William  Tucker  recently 
pointed  o.ut  that  there  are  12.5  en\i- 
ronmentalh  sale  biological  jx-sti- 
cides  that  have  bet;n  created  but  are 


not  available  for  sale.  Reason:  The 
cost  and  time  of  getting  these  through 
Environini'iital  Protection  Agency 
red  tape  makes  them  commercially 
unfeasible. 

There  are  countless  other  such  ex- 
amples. This  not  only  stalls  intioduc- 
tion  of  new  products  and  new  tech- 
niciues  b»it  also  drives  away  money 
from  research  and  development  as 
well.  U.S.  companies  used  to  account 
for  txvo-thirds  of  the  world's  spending 
on  research  and  developTuent.  In  re- 
cent years,  that  proportion  lias 
drop]-)ed  to  one-third,  a  startling  de- 
cline of  .50%. 

We  the  public  are  just  as  guilty 
here  as  the  bureaucrats.  Jurors  pro- 
pensit\  to  make  capricious  liability 
awards,  for  example,  effectively  sti- 
fles the  marketing  of  products  as 
much  as  any  rule  or  regulation. 

Fortunately  the  adverse  tide  is  be- 
giiming  to  turn.  This  year  we  are 
likelv  to  get  re\'isions  in  the  capital 
gains  tax  that  ieeiiu,ui/.e  the  iinpor- 
fance  of  iiu  (•nti'i  e  lor  future  eionomie 
growth.  ,/\  glowing  numi)er  of  people, 
e\en  in  government,  are  beginning  to 
[)erceive  the  need  for  more  rational, 
cost-conscious  regulation. 

,\  lower  capital  gains  tax,  saner  reg- 
ulations and  juditial  decisions,  not  to 
mention  decontrol  of  oil  and  gas 
l)rici'S,  are  the  most  eliective  anti- 
dotes to  our  enormous  trade  deficit. 


FORBES.  OCTOBER  16.  1978 
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other  Comments 

often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


Tux  Take  Up  62% 
In  Five  Years 

The  total  tax  take  has  grown  at  an 
astonishing  rate.  In  fiscal  year  1977 — the 
latest  available — the  combined  rake-off 
of  federal,  state  and  local  governments 
amounted  to  521  billion  dollars,  accord- 
ing to  a  new  study  by  the  Economic  Unit 
of  this  magazine. 

That  figures  out  to  $2,403.35  per  per- 
son, a  whopping  62  percent  more  than 
the  burden  just  five  years  earUer  in  1972. 

—U.S.  News  6-  World  Report 

What  Price  Justice? 

Chief  Justice  Warren  Burger  has  be- 
come increasingly  dismayed  with  the 
complex  legal  system  in  the  U.S.  The 
lawyers  are  entangling  the  populace  in 
litigation,  bogging  down  the  courts  and 
substituting  legal  manipulation  for  jus- 
tice. "The  harsh  truth,"  he  warned  the 
American  Bar  Association,  "is  that  .  .  . 
we  may  well  be  on  our  way  to  a  society 
overrun  by  hordes  of  lawyers,  hungry  as 
locusts,  and  brigades  of  judges  in  num- 
bers never  before  contemplated. 

The  legal  processes  have  become  en- 
cumbered with  procedural  rigmarole — 
unnecessary  routines  that  are  designed 
more  to  enrich  the  lawyers  than  to  serve 
the  public.  It  costs  a  small  fortune,  for 
example,  "to  clear  the  title  for  a  home 
purchase.  And  the  probate  processes 
have  become  so  encrusted  that  the  attor- 
neys often  wind  up  with  a  greater  share 
of  an  inheritance  than  the  heirs. 

— columnists  Jack  Anderson 
and  Les  Whitten 

Princeton  ''41  Class  Note 

Jy  Ely  passes  on  some  homey  Mid- 
western philosophy  to  close  the  \ear: 
"Have  become  interested  in  demogra- 
phy and  marvel  that  since  1930,  when 
most  of  us  were  around  11  years  old,  the 
world's  population  has  doubled.  And  by 
the  time  we  remaining  octogenarian 
classmates  of  1941  gather  in  2001  A.D. 
for  our  disting)iished  60th  Reunion,  that 
population  will  have  tripled.  I'm  grateful 
class  dues  don't  escalate  like  human 
numbers." 

— Princeton  Alumni  Weekly 

Henry  K  vs.  Gloria 

Gloria  Steinem.  once  said  that  power  is 
an  aphrodisiac  to  women.  And  Henry 
[Kissinger]  was  powerful.  Miss  Steinem 
was  the  subject  of  one  of  Henry  's  great 
ban  mots.  Told  at  a  press  conference  that 
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Steinem  had  denied  she  had  had  a  ro- 
mance with  him,  Henry  agreed  it  was 
true.  "  But  she  did  not  say  if  elected,  she 
would  not  serve.  " 

— H.R.  Haldeman, 
The  Emls  of  Power 


We  do  not  want  the  old  to  be 
sharper  than  we.  It  is  bad 
enough  that  they  were  there 
first,  and  got  the  best  things. 

— Gore  Vidal,  Burr 


Button  Money 

The  story  of  his  cousin's  cornfields  in- 
trigues Dorsey.  Only  the  moral  bores 
him.  .  .  .  They  are  still  moving  above 
old  fields  that  turned  his  cousin,  a  mar- 
ginal farmer,  into  a  millionaire  who  be- 
gan to  take  family  vacations  in  plaid  jack- 
ets— some  of  whose  buttons  were  not 
meant  to  be  used — to  places  like  Florida 
and  London,  England,  struggling  to 
spend  his  found  money  wisely.  But  his 
wife  divorced  him.  "So  you  see?"  Mr. 
Hensley  would  say. 

— John  Rolfe  Gardiner,  The  New  Yorker 

Pearl  Harbor  No  Surprise 

"You  go  back  and  read  Joe  Grew, 
Truman  said  to  [Clark]  Clifford,  "and 
then  you  come  in  here  and  tell  me  how 
anybody  could  have  read  those  cables 
and  not  known  there  was  an  attack  com- 
ing." He  proceeded  to  list  what  he  con- 
sidered to  have  been  other  warnings  of 
Japanese  intent.  Clifford  recalls  that  Tru- 
man knew  a  lot  about  the  amount  of 


scrap  iron  the  Japanese  were  buying  be- 
fore Pearl  Harbor.  The  new  President 
concluded  his  lecture,  according  to  Clif- 
ford, as  follows:  "If  we  had  had  some 
central  repository  for  information,  and 
somebody  to  look  at  it  and  fit  all  the 
pieces  together,  there  never  would  have 
been  a  Pearl  Harbor." 

— Tom  Braden, 
American  Heritage 

Encourage  Better 
Mousetraps 

I  am  neither  a  Republican  nor  antigov- 
ernment  nor  stagnant  cynic.  I  am  a  liber- 
al Democrat  who  believes  devoutly  in 
the  worth  and  common  sense  of  the  indi- 
vidual. In  my  judgment  the  largest  asset 
of  America  is  the  very  one  that  is  so 
easily  squandered.  It  is  the  enterprising 
entrepreneur,  the  risk-taker,  the  com- 
petitive antagonist,  the  builder  of  plants 
and  factories,  the  creator  of  new  enter- 
prises and  the  expander  of  old  ones,  the 
people  who  make  better  mousetraps, 
cheaper  and  faster. 

If  our  economy  is  not  strong,  we  will 
have  neither  the  zest  nor  the  vitality  for 
other  adventures,  however  useful  and 
attractive  they  may  be.  Our  economy  is 
strong  only  if  there  is  work  to  be  done 
and  jobs  to  be  filled.  And  there  is  work 
available  only  if  some  men  and  women 
have  the  zeal  and  courage  to  risk  their 
imagination,  their  energy — and  their 
capital — in  the  marketplace. 

— Jack  Valenti,  president. 

Motion  Picture  Association  of  America 

Dressing  Up  and  Down 

Angie  Dickinson,  TV  actress,  asked  if 
she  dresses  for  women:  'I  dress  for  wom- 
en— and  I  undress  for  men.  "       — Time 


tusiness  films.  When  your  demonstration  won't  fit  on  a  desk 


How  can  you  give  a  hardworking 
demonstration  winen  your  product  is  too 
big  to  carry  thirough  tine  office  door,  or  too 
expensive  to  cart  from  prospect  to  prospect? 

Ihe  answer  is  a  business  film— a 
portable  medium  that  pays  off  in  drama, 
impact  and  interest. 

Send  the  coupon  for  proof 


Send  me  your  20-page  booklet  with  important  ideas 
on  how  film  can  help  increase  sales.  Also  send  case 
histories  of  organizations  benefiting  from  cost- 
effective  uses  of  film. 

Name  

Title  

Organization  

Address  

Cify  State  Zip  


Business  films 
make  business  sense. 


Eastman  Kodak  Company,  Dept.  A-1064 
Rochester,  New  York  14650 


Introducing  the  all-new 1979 Mercury  Marq 

Science  helps  create  a  new  Marquis  standard  of  driving  comfort. 


The  most  scientifically 
engineered  Marquis  in  history. 

Science  contributed  extensively 
to  developing  the  new  Marquis. 
With  concepts  in  design.  Body  and 
frame  construction.  Steering.  Ride 
engineering.  Suspension  system. 
Interior  space.  Instrumentation. 
Luxury'  features.  In  total,  to  achieve 
a  new  Marquis  standard  of  driv- 
ing comfort. 

Read  how  it  compares  to  the  78. 

Not  just  more  beautiful. 
More  aerodynamic. 

Marquis'  beautiful  new  lines  and 
proportions  evolved  for  practical  as 
well  as  aesthetic  reasons.  They  were 
wind  tunnel-tested  and  refined. 
Door  handles  and  sail  mirrors  were 
integrated  to  the  overall  design.  The 
look  is  modem.  Uncluttered.  And 
distinctly  beautiful. 

More  spacious  in  almost 
every  dimension. 

Computer  analysis  has  helped  us 
give  Marquis  more  headroom,  leg 
room,  shoulder  room,  front  seat  hip 
room.  Seating  with  new,  deeper 


foam  in  cushions  and  seat  bj 
Doors  swing  open  wide.  On 
door  models,  the  rear  door  hi 
are  canted  for  easy  entry  and  e 

New  Command  Seating  ^ 
Position  for  driver.  fj 

The  driver's  seating  positior 
been  re-engineered  with  a  Ic 
hood  and  redesigned  glass  a: 
New  steering  column-mounted 
trols  put  such  operations  as  1 
headlamp  high  and  lowbe^ 
windshield  wipers  and  washe 
and  turn  signals  —within  conver 
reach  of  the  driver. 

New  maneuverability. 
More  responsive  steering 

Marquis  sedans  have  a  ne 
designed  rotary  valve  gear.  It  ^ 
the  steering  system  a  17:1  r; 


:  ced  from  22:1.  Result:  More 
■nsive  steering.  Marquis  has 
naneuverability  of  a  four  foot 
-1  turning  diameter. 

All-new  body  frame 
construction. 

ore  computer  analysis  was 
to  determine  stress  patterns 

lelp  design  new  configurations 
ody  and  frame.  And  the  tough 
./I  body  mount  tuning  was 
;  lated  by  computer  Entire  body 
i  frame  assemblies  are  dipped 

:( )iTosion-resistant  electrostatic 
i  er  bath. 

;  re -engineered  with  all -new 
I  suspension  geometry. 

ai"quis'  front  suspension  has  a 

long-and-short-arm  coil  spring 
ipi  with  front  stabilizer  bar.  And 

Iro-piercing"  precisely  aligns 
I  ension  and  frame  elements, 
,  producing  ride  geometry  of 

er  consistency. 


Corners  flatter,  takes  bumps 
and  dips  with  increased 
stability. 

Suspension  engineering  offers 
new  stability.  New  rear  four-bar  link 
suspension  features  axle -centered 
coil  springs  and  forward  mounted 
shock  absorbers.  With  larger  bush- 
ings at  all  suspension  points.  All 
contribute  to  Marquis'  ride  and  han- 
dling characteristics. 

Test  the  1979  Marquis. 
Experience  the  new  Marquis 
standard  of  driving  comfort  for  your- 
self. See  how  science  has  enhanced 
this  all-new  automobile.  Inside,  a 
luxurious  driving  environment  is 
created  with  new  materials  and 
technology.  Floor  absorbers  are  now 
bonded  to  one-piece  molded  carpet- 


fold  and  water  pump.  A  variable 
venturi-carbureton  And  accelera- 
tion of  0  to  50  mph  in  10.2  seconds. 
See  the  kind  of  performance  you 
can  get.  And  your  Marquis  can 
have  these  new  optional  luxury 
features. 

•  Electronic  AM/FM  search  radio 
with  Quadrasonic  8  track  tape 
player.  Has  electronic  crystal 
tuning. 

•  Electronic  time/date  clock  with 
digital  readouts  for  elapsed  time. 

•  Speed  control.  New  "resume"  fea- 
ture lets  you  return  to  selected 
speed. 


ing.  New  steel  flex-o-lator  springs 
beneath  the  front  seat  cushion  give 
comfort  and  support.  Marquis'  deep 
well  trunk  has  21.6  cubic  feet  of 
load  space.  The  design  permits  load- 
ing of  luggage  and  grocery  bags, 
stowed  upright.  Under  the  hood  is 
a  5.0  liter  (302  CID)  engine,  ready 
for  action.  This  standard  engine 
features  aluminum  intake  mani- 


Marquis  Brougham  2-dn 

Improvements  in  many 
minute  details. 

In  many  systems,  major  and 
small,  we  have  achieved  numerous 
improvements  which  have  created  a 
dramatically  outstanding  Marquis 
for  1979. 


A  new  Marquis  standard  of  driving  comfort. 

MERCURY  MARQUIS 


LINCOLN-MERCURY  DIVISION 


To  help  fulfill  the  financing 
needs  of  a  company  like 
International  Harvester,  a  man 
must  be  a  true  global  manager. 


Since  1851,  International  Harvester 
has  been  a  vital  force  in  world  markets. 

Today,  with  new  growth  opportunities 
overseas,  the  company  has  re-focused 
on  the  international  scene. 

To  help  direct  the  financing  and 
financial  services  required, Vice  Presi- 
dent and  Treasurer  Frank  Milnor  has 
to  be  as  multinational  minded  as  his 
company. 

So  must  hisChemical  Banker,  Denny 
Baird. 

International  Harvester  employs 
many  financial  institutions.  But  the 


IH-Chemical  Bank  relationship  has 
been  buttressed  by  the  fact  that  both 
enjoy  a  strong  physical  presence 
throughout  the  world. 

So  when  Milnorand  histeam  sawan 
overseas  need,  Baird  and  his  team 
could  provide  quick  response.  With 
financing  for  IH's  exports  to  Iran, 
Colombia,  Turkey  and  Venezuela.  With 
lines  of  credit  for  IH's  subsidiaries  in 
Canada  and  the  U.K.  And  with  foreign 
exchange  assistance  out  of  Chemical 
Bank's  Zurich  office. 

At  the  same  time,  domestic  needs 


haven't  been  neglected.  Recently, 
competitive  pricing  and  fast  turn- 
around have  helped  Baird  furnish  a 
multimillion  dollar  financing  packag 
for  the  International  Harvester  Cred 
Corporation. 

While  theirs  is  a  professional  rela- 
tionship, Milnorand  Baird  will  tell  yo 
that  it's  also  personal  and  rewarding 
That's  what  usually  happens  when 
corporate  officers  get  together  with 
Chemical  bankers.  And  what  results 
bottom  line  benefits  for  both  the 
company  and  the  bank. 


CkmicalBainv 

Main  Office:  20  Pine  Street,  New  York,  New  York  10005.  Abidjan,  Bahrain,  Beirut,  Birmingham,  Bogota,  Brussels,  Buenos  Aires,  Cairo, 
Caracas.  Channel  Islands,  Chicago,  Dubai,  Edinburgh,  Frankfurt,  Hong  Kong,  Jakarta,  London,  Madrid,  Manila,  Mexico  City,  Milan,  Monroe 
Nassau,  Paris,  Rio  de  Janeiro,  Rome,  San  Francisco,  Sao  Paulo,  Singapore,  Sydney,  Taipei,  Tehran,  Tokyo,  Toronto,  Vienna,  Zurich. 


Forbes 


Inflation:  Why  Doesn't 
Somebody  Do  Something? 

It  may  not  much  matter  what  the  Administration  does 
about  rising  prices.  Inflation  may  be  on  the  verge  of  slowing 
on  its  own — with  cautious  help  from  Bill  Miller's  Fed. 


While  the  Administration  debates  what 
to  do  about  inflation  and  while  the  press 
is  stumbhng  over  itself  tr\ing  to  guess 
what  the  Administration  will  or  won't  do, 
the  Federal  Reserve  System  struggles 
virtually  alone. 

Jawboning?  Arm -twisting Legal  con- 
trols? Patriotic  guideUnes?  Do  these 
really  matter  if  Congress  and  the  Admin- 
istration continue  giving  inflationary 
handouts  to  special  interest  groups  like 
farmers  and  businessmen  and  insist  on 
cutting  taxes  far  more  than  the  size  of  the 
federal  deficit  should  permit? 

Given  the  nature  of  the  democratic 
political  process  ('"democratic  with  a 
small  d;  Republican  politicians  like  Sena- 
tor Robert  J.  Dole  of  Kansas  are  as  guilty 
of  inflationarx  handouts  as  any  liberal 
legislator^,  it  is  unhkely  that  an  effective 
anti-inflationar>  policy  can  come  out  of 
elected  officials.  Which  leaves  the  job  to 
the  Fed — which  doesn  t  run  for  reelec- 
tion. And  a  tough  job  it  is.  If  the  Fed 
doesn  t  squeeze  hard  enough,  it  gets 
blamed  for  rising  prices;  if  it  squeezes 
too  hard,  it  gets  blamed  for  causing  a 
recession. 

How  much  pressure  is  enough? 
Forbes  Economics  Editor  Ben  W  eber- 
man  put  the  question  to  Federal  Reserve 
Board  Chairman  G.  William  Miller.  Re- 
phed  Miller:  "We  don  t  have  any  differ- 
ent problem  than  we  have  had  all 
along — that  is,  how  to  starve  credit  with- 
out triggering  recession." 

The  Fed  continues  to  ratchet  interest 
rates  higher.  Does  this  mean  inflation  is 
getting  out  of  control?  Not  necessarih  — 
probably  not,  in  fact.  The  economy  is 
like  a  large  ship:  It  does  not  respond 
immediateK  when  the  helmsman  moves 
the  wheel.  That  is  why  Miller  is  putting 
up  interest  rates  in  small  twists.  He  does 
not  want  to  turn  the  economy  so  sharpK 
that,  when  it  comes  around,  it  reverses 
into  recession. 

Miller  s  monetarist  critics  say  he  is  not 
squeezing  hard  enough.  The  money  sup- 
ply continues  to  outrun  the  usual  guide- 


lines. The  most  narrowK-  defined  stock  of 
money.  M-1,  which  consists  of  demand 
deposits  and  currency  in  circulation,  ex- 
panded at  a  10%  rate  in  August  and 
September,  well  above  a  targeted  4%  to 
89c  two-month  growth  path.  The  growth 


G.  William  Miller 


Wont  shoot  from  the  hip. 

comes  to  more  than  8%  for  a  fiill  year, 
substantially  higher  than  the  4%  to  6¥i7c 
annual  growth  path. 

Even  more  alarming,  consumer  credit 
has  reached  towering  heights.  Install- 
ment credit  was  expanding  at  a  845  bil- 
hon  annual  rate  during  the  second  quar- 
ter, a  substantially  faster  pace  than  the 
831  biUion  last  year  or  the  818  billion 
annual  average  over  the  past  five  \  ears. 
The  consumer  was  going  deeply  into  the 
hole  on  home  mortgages,  racking  up 
debt  at  a  8100-billion-a-year  annual  pace 
ever  since  mid-1977.  Pre\iously,  any- 
thing more  than  850  biUion  a  >  ear  w  as 
considered  extraordinary  . 


Is  the  consumer  s  debt  burden  too 
great?  Or  has  the  consumer's"  ability-  to 
handle  debt — given  the  enhanced  value 
of  his  home,  for  example — simply  in- 
creased? Nobody  is  sure.  Miller  points 
out,  and  so  the  Fed  must  feel  its  way,  not 
move  dogmatically. 

"The  Fed  has  to  learn  the  new  thresh- 
olds of  debt,  '  he  says,  "but  we  have  to  do 
so  with  caution.  " 

This  explains  why  Miller  has  been 
tightening  credit  in  small  stages  rather 
than  in  dramatic  sweeps,  but  overall  the 
Fed  s  tightening  has  been  tough:  The 
federal  fiands  rate — the  cost  to  banks  of 
overnight  loans  fi"om  other  banks — has 
risen  fi"om  a  low  point  of  4.625%  in  Feb- 
ruary 1977  to  a  current  8.625%. 

And  still  credit  has  increased,  even 
with  the  prime  rate  already  approaching 
the  politically  sensitive  10% — up  fi-om 
6.25%  in  early  1977. 

Why  hasn  t  this  big  increase  in  inter- 
est rates  slowed  credit  more?  In  part 
because  of  inflationary  expectations.  No 
one  regrets  paying  10%  interest  for  a 
three-y  ear  loan  if  the  inflation  rate  over 
that  period  is  going  to  be  7%  per  year; 
the  "real "  interest  rate  is  only  3%.  But 
nobody  w  ants  to  bring  down  inflationary 
expectations  with  the  land  of  medicine 
the  economy  took  last  time:  the  1973-75 
recession  that  was  the  longest  and  deep- 
est since  the  Depression  of  the  early 
1930s.  "We  have  endeavored  to  restrain 
the  economy  more  evenly  this  time, ' 
MiUer  went  on.  "  In  the  past  the  Fed 
clobbered  hpusing  and  clobbered  every  - 
thing around  it.  Many  small  builders  and 
suppUers  faced  bankruptcy  ,  ^^  e  don  t 
want  that  to  happen.  " 

But  isn  t  MiUer  worried  that  his  gradu- 
al tightening  hasn  t  produced  the  desired 
slowing  of  money  supply? 

Say  s  the  Federal  Reserv  e  chairman:  "  I 
am  more  disappointed  than  upset.  We 
started  to  restrain  four  or  five  months 
ago  and.  with  the  traditional  lag  between 
a  pohcy  change  and  when  it  impacts  the 
economy  ,  we  should  have  been  seeing 


more  rt'sults  than  are  appart-nt. 

"We  have  to  have  considerable  nerve 
and  courage  under  the  circumstances, 
not  to  go  out  and  do  hip  shooting,  but  to 
follow  a  prudent  course  of  pulling  in 
credit  in  a  long-term,  stead),  consistent 
dependable  action. 

\Miile  \var\  of  making  predictions. 
Miller  clearK  thinks  that  the  econom\ , 
like  a  big  ship,  is  finalK  beginning  to 
turn  in  the  desired  direction.  The  num- 
bers, to  be  sure,  still  lot)k  bad.  but  busi- 
ness ps\cholog\  is  in  process  of  change, 
with  fear  of  recession  beginning  to  re- 
place fear  ol  inflation. 

Some  strong  signals  suggest  that  the 
econom\  and  the  demand  for  credit  are 
already  slowing. 

For  example.  Leiand  S.  Prussia,  vice 
chairman  and  treasurer  of  BankAmerica 
Corp..  believes  that  the  consumer  is 
about  to  retrench.  Prussia  is  not  alone  in 
these  beliefs.  Ja\  A.  Levine  and  MariK  n 
Siegel.  seasoned  economists  with  Sears, 
Roebuck  &  Co..  follow  consumer  credit 
cIoseK.  Their  conclusion;  "It  appears 
that  supportable  limits  to  net  credit  ex- 
tensions have  now  been  reached.  VN'e  are 
projecting  that  net  credit  extensions  will 
soon  begin  slipping  relative  to  income 
and  contiinu'  to  decline  for  several  (luar- 
tcrs  ahead 

\\  ith  that  consuincr  slo\vck)wn  in  pros- 
pect, it  is  eas\  to  understand  wh\  the 
Citibank  Economic  Week  newsletter  can 
conclude  that  '  the  marked  slowing  in 
planned  corporate  capital  outlays 
through  the  remainder  of  1978  suggests 
even  smaller  increases  next  year.    If  the 


consumer  isn  t  bu\  ing,  business  won  t  be 
spending. 

This  growing  timidity  among  business- 
men is  clearly  reflected  in  the  national 
data  for  the  commercial  banking  s\  stem. 
They  show  a  marked  shift  in  the  iuo\e- 
ment  of  credit  since  the  end  of  last  .\la\ 
Until  then,  the  husitie.ss  loan  categor\ 
was  expanding  rapidK  at  banks  outside 
of  Xew  York  Cit\ . 

In  the  past  three  months,  demand  for 
business  credit  has  slowed  markedk  — 
and  "mysteriously."  according  to  the 
bank  anaK  sis  group  at  the  Baltimore  se- 
curities firm  .Alex.  Brown  &  Sons. 

The  slowdown  is  no  m\ster\  to  the 
Federal  Reserxc  Bank  of  Philadelphia. 
Businessmen  in  its  district  in  increasing 
numbers  are  "anticipating  a  decline  in 
activity  a  half  \ear  ahead."  CurrentK  . 
according  to  the  Philadelphia  Fed  anaK  - 
sis. "The  bears  account  for  30'^  of  all 
sur\e\  participants. 

This  changing  attitude  explains  wh\ 
banks  outside  of-  New  York,  which  hat! 
been  boasting  of  commercial  and  indus- 
trial loan  growth,  have  seen  it  fall  from 
26.1%  annual  rate  between  Januar\  and 
Ma\'  to  onK  4.3%  since  then.  In  short, 
the  econonn  has  continued  to  expand 
and  credit  demand  to  grow  onl\'  because 
of  consumer  spending.  This.  too.  ma\  be 
about  to  les  el  off. 

It  is  normal  in  an  expanding  econom\ 
for  countr\'  banks"  business  clients,  with 
only  marginal  working  capital  positions, 
to  run  out  of  cash  first.  The\  are  not  very 
liquid  and  need  mone>  for  in\entories 
and  accounts  recei\able  in   the  earl\ 


stages  of  a  business  cv  cle.  Later  on.  the 
giant  corporations  run  out  of  funds  as 
they  expand.  They  turn  to  the  big  banks 
for  support.  The  money  center  institu- 
tions— which  include  the  largest  New- 
York  and  Chicago  banks  as  well  as  the 
Bank  of  America — are  called  on  b>  re- 
gional correspondent  banks  and  bs  the 
blue  chip  companies  for  financial  aid. 

It  is  not  at  all  working  out  that  way  this 
time  around.  Big  companies  are  not 
short  of  mone\'.  Even  smaller  busine  s- 
men  have  not  demonstrated  a  substantial 
hunger  for  external  financing.  The  big 
New  York  and  Chicago  and  West  Coast 
banks  ha\  e  plent\  of  idle  lending  capac- 
ity. This  m  itself  should  give  pause  to 
those  people  who  think  credit  is  expand- 
ing too  fast. 

It  could  well  be  that  the  econom\  is  at 
the  kind  of  crossroads  it  reached  late  in 
1974.  Remember':'  President  Gerald  R. 
Ford  held  an  economic  "summit"  of  big- 
name  businessmen,  bankers  and  econo- 
mists to  achie\e  a  consensus  on  how  to 
"WIN  against  inflation.  Fed  Chairman 
Bill  Miller  remembers  it  well.  ""W  ithin 
three  months."  Miller  recalls,  ""cvers- 
bod\  was  being  asked  how  to  reflate,  not 
how  to  deflate.' 

Miller  is  clearK  hoping  that  we  are  at 
or  near  such  a  turning  point  toda\.  But 
He  wants  to  make  certain  that  his  board 
doesn  t  push  the  econom\'  too  far  in  the 
opposite  direction.  It  s  an  awesome  re- 
sponsibilitA  our  democrac)  puts  on  the 
Fed  chairman,  and  this  one  is  not  anx- 
ious to  have  the  historx  books  talk  about 
a  "Miller  Recession  of  1977."  ■ 


 Texas  Vs.  Si  Phillips 

The  canny  chairman  of  Central  &  South  West  Corp.  wants  to  get  Texas 
into  the  national  electric  grid — and  C&SW  into  some  of  its  cheap  power. 


SiL.\s  Bent  Phillips  Jr..  63.  the  white- 
haired  chairman  of  SI. 2  billion  (rev- 
enues) C^entral  &  South  West  Corp.,  the 
Dallas-based  electric  utilities  holding 
conipau)-.  is  a  cann\'  customer  indeed.  If 
he  has  his  way,  he  is  going  to  bring 
Texas,  electrically  speaking,  into  the 
Union.  He  wants  to  interconnect 
C&SW's  operating  utilities  throughout 
154,000  Scjuare  miles  of  Texas,  Oklaho- 
ma. Louisiana  and  Arkansas. 

So  what':"  Just  this:  B\  so  dcniii;.  I'hil- 
iips  will  connect  Texas  electrical  grid, 
for  the  first  time,  to  the  outside  world. 
B\  his  reckoning  that  will  mean  around 
S2  billion  in  cost  savings  to  C&SW  and 
other  utilities  over  the  next  15  years. 

The  stakes  are  so  high  because,  with 
the  disappearance  of  cheap  natural  gas, 
the  economics  of  power  in  the  Southw  est 


ha\e  changed  profoundU  The  logic  of 
cheap  gas  had  dictated  small  power 
plants  hooked  into  gas  lines  and  located 
near  users.  With  utilities  going  for  coal 
in  Wyoming  and  building  nuclear  reac- 
tors at  huge  costs,  the  size  of  power 
plants  has  increased  geometricalK . 
C&SW  must  spend  S2.8  billion  in  the 
next  five  \  ears  for  new  generating  plants, 
for  example,  and  other  big  pow  er  compa- 
nies face  comparable  bills. 

But  Texas  Utilities  Co..  which  ser\es 
the  Dallas-Ft.  Worth  area  and  is  one  of 
the  two  largest  power  companies  in  Tex- 
as, is  ahead  of  the  game  because  it  began 
development  of  lignite  deposits  in  east 
Texas  >ears  ago.  This  \ear,  half  of  its 
generation  comes  from  40-cent-per-mil- 
lion-BTU  lignite.  C6cSW.  b\  contrast,  is 
still  96%  dependent  on  natural  gas  for 


which  it  pa\s  several  times  as  much.  Si 
Phillips'  compan\  has  almost  no  long- 
term  contracts  for  cheap  gas  still  in  force. 
Houston  Lighting  &  Power,  another  big 
Texas  pow  er  companv .  can  t  match  TU 
in  lignite  but  it  still  has  cheap  gas  con- 
tracts. Result:  C6cSW"s  fuel  costs  are 
some  50%  above  those  of  TU  and  HL&P. 

Understandably,  the  two  big  Texas 
companies  see  Si  Phillips  maneuver  to 
hook  up  their  in-state  power  grid — in 
which  some  of  his  C&SW  companies 
share  (see  map^ — with  his  out-of-state 
companies  as  a  think  disguised  reach  for 
their  sources  of  cheaper  pow  er  genera- 
tion. In  fact.  Phillips  sees  a  large  part  of 
that  S2  billion  in  cost  savings  coming 
from  just  that — C&SW's  abilit>  to  draw 
pofrom  lower-cost  sources. 

When  gas  was  cheap.  Phillips  custom- 
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The  Trail  North 

From  the  tip  of  Texas  to  the  Oklahoma  grasslands. 
Central  &  Southwest's  territory  both  flanks 
utilities  serving  Dallas  and  Houston  and 
extends  beyond  them.  In  consolidating  its  own 
system,  C  &  SW  links  Texas  to  the  north. 
And  that  means  trouble. 


Area  served  by  Central 
&  Southwest  System 


(  IS  could  not  have  cared  less  that 
( .&S  W's  Texas  operating  companies  re- 
mained unconnected  with  those  in  ad- 
loiiiing  states.  But  when  prices  started 
i^oing  up,  some  of  C&SW's  Oklahoma 
(  ustomers  complained  to  the  Securities 
(S:  Exchange  Commission  that  the  com- 
pany was  in  violation  of  the  Public  Utility 
fiolding  Co.  Act  of  1935  because  its  op- 
erating parts  were  not  connected. 
Shrewd  Si  Phillips,  a  veteran  now  of  41 
years  in  the  utility  business,  was  n((t 
exactK'  horrified  by  this. 

He  saw  an  opportunity,  with  the 
SEC's  help,  finall>  to  unite  all  of  his 
holding  company  s  operations  and  there- 
fore complete  the  modernization  of 
C&SW  which  he  had  begun  in  1967.  He 
decided  to  give  the  process  a  push,  and 
on  May  4.  1976  he  sent  a  surge  of  power 
across  the  border  from  one  of  his  operat- 
ing companies  in  west  Texas  to  one  in 
Oklahoma. 

All  hell  broke  loose.  Phillips'  west 
Texas  operating  compaiu  was  linked  with 
TU  and  HL&P  in  the  in-statc>  Texas 
power  grid.  By  coimecting  his  ovv  n  coni- 
pan\  to  Oklahoma,  he  connected  them  as 
well  and  brought  the  big  Texas  companies 
into  interstate  commerce,  which  means 
regulation  by  the  federal  government. 
And  they  weren't  having  any  of  that.  TU 
and  HL&P  immediately  severed  all  con- 
nections with  C&SW.  The  two  years 
since  have  been  filled  with  legal  proceed- 
ings in  the  Securities  &  Flxchange  Com- 
mission, the  Federal  Energy  Regulatorv 
Commission  the  U.S.  Supreme  Court, 
three  Texas  courts  and  the  Texas  Public 
Utilities  Commission.  Lately  the  Justice 
Department  has  entered  the  arguinent, 
in<juiring  whether  the  big  Texas  compa- 
nies are  not  violating  antitrust  laws 
by  attempting  to  prevent  the  sale  of 


V  

electricity  in  interstate  commerce. 

The  conclusion  of  this  fight  is  far  from 
foregone.  The  issue  may  finally  be  re- 
solved by  a  $1.7  billion  nuclear  power 
plant  being  built  in  south  Texas,  in 
which  C;&SW  is  a  25%  partner.  It  would 
be  diflicult,  with  the  Justice  Department 


 ' 

looking  directly  at  that  project,  for  its 
partners  to  deny  C&SW  the  right  to  ship 
the  power  it  gets  from  it,  beginning  in 
1981,  to  its  interstate  companies.  'I"he 
odds  favor  Si  Phillips  getting  his  way 
eveiitualK,  perhaps  even  before  he  re- 
tires on  Mar.  1 ,  1980.  ■ 


Trammell  Crow's  Fashions 


It  may  lack  the  glamour  and  the  pizzazz  of  New  York's  Seventh  Avenue, 
but  the  Dallas  Apparel  Mart  is  some  people's  idea  of  a  buyers'  market. 


Is  IT  JUS  I  one  of  Dallas  ri'al  estate  devel- 
oper Trammell  Crow  s  white  elephants'^ 
For  305  da\  s  of  the  year,  the  83  acres  of 
parking  lot  are  deserted  and  the  Dallas 
.\pparel  Mart  looks  like  just  another 
warehouse  oft  Interstate  35.  Inside,  th',* 
place  is  even  more  desolate — bare  of  the 
l)oxes  and  crates  you'd  find  in  the  aver- 
age warehouse.  The  only  hint  of  chic  to 
( ome  is  a  blue-jeaned  model  or  two  lug- 
ging her  portfolio  into  the  modeling 
agency  tucked  away  in  the  back  of  the 
Mart  s  cavernous  Great  Hall. 

But  those  other  60  days  a  year  prove 
that  Crow,  a  64-year-old  Texas  tycoon. 


may  lack  a  sense  of  style,  but  has  a  sure 
sense  for  where  fashion  wants  to  buy. 
Thirteen  times  a  year  the  1.3  million 
sciuare  foot  Mart  gives  itself  over  to  a 
frenzy  of  buying  and  selling,  hawking 
and  haggling. 

This  year  over  70, 000  retail  buscrs 
from  50  states  and  30  countries  will  gam- 
ble $1.75  billion  that  the\  have  guessed 
correctly  what  their  customers  back 
home  will  want  to  wear.  Eight  thousand 
manufacturers  from  all  over  the  country 
now  think  it  s  important  to  show  their 
goods  during  Dallas  market  days.  Even 
the  top  designers  from  New  York  send 


samples  lor  the  retail  stores  that  (  atcr  to 
the  fashion-conscious  rich. 

What  s  going  on  in  Dallas  is  part  of  a 
broad  and  fundamental  change  in  the 
way  Americans  buy  and  sell  clothing  at 
the  wholesale  level.  There  is  no  such 
thing  as  a  national  wholesale  market  any- 
more, says  William  E.  C^ooptT,  head  of 
the  Dallas  Markil  (Center.  Regional  ap- 
parel marts  have  begun  to  flourish  not 
omK  in  Dallas,  but  in  Los  Angeles  (which 
ties  Dallas  in  volume  of  sales),  (Jhicago 
and  Atlanta.  The  marts  provide  conve- 
nient outlets  for  New  York  and  foreign 
manufacturers  who  have  recognized  that 


there  s  great  wealth  and  increased 
awareness  of  fashion  beyond  the  Hudson 
River.  In  addition,  the  regional  marts 
provide  a  good  distribution  center  for 
smaller  manufacturers  springing  up 
across  the  c-ountr>  who  aren  t  big  enough 
or  profitable  enough  to  take  on  the  com- 
petition in  New  York. 

Crow  got  the  idea  of  a  regional  market 
after  World  War  II.  but  he  couldn  t  get 
investors  interested  until  the  early  SL\- 
ties.  Finally,  in  1964.  along  with  John 
and  Storey  Stemmons.  two  wealthy  Dal- 
las landholders,  he  built  the  Mart  as  a 
regional  answer  to  New  York  s  Seventh 
Avenue.  They  reasoned  that  if  the> 
ct)uld  get  the  New  York  manufacturers  to 
show  their  goods  in  Dallas,  buyers  for 
retail  stores.  especiall>  the  smaller  ones 
who  operate  on  a  tight  budget,  would  be 
onl\  too  happy  to  slap  the  expense,  time 
and  general  hassle  of  the  semiannual  trip 
to  the  East. 

It  took  time,  but  it  turns  out  they 
reasoned  right.  Almost  three  times  as 
many  buyers  came  to  look  at  ladies . 
children  s  and  men's  clothing  this  >  ear 
than  did  ten  years  ago.  .\11  the  1.500 
showrooms  Crow-  rents  for  an  average  of 
S9.50  per  square  foot  per  year — market 
da>  s  or  not — are  full\  leased  b\  manufac- 
turers or  their  sales  representatives.  To 
keep  up  with  the  influux.  Crow  (who 
bought  the  Stemmons  out  in  the  earb 
Seventies^  has  expanded  the  Apparel 
Mart  twice  alread\  and  is  now  building 


Fashion  shcni  at  Dallas  Apparel  Mart 


Will  it  sell  to  the  folks  back  home? 

an  additional  t\vo  new  stories. 

Among  buyers  and  manufacturers. 
Dallas  is  known  as  the  fashion  forum  for 
Middle  America.  People  come  down 
here,  says  N'ictor  Costa,  a  Dallas  design- 
er, "to  get  a  taste  of  what  little  Miss 
Consumer  wants.  And.  since  Dallas 
shows  are  held  in  advance  of  those  in 
New  York — for  instance,  spring  fashions 
come  to  Dallas  late  this  month;  while 


New  York  has  to  wait  till  November  to 
get  its  first  hint  of  spring — bu\ers  who 
ma\  also  shop  other  markets  go  to  Dallas 
to  see  what  s  selling. 

"Dallas  is  somew  hat  to  the  fashion  side 
ot  dead  center.  sa\s  Marvin  Segal,  head 
of  the  Southwest  .\pparel  Manufacturers 
.\ssociation.  a  man  whose  look  and  lan- 
guage are  strictly  Seventh  .\venue  al- 
though he  s  spent  the  last  30  years  in 
Texas.  Not  for  Dallas  are  the  see-through 
plastic  jeans  that  are  popular  on  the 
W  est  Coast,  nor  is  there  a  lot  of  interest 
in  the  hunchback  padded  shoulders  that 
a  New  York  model  might  wear  to  be 
noticed  on  a  crowded  street  The  Octo- 
ber fashion  show  will  feature  "queen 
sizes" — outfits  that  fit  firom  size  IS  to  58. 
Not  even,  buyer  s  customer  back  home 
is  a  perfect  size  S. 

But  fashion  is  creeping  into  the  Mart, 
as  the  Sunbelt  gains  in  sophistication  as 
w  ell  as  wealth.  Houston,  along  with  Dal- 
las and  the  other  booming  cities,  is  a 
retail  delight,  and  clusters  of  price\  bou- 
tiques in  the  fashionable  areas  are  now 
interested  in  getting  their  fair  share  of 
designer  labels. 

Four  \ears  ago.  MoUie  Pamis,  whose 
elegant  evening  wear  retails  for  up  to 
S3. 000  a  dress,  was  one  of  the  first  New 
York  designers  to  show  her  samples  at 
the  Dallas  market.  Since  then,  practic-al- 
K  all  the  designer  labels  can  be  seen  and 
bought  at  wholesale  under  one  roof  off 
Interstate  3-5. 

\\  hich  isn  t  to  say  designers  are  all 
that  happy  about  coming  to  Dallas.  For 
one  thing,  it  means  the>  have  to  stitch 
up  more  samples.  For  another,  the 
showrooms  look  Hke  barren  closets  com- 
pared to  the  ultra-chic  of  those  on  Sev- 
enth Avenue.  And  the  Great  Hall,  w  here 
designers  pay  models  S60  per  outfit  to 
show  their  clothes,  is  an  overwhelming 
structure  which,  while  managing  to 
evoke  both  the  gothic  and  the  spac^  age, 
lacks  sophistication.  "There  s  no  wa\  we 
can  show  our  clothes  as  w  ell  in  Dallas  as 
we  can  in  New  York,  says  Jerome 
Lchin,  a  \ice  president  for  Halston 
Originals  "But,"  he  adds,  perking  up, 
"  they  buy.  Last  year  we  sold  half  a  mil- 
lion dollars  w  orth  there  w  e  w  ouldn  t 
ha\  e  otherwise. 

The  -Apparel  Mart  is  not  even,  buyer  > 
tup  of  tea.  either.  ""It  s  boring,  c-om- 
plains  Mickey  Rosmarin.  owner  of  Toot- 
sies, a  fashion  store  in  Houston  speciahz- 
ing  in  "  progressive  clothing.  Says  an- 
other. "  It  s  like  a  carwash.  You  go  into 
those  showrooms  with  two  or  three  peo- 
ple piled  in  back  of  you.  And.  of  course, 
buyers  for  the  chains  and  large  depart- 
ment stores  still  go  to  New  York  to 
search  for  something  new . 

But  for  all  those  70,000  buyers  who 
just  want  to  dress  their  customers  in 
sty  le,  if  not  ahead  of  it.  Trammell  Crow  's 
w  arehouse  approach  to  fashion  makes  a 
lot  of  sense.  ■ 
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Pan  American: 
Coming  Home 

As  the  U.S.'  international  position  has  weakened,  so  has 
Pan  American  World  Airways'  ability  to  survive  as  a  pure- 
ly international  carrier.  That's  the  sad  but  inescapable 
reality  behind  the  proposed  National-Pan  Am  merger. 


By  JAMES  COOK 

"I'm  not  predicting  $100  million  in 
earnings  for  this  year,  but  we  clearly 
ought  to  aim  for  it,"  says  Pan  Ameri- 
can World  Airways,  Inc.'s  Chairman 
and  Chief  Executive  William  T.  Seawcll, 
60.  Most  analysts  think 
Seawell  is  being  too  modest. 
Goldman,  Sachs  &  Co. 
highly  regarded  airlines  an- 
alyst, Michael  Armellino 
thinks  Seawell's  Pan  Ameri- 
can will  net  $115  million  for 
all  of  1978 — enough  to  put 
Pan  Am  once  again  among 
the  industrv's  four  biggest 
moneymakers. 

This  will  be  Pan  Am's  sec- 
ond year  in  the  black  after 
an  eight-year  string  of  losers 
in  which  its  stockholders 
etjuity  dwindled  by  more 
than  50%  and  the  company 
came  within  a  hairsbreadth 
of  bankruptcy. 

The  price  paid,  however, 
was  horrendous.  In  order  to 
raise  badly  needed  capital, 
Seawell  had  to  issue  deben- 
tures convertible  into  com- 
mon stock,  most  of  them  at 
such  a  low  price  that,  if 
they  were  converted.  Pan 
Am's  common  capitalization 
would  be  97.9  million 
shares  vs.  just  34  million  as 
recently  as  a  decadi-  ago.  Seen  this  way, 
Pan  Am's  record  1978  earnings  come  to 
just  $1.50  per  share  fully  diluted. 

Seawells  accomplishment  neverthe- 
less is  almost  brcathtakingly  impressive. 
At  a  time  when  most  carriers  were  hard 
put  to  match  the.  operating  profit  mar- 
gins of  a  decade  ago.  Pan  Am's  by  last 
year  had  recovered  to  13%,  only  3  points 
below  1968.  By  contrast,  those  of  both 


American  Airlines,  Itic.  and  Trans  World 
Airlines,  Inc.  had  narrowed  by  half 

Pan  Am  is  a  far  sturdier,  if  somewhat 
smaller,  company  than  it  was  a  decade 
ago.  "We  had  to  regroup,  "  says  Seawell, 
"and  in  effect  we  cut  the  company  by 
about  25% — in  terms  of  its  route  struc- 


Pan  American' s  William  T.  Scatvc, 


The  challenge  comes  from  U.S.  carriers  going  overseas 


ture  and  markets.  But  at  the  same  time 
we  brought  in  new  services,  and  those 
have  fared  well,  so  we  have  strength- 
ened our  position  in  other  markets." 

In  terms  of  its  transport  revenues.  Pan 
Am,  with  $2.2  billion  in  prospect  this 
year,  remains  the  world's  largest  interna- 
tional air  carrier  and  the  third  largest  of 
any  sort  (after  United  Airlines  and  TWA) 
in  the  world.  It  s  triinnicr  and  more  effi- 


cient, one  of  the  most  efficient  airlines  in 
the  world,  and  more  fully  in  tune  with 
the  character  of  the  time.  It's  even  a 
more  stable  airline,  dependent  upon 
business  travel  for  50%  of  its  traffic,  vs. 
only  30%  in  1970.  And  as  Seawell's  re- 
structuring has  taken  hold.  Pan  Am  final- 
ly last  year  even  made  a 
moderate  0.8  percentage 
point  gain  in  its  market 
share,  the  first  real  gain 
within  memory.  Pan  Am's 
debt  load  is  still  a  top-heavy 
68%  of  its  capitalization  but 
a  large  proportion  of  that 
consists  of  those  convertible 
debentures  that,  when  con- 
verted, would  reduce  Pan 
Am's  debt  load  to  30%. 

But  Seawell  is  acutely 
aware  that  Pan  American's 
current  prosperity  is  as 
much  a  conse(juence  of  the 
current  boom  in  air  travel 
produced  by  new  lower 
fares  as  it  is  of  the  recon- 
struction of  the  company. 
Any  slump  in  traffic  could 
undo  much  that  Seawell  has 
accomplished.  He  is  confi- 
dent air  travel  demand  will 
continue  to  grow,  but  Pan 
Am's  vulnerability  inakes 
him  uneasy  all  the  same. 
"Our  traffic  has  surged,  "  he 
s^ys.  "But  the  average  price 
per  mile  we  receive  from  a 
is  less  than  it  was  last 
If  you  really  had  a  drop  in 
traffic,  your  revenue  per  airplane  mile 
would  start  dropping,  and  you  would 
really  be  in  a  stiueeze.  We're  trying  to 
counter  that  in  light  of  the  inflation  in 
our  costs  by  trying  to  get  some  selective, 
modest  price  increases  overall.  " 

So  if  Pan  American  is  once  again  sol- 
vent and  reasonably  prosperous,  it  has 
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Competitive  Threat 


Pan  American  is  still  the  dominant  American  carrier  in  the  booming 
international  3ir  transport  market .  .  . 
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.  .  .  But  the  U.S.  domes^  trunk  lines  have  been  coming  up  fast, 
making  gains  mainly  at  Pan  American's  expense.  And  what  has 
happened  so  far  is  certainly  just  the  beginning. 
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become  so  in  an  entireK  different  envi- 
ronment from  that  which  made  it  the 
world's  great  international  airline.  N\"ith 
its  ne%%found  commitment  to  deregula- 
tion, the  U.S.  government  now  actively 
encourages  greater  competition,  lower 
fares,  easier  entn.-  into  new  markets, 
fewer  restrictions,  and  Congress  will  al- 
most certainly  soon  enact  this  commit- 
ment into  law. 

The  Civil  Aeronautics  Board  is  trying 
to  open  up  the  world  market  to  U.S. 
airlines,  so  it  is  prepared  to  open  up  the 
U.S.  to  their  foreign  competitors,  and 
that  can  only  mean  increased  competi- 
tion at  more  and  more  U.S.  cities.  Pan 
Am  argues  futilely  that  the  international 


market  cannot  be  deregulated — it  is  too 
heavily  under  government  control — but 
its  protests  have  fallen  on  deaf  ears.  The 
result  is  that  as  its  market  dominance 
diminishes,  it  remains  under  attack  ev- 
er\-\vhere.  from  virtualK  even.'  competi- 
tor who  enters  the  market. 

Seawell.  then.  shrewdK  assa>ing  the 
situation,  regards  1978  as  not  so  much  a 
turnaround  as  a  breathing  spell. 

Given  half  a  chance.  Pan  American  has 
always  been  able  to  outdistance  most  of 
its  foreign  rivals.  But  now  it  faces  not 
simpK  new  foreign  competition  but  also 
high-powered  competition  in  its  best 
markets  from  both  the  U.S.  trunk  lines 
and  the  nonscheduled  airlines  as  well. 


Last  year  Delta  Air  Lines,  Inc.  was  au- 
thorized to  fly  from  Atlanta  to  London; 
Northwest  Airlines.  Inc.  from  Milwau- 
kee and  Minneapolis  to  Scandinavia.  Na- 
tional .\irlines  Inc.  won  new  routes  from 
Miami.  New  Orleans  and  Tampa  to  Par- 
is. Pan  Am  itself  was  slated  to  get  a  new 
route  between  Dallas-Ft.  Worth  and 
London  when  President  Carter  reversed 
the  CAB  and  shifted  the  route  to  Dallas- 
based  Braniff  .\irwa%s. 

"The  U.S.  government,  "  says  Seawell, 
"has  clearly  estabUshed  that,  in  selecting 
a  carrier  from  point  K  in  the  U.S.  to 
point  B  abroad,  the  carrier  that  has  the 
domestic  route  system,  a  collection  and 
distribution  sNstem,  is  the  one  that  will 
get  the  nod.  .\nd  that  creates  pressures  if 
\ou're  the  single  U.S.  major  carrier  that 
doesn  t  have  a  domestic  route  s\  stem.  " 

The  direction  of  the  CAB's  route 
awards  is  to  demolish  the  old  system. 
whereb\  domestic  and  international  car- 
riers interchanged  passengers  at  coastal 
gateways.  As  this  trend  grows,  it  prom- 
ises to  leave  Pan  American  high  and  dr> . 
In  opting  for  new  routes,  the  carriers  are 
certain  to  go  for  the  biggest  and  most 
profitable  markets — markets  where  Pan 
.\m  b\  and  large  is  already  established. 
"That  comes  out  of  us.  Seawell  says. 
"The\  would  t\picall\  want  to  go  to  the 
big  traflBc  generators  like  London. 
Frankfurt.  Paris,  .\msterdam.  If  new  car- 
riers come  in.  topically  they  re  coming 
into  our  market. 

The  same  sort  of  competitive  explo- 
sion that  beset  Pan  Am  in  the  North 
Atlantic  now  threatens  in  the  Pacific, 
source  of  40%  of  Pan  .\m's  operating 
income  and  the  only  consistent!}  profit- 
able market  it  has  had  in  the  Seventies. 
Continental  -\ir  Lines.  Inc.  has  alread\ 
been  awarded  a  route  to  the  South  Pacif- 
ic. United,  the  biggest  feeder  system  in 
the  L'.S..  has  won  a  route  to  Japan,  the 
biggest  market  in  the  Far  East.  Conti- 
nental. Northwest  and  World  Airways. 
Inc.  were  authorized  last  month  to  go 
across  the  mid-Pacific  to  Taipei,  Guam 
and  Hong  Kong.  So  far  both  Japan  and 
Australia  ha\e  found  ways  to  keep  out 
the  newcomers,  but  that  resistance  ma> 
not  last  forever. 

"  The  thrust.  sa\s  Seawell.  "is  clearK 
to  more,  and  more  carriers  in  the  interna- 
tional marketplace.  In  the  past,  we've 
been  able  to  rely  on  those  U.S.  domestic 
airlines  feeding  us  their  traffic  over  gate- 
ways. Now.  if  more  and  more  of  them 
are  going  to  have  their  own  collection 
sN  stems  rather  than  feed  it  to  us.  we  re 
going  to  have  to  get  something  at  least  as 
a  partial  offset. 

"  To  sta\  strongly  competitive  we've 
reached  the  point  where  we've  got  to  get 
ourselves  some  sort  of  domestic  base.' 

Hence,  the  proposed  Pan  Am  take- 
over of  National  Airlines.  Alfred  Kahn, 
the  rambunctious  new  head  of  the  C.\B. 
does  not  really  disagree.  "Pan  Am.  he 


48 


FORBES,  OCTOBER  16,  1978 


Mr.  Competition 


The  man  who's  primarily  responsible  for  opening  up  Pan 
Am's  international  market  to  high-powered  competition 
from  other  U.S.  carriers  is  an  exuberantly  cheerful  man 
named  Alfred  E.  Kahn.  Kahn  is  chairman  of  the  Civil 
Aeronautics  Board,  and,  if  he  had  his  way  he'd  not  only 
relax  the  CAE's  control  over  routes  and  rates,  he'd  abolish 
the  CAB  entirely,  and  with  it  his  $52,500  a  year  job. 

"The  CAB,"  says  Kahn,  padding  around  his  rather 
nondescript  Connecticut  Avenue  office  in  his  socks,  "was 
set  up  for  two  purposes:  to  limit  the  entry  of  air  carriers 
into  markets  and  to  regulate  prices.  And  I  want  the  CAB 
to  stop  doing  both  of  these  things.  There  will  be  a  lot  of 
things  left  to  be  done — among  them,  consumer  protec- 
tion, antitrust,  international  negotiations  and  community 
service  subsidies — but  none  of  them  requires  the  exis- 
tence of  a  CAB  to  do  them.  " 

At  this  point,  the  chances  are  that  Kahn  is  going  to  get 
his  way.  A  bill  to  reduce  regulation  and  even  abolish  the 
CAB  is  making  its  way  though  Congress.  Even  without  it, 
in  the  year  since  Kahn  came  to  the 
CAB  from  Cornell  University  by 
way  of  the  New  York  State  Public 
Service  Commission,  he's  gone  a 
long  way  toward  achieving  by  gov- 
ernmental directive  what  Congress 
may  one  day  achieve  by  law.  "We're 
trying  to  promote  competition,  not 
protect  companies,  "  Kahn  says. 
"But  the  implicit  premise  on  our 
part  is  that  a  competitive  industry  is 
capable  of  being  financially  healthy. 
You're  not  serving  the  interests  of 
consumers  if  you  destroy  an  indus- 
try, but  since  in  the  economy  at 
large  competition  doesn't  seem  to 
destroy  industries,  we  don't  think  it 
will  here.  It  certainly  hasn't  so  far.  " 

When  Kahn  first  began  talking  up 
such  notions  a  year  or  so  back,  the 
airlines  by  and  large  screamed 
bloody  murder.  Deregulate  prices? 
Cut  fares?  Why,  you'd  bankrupt  the 
industry.  But  to  the  amazement  of 
most  of  Kahn's  critics,  so  far  the 
consequences  have  been  precisely 
what  Kahn  had  foreseen:  A  rash  of 
fare  reductions  has  served,  not  to  bankrupt  the  airlines, 
but  to  generate  so  much  additional  traffic  that  there's 
scarcely  an  airline  around  that  isn't  having  a  record  year. 

"I'm  not  saying  competition  may  not  threaten  the  finan- 
cial soundness  of  individual  companies.  But  it  is  not 
typical  in  the  economy  that  the  biggest  firms  fall  by  the 
wayside  when  you  have  price  competition.  Individual 
large  carriers  may  be  particularly  inefficient,  but  the  more 
reasonable  fear  is  that  the  large  ones  will  have  the  resourc- 
es to  outcompete  the  small  ones.  One  of  the  advantages 
the  big  airhnes  have  is  they  can' funnel  passengers  from 
one  route  onto  another  and  beef  up  their  schedules, 
because  the  more  you  schedule  on  a  particular  route  the 
more  passengers  you  get.  It  also  enables  them  to  put  in 
big  planes  and  fill  them  up  for  more  economical  operation. 
For  example,  it  is  just  very  difficult  for  anybody  else  to 
compete  with  Delta  and  Eastern  out  of  Atlanta,  because 
they  have  all  this  feed  into  Atlanta.  So  all  this  is  actually  an 
advantage  for  the  larger  carrier,  not  the  small  one.  " 

Kahn  does  not  see  whv  the  international  market  can't  be 


CAB  Chairman  Alfred  Kahn 
Deregulation  can  be  good  for  you 


deregulated  as  well,  though  Pan  Am  says  the  international 
market  is  different. 

'The  economics  are  the  same,"  Kahn  says,  "with  some 
important  differences,  such  as  the  presence  of  subsidies 
by  some  foreign  governments  to  their  airlines.  But  the 
economics  are  the  same  whether  you're  talking  about  New 
York  to  Chicago  or  New  York  to  London.  " 

Most  American  airlines  competing  in  the  international 
market  will  argue  that  those  subsidies  make  all  the 
difference.  But  Kahn  responds  that  American  carriers  are 
also  subsidized  in  indirect  ways,  such  as  tax  credits.  "In 
principle,  of  course,  subsidies  make  for  unfair  competi- 
tion. But  the  critical  question  is,  how  big  are  they?  Are 
they  aggressively  provided  in  such  a  way  that  they 
threaten  the  existence  of  the  American  carriers?  There 
doesn't  seem  to  be  any  evidence  that  that  s  true  at  all.  Or 
are  they,  as  typically  is  the  case,  an  attempt  to  compen- 
sate for  the  cost  disadvantages  that  foreign  carriers  have 
in  competing  with  American  carriers — you  know,  to 
defensively  keep  them  alive?  " 

Kahn  clearly  thinks  Pan  Am  is 
doing  precisely  what  it  ought  to 
do — withdrawing  from  routes  like 
the  service  to  Moscow  that,  howev- 
er prestigious,  are  no  longer  money- 
making.  "If  the  U.S.  government 
feels  there  is  a  national  purpose  to 
be  served  by  maintaining  services 
that  are  uneconomic,  the  taxpayers 
ought  to  be  paying  for  it.  It  simply  is 
not  proper  to  increase  the  competi- 
tion and  then  say  you  have  certain 
public  service  obligations.  Freedom 
of  others  to  enter  into  competition 
with  you  has  got  to  be  accompanied 
by  freedom  of  exit.' 

Kahn  concedes  that  the  competi- 
tion he  favors  has  its  price.  'I  sup- 
pose there  s  no  doubt  that  an  econo- 
my composed  of  monopolies  can 
probably  weather  depressions  bet- 
ter than  industries  that  remain  com- 
petitive. But  that's  not  sufficient  ar- 
gument to  say,  well  let's  have  all 
monopolies.  Sure,  an  industry  that 
is  competitively  structured  will  in- 
crease its  vulnerability  to  depression.  But  it  is  conceivable 
that  competition  will  force  people  to  become  leaner,  more 
efficient,  more  careful — they're  not  free  to  overacquire,  to 
enter  markets  that  might  not  be  logical  for  them  to  enter 
secure  in  the  knowledge  that  the  government  will  bail 
them  out.  There  are  already  signs  that  price  competition  is 
eliminating  a  lot  of  slovenliness  in  route  planning,  in 
system  operations  and  in  efficiency  of  these  carriers.  " 

A  lot  of  airlines  people  think  Kahn  carries  the  idea  of 
free  enterprise  and  free  competiton  a  bit  too  far,  but 
nobody  can  accuse  him  of  inconsistency  in  believing  that 
the  market  should  decide.  FORBKS  asked  whether  he  had 
any  reservations  about  launching  the  airlines  on  a  course 
that  has  already  produced  an  enormous  upsurge  in  de- 
mand for  high  energy-consuming  travel.  "If  people  want 
to  pay  the  high  price,  I  do  not  conceive  of  it  as  my 
business  or  the  government's  to  say  they  shouldn't.  If 
there  are  national  reasons  why  we  want  to  discourage  the 
consumption  of  energy,  then  let's  tax  it.  And  then  let 
anybodv  use  it  who  wants  to.  "  — J.C. 
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says,  "  has  a  perfectK  legitimate  point 
that  it  needs  the  right  kind  of  domestic 
routes.  "  And  he  adds,  Though  1  don't 
have  an  opinion  as  yet  in  the  case,  as  a 
matter  of  general  principle.  \ve  believe 
in  open  entn,.' 

"If  you  are  a  U.S.  flag  airline  that 
possesses  a  domestic  s\stem,  Seawell 
explains,  "\ou  have  a  cushion  against  the 
effects  of  inecjuitable  market  access  and 
discriminaton,  treatment,  abroad.  You 
have  a  broader  base  arid  a  high  frequen- 
cy of  ser\'ice  over  which  to  spread  your 
costs  and  means  of  deplo\ing  expensive 
aircraft  more  efficientK  . 

InitialK  Pan  Am  set  about  getting  till- 
up  rights — the  ability  to  carr\  domestic 
passengers  behseen  points  in  the  U.S. 
on  international  flights.  As  a  start.  Pan 
Am  got  fill-up  rights  between  Detroit 
and  Boston  on  London  flights,  offered 
domestic  space  at  25%  to  .50%  below 
regular  fares,  and  last  \ear  generated 
28.000  passengers  and  Si. 5  million  in 
revenue  (almost  pure  profit)  that  it 
would  not  otherwise  have  generated. 
Since  then,  it  has  picked  up  fill-up  rights 
between  Portland  and  Seattle,  Los  An- 
geles and  San  Francisco,  Washington 
and  New  York.  But  that  is  onh  the  be- 
ginning. Using  Houston  as  the  hub.  Pan 
Am  has  devised  a  svstem  that  would 
enable  it  to  integrate  its  Atlantic.  Pacific 
and  South  American  operations  for  the 
first  time.  Pan  Am  would  connect  Hous- 
ton with  Xew  York  (alread\  accom- 
plished). Houston  with  Miami,  Los  An- 
geles and  San  Francisco  (,appro\  ed  last 
month)  and  New  York  with  Miami.  Los 
Angeles  and  San  Francisco  (not  \et  ap- 
pro\ed).  "We  look  at  this  as  an  efficienc\ 
improvement,"  Seawell  says,  "but  it's 
not  a  domestic  route  structure. 

To  acquire  that.  Pan  American  could, 
of  course,  develop  such  a  system  on  its 
own,  through  the  long,  difficult  and  ex- 
pensive process  of  appKing  for  route 
authorit\  from  the  CAB.  acquiring  the 
necessar\  planes,  building  support  facili- 
ties and  culti\ating  the  market.  But  to 
duplicate  a  s\stem  even  as  small  as  Na- 
tional s  would  cost,  Seawell  estimates.  SI 
billion  for  aircraft  alone  and  take  five  to 
ten  years  to  accomplish.  .\nd  even  then 
Seawell  is  not  sure  it  could  be  done. 

By  contrast,  the  proposed  price  for 
National,  a  going  airline,  would  be  just 
.S3.50  million.  Pan  Am  has  talked  about 
merging  with  National  for  years  and 
Seawell  talked  merger  with  Nationals 
boss  L  B.  Maytag  last  Januar\',  but  not 
until  Texas  International  Airlines,  Inc. 
w  ent  after  control  of  National  last  sum- 
mer was  Ma\  tag  w  illing  to  a  deal. 

In  man>'  wa\s.  National  and  Pan 
.\merican  seem  made  for  each  other. 
\\  ith  routes  linking  Miami,  New  York, 
Houston.  Los  Angeles  and  San  Francis- 
co, National  already  has  in  place  the 
route  connections  Pan  Am  needs  to  inte- 
grate its  international  operations,  plus  a 


fully  articulated  domestic  system  that 
yielded  S14  million  in  profits  last  (fiscal) 
year  gn  $.589  million  in  revenues.  The 
merger  would  make  Pan  Am  a  S2.8  bil- 
lion (revenues)  company  surpassing 
American,  and  second  only  to  United. 

Pan  Am  is  offering  S41  a  share  for 
National,  and.  though  that  s  w  ell  above 
the  .$14  the  stock  was  selling  for  only  six 
months  ago  and  comfortabh  above  its 
S25  book  value,  nobody  disputes  that 
National's  assets  are  worth  considerably 
more  than  S41  a  share.  According  to 
most  estimates.  National's  aircraft  assets 
al(jne  are  worth  something  like  S60  a 
share.  Best  of  all.  perhaps,  even  together 
the  tv\o  companies  will  comprise  onK 
5%  of  the  U.S.  travel  market,  so  the 
antitrust  problem  seems  minimal.  Says 
Seawell:  Tt  makes  a  stronger  competitor 
out  of  ourselves,  both  domestically  and 
internationally.  It  has  absolute  minimum 
impact  on  competition,  because  as  an 
end-to-end  integration  we  don't  have 


".  .  .  'We've  reached  the 
point  where  we've  got  to 
get  ourselves  some  sort  of 
domestic  base' .  .  ." 


competitive  routes.  And  it  ser\es  the 
public  interest  in  terms  of  the  improved 
service  that  will  result.' 

Pan  Am  has  a  summer  travel  peak. 
National  a  winter  one,  so  there  s  an  op- 
portunity for  better  equipment  utiliza- 
tion and  other  economies.  Seav\ell  calcu- 
lates the  merged  SNsteni  will  generate 
S27  million  or  more  in  additional  rev- 
enues a  year  and  save  maybe  S26  million 
in  operating  costs.  mainK  through  better 
utilization  of  assets,  for  a  total  saving  of 
nearK  S54  million  a  \  ear.  "You  don  t 
offer  20  times  earnings.  '  says  Seaw  ell.  "if 
you  don  t  expect  some  synerg>.  You  re 
not  pa>ing  a  premium  just  because  the 
airplanes  are  worth  more  on  the  open 
market  than  the\  are  on  the  books.' 

The  anal\  sts  think  the  deal  is  a  good 
one  as  well.  "I  don't  know  if  the  S41  is 
fair  or  unfair,  observes  Lehman  Broth- 
ers Kuhn  Loeb  airlines  analyst  Robert  J. 
Joedicke.  "But  the  stock  sat  around  -$12 
or  SL5  for  a  long  time,  and  S41  looks  a 
heck  of  a  lot  better,  even  though  the 
assets  ma\  theoreticalK  be  worth  more. 

"National  is  onl\  going  to  earn  S2  this 
year,  '  says  another  eminent  analyst  who 
refuses  to  be  quoted  b\  name,  "so  ma\be 
the  stock  is  worth  at  most  S18  on  earn- 
ings. But  TI  and  Pan  Am  doubled  and 
tripled  the  price  of  the  stock.  So  the 
National  stockholder  is  essentialK  being 
bailed  out.  What  good  are  these  assets  if 
they're  not  earning  anything  on  them?  " 

How  is  an  airline  that  only  a  few  years 
ago  was  virtualK  bankrupt  going  to  raise 
the  83.50  million  needed  to  take  over 


National?  .No  problem  at  all.  Thanks  to 
its  newK  won  earning  power.  Pan  .\in 
already  has  S270  million  in  cash  in  the 
bank  and  a  S3(X)  million  line  of  bank 
credit,  and  that  should  enable  the  com- 
pany to  finance  with  relative  ease  not 
only  the  National  acquisition  but  the 
•S180  million  in  new  airplanes  it  is  com- 
mitted to  take  next  year. 

The  question,  of  course,  is  whether 
tKe  CAB  will  authorize  such  a  merger. 
.\t  the  moment,  the  board  is  committed 
to  furthering  airline  competition,  and  a 
Pan  Am-National  merger  would  elimi- 
nate at  least  the  potential  competition 
Pan  American  would  offer  if  it  went  into 
the  business  on  its  own.  .\t  least  one 
anaKst  thinks  that  will  kill  the  deal.  "Be- 
cause now  that  it  s  got  these  fill-up 
rights.  Pan  Am  s  argument  about  domes- 
tic route  authority  doesn  t  hold  water. 
They  don't  need  National  for  that.  If  the\ 
don't  merge,  the\  re  going  to  be  com- 
petitors. Lehman  s  Joedicke  doesn  t 
agree.  "Political  considerations.  he 
sa>s.  "are  hard  to  evaluate.  But  this  one, 
under  the  fundamentals  of  transportation 
economics,  is  logical  and  it  is  in  the 
public  interest.  " 

C.\B  Chairman  Alfred  Kahn  won  t 
commit  himself  yet.  "If  companies  are 
potential  competition  for  each  other,  he 
hedges,  the)  begin  with  a  strike  against 
them.  But  that  doesn't  necessariK  mean 
that  on  balance  the  merger  suppresses 
competition.  It  may  be  they  can  argue 
it  11  make  them  more  efficient,  competi- 
tive, more  effective.' 

In  a  think  veiled  warning.  Seawell 
argues  that  without  the  National  merger. 
Pan  \m  is  going  to  be  driven  to  make 
further  cutbacks  in  its  international  route 
structure — such  as  the  recent  decision  to 
drop  out  of  regular  service  on  the  New 
York-Frankfurt-Moscow  run  beginning 
on  Oct.  29. 

"  If  w  e  don  t  solve  this  domestic  base 
problem,  Seawell  sighs,  "  we  re  going  to 
continue  to  go  through  retrenchment  of 
our  route  structure.  If  all  the  new  routes 
go  primarily  to  the  domestic  airlines, 
then  gradually  what  happened  to  us  in 
the  Caribbean  is  going  to  happen  else- 
where. Some  of  our  presentK  profitable 
routes  will  gradualK  become  unprofit- 
able, and  w  e  11  have  to  make  the  decision 
to  drop  them.  But  if  we  can  get  that 
base,  then  it  s  going  to  gi\  e  us  the  traffic 
feed  w  e  need  to  keep  those  routes  hope- 
fulK  profitable. 

The  handwriting  is  on  the  wall:  After 
more  than  half  a  centur>  of  proudly  car- 
r\ing  the  U.S.  flag  to  the  four  corners  of 
the  world.  Pan  American  .\ir\vays  is  go- 
ing to  have  to  come  home.  Not  entirely, 
of  course,  but  it  can  no  longer  surv  ive  as 
a  purely  international  carrier  against 
subsidized  competition.  Its  the  end  of 
an  era  that  began  with  Juan  Trippe  s 
island-hopping  amphibious  Sikorsk>  S- 
38s  in  the  1930s.  ■ 
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Tiger  Bait 


Will  Exxon  try  to  buy  British  mining  giant  Rio 
Tinto-Zinc?  The  oil  company  says  not.  Or  do  they  mean  not  yet? 


By  GEOFFREY  SMITH 

In  the  comfortable  elegance  of  Rio 
Tinto-Zinc's  headquarters  at  posh  6  St. 
James's  Square  in  London,  with  a  wel- 
come burst  of  autumn  sunshine  warming 
the  chairman's  office,  you  get  the  feeling 
Sir  Mark  Turner  and  the  other  execu- 
tives of  this  $3.7  billion  (sales)  mining 
giant  have  nothing  more  pressing  to  wor- 
ry about  than  whether  to  lunch  at  nearby 
Brooks's  Club  or  at  Boodle  s.  But  the 
serene,  deep-pile  ambience  is  decep- 
tive. RTZ  (pronounced  ar- tee-zed)  is  a 
well-run  company  beset  by  problems. 

Those  problems  are  no  mere  mosquito 
bites.  In  the  U.S.,  Westinghouse  is  su- 
ing RTZ  and  29  other  companies  for  $6 
billion,  on  the  grounds  that  they  are 
running  a  price-fixing  cartel  in  uranium 
of  which  RTZ  is  suspected  of  being  the 
principal  architect.  Although  RTZ  Chair- 
man Sir  Mark  Turner  recently  took  the 
Fifth  Amendment  in  depositions  for  the 
case  at  the  U.S.  embassy  in  London, 
RTZ  has  yet  to  make  any  provision  on  its 
balance  sheet  for  this  potential  legal  li- 
ability. Then  there  is  the  threat  of  expro- 
priation of  RTZ'  controversial  $700  mil- 
lion Rossing  uranium  mine  just  north  of 
South  Africa  in  Namibia  (South- West  Af- 
rica), and  there  is  also  the  question  of  the 
fate  of  Rhodesian  properties.  Third, 
RTZ'  stock  is  selling  at  just  7.3  times 
earnings  versus  an  average  multiple  of 
over  20  times  for  the  nine  major  North 
American  competitors. 

Result:  Major  oil  companies,  particu- 
larly Exxon,  now  look  on  RTZ  as  a  poten- 
tial takeover  candidate.  And  no  wonder: 
Just  to  replace  RTZ'  mammoth  Bougain- 
ville (in  Papua  New  Guinea)  copper 
mine  would  cost  nearly  as  much  as  RTZ 
total  market  valuation  of  $L2  billion. 

Exxon  denies  it  made  a  pass  at  Rio 
Tinto.  "We  had  discussions  with  Rio 
Tinto  on  ways  they  could  work  with  us 
on  joint  ventures,  '  an  Exxon  spokesman 
says,  'but  we  have  had  and  have  no  plans 
to  merge.  "  Nevertheless,  Turner  insists: 
"They  have  a  shopping  list;  they're  look- 
ing around." 

The  fact  remains  that  this  venture- 
some British  outfit  is  extremely  vulner- 
able right  now. 

In  December  1975,  longtime  Chief 
Executive  Sir  Val  Duncan  died  sudden- 


ly, leaving  no  successor  groomed  to  re- 
place him.  Roy  Wright,  another  member 
of  the  triumvirate  that  built  the  company 
virtually  from  scratch  after  World  War 
II,  had  retired  for  good  just  a  few  months 
before.  So  the  RTZ  board  turned  to  Sir 
Mark  Turner,  a  cofounder/director  who 
had  worked  20  years  mainly  for  mer- 
chant bankers  Kleinwort,  Benson  before 
returning  to  RTZ  in  semiretirement  as 
the  company's  financial  brains.  Today, 
after  nearly  three  years,  Turner — now 
72 — has  just  handed  over  the  chief  ex- 
ecutive title  to  Alistair  Frame,  a  shy  49- 
year-old  Cambridge-trained  engineer, 
who  joined  RTZ  in  1968  after  spending 


the  worldwide  steel  recession,  has  long- 
term  contracts  with  the  world-beating 
Japanese  supermills  that  are  sure  to 
mean  fat  profits  when  the  steel  industry 
recovers.  The  same  could  be  said  of  RTZ' 
big  lead  and  zinc  mines. 

And  then  there  is  copper.  Although 
little  more  than  13%  of  RTZ'  earnings 
presently  come  from  copper,  the  com- 
pany is  just  as  important  a  copper  pro- 
ducer today  as  it  was  in  1973,  when 
copper  prices  were  nearly  four  times  as 
high  in  constant  1977  pounds  sterling, 
and  nearly  73%  of  earnings  came  from 
copper.  The  wonder  is  that  RTZ  has  any 
copper   earnings   at   all.    Their  huge. 


RTZ  Chief  Executive  Alistair  Frame  (left)  with  Chairman  Sir  Mark  Turner 
Passing  the  standard  in  the  heat  of  battle. 


13  years  in  the  nuclear  power  industry. 

As  Exxon  has  undoubtedly  noticed, 
RTZ  has  an  underlying  earnings  growth 
potential  that  makes  such  problems  fade 
into  insignificance.  Rossing,  the  Free 
World's  largest  uranium  mine,  is  at  last 
debugged  of  its  persistent  technical 
problems,  and  Frame  predicts  "a  great 
profit  "  from  that  mine  soon.  At  today's 
prices  that  is  quite  possible,  barring  a 
sharp  tax  hike  from  an  incoming  black 
government.  The  huge  Hammersley 
iron  ore  mines  in  Australia,  where  earn- 
ings were  off  60%  at  the  half  because  of 


young  copper  mines  are  just  about  the 
only  profitable  copper  mines  around. 

The  point  is,  RTZ  has  enormous  earn- 
ings leverage  whenever  the  prices  of  the 
metals  rebounds.  Nor  is  there  much 
threat  from  new  mines.  Bougainville, 
which  came  on  stream  in  1973,  cost  just 
over  $400  million  to  launch.  Today  the 
equivalent  operation  would  cost  over  $1 
billion.  At  today  s  prices  no  new  copper 
mine  is  economic.  '  You  d  have  to  have  a 
price  of  about  $1  a  pound  for  copper  as 
against  the  current  price  of  60  cents,  " 
Turner  figures,   "probably  more — it  de- 
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ponds  on  the  size  of  the  infrastruc  ture. 

Part  of  the  reason  RTZ'  copper  mines 
are  among  the  few  still  genuineK  operat- 
ing in  the  black  is  by-products:  "About 
700,000  ounces  of  gold  in  Palabora  last 
\  ear,  "  says  Turner.  "  Quite  nice.  Aiid  the 
price  of  gold  wasn  t  as  high  last  year  as  it 
is  now.  In  the  case  of  Lornex  we  have 
molybdenum.  .  .  .  "  Sheer  size  also  helps 
lower  unit  cost.  But  the  finesse  lies  in 
how  the  mine  is  financed  before  the 
massive  draglines  ever  start  ripping  up 
the  earth.  This  is  Turner's  forte.  Listen, 
for  example,  to  how  he  handled  the  Bou- 
gain\ille  deal: 

'■\\'e  were  negotiating  with  the  major 
copper  refineries  in  Japan  and  Europe.  I 
suppose,  a  \  ear  before  the  final  feasibil- 
it\  report  from  Bechtel  was  presented  to 
us.  We  were  spending  money  at  a  rate  of 
knots  [quickly]  at  that  stage,  and  we 
wanted  to  lay  off  the  money  side  of  the 
transaction.  We  borrowed  three-quar- 
ters of  the  cost  of  the  mine  in  debt  with 
the  stipulation  that  if  we  could  borrow- 
some  of  that  money  more  cheaply,  we 
had  the  right  to  do  so.  So  we  had  a 
fallback  position.  In  the  event  we  drew 
down  about  two-thirds  to  three-quarters 
of  the  money  we  had  borrowed  that  wa\' 
and  the  other  25%  w  e  laid  off  on  cheaper 
borrowings  from  Ex-Im  banks.  \\'e  had  a 
floor  price  of  34  cents  with  a  group  of 
Japanese  refineries  acting  as  a  single  con- 
sortium, and  our  calculations  showed  a 
discounted  cash  flow  merging  over  seven 
to  eight  \  ears  to  repay  the  whole  of  the 
debt  for  that  particular  project.  ..." 

That  s  how  RTZ  was  built  during  the 
booming  Fifties  and  Sixties:  highK  lever- 
aged, off-balance-sheet  financings  with 
loans  secured  and  paid  off  b\  the  future 
output  of  the  mine.  (That  ma\  help  ex- 
plain how  RTZ  became  embroiled  in  a 
uranium  price-fixing  cartel  at  a  time 
when,  in  the  wisdom  of  hindsight,  the 
price  of  uranium  was  unrealisticalK 
low — too  low  indeed  to  support  off-bal- 
ance-sheet financing.) 

RTZ  also  ne\er  tried  to  hold  on  too 
tightK .  Local  shareholders  were  brought 
in  from  the  outset.  "'Val  Duncan,  my 
predecessor,  was  ahead  of  his  time  in 
recognizing  the  emotional  feelings  about 
raw  materials,"  says  Turner.  Then  he 
pauses  and  chuckles.  "  In  a  way  I  guess 
we  made  a  virtue  of  necessity  because 
we  simpK  couldn  t  have  afforded  to  have 
owned  outright  all  the  things  that  Ave 
were  trving  to  do  at  the  same  time.  ..." 

So,  w-hile  some  mining  companies  like 
Anaconda  and  Kennecott  sank  their 
money  heavily  into  single  projects,  and 
others  became  little  more  than  invest- 
ment portfolios  taking  minority  positions 
in  other  people  s  mines,  RTZ  took  the 
middle  course:  managing  its  own  mines 
("Because  there  was  nobody  else  but  us 
to  operate  them,  remarks  Turner),  but 
selling  off  large  shareholdings  to  others. 
The  polic\  paid  off  not  onl\'  in  highly 


leveraged  growth  but  also  in  a  merciful 
absence  of  expropriations. 

"One  of  the  big  attractions  of  RTZ  is 
that  it's  a  company  that  moves  quickly 
and  decisively,"  says  Alistair  Frame. 
"You  can  always  get  superior  new  people 
in  that  environment.  " 

"Yes,  there  .were  two  or  three  of  us 
who  were  always  a\ailable  if  somebods 
came  in  with  something  exciting.  '  Tur- 
ner recalls.  "  We  didn't  wait  for  a  board 
meeting  or  any  nonsense  of  that  kind. 
We  were  in  an  airplane  the  following 
morning.  The  board  had  enough  confi- 
dence in  us  to  know  we  wouldn't  be  too 
irresponsible.  .  .  . 

But  times  have  changed  since  then. 
""\\e  alwa\'s  used  to  sa>  SlOO  million  a 
crack  for  the  average  new  mine,'  sa>s 
Turner.  "You  are  now  talking  about  8500 
million.  You  have  four  or  five  of  those 
hanging  about  your  neck  at  the  same  time. 
And  the\'  don't  wait,  you  know.  " 

Enter  Exxon  with  an  offer  to  put  more 
than  a  tiger  in  RTZ'  tank.  "'With  a  hel- 
luva lot  of  mone\  coming  in  oil  compa- 


.  .  You're  not  in  the  least 
surprised  to  pickupthetele- 
phone  and  hear  'It  would  be 
nice  to  talk' .  .  ." 


nies  don  t  know  what  to  do  with,  they 
have  a  shopping  list,"  says  Turner  coolly. 
"You're  not  in  .the  least  surprised  to  pick 
up  the  telephone  and  someone  says,  "It 
would  be  ver\  nice  to  come  and  have  a 
talk.  This  is  just  w  hat  life  is  like.  " 

What  emerged  from  those  talks  was  a 
joint  venture  agreement.  "  Both  of  us  are 
looking  out  for  opportunities  to  work 
together,  "  is  how  Turner  puts  it. 

Of  course,  there  is  the  case  of  Stan- 
dard Oil  Co.  of  Calif,  and  Amax.  Inc. 
Monda\  s  joint  venture  agreement  can 
C}uickl>  become  Tuesda>  s  takeover  bid. 
But  Sir  Mark  sa\  s  he  has  his  defenses  in 
order.  "  I  have  a  sort  of  suspicion,  maybe 
quite  wrong,  that  just  on  grounds  of  size 
there  11  be  a  bit  of  stuff  going  on  between 
Standard  of  California  and  Amax,'  he 
replies,  "  and  if  an\  body  tried  to  take  us 
over  our  [British]  shareholders  wouldn't 
be  awfulK  pleased  at  being  paid  in  the 
stock  of  the  acquiring  companx  because 
in  order  to  keep  that  stock,  which  is 
listed  on  the  New  York  Stock  Exchange, 
they  would  have  to  go  off  to  the  market 
and  buy  security  sterling  [premium 
priced  external  investment  currency]  in 
order  to  preserve  their  interest  in  that 
stock.  So  the  advantage  of  canning  for- 
ward \  our  capital  gains  tax  is  frightfully 
complicated.  ..." 

Turner  alludes  discreetly  to  the  widely 
held  belief  that  the  Queen  is  a  major 
RTZ  shareholder  through  the  Bank  of 
England:  ""You  re  running  into  problems 


of  what  the  government  is  going  to  say: 
It  s  one  of  the  great  assets  of  the  coun- 
try,' "  he  says. 

Turner  dismisses  RTZ'  other  worries, 
such  as  the  threat  of  expropriation  in 
Namibia  and  Rhodesia  and  the  Westing- 
house  lawsuit,  with  ecjual  aplomb:  ""You 
can  forget  about  the  Rhodesian  proper- 
ties, "  he  sa\s.  "Ever  since  the\  declared 
independence  in  1965,  we  have  had  no 
contact  with  them.  We  ve  been  unable 
to  exercise  any  control  or  authority  over 
those  properties  and  haven't  attempted 
to  do  so.  So  they  don't  appear  on  our 
balance  sheet.  It's  either  a  nest  egg  or  a 
nothing.  " 

At  Rossing  in  South-West  Africa,  ne- 
gotiations have  been  going  on  for  some 
time  with  black  nationalist  leaders  as  to 
how  RTZ  would  operate  in  the  event  of 
independence.  While  outright  expropri- 
ation seems  unlikely,  all  Turner  will  sa\ 
at  this  point  is  that  he  hopes  similar 
negotiations  concerning  Bougainville  in 
Papua  New  Guinea  in  1974  were  "educa- 
tional '—a  wr\  reference  to  the  sharp 
hike  in  taxes  that  accompanied  the  oil 
embargo-inspired  copper  price  hikes  of 
that  year. 

As  for  the  Westinghouse  lawsuit  in 
w  hich  RTZ  has  thus  far  successfully  chal- 
lenged jurisdiction.  Turner  comments: 
"We  do  not  believe  that  there  will  be  any 
claim  against  us  that  can  be  substantiat- 
ed. Our  legal  advisers  advise  us  to  that 
effect  and  our  auditors  agree  with  that 
advice,  and  that  is  why  we  make  no 
reserves  in  our  company. 

.\t  least  one  disinterested  .American 
student  of  the  case.  Professor  Paul  Joskow 
of  the  Massachusetts  Institute  of  Technol- 
ogy .  who  wrote  a  scholarly  and  devastating 
analy  sis  of  the  Westinghouse  argument  in 
The  Journal  of  Legal  Studies  last  year, 
would  agree  with  that  assessment. 

To  Sir  -Mark  Turner,  as  he  hands  over 
the  chief  executive's  title  at  RTZ  to  Alis- 
tair Frame,  the  "  vital  issue  of  the  time 
is  the  problem  of  unequal  distribution  of 
wealth  among  the  nations.  ""I  don  t  be- 
lieve we  shall  go  very  far  in  seeing  a  total 
recovery  of  world  trade  .  .  .  unless  y  ou 
see  some  solution  to  that  problem,  he 
says.  "You  cannot  go  on  forever  with  per 
capita  increase  variations  such  as  exist 
bet\veen  the  rich  and  poor  countries  to- 
day without  there  being  one  hell  of  an 
explosion  at  some  time  or  other.  "  Turner 
would  prefer  some  ty  pe  of  revenue  loan 
rather  than  United  Nations  proposals  for 
price-suporting  buffer  stocks. 

.\listair  Frame,  who  spent  four  years 
managing  the  ill-starred  Channel  Tunnel 
project  for  Britain  only  to  have  the  gov- 
ernment back  out  at  the  last  moment,  is 
determined  to  keep  the  Rio  Tinto  name 
on  6  St.  James's  Square.  When  the 
payoff  finally  comes  from  RTZ'  shrewd 
investments,  he  doesn  t  want  to  see  it 
buried  in  the  huge  balance  sheet  of  an  oil 
company.  ■ 
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WHEREVER  IN  THE  WORID 
YOU  DO  BUSINES$rYOU  GET  A  LOT  MORE  FROM 
BANKOFAMERICATHAN  JUSTCREDIT. 

At  Bank  of  America  you  get  all  the  financial  services  you'd  expect 
from  one  of  the  world's  largest  banks.  But  you  get  more  than  that— and  you 
get  it  fast! 

For  instance,  we've  streamlined  our  organizational  structure  so  that 
now  you  can  get  the  decisions  you  need  right  on  the  spot  in  your  part  of  the 
world.  And  we've  established  a  sophisticated  communications  network  that 
even  uses  satellites  to  speed  up  the  process  of  gathering  financial  information 
for  you  from  all  over  the  world. 

But  best  of  all  when  you  deal  with  Bank  of  America,  you  get  a  total 
commitment  to  quality.  Our  people  are  carefully  trained  to  be  responsive  to 
the  needs  of  each  and  every  customer.  Take  our  industry  specialists.  They 
each  know  just  about  everything  there  is  to  know  concerning  the  industry 
in  which  they  specialize.  And  their  experience  and  advice  are  yours  for 
the  asking. 

So  whether  you're  a  cotton  grower  in  the  United  States  or  a  textile 
manufacturer  in  Thailan^'.,  come  to  us  for  any  kind  of  banking  assistance 


you  may  need.  And  se^  how 
much  more  you  ge*' 
Bank  of  Amerca 


BANKOFAMERICA  m 

World  Ban  king  Division. 
Jn  the  spot  when  you  need  us. 


Our  North  American  Division  can  provide  crop  production  financing 
for  U.S.  cotton  and  our  Asia  Division  can  finance  the  equipment  for  the  millinfj  of  the  cotton  in  Thailand. 


%u  may  never  need  all  120  safety  feature^ 

in  your  Mercedes-Ben2. 

But  it's  comforting  to  know  they  're  there. 


Of  the  120  safety  features  built  as 
standard  equipment  into  every 
new  Mercedes-Benz,  those  designed 
to  meet  U.S.  safety  standards  repre- 
sent less  than  half.  Those  designed  to 
meet  Mercedes-Benz  safety  standards 
represent  the  rest. 

The  washboard  principle 

For  instance,  the  engineers  wanted  to 
keep  the  car's  taillights  visible  in  foul 
weather.  Solution:  taillight  lenses 
ribbed  like  washboards.  Wmd  tunnel 
tests  showed  that  most  dirt  and  slush 
tend  to  collect  on  the  outer  surfaces - 
leaving  the  recessed  grooves  cleaner, 
longer. 

Because  a  side  impzctmight  acti- 
vate a  push  button  and  this  in  turn 
might  pop  open  a  door,  the  engineers 
designed  push  buttons  out  of  the 
door  handles  of  a  Mercedes-Benz. 
They  will  open  only  by  pulling. 

The  engineers  even  found  a  way  to 
make  the  mouldings  that  frame  the 
windshield  work  in  the  cause  of  safety. 

They  are  actually  designed  to 
deflect  rainwater  away  from  the  side 
windows  as  you  cruise  along  in 
the  wet. 

The  windshield  wipers,  on  the 
other  hand,  are  aerodynamically  de- 
signed to  .sweep  across  the  windshield 


with  the  airflow  and  thus  resist  "lift- 
ing," even  in  high-speed  turbulence. 

Seeing  is  surviving 

Mercedes-Benz  takes  a  dim  view  of 
st}'ling  that  obstructs  driver  visibility; 
you  can't  avoid  what  you  can't  see. 
Result:  a  Mercedes-Benz  driver  is 
surrounded  by  as  much  glass  as 
possible  -  in  the  sedans,  for  example, 
by  a  sweep  of  85  percent  unob- 
structed visibility. 

Notice  that  the  fuel  filler  flap  of  a 
Mercedes-Benz  is  placed  far  ahead  on 
the  right  rear  fender,  almost  above  the 
wheel.  No  random  act:  it  leads  to  a 
fuel  tank  mounted  so  deep  inboard 
that  it  sits  above  the  rear  axle  -  as  far 
from  exposure  to  a  rear-end  impact 
as  possible. 

Strong  law,  stronger  locks 

You  may  be  heartened  to  know  that 
the  door  locks  on  a  Mercedes-Benz 
conform  not  just  to  the  letter  of  the 
law  but  to  its  spirit.  They  far  exceed 
the  strength  demanded  by  U.S. 
federal  law. 

No  law  dictates  it,  but  "crumple 
zones"  at  the  front  and  rear  of  a 
Mercedes-Benz  body  are  designed 
to  yield  accordion-like,  to  absorb 
kinetic  energy  in  a  heav\'  impact  and 


lessen  its  effect  on  the  passenger 
compartment. 

The  steering  box  in  a  Mercedes- 
Benz  sits  behind  the  front  axle,  for  ex- 
tra protection.  The  steering  column  is 
designed  to  yield  and  collapse  on  im- 
pact. The  steering  wheel  itself  is  de- 
formable  and  its  flat,  padded  center  is 
meant  to  help  dissipate  the  effect  of  a 
heavy  impact  over  a  large  area. 

Every  new  Mercedes-Benz  is 
safety-padded  in  the  usual  places,  plus 
some  unusual  ones:  e.g.,  the  under- 
side of  the  instrument  panel  and  the 
knob  of  the  shift  lever.  The  engineers 
didn't  want  the  glove-box  door  to 
pop  open  on  an  impact  and  become  a 
menace  to  the  front  seat  passenger - 
so  the  lock  on  the  glove-box  door 
isn't  a  push  button  but  a  sliding 
mechanism. 

The  search  goes  on 

These  are  some  examples  of  the  120 
safety  features  built  into  eveiy  new 
Mercedes-Benz.  Imposing  as  that 
number  may  seem,  it  is  by  no  means  a 
final  one.  Safety  research  and  develop- 
ment at  Mercede.s-Benz  have  /^^Y^ 
not  stopped -and  it  is  in-      f    A,  ^ 
tended  that  they  never  will.  v>^^y 
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The  Small  Investor: 
He's  Back — And, 
For  A  Change,  He's  Winning 

Never  mind  the  shakeout  that  has  seen  the  stock  market 
give  up  a  good  part  of  this  year's  spectacular  gains. 
The  important  thing  is  that  the  public  is 
back  in  the  market — and  winning  for  a  change. 


By  RICHARD  PHALON 

W  ayne  D  Kromewitter  is  a  33-\  ear- 
old  painting  c-ontractor  who  lives  uith  his 
wife.  Jeanne,  and  two  children  in  W  ash- 
ington Township.  N.J..  a  small  suburb 
about  15  miles  north  and  west  of  the 
George  Washington  Bridge.  Kromewit- 
ter has  been  in  business  for  himself  a 
little  over  sLx  years  now.  He  is  estab- 
lished to  the  point  where  he  employs 
"  five  or  six"  subcontractors  and  there  are 
a  "  few  extra  dollars   to  spare. 

For  the  first  time.  Kromewitter  has 
turned  to  the  stock  market  in  a  serious 
way.  In  the  last  six  months  quick  in-and- 
out  round  trips  in  Ball>  Manu&cturing. 
Caesars  World  and  Ramada  Inns — 
runawa>  gambling  stocks  all — have 
helped  Krome\^itter  parlay  an  initial 
stake  of  a  few  thousand  dollars  into  "fif- 
teen to  t\vent>  thousand  He  sa\  s.  "We 
have  a  ver\  positive  feeling  about  the 
stock  market." 

The  jewel  of  the  bright,  opportunistic 
Kromeuitter's  portfolio  is  100  shares  of 
Resorts  International.  Inc.,  as  super- 
heated and  \olatile  a  stock  as  W  all  Street 
has  seen  in  a  long,  long  time.  He  bought 
Resorts  earl\  last  June,  before  a  3-for-l 
split  was  appro\ed  b>  the  board.  It  was  a 
few  days  after  his  12th  wedding  anniver- 
sary and  a  trip  to  the  c-ompany  s  new 
casino  in  Atlantic  Cit\-.  The  place  was 
jammed  to  the  buttresses,  as  it  has  been 
ever  since  the  grand  opening  over  the 
Memorial  Da\  weekend- 
So  jammed,  in  feet,  that  people  still 
ha\  e  to  wait  hours,  even  on  weekda>"S.  for 
a  chance  to  squeeze  into  the  crowds  at  a 
craps  or  a  blackjack  table.  Kromewitter, 
about  S125  richer  fi-om  cautious  play  in 
blackjack,  went  home  con\inced  that  le- 
galized gambling  is  the  w  a\  e  of  the  fu- 


ture. Tt  s  w  here  the  automobile  business 
was  in  the  earK  Twenties,  he  says.  "In 
time,  it  ma\  become  one  of  the  biggest 
industries  in  the  country  . 

Brushing  aside  his  broker  s  warning 
that  Resorts  looked  too  high.  Kromewit- 
ter bought  at  37  .\  week  later  the  stock 
was  at  48.  "  I  came  home  from  work  one 
night.'  he  recalls,  "  and  my  wife  said, 
"Honey,  we  ve  made  a  thousand  dollars  in 
a  week.  We  can  t  afford  not  to  take  it.' 
The  Kromewitters  sold  the  very  next  day 
at  45.  only  to  see  the  stock  close  seven 
points  higher  The>  bought  back  in  at  54. 

"Now  we  ve  got  the  strength  of  our 
convictions.  sa>s  W"a\ne  Kromewitter 
"  We  ve  been  selling  too  soon.  Resorts 
w  ill  keep  going  up.  By  the  end  of  Octo- 
ber, I  m  kind  of  e.x-pecting  to  hit  300.  It's 
fentastic,  '  he  continues.  "We  love  play- 
ing the  game.  My  wife  and  I  sit  around 
talking  about  it  It  s  changed  our  lives. 

The  Kromewitters  have  tested  their 
judgment  and  their  luck  against  that  of 
the  professionals — and  w  on.  Chances  are 
good  that  the\  are  now  hooked  on  the 
stock  market.  After  nearly  a  decade 
w  hen  almost  the  onl\  smart  decision  the 
in\  estor  could  make  was  to  sell,  the  pub- 
lic is  bu\ing  stocks  and  making  money. 

It's  .\l.\jost  like  old  times  on  Wall 
Street.  Suddenly,  hordes  of  W"a>Tie 
Kromewitters  are  breaking  down  the 
doors  in  their  eagerness  for  a  bit  of  the 
action. 

In  the  first  four  months  of  this  year, 
Merrill  L\nch-  Pierce,  Fenner  6c  Smith 
alone  opened  121.907  new  accounts.  The 
brokerage  firm  sa>  s  the  "  number  is  wa> 
ahead  of  last  year.  Even  more  signifi- 
cant, possibly  as  man>  as  half  of  those 
new  accounts  were  totall\-  unsohcited. 

Other  big  wire   houses   are  doing 


equall\  as  well.  Shearson  Ha>den  Stont 
says  its  new  accounts  are  up  429c  o\er 
last  year.  E.F.  Hutton  logged  an  in- 
crease of  2.5^.  Bache  a  gain  of  20**. 

The  wildfire  is  e\er>Avhere  Nlilwau- 
kee-based  Robert  W".  Baird  6c  Co..  for 
example,  draw  s  most  of  its  clientele  from 
the  prosperous  heartland  of  Illinois. 
Ohio.  Iowa  and  Minnesota.  Peter  G 
Banzhaf.  a  \ice  president  of  the  finn. 
sa\  s  Baird  s  new  account  list  is  up  30^*^ 
over  last  \  ear. 

"We  think  that  just  about  everybody  is 
coming  back  into  the  market,  exults 
Banzhaf.  He  s  seeing  "  a  lot  of  new  peo- 
ple who  are  apparently  being  blooded 
for  the  first  time,  along  with  a  great 
many  old  hands  w  ho  "  haven  t  been 
heard  from  in  quite  a  while. 

"  W  e  re  attracting  some  of  the  lost  gen- 
eration. sa>  s  Ra\  Kalinowski,  executive 
\ice  president  of  .\  G  Edwards  6c  Sons, 
a  small-town-based  brokerage  house  that 
deals  almost  entirely  with  the  small  in- 
vestor. "The  new  customers.  Kalinow- 
ski continues,  "are  young — mainly  in 
their  30s  and  40s.  "  They  are  "  either  peo- 
ple who  ha\e  not  been  in  the  stock  mar- 
ket at  all,  or  those  "  w  ho  tried  a  little  bit 
in  the  Sixties,  got  burned  and  left  in  one 
of  the  greatest  mass  revulsions  against 
equities  ever.  "  I  think  the>  are  coming 
back,   sa>s  Kafinow^ki. 

It  isn  t  just  the  gambUng  stocks, 
though  their  p\Totechnic  has  been  gaudy 
enough  over  the  last  month  to  ha\e  pro- 
duced such  big  runups  as  Resorts  vup 
20^^^  Caesars  World  up  15^  .  Ramada 
,up  SO'^t'  and  lots  more  isee  box.  p  64 
The  action  has  been  concentrated  in  the 
whole  universe  of  small,  low-priced 
stocks.  Many  of  them,  price  not\vith- 
standing,  represent  going,  prosperous 
business-   For  the  past  34  \ears  the 
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Aine'rican  Stock  Exchange  and  over-the- 
counter  have  been  handily  outpertorni- 
ing  such  quahty  indices  as  the  Dow- 
Jones  industrials  and  the  Standard  & 
Poor's  500,  reversing  the  downward 
trend  of  the  late  Sixties  and  early  Seven- 
ties that  had  so  discouraged  the  individ- 
ual investor. 

Lately  there  has  been  a  shift  in  enthu- 
siasm troni  over-the-counter  to  the 
Amex,  which  seems  well  on  its  way  to 
logging  its  first  1-billion-share  volume 
year  since  1972.  Since  July  31,  prices  on 
the  Amex  have  increased  by  10%  against 
8%  over-the-counter  (see  chart,  p.  58). 

Some  of  the  buying  power  loosed  in 
both  markets  is  in  pursuit  of  sound  val- 
ue— companies  with  good  track  records 
and  clean  balance  sheets  trading  at  com- 
paratively modest  earnings  ratios.  Mon- 
ey managers  who  specialize  in  the  small 
"emerging  growth  companies "  that  have 
been  all  the  rage  in  the  secondan.'  mar- 
kets are  still  bullish  on  the  Amex. 

One  such  manager  is  Richard  T.  Cun- 
nifi,  president  of  the  Sequoia  Fund.  Se- 
quoia's net  asset  value  has  climbed  a 
thumping  29%  so  far  this  year,  thanks 
partly  to  such  standout  Amex  performers 
as  the  Washington  Post  Co.  and  P.  H. 
Glatfelter  Co. 

Earlier  this  year  Secjuoia  owned  a 
modest  16,300  shares  of  Glatfelter,  a 
Spring  Grove,  Pa.  producer  of  book  and 
printing  paper.  Rick  Cunniff  has  since 
boosted  his  stake  in  the  company  to  a 
total  of  125,000  shares.  The  attractions:  a 
big  cash  position,  good  growth  and  the 
prospect  that  "earnings  might  double 
over  the  next  couple  of  years  because  of 
the  proposed  acquisition  of  Bergstrom 
Paper  Co. 

What  clearly  began  as  a  quest  for  val- 
ues among  sound  little  companies  selling 
for  three  and  four  times  earnings  has 
begun  spilling  over  into  sheer  specula- 
tion. Arthur  Levitt  Jr.,  chairman  of  the 
Amex,  notes  that  institutional  and  indi- 
vidual investors  alike  have  been  paying 
attention  to  such  well-entrenched  com- 
panies as  Houston  Oil  &  Minerals  and 
Syntex.  But  the  soft-spoken  Levitt,  who 
sees  his  chief  function  as  bringing  "Main 
Street  back  to  Wall  Street,"  concedes 
that  the  investment  quality  of  the  issues 
which  have  been  popping  up  on  the 
Amex  most-active  list  lately  is  not  quite 
up  to  the  average  of  even  a  year  ago. 
Signs  of  the  increasing  speculative  boil- 
up  in  the  market,  Levitt  continues,  are 
"obvious.  ' 

A  look  at  some  of  the  Amex  biggest 
gainers  over  the  last  several  months 
bears  out  that  statement.  Some  of  those 
gains  are  clearly  related  to  the  faddish 
interest  in  gambling  and  gambling-relat- 
ed stocks.  Are  Alleghen\'  Airlines  war- 
rants really  worth  a  play  simply  because 
the  carrier  has  exclusive  scheduled  land- 
ing rights  at  Atlantic  City? 

The  speculative  leaven  at  work  in 
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Historically,  Wall  Street's  value  hunters 
always  picked  over  the  larger  stocks  first  andj 
if  they  were  still  in  a  buying  mood,  then 
turned  to  the  smaller  issues.  The  last  four 
years,  however,  show  a  different  pattern: 
Smaller  stocks,  many  of  which  are  listed  on 
the  American  Stock  Exchange  or  are  traded 
over-the-counter,  have  clearly  risen  faster  and 
higher  than  the  blue  chips.  The  Amex  and 
OTC  indices  plotted  Kere  have  risen  172%  and 
143%  respectively  in  the  past  four  years, 
while  the  New  York  Stock  Exchange  compos-j 
ite  index  has  increased  75%. 
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V  New  Kind  Of  Bargain  Hunting? 
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some  of  the  Amex  other  high  fliers  is 
gambhng  of  a  different  sort.  Consider 
Computer  Investors  Group,  a  Stamford. 
Conn,  computer  leasing  operation  that 
has  been  cau^t  in  the  switches  by  the 
introduction  of  IBM  s  new  370  Une. 
Computer  Investors  has  had  to  acceler- 
ate the  depreciation  charges  on  the  old 
360  models  that  make  up  the  bulk  of  its 
own  lease  Une.  The  need  to  reflect  their 
shorter  useful  life  has  bitten  deeply  into 
earnings.  The  accounting  is  so  confusing 
that  the  company  was  more  than  a  month 
behind  in  fihng  its  annual  10-K  with  the 
Securities   &    Exchange  Commission. 


Outside  auditors  have  expressed  doubt 
that  the  company  will  ever  be  able  to 
recover  the  carrying  value  of  its  System 
360  equipment. 

Commodore  Corp.  is  another  conun- 
drum. The  Dan\Tlle.  Va.  mobile  home 
producer  has  only  lately  begun  to  func- 
tion outside  the  protection  of  a  federal 
bankruptcy  co'urt.  Commodore  has  been 
able  to  pare  down  some  of  its  top-hea\y 
debt  load,  but  it.  too.  is  operating  under 
the  burden  of  an  auditors  statement 
hemstitched  with  caveats  over  the  earn  - 
ing value  of  some  of  its  assets  values. 

Commodore,  nonetheless,  which  sold 


for  as  little  as  %  a  little  over  ten  months 
ago.  has  gone  as  high  as  5  and  is  current- 
ly trading  at  around  4V4.  Computer  In- 
vestors, which  opened  the  year  at 
around  '^/is.  also  hit  a  high  of  7%  this 
year,  and  is  currentlx'  at  5. 

Both  Computer  Investors  and  Com- 
modore are  "  turnaround"  stories.  The> 
have  drav^Ti  speculative  lightning  on  the 
premise  that  aU  the  red  ink  vnill  soon 
turn  to  black.  Traditional  gambhng  ctal- 
ors.  those.  Insiders  who  know  the  c-om- 
panies  best  insist  the  market  is  pla>ing  a 
ct)uple  of  ver\  long  shots  indeed. 

'  W'e  have  been  at  a  loss  to  explain  it 
sa>  s  Bob  Hatley.  Commodore  s  secre- 
tary. Profits  have  begun  to  improve,  but 
"  nothing  has  taken  place  to  warrant  that 
kind  of  jump  in  the  stock."  he  continues. 

Stephen  Mann.  Computer  Investors' 
chairman,  echoes  Bob  Hatle>  s  be%\-il- 
derment.  "  We  have  been  showing  losses 
since  197-5.  says  Mann,  "  and  for  the  fir?: 
quarter  of  the  y  ear  we  announced  earr.- 
ings  at  SI  miUion.  Vt'e  expected  the  prict- 
of  the  stock  to  go  up  somewhat. '  he 
adds,  "  but  I  have  to  say  the  extent  of  the 
rise  was  surprising.  \N"e  were  surprised 
at  how  fast  the  stock  had  gone  up." 

Like  most  of  the  big  gainers  on  the 
-\mex.  including  Resorts  International 
both  Commodore  and  Computer  Inves- 
tors have  thin  floats.  Much  of  the  out- 
standing stock — 51%  in  the  case  of  Com- 
modore, some  70%  in  the  case  of  Coir  - 
puter — is  held  by  insiders. 

of  which  helps  explain  why  thi- 
bull  market  in  small  stocks  w  as  able  to  e 
\irtually  unnoticed  for  so  long;  It  doesn  : 
take  much  money  to  move  these  stocks 
]ust  as  their  prices  collapsed  in  the  late 
Sixties  on  a  thin  trickle  of  volume,  s 
their  pric-es  have  soared  recently  on  a 
relatively  small  influx  of  new  money 
Throw  -SlOO  miUion  in  buying  power  int 
International  Business  Machines  and  th- 
stock  will  scarcely  budge;  IBNf  has  S-i* 
bilhon  worth  of  shares  outstanding.  But 
throw  SI  milhon  into  a  SIO  stock  with 
■500.000  shares  in  pubUc  hands  and  the 
stock  could  easily  double. 

Resorts  International  has  been  grab- 
bing aD  of  the  headlines  because  of  the 
way  it  has  been  bucketing  all  over  the 
tape — ^from  a  low  of  19*^4  this  y  ear  to  a 
high  of  190  for  the  A  stock  and  then  back 
down  to  128.  The  volatihty  in  such  less- 
weD-known  stocks  as  Nortek,  Inc.,  a 
Cranston.  R.I.  conglomerate  mix  of  ca- 
ble manufecturing.  textile  finishing  and 
granite  quarries,  has  left  even  exper- 
ienced analysts  with  a  sense  of  unreahty 
Propelled  at  least  in  part  by  a  couple  of 
highly  bullish  ad\isory  service  blurbs. 
Nortek  zipped  fi^m  a  low  of  2'^  to  a  high 
of  22%.  and  in  the  space  of  seven  market 
days  was  knocked  down  to  14.  "TTiere  is 
just  rampant  speculation  out  there,  says 
Dick  McCabe.  a  technical  analyst  for 
Merrill  LyTich. 

Of  course  the  %  olatih'ty  that  w  orks  or. 
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In  numbers  of  shares  traded,  the  New  York  Stock  Exchange  is  still  a 
lot  bigger  than  the  Amex  .  .  . 


.  .  .  But  the  Amex  has  become  livelier  than  it  used  to  be.  In  January  of 
this  year  about  ten  shares  were  traded  on  the  Big  Board  for  one  share 
traded  on  the  Amex. By  last  month  the  ratio  had  dropped  to  5  to  1. 
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BUSINESS  IS 
CHANGING  THE 
rr  DOES  BUSINESS. 


It's  been  said  that  you  could  take  a  19th-century  clerk, 
put  him  in  a  20th-century  office,  and  he'd  have  very  little 
trouble  adapting. 

That's  because  while  technology  was  leaping  into 
almost  every  other  area  of  business,  it  was  barely  creeping 
into  the  office. 

Leaving  offices  underequipped  to  handle  the  72  billion 
new  documents  that  arrive  yearly 

But  all  that's  changing  now.  Technology  is  finally 
finding  its  way  into  the  office. 

And  at  Xerox,  it's  our  business  to  help  you  manage  that 
change. 

Not  just  with  better  copiers  and  duplicators. 

But  with  electronic  typing  systems  that  let  you  create, 
edit  and  store  information.  Telecopier  transceivers  that 
transmit  it. 

Computer  services  that  give  you  the  benefits  of  a 
computer  without  having  to  own  one. 

Even  electronic  printers  that  let  you  take  information 
directly  from  a  computer— and  then  print  it  out  in  all  the 
ways  you  want  it. 

By  designing  systems  to  help  businesses  manage 
information,  Xerox  is  actually  doing  something  even  more 
important: 

Namely,  helping  offices  leap  right  into  the  present. 

XEROX 


XEROX®  Md  TELECOPIER®  .irc  iradeniarks  of  XEROX  CORPORATION. 


6  years  ago  America  didn't  know 
It  was  about  to  run  out  of  energy. 


But  Grace  knew. 


Back  then,  most  Americans  burned 
energy  like  there  was  no  tomorrow. 

But  because  Grace  is  in  the  business 
of  being  ready  for  tomorrow,  we 
anticipated  shortages  and  began  to 
develop  reserves.  One  way  was  to 
look  for  new  sources  of  oil. 
Domestic  oil. 

We  knew  that  many  oil  wells  were 
abandoned  when  oil  could  no  longer 
be  pumped  out  by  conventional 
means.  Yet,  by  flooding  the  oil  fields 
with  water  or  injecting  them  with 
steam,  the  oil  could  start 
flowing  again. 

The  process  is  called  secondary  oil 
recovery.  And  even  before  long  lines 
were  forming  at  gas  stations,  Grace 
decided  to  make  oil  recovery  a  part 
of  its  natural  resources  business. 

Today,  over  35%  of  our  total  oil 
production  comes  from  secondary 


recovery.  Of  course,  we  aren't  always 
right  about  what  tomorrow  will  bring, 
but  our  batting  average  is  good. 

Natural  resources  —  oil,  coal  and 
natural  gas  —  are  only  one  part  of 
W. R.  Grace  &  Co.  Grace,  in  fact,  is 
a  $4  billion  company  with  interests  in 
chemicals,  natural  resources  and 
consumer  businesses. 

Since  1968,  ten  years  ago,  the 
company's  net  income  has  grown  by 
an  average  of  15%  annually,  and 
shareholders  have  been  receiving 
cash  dividends  for  44 
consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
W. R.  Grace  &  Co. ,  Grace  Plaza, 
1 1 14  Avenue  of  the  Americas, 
New  York,  N.Y,  10036,  Dept.  FB-1. 

One  step  ahead  ofa 
changing  world 


GRACE 

chemicals  •  natural  resources  •  consumer  products 


tln'  upside  works  on  the 
downside,  too.  You  don't 
have  to  be  much  over  30  to 
remember  when  there  sim- 
ply were  no  bids  for  these 
smaller  stocks  and  it  was  not 
uncommon  for  them  to  lose 
as  much  as  80%  of  market 
value  in  a  relatively  short 
period  of  time. 

But  sober  assessments  cut 
no  ice  whatever  with  Wayne 
Kromewitter.  He  was  in  his 
early  20s  when  the  plug  was 
pulled  in  1968  and  his  recol- 
lection of  that  great  specula- 
tive debacle  is  only  a  dim 
memory.  That's  true  of 
many  of  the  other  newcom- 
ers to  this  market,  who 
seem  to  attach  little  weight 
to  all  of  the  warnings  about 
'unwarranted  speculation 
they  ve  been  getting  from 
Arthur  Levitt  Jr.  and  their 
own  brokers. 

"You  really  can  t  do  any- 
thing with  them  on  these 
gambling  stocks,"  says 
Maura  Flanagan,  an  account 
executive  in  E.F.  Hutton  s 
Hackensack,  N.J.  office. 
"You  warn  them  and  the 
next  day  the  stock  goes  up 
15  points.  You  feel  stupid, 
so  you  shut  up." 

Many  professionals  look 
on  the  newcomers  as  sheep 
to  be  shorn.  "They  re  a 
bunch  of  terrified  ama- 
teurs,' says  Ralph  L. 
Wanger,  president  of  the 
Chicago-based  Acorn  Fund. 
The  huge  short  interest  in 
Resorts  International — at  its 
peak,  13%  percent  of  out- 
standing— is  in  its  own  way 
an  expression  of  how  some 
of  the  pros  and  heavy-hit- 
ting semipros  assay  the 
newcomers  supposed  lack 
of  Street-smarts. 

Short  Resorts?  Catching  lightning  in  a 
jar!  Some  of  the  semipros  who  tried  it  got 
badly  mauled  themselves  in  what  was 
supposed  to  be  a  slaughter  of  the  inno- 
cents. Consider  the  plight  of  Robert  J. 
Saex,  a  48-year-old  Holyoke,  Mass.  in- 
surance wholesaler  who  has  "about 
$300,000"  in  the  market  and  likes  to 
swing.  Saex  is  convinced  "the  bubble  is 
going  to  burst  in  gambling  stocks  and 
thought  Resorts  would  peak  at  100,  ex- 
actl\  the  point  at  which  he  went  short.  "I 
was  unsuccessful  on  the  Class  B  stocks, 
and  just  last  week  I  lost  again  trying  to  go 
short,  "  he  laments. 

That  doesn  t  mean  there  isn't  plenty 
of  distribution  going  on.  Resorts  insid- 
ers, for  example,  including  Chairman 
James   M.   Crosby,   have  been  doing 


A  Wild  Bunch 

These  ten  stocks  were  among  the  hottest  per- 
formers on  the  lately  seething  American  Stock 
Exchange.  Some  of  the  companies  are  solid 
enough.  But  even  now,  after  some  selling  off, 
there  are  clear  signs  of  speculative  excess — the 
triumph,  as  cynics  say  about  second  marriages, 
of  hope  over  experience.  (Prices  given  are  as  of 
the  close  on  Sept.  22;  the  percentage  increases 
noted  are  for  May  29  through  Sept.  22.) 
Computar  Investors  Group,  Inc. — Up  400% 
A  13-year-old  computer  lessor  with  erratic  sales  and  profits. 
Even  management  can  t  explain  vvh\'  the  stock  is  up  so  high. 
Allegheny  Airlines,  Inc  Up  233% 

A  major  U.S.  regional  airline,  in  business  41  years  and 
hopeful  of  graduating  to  the  Big  Board.  It  seems  to  be  flying 
high  because  of  its  exclusive  right  to  serve  Atlantic  City, 
N.J.,  where  the  gambling  frenzy  is. 
Pioneer  Systems,  Inc. — Up  208% 

In  business  19  years — textile  processing,  pay-TV  and  (spec- 
ulators please  note)  parachutes.  Broke  into  the  black  last 
year  after  four  straight  losing  years. 
The  Commodore  Corp. — Up  133% 

The  26-year-old  mobile  home  maker  emerged  from  protec- 
tion of  Chapter  XI  of  the  bankruptcy  law  only  two  years  ago. 
Prime  Motor  Inns,  Inc. — Up  130% 

More  Atlantic  Cityitis.  Recently  acquired  a  long-term  prop- 
erty lease  to  build  a  500-room  hotel  and  casino  in  Vegas-by- 
the-Jersey-Shore. 
Interphoto  Corp. — Up  111% 

Unprofitable  17-year-old  photographic  equipment  whole- 
saler. Its  continued  listing  on  the  Amex  is  now  in  question. 
Cousins  Mortgao*  &  Equity— Up  100% 
A  real  estate  investment  trust  with  a  load  of  troubles.  It's 
reorganizing,  hoping  to  diversify. 
Vintage  Enterprises,  Inc. — Up  77% 
Another  mobile  home  manufacturer 
turnaround. 

Resorts  International  A — Up  74% 

The  hot  one  lately,  now  awesomely 
waiting  to  get  into  its  Atlantic  City  casino  are  almost  long 
enough  to  make  you  forget  the  $4  million  in  stock  sold  by 
insiders. 

Nortek-4Jp  55% 

A  conglomerate  with  rising  sales  but  thin  profits,  noted  as  a 
"loaded  laggard  "  by  Forbes  only  last  May  1.  Laggard  no 
more,  it  has  lately  run  into  profit-taking. 
Source:  Mansfield  Stock  Chart  Service 


showing  signs  of  a 


;lv  volatile.  The  lines 


some  selling.  Crosby  sold  about  11,000 
shares  of  Class  A  at  $80  a  share  in  July 
and  August  and  another  16,000  shares 
of  Class  A  over  the  last  few  weeks  at 
SI 80  a  share.  That  works  out  to  around 
$4  million.  Crosby  still  has  another 
190,000  shares  of  the  stock  tucked  away 
in  his  strongbox,  and  monosyllabically 
grunts  that  he  sold  only  because  he 
'"wanted  cash. 

There  has  also  been  a  certain  amount 
of  insiders  selling  in  such  high  fliers  as 
Prime  Motor  Inns  and  Integrated  Re- 
sources. The  Keystone  S-4  Fund  has  un- 
loaded at  least  part  of  its  190,000-share 
position  in  Allegheny  Airlines  and  Ralph 
Wanger  has  pulled  the  Acorn  Fund  out 
of  several  situations  in  which  he  thought 
it  prudent  to  take  the  mone\  and  run. 

One  of  those  situations  was  Forest 


City  Enterprises,  a  tidily 
managed  real  estate  devel- 
oper and  purveyor  of  build- 
ing materials  that  Wanger 
has  been  sitting  on  for  five 
years.  He  bought  the  stock 
at  1 1  and  recently  pumped 
all  50,(K)0  shares  of  his  posi- 
tion into  the  Amex  at  be- 
tween 23  and  24.  The  big 
rise,  according  to  Wanger, 
was  apparentK  prompted 
b\  the  discover}  that  Forest 
(-it)'  has  a  part  interest  in  a 
Golden  Beach,  Fla.  hotel 
just  north  of  Miami  Beach. 
Florida  is  scheduled  to  hold 
a  referendum  on  legalizing 
casino  gambling  in  the  Mi- 
ami Beach  area  this  fall. 
"  The  interest  in  the  hotel," 
says  Wanger,  "is  really  in- 
significant in  terms  of  the 
company  s  assets.  It  isn  t 
even  mentioned  in  the  an- 
nual report.'  The  gambling 
ruboff  was  all  it  took.  For 
most  of  the  last  couple  of 
years,  Wanger  continues, 
the  stock  didn  t  trade  "more 
than  1,000  shares  a  day.  I 
put  50,000  shares  into  the 
market, '  the  Acorn  Fund 
president  chortles,  "and  I 
was  getting  up-ticks  all  the 
way.  Now  that  s  really  pret- 
ty zany.  " 

Considering  all  this.  Wall 
Street  can  be  excused  for 
worrying  about  a  whole  new 
generation  of  investors  get- 
ting wiped  out  before  it  has 
barel\-  got  its  feet  wet.  The 
Street  knows  how  fragile 
golden  geese  can  be.  The 
long  string  of  hot  fads  in  the 
Sixties — uranium  stocks, 
bowling  stocks,  electronic 
stocks,  technologv'  stocks — 
all  took  their  toll. 

Will  history  repeat? 
There  is  a  nice  little  party  going  on,  and 
there  ma\'  be  some  hangovers.  But  as 
blasts  go,  this  one  can  t  hold  a  candle  to 
the  good  old  da\s.  Volume  on  the  Amex 
is  just  beginning  to  tilt  upward  out  of 
what  has  been  a  fairly  static  range  with 
the  Big  Board  (see  chart,  p.  60).  and 
Amex  average  P/E  ratios  are  still  hover- 
ing well  below  the  highs  of  1973. 

If  this  means  what  it  seems  to  mean — 
that  the  public  is  just  starting  to  dip  its 
toes — it  s  good  news  for  the  stock  mar- 
ket. The  market  may  again  be  perform- 
ing its  essential  role:  as  a  mechanism  for 
mobilizing  capital.  Okay,  the  public  is 
going,  in  the  end,  to  get  burned  in  gam- 
bling stocks.  The  important  thing  is  that 
the  individual  investor  has  been  winning 
again  and  hope  is  once  more  raising  her 
beautiful  head  ■ 
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THIS  USED  TO 
BE  THE  EASIEST  PLAGE  IN 

NEWYORKTOGET 
HIGH-RISK  INSURANCL 


In  New  York,  anything  is  possible. 
Unfortunately,  insuring  against  every  possi- 
bility was  always  easier  in  London. 

But  on  September  1st,  New  York's 
Free  Trade  Zone  Bill  became  the  law. 

Insurance  companies  licensed  in  the 
Free  Trade  Zone  are  no  longer  required 
to  file  policy  form  and  rate  iti  accepting 
unusual  or  large  commercial  risks  (with 
prem.iums  over  $100,000). 

The  law  also  provides  greater  flexi- 
bility in  tailoring  coverages  to  specific  and 
even  unprecedented  needs. 

AIG  is  proud  to  have  helped 
develop  and  implement  this  innovative 
legislation. 

It's  going  to  mean  new  business, 
new  jobs  and  a  new  freedom  to  compete 
with  foreign  insurers.  With  one  advantage. 
We're  in  New  York. 

If  you'd  like  to  know  more  abc>ut 
how  the  Free  Trade  Zone  Bill  can  affect 
your  business,  please  send  us  the  coupon. 
Or  call  the  AIG  representarive  at 


September  1st  began  a  new  day  for 
New  York  businessmen.  Starting  then, 
almost  anything  that  could  happen  here 
could  be  insured  here, 
r  1 

Please  provide  nie  with  intorm.uion  on  the 
Free  Ir,ii.ie  Zone  Bill  ;irid  Us  [>isiti\  e  ettei  is 
on  inv  business 

Nnme   

Tirle 

Cornp:ins  . 
Address   


Phc 


Arnene.in  lnrern;ition,il  Cirtiup,  Pepr,  A 
70  Pine  Street,  N'e^'.  York  N  V  lOOOS 


The  Last  Harrah 


Bill  Harrah  did  everything  possible  to  assure  an  orderly  corporate  life  for 
his  gaming  empire  after  death.  But  some  tricky  problems  persist. 


By  KATHLEEN  WIEGNER 

William  Fisk  Harrah,  founder  and, 
until  his  death  in  June  at  age  66,  chief 
executive  officer  and  chairman  of  Har- 
rah's,  the  $185  miUion  (revenues)  Neva- 
da gaming  company,  was  the  quintessen- 
tial bon  vivatit.  Although  he  was  a  shy 
man  who  found  it  difficult  to  make  close 
friends,  Harrah  nevertheless  loved  ex- 
pensive clothes,  flashy  automobiles,  fine 
living  and  beautiful  women.  His  closet, 
the  size  of  a  small  airport  hangar,  was 
crammed  with  hand-tailored  suits,  each 
carefully  numbered  and  dated  so  that  he 
would  not  mistakenly  appear  in  the  same 
outfit  twice  when  entertaining  the  glit- 
tering celebrities  who  frequented  his  ca- 
sinos and  showrooms.  Harrah  amassed 
the  world's  largest  collection  of  antique 
cars,  1,400  in  all,  and  owned  four  auto 
dealerships  in  Reno  and  Idaho  as  well  as 
the  Ferrari  distributorship  for  the  west- 
ern U.S.  He  was  married  six  times  (twice 
to  his  first  wife)  including  a  four-month 
marriage  to  singer  Bobby  Gentry.  There 
was  his  $1.5  million  lodge  in  Idaho  and 
his  162-acre  spread,  Rancharrah,  near 
Reno,  which  was  like  a  fiefdom  with  its 
special  security  force  and  swans  gliding 
on  a  small  lake. 

A  playboy?  Not  at  all.  If  Harrah  lived 
for  the  moment,  he  didn  t  do  so  at  the 
expense  of  the  company  that  bore  his 
name.  In  his  corporate  life  he  was  a 
meticulous  and  exacting  boss  but  he 
didn't  run  a  one-man  show.  The  man 
who  demanded  each  picture  be  hung 
with  two  picture  hooks  (to  guarantee  the 
pictures  hung  straight)  left  behind  at 
least  two  seasoned  men  to  run  his  com- 
pany. Lloyd  Dyer,  51,  Harrah  s  chief 
executive  officer,  started  as  a  summer 
employee  in  1957  and  worked  his  way 
up  to  president  three  years  before  Har- 
rah's  death.  J.  George  Drews,  48,  ex- 
ecutive vice  president  for  finance,  has 
been  with  Harrah's  since  1971.  "Bill 
stipulated  in  his  will  that  he  had  confi- 
dence in  existing  management,  "  com- 
ments Dyer.  "He  had  a  lot  of  foresight 
and  paid  attention  to  management 
depth.  Our  management  averages  20 
years  with  the  company." 


After  his  last  marriage  four  years  ago 
to  an  ash  blond,  blue-eyed,  ex-Harrah's 
cocktail  waitress  half  his  age,  Harrah  be- 
gan to  spend  more  time  at  home  or 
working  on  his  outside  business  inter- 
ests, leaving  day-to-day  operations  to 
management.  "Bill  was  happily  mar- 
ried, "  says  Dyer.  "He  told  me  to  handle 


Harrah  s  new  CEO  Lloyd  Dyer 


Too  many  casinos  spoil  tiie  pot. 

the  management  of  the  company.  ' 

Through  no  fault  of  Harrah,  it  turns 
out  Dyer  and  Drews  have  their  work  cut 
out  for  them.  Harrah's  margins  suffered 
in  the  fourth  quarter  ending  June  30 
(ironically  the  company  closed  its  books 
the  day  Harrah  died).  Increased  compe- 
tition in  Reno  from  four  new  casinos, 
including  the  mammoth  MGM  Grand- 
Reno,  caused  Harrah  s  expenses  to  soar. 
Entertainment  costs  were  up  31.3%,  ad- 
vertising 22%  and  promotional 
allowances  jumped  11.2%  over  1977.  A 
labor  shortage  drove  wages  up  19%.  As  a 
result,  income  in  Harrah  s  fourth  cjuar- 
ter,  which  is  historically  a  strong  one, 
increased  only  1.5%  on  a  revenue  gain  of 
6.5%.  Earnings  growth,  which  has  aver- 


aged 16%  over  the  last  ten  years,  could 
slow  to  an  estimated  10%  in  fiscal  1979. 
While  few  expect  the  great  Reno  b(M)m 
(Forbes,  May  29)  to  go  bust.  Harrah's 
isn't  the  only  company  that  is  having 
problems.  Del  E.  Webb  Corp.,  which 
opened  its  Sahara  Reno  in  July,  has  al- 
ready announced  that  its  earnings  for  the 
third  tjuarter  \\ill  be  as  much  as  30% 
lower  than  they  were  a  year  earlier — 
mainly  because  of  operating  losses  at  the 
new  hotel-casino — and  at  least  one  other 
new  casino  is  said  to  be  having  some 
financial  difficulties. 

"Until  MGM,  Sahara  Reno  and  Cir- 
cus-Circus came,  we  realK'  had  the  only 
show  in  town,  "  says  Dyer.  All  the  new 
openings  in  Reno  have  also  hurt  Harrah's 
operation  at  Lake  Tahoe,  which  is  only 
35  miles  away. 

Dyer  is  also  having  to  reappraise  Har- 
rah's expansion  plans.  Environmental 
constraints  already  restrict  further  devel- 
opment at  Lake  Tahoe.  Reno,  concerned 
over  its  recent  growth,  is  threatening  to 
put  the  lid  on  new  developments  for  a 
while.  Dyer  has  already  shelved  a  major 
resort  and  gaming  complex  planned  west 
of  Reno,  and  while  he  expects  to  develop 
the  city  block  Harrah's  owns  across  from 
its  downtown  site,  getting  the  necessary- 
permits  could  be  delayed  given  the  pres- 
ent climate. 

"We  can  t  stay  in  the  cocoon  of  Reno- 
Tahoe,  '  Dyer  says. 

To  raise  money  for  this  geographical 
expansion.  Dyer  has  been  moving  to 
strengthen  the  company's  financial  posi- 
tion. He  called  in  its  convertible  deben- 
tures -in  August,  which  not  only  in- 
creased Harrah's  float,  making  the  stock 
more  attractive  to  investors,  but  also 
permits  him  to  take  on  more  debt  when, 
and  if,  the  company  decides  to  move  into 
Las  Vegas,  Atlantic  City  or  Miami — 
should  gaming  be  legalized  there.  Ken- 
neth Golden,  an  analyst  with  Sutro  & 
Co.,  thinks  Miami  would  suit  Harrah's 
better,  but  George  Drews  has  also  made 
several  trips  to  Atlantic  City  in  recent 
months.  Either  way,  with  $40  million  in 
cash  in  his  war  chest  and  the  option  of 
additional  equity  offerings,  Drews  won't 
lack  for  mone\'. 
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'-'^l...::  • '  '^  Of  the 
5  Great  Liqueurs 

in  the  world 
only  one  is  made  in 
America. 

W 


Immediately  after  Harrah's  death,  ru- 
mors surfaced  that  control  of  the  com- 
pany would  have  to  be  sold  to  pay  taxes 
on  an  estate  then  worth  close  to  $150 
million  in  Harrah  stock  alone.  Hilton 
Hotels  Corp.  and  20th  Century-Fox 
were  the  most  commonly  mentioned 
potential  bidders.  But  in  his  will,  Har- 
rah was  quite  specific  about  what  he 
wanted  done  with  his  80%  of  the  com- 
pany. It  was  to  remain  in  hands  as 
friendly  to  management  as  death — and 
taxes — would  allow. 

Most  of  Harrah's  assets,  which  include 
substantial  real  estate  holdings  as  well  as 
his  personal  businesses,  went  into  a  trust 
for  his  most  recent  wife  and  for  two 
adopted  sons  by  his  first  marriage.  But 
voting  control  of  the  stock  went  to  three 
trustees:  Harrah's  chairman  and  execu- 
tor of  the  estate.  Mead  Dixon;  Lloyd 
Dyer;  and  a  longtime  acquaintance. 
Judge  Bruce  Thompson.  Although  Har- 
rah could  not  forbid  his  trustees  from 
selling  his  stock  (and  risk  having  them 
sued  if  the  stock  price  plummeted),  he 


.  .  Harrah's  assets  went 
into  a  trust  for  his  wife  and 
two  sons.  But  the  trustees 
keep  voting  control .  .  /' 


made  it  clear  that  he  wanted  them  to 
hold  on  to  it  at  all  cost. 

It  could  take  two  or  three  years  to 
settle  the  estate.  At  worst,  Harrah's  es- 
tate might  be  socked  with  a  $53  million 
tax  bill,  but  that's  unlikely.  Dixon  has 
already  hired  Dean  Witter  Reynolds  to 
estimate  a  reduced  valuation  for  the 
stock  on  the  grounds  that  a  massive  sale 
would  drive  the  stock  price  down.  If 
Dixon  could  get  a  25%  reduction  (and 
that's  not  unthinkable)  the  tax  bill  would 
fall  to  roughly  $40  million.  Depending 
on  what  Harrah's  other  assets  are  worth 
(estimates  run  around  $25  million),  what 
his  debts  finally  total  (claims  against  the 
estate  may  run  around  $20  million)  and 
what  the  market  price  for  the  stock 
would  be  when  it  was  sold  (it  currently 
sells  at  29),  maybe  only  1.4  million 
shares  (about  23%  of  Bill  Harrah's  stock) 
would  have  to  be  sold.  Not  enough  to 
give  anyone  control  of  the  company.  Nor 
does  anything  preclude  the  company 
from  buying  some  of  that  stock  itself 
provided  the  heirs  were  satisfied  with 
the  price. 

"Bill  Harrah  was  not  really  concerned 
about  what  happened  after  his  death,  " 
comments  Dixon.  "He  wanted  to  live  his 
life  to  the  fullest  while  he  was  alive.  He 
was  concerned  that  his  wife  and  children 
be  taken  care  of  and  that  Harrah's  be 
maintained  as  an  entity."  At  the  moment 
it  looks  as  if  in  death,  as  in  life.  Bill 
Harrah  got  what  he  wanted.  ■ 

FnQRPC  nrmpPD  ic  iota  ■ 


Scotland  has  Drambuie. 
Ireland  has  Irish  Mist.  France 
has  Cointreau  and  B&B. 

Now  America  can  boast  its 
own  great  native  liqueur:  Wild 
Turkey  Liqueur  created  in 
Kentucky  by  the  originators  of 
America's  finest  native  whiskey, 
Wild  Turkey. 


Wild  Turkey  Liqueur  is  the 
"sippin'  sweet  cream"  of  liqueurs. 
It's  made  to  be  savored  slowly 
after  dinner  Or  as  a  mellow 
accompaniment  to  an  evening's 
conversation.  You've  tasted  the 
great  liqueurs  of  Europe. 
Now  taste  America's  great  one— 
Wild  Turkey  Liqueur. 


NOTICE:  SUPPLY  WILL  BE  LIMITED,  IF  NOT  IN  YOUR  STORE,  PLEASE  CONTACT  AUSTIN,  NICHOLS  &  CO  ,  LAWRENCEBURG,  KY  80  PROOF  ©  1977 


The  Strivers 


Watch  CBS  SPORTS®  for  Coverage  of  the  1978  New  York  City  Marathon 


Saturday,  October  21 
'CBS  Sports  Spectacular" 


Sunday,  October  22 
The  MFL  Today  Pre-Game  Show" 


Check  your  local  TV  listings  for  times  in  your  area. 


On  October  22, 1978,  New  York  City  again  hosts  At  Manufacturers  Hanover,  we're  totally  committed 

the  marathon  of  marathons.  Over  10,000  runners...  to  improving  the  quality  of  life  in  the  markets  we 

more  than  a  million  spectators ...  a  five-borough  serve.  Mot  only  through  banking  on  a  local,  national 

course  that  starts  on  the  world's  longest  suspension  and  international  scale  but  also  by  sponsoring 

bridge  and  ends  in  Central  Park.  community  events,  like  the  New  York  City  Marathon. 

MANUFACTURERS  HANOVER 

The  financial  source.Worldwide. 


niroducing  the  most  fabulous 
NewM^r  of  them  all 


The  totally  new  Chrysler  New  )6rker  forl979. 


Remarkable  design  achievement.  , 

This  year.  New  Yorker  is  the  ultimate  in  fashion  and  design.  A  remarkable  design 
achievement.  A  luxury  car  that  still  looks  like  a  luxury  car.  With  virtually  the  same  room  inside 

as  our  previous  full-size  New  Yorker.      :  ,        . ,    .  . 
Elegant  new  luxury. 

If  interior  elegance  is  any  measure  of  a  luxury  car.  this  Chrysler  New  Yorker  is  a  fabulous 
new  example.  Interiors  are  spacious.  With  center  armrests,  both  front  and  rear. 
The  rich  leather  seating  is  new.  and  well  worth  the  extra  cost.  The  ride  is  smooth  and 
luxurious.  Very  quiet.  Very  cornfortable.  r A,- -^^^ /. 
Superb  attention  to  detail. 
A  new  "smart  switch"  mounted  on  the  steering  column  controls  four 
separate  driving  functions.  Rear  doors  have  both  reading  lights  and  assist  straps.  Standard., 
power -assisted  features  even  include  power  windows.  Two  optional  steering  wheels 

are  wrapped  in  fine  leather. 
New  fuel  efficiency. 
According  to  EPA  mileage  estimates,  this  newly  designed  New  Yorker  is  most 
impressive.  Your  actual  mileage  may  differ,  depending  on  how  and  where  you  drive, 
the  condition  of  your  car  and  its  optional  equipment.  California  mileage  lower. 


BMPG 
HWY 


ID  CITY 


318  2-bbr  V-8.  No  charge  optica 


Coors  Beer: 
What  Hit  Us? 


With  sales  and  profits  down  sharply,  Colorado's 
Adolph  Coors  Co.  has  become  a  follower  rather  than  a 
leader  in  the  beer  business.  Are  its  glory  days  over? 


"Our  business  plan,  in  one  word,"  says 
William  Coors,  "is  survival." 

The  word  is  well  chosen.  Not  long  ago. 
Chairman  Bill  Coors'  Golden,  Colo.- 
based  Adolph  Coors  Co.,  the  nations 
fifth  largest  brewer,  was  selling  its  beer 
by  allocation  only.  Today  it's  struggling 
to  keep  from  becoming  another  casualty 
in  the  savagely  competitive  beer 
industry. 

In  1977  Coors  earned  $1.92  a 
share,  down  12%  from  1976,  on 
sales  of  nearly  $600  million.  It 
shipped  12.8  million  barrels  of 
beer,  down  5%  from  1976.  It  lost 
market  share  in  many  of  the  16 
western  states  which  have  the 
bulk  of  its  distribution.  For  the 
first  half  of  1978  things  are  even 
worse:  barrelage  down  12%,  per 
share  earnings  down  from  $1.02 
a  year  ago  to  56  cents,  and  in 
California,  which  accounts  for 
39%  of  sales,  it  was  surpassed  as 
the  number  one  brewer  by  An- 
heuser-Busch. Coors,  which 
went  public  in  the  depressed 
stock  market  of  1975  at  31,  today 
is  hovering  around  16 — a  loss  of 
about  50%  for  the  first  public 
stockholders, 

A  bitter  brew  indeed  for  a  com- 
pany that  once  put  out  America  s 
cult  beer.  With  virtually  no  ad- 
vertising or  marketing,  Coors 
soared  from  12th  to  4th  place 
among  all  brewers  between  1965 
and  1969.  (It  has  since  slipped 
back  to  5th.)  Between  1970  and 
1975  barrelage  grew  11%  a  year. 
President  Ford  packed  Coors  on 
Air  Force  One.  Henry  Kissinger 
bootlegged  it  back  to  Washington 
on  trips  to  the  We.st.  Actors  Paul 
Newman  and  Clint  Eastwood 
drank  it  on  movie  sets.  People 
across  the  country  began  talking  about 
the  Coors  "mystique.  " 

What  went  wrong? 

"We  got  arrogant,  "  says  Peter  Coors, 
32,  Bill  s  nephew  and  Coors  chief  mar- 
keting strategist.  "We  thought  we  were 
doing  the  retailers  a  favor  to  bring  beer 


to  them.  We  didn  t  have  a  product  mix 
or  a  package  mix  to  serve  their  needs. 
We  had  a  hard-to-open  press-tab  can 
that  we  tried  to  force  on  the  consumer 
because  it  was  environmentally  respon- 
sible.' In  the  last  three  or  four  years, 
we  ve  given  the  consumer  no  reason  to 
stav  with  us.' 


In  short,  Coors  had  become  smug  in 
the  belief  that  all  it  had  to  do  was  make  a 
single,  superior  beer,  thus  reaping  maxi- 
mum economies  of  scale  from  its  highly 
integrated  brewery,  the  nation's  largest. 
Quality  would  sell  itself 

But   the   formula   suddenly  stopped 


working  in  1976.  For  the  first  time  since 
Prohibition  was  repealed,  Coors  could 
not  sell  all  its  beer.  "It  was  a  traumatic 
year,"  says  one  company  executive. 

Coors  turned  to  a  market  research 
firm  to  find  out  what  had  gone  wrong. 
The  answer  came  back:  Coors  had  been 
trampled  by  the  segmentation  kicked  off 
by  Philip  Morris  Miller  Lite 
beer.  The  beer  industry  grows 
only  3%  a  year — but  virtually  all 
of  that  is  now  coming  from  light 
or  low-calorie  and  superpre- 
mium  beers.  Four  out  of  every 
ten  new  light-beer  drinkers  have 
been  switching  away  from  Coors 
(itself  a  lower-calorie  premium). 

If  that  wasn't  bad  enough, 
Coors  was  hit  by  union  trouble. 
First  came  a  1977  strike  sparked, 
in  part,  by  Coors  insistence  that 
all  prospective  employees  take 
lie-detector  tests.  (One  of  Bill's 
brothers  was  kidnapped  and 
killed  in  1960  and  the  family 
doesn't  want  it  to  happen  again.) 
When  the  negotiations  fell  apart, 
Coors  broke  the  strike — and 
brought  on  a  union  boycott.  To- 
day, Coors  ranks  with  J. P.  Ste- 
vens on  union  hate  lists.  And  the 
boycott  has  stirred  up  enemies  of 
Coors'  ultraconservative  politics 
(especially  those  of  Bill's  brother 
Joseph,  company  president). 

"With  what  we've  had  to  con- 
tend with  over  the  last  two 
years,"  says  Bill  Coors,  "we're 
lucky  to  have  our  doors  open.  " 

Tall,  ruggedly  built,  with 
deep-set  blue  eyes,  62-year-old 
Bill  Coors  seems  convinced  he 
was  right  all  along.  Rather  than 
admit  that  the  beer  business  had 
changed,  his  initial  reaction  was 
to  blame  the  boycott,  and  his 
eyes  still  blaze  when  he  speaks  of  it:  "It 
was  a  shock  for  us  to  find  that,  as  far  as 
the  union  is  concerned,  anything  goes. 
No  lie  is  too  great  to  tell  if  it  accom- 
plishes their  boycott  objectives.  We 
view  the  boycott  as  a  monument  to  im- 
moralitv  and  dishonesty.  " 


YOUR  COMPANY'S  PENSION  FUND  MAY  BE 
DESIGNED  FOR  SOMEONE  ELSE'S  COMPANY 


When  a  pension  fund  is  invested  to  meet  the  needs  of 
different  companies,  it  may  not  meet  yours. 

That's  why  Mutual  Of  New  York  offers  individually 
tailored  investment  advice. 

The  advice  comes  in  two  levels,  and  you  choose 
what's  best  for  your  company  First,  our  Asset  Allocation 
Model  helps  us  recommend  the  range  of  fixed  to  equity 
ratios  that  appears  to  be  best  for  your  plan.  It's  a  comput- 
erized analysis  developed  by  Frank  Russell  Co.,  Inc. 

Second,  you  can  supplement  the  Russell  Model  with 
more  detailed  written  investment  advice  from  MONY's 
Pension  Investment  Comimittee.  MONY's  four  top  invest- 
ment officers  are  on  the  Committee.  So  is  the  head  of  our 
Group  Pension  Department.  Together,  these  five  people 
can  offer  your  plan  a  combination  of  investment  and 
actuarial  experience  that's  hard  to  find  elsewhere. 

MONY's  Pension  Investment  Committee  can  give  you 
advice  on  how  the  money  you  give  us  should  be  allocated 
among  these  5  MONY  funds:  The  General  Account.  The 


Equity  Growth  Account.  The  Equity  Income  Account.  The 
Public  Bond  Account.  The  Short  Term  Account.  These 
funds  offer  an  impressive  range  of  diversified  investment 
opportunities.  And  the  flexibility  to  accommodate  your 
plan's  growth,  too. 

The  five  funds  and  MONY's  advisory  services  are  pre- 
sented by  our  Regional  Pension  Directors  in  connection 
with  MOt^Y's  group  annuity  contracts.  And  our  Regional 
Pension  Directors  are  strategically  located  to  service  your 
needs  face-to-face  to  assure  a  good  flow  of  communica- 
tion. 

You  can  get  all  this  personal  attention  by  giving  a  little  to 
us.  Just  call  Peter  Cross  at  212-586-4000  or  send  in  the 
coupon  below.  And  get  a  fund  you  can  call  your  very  own. 

This  advisory  program  is  available  only  to  employers  or  trustees  of  corporate 
tax-qualified  retirement  plans  having  at  least  $500,000  in  plan  tunds  On  request, 
we  will  gladly  provide  financial  data  about  our  group  annuity  contracts  and  about 
MONY.  including  balance  sheets  and  statements  of  operations  for  the  past  two 
years,  sample  contracts,  and  other  material  information  about  how  we  determine 
and  credit  any  interest  that  is  not  expressly  stated  in  our  contracts 


Nevertheless,  Coors  is  trying  to  rectify 
its  marketing  mistakes.  In  1976,  Coors 
hired  J.  VVaher  Thompson  to  enhance  its 
corporate  image  and  this  \ear  has  more 
than  doubled  the  company's  ad  budget 
to  an  estimated  $15  million.  Bill  Coors 
has  reluctantly  approved  a  change  in 
Coors  single-beer  strategy,  and  the 
company  this  spring  introduced  its  first 
new  product  in  20  years:  Coors  Light. 
It's  also  working  on  plans  for  a  superpre- 
mium.  But,  again,  reluctantly.  "There 
are  staggering  logistics  problems  in  mak- 
ing and  packaging  diBeri  iit  kinds  of  beer 
in  the  same  brewery,  "  he  says.  "You  re 
multiplying  your  headaches.  So  you 
don  t  want  to  do  it  unless  you  have  to.  " 

If  growth  cannot  be  had  in  its  existing 
western  markets,  Coors  says,  new  east- 
ern markets  could  be  opened.  Yet  the 
East  may  not  be  so  viable  a  safety  valve 
after  all.  Eastern  beer  markets  are  heav- 
ily saturated — that  s  why  the  other  major 
brewers  are  moving  west.  Anheuser  has 
built  a  new  plant  in  California;  Miller  is 
building  one;  Schlitz  has  expanded  ca- 
pacity there.  From  its  single  plant  in  the 
Colorado  mountains,  Coors  transporta- 
tion costs  could  be  exorbitant.  Coors 
beer  is  not  pasteurized;  and  it  must  be 
transported  under  refrigeration  to  main- 
tain top  quality.  In  fact,  the  company  has 
had  to  take  out  newspaper  ads  in  some 
eastern  cities  advising  beer  drinkers  not 
to  drink  Coors;  for  years  bootleggers 


Coors  Bill  Coors 

The  word  is  "survival." 


have  bought  it  in  the  West,  shipped  it 
east  unrefrigerated  and  sold  it  at  black 
market  prices.  So  the  beer  with  the  mys- 
tique has  wound  up  with  a  negative  im- 
age in  many  eastern  states. 

Bill  Coors  suddenly  sits  forward  and 
makes  a  startling  statement.  "We  don't 
see  ourselves  committed  to  the  brewing 
industry  at  all,  "  he  says.  "We  are  com- 
mitted to  being  a  growing  industrial  cor- 
poration. "  At  present  levels  of  profitabil- 
ity, he  says,  building  a  new  brewery 
would  not  be  justified.  Not  that  Coors 
lacks  the  wherewithal:  It  was  recently 
sitting  on  $72  million  in  cash  and  its  debt 
was  almost  nonexistent.  In  fact,  howev- 
er, Coors  seems  to  be  as  timid  about 
diversification  as  it  is  about  building  new 
breweries.  Coors'  auto  ceramic  business, 
and  its  food  company  (which  processes 
rice  and  markets  a  cocoa  substitute  made 
from  brewer  s  yeast)  are  both  rather 
small  potatoes  and  accounted  for  just 
10%  of  sales  in  1977. 

Press  Bill  Coors  and  he  becomes 
touchy  and  defensive.  "If  people  want  to 
judge  us  on  our  errors  and  omissions, 
hellfire,  let  them,'  he  says.  "I,  for  one, 
never  look  back.  It's  a  waste  of  time.  " 
Maybe  so,  but  Adolpli  Coors  Co.  has  yet 
to  prove  that  it  has  adequately  learned 
from  its  recent  mistakes  that  it  can — 
using  Bill  Coors  own  word — survive  in 
the  competitive  and  sophisticated  world 
of  the  late  1970s.  ■ 


The  inc  omparablf  Aeapuku  CtTiter.  Completely  redesigned  . . .  with  music  pavillion, 
theatres,  fme  restaurants,  boutiques,  discotheque.  The  last  word  in  business  and  pleasure. 


Mexico  has  more  superb  meeting 
sites  than  you're  probably  aware  of. 
The  incomparable  convention  halls 
and  hotel  facilities  of  Mexico  City, 
Acapuico,  Puerto  Vallarta,  Guadalajara, 
Mazatlan  and  Monterrey  have  hosted 
the  world's  leading  corporations. 
International  congresses.  Thousands 
of  incentive  travelers. 

And  there's  our  brand  new 
convention  center  on  Cancun.  Plus 
new  gathering  locations  rising  under 
the  sun  of  Ixtapa/Zihuatanejo. 

A  meeting  in  Mexico  is  a  wise 
business  decision.  A  beautiful 
choice.  For  complete  information, 
mail  in  this  coupon.  Or  call  the 
nearest  office  of  the  Mexican 
Government  Tourist  Office. 


We're  all  business.  But  we  do  it  beautifully 


SiH  ri'laria  dc  Turismo  •  Consejo  National  de  Turismo 
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MEXICO 

THE  AMIGO  COUNTRY 
MEXICAN  GOVERNMENT  TOURIST  OFFICE 

Director  ot  Groups  and  Conventions 

40S  Park  Avenue 

New  York,  New  York  10022 

I'm  interested.  And  I'd  like  to  learn  more. 

Name  

Title  

C  ompany  

Address  

City 


State- 


Telephone 


.Zip. 


The  Ersatz  Limited 


Representative  Harley  Staggers  has  been  picking  the 
taxpayers'  pockets  to  keep  passenger  trains  running  in 
his  district.  His  game  may  be  about  over. 


It  was  a  press  agent's  dream:  a  "gala" 
ceremony  at  Grand  Central  Station  in 
New  York  marking  the  start  of  the  "20th- 
century  Week  to  honor  one  of  "the 
world's  greatest  trains "  and  a  Broadway 
hit  musical  that  shares  the  train's  name. 
One  of  the  stars,  Imogene  Coca,  was 
there  to  christen  a  waiting  train  with  a 
bottle  of  champagne.  A  red  carpet,  for 
years  a  feature  of  the  20th-century 
Limited,  again  led  to  the  train.  The 
women  guests  got  orchids  and  the  men 
white  carnations,  just  as  the  train's  riders 
used  to  get. 

Pure  press  agentry. 

The  20th-Centur\  Limited  is  no  more. 
It  was  discontinued,  as  the  Amtrak  press 
release  noted,  "by  the  New  York  Central 
in  1967  as  a  economy  measure.  "  The 
present  train,  the  Lake  Shore  Limited, 
offers  service  that  is  a  pale  copy  of  the 
other  train's.  The  old  Limited  used  to 
make  the  run  in  only  \5V2  hours.  The 
Lake  Shore,  admittedly  with  a  few  more 
stops,  is  scheduled  to  do  it  in  21  and  it's 
almost  never  on  time.  In  July,  trains  on 
some  routes  never  arrived  on  time,  and, 
on  average,  only  48%  managed  to  do  so. 

What  Amtrak  is  selling  is  nostalgia, 
not  service,  and  it  is  costing  the  taxpayer 
a  bundle. 

So  far,  Amtrak,  which  started  out  as  an 
experiment  in  hopes  that  it  could  break 
even,  has  cost  the  federal  government 
S2.5  billion  in  capital  and  operating  sub- 
sidies, not  counting  another  $900  million 
outstanding  in  guaranteed  loans.  And 
Congress  recently  approved  another 
$755  million  subsidy,  S600  million  of  it  to 
cover  operating  losses,  for  fiscal  1979, 
which  begins  Oct.  1. 

But  there  are  strong  signs  that  Am- 
trak's  enormous  appetite  for  taxpayer 
money,  along  w  ith  its  generally  poor  rec- 
ord for  service,  has  finally  undermined 
its  political  support.  Within  a  year  po!?si- 
bly,  if  the  Department  of  Transportation 
and  a  good  many  members  of  Congress 
manage  to  have  their  way.  Amtrak  will 
finally  begin  to  shrink  to  a  more  manage- 
able size. 

The  turning  point  came,  in  political 
terms  at  least,  at  a  four-hour  meeting 
between  members  of  the  House  and 
Senate  Commerce  committees  a  few 


weeks  ago.  They  gathered  to  reconcile 
the  differences  in  their  respective  ver- 
sions of  next  year  s  Amtrak  subsidy  au- 
thorization bill.  Representative  Harley 
O.  Staggers,  the  House  chairman  who 
has  become  famous  for  seeing  to  it  that 
his  northern  West  Virginia  district  is 


Representative  Harley  Staggers 


His  game  may  be  about  over. 

crawling  with  Amtrak  trains  at  the  tax- 
payers' expense,  had  gotten  the  House 
to  bar  Amtrak  from  eliminating  a  single 
route  unless  both  houses  of  Congress 
voted  their  approval.  That  would  have 
surely  meant  none  would  have  been 
dropped,  not  even  the  huge,  long-dis- 
tance money  losers,  such  as  the  one 
from  Chicago  to  Florida.  That  one  lost 
S15.5  million  in  fiscal  1977 — which  was 
16.3  cents  for  every  mile  it  carried  a 
passenger.  Nor  would  short-distance 
trains,  sa\ ,  the  Washington-Cincinnati, 
be  dropped.  That  route  carried  an  av- 
erage of  only  33  passengers  per  train, 
losing  S2.4  million,  or  23.5  cents  per 
passenger  mile. 

Last  May  Secretary  of  Transportation 
Brock  Adams  recommended  shrinking 
the  27,000-mile  Amtrak  system  to  18,900 


miles.  A  week  later  Representative  Stag- 
gers' committee  said,  "Not  on  your  life," 
and  reported  out  its  pork-barrel  bill.  But 
in  that  House-Senate  meeting,  the  West 
Virginia  Democrat  had  to  bow  to  his 
counterpart.  Senator  Howard  Cannon 
(D-Nev.).  whose  committee  had  de- 
clared, "The  time  has  come  for  substan- 
tial changes  to  be  made  in  Amtrak  s  op- 
erations in  order  to  reverse  what  the 
committee  believes  to  be  an  intolerable 
escalation  of  operating  deficits.  " 

One  Department  of  Transportation  of- 
ficial calls  the  outcome  "a  tremendous 
victory.  "  Even  skeptical  committee  staff- 
ers, who  over  the  years  have  watched 
Congress  add  or  subtract  one  Amtrak 
train  after  another,  thought  Amtrak  s  po- 
litical successes  were  over.  The  final  bill 
included,  along  with  all  that  subsidy 
money,  three  key  points: 

•  The  Department  of  Transportation 
must  submit  its  final  recommentations 
for  Amtrak  s  route  structure  b\'  the  end 
of  this  \ear. 

•  The  recommendations  would  go  into 
effect  automatically  90  days  later,  unless 
either  the  House  or  Senate  passed  a  veto 
resolution. 

•  Begiiuiing  next  >ear,  Amtrak  must 
submit  its  subsidx  requests  to  the  Office 
of  Management  &  Budget,  rather  than 
directly  to  Congress. 

"All  this  will  take  the  pressure  off  the 
HiU  in  the  future,  explains  a  ipleased 
committee  staff  member.  "Up  to  now  it 
has  been  a  political  logrolling  exercise. 
The  consensus  seems  to.be  that  Repre- 
sentative Staggers  will  have  quite  a  diffi- 
cult time  next  year  trying  to  get  enough 
votes  to  derail  the  Department  of  Trans- 
portation proposal  for  a  smaller  and 
cheaper  system. 

About  two-thirds  of  Amtrak  s  losses 
are  on  its  long-distance  trains.  If  those 
can  be  reduced,  Amtrak  could  concen- 
trate on  the  Northeast  corridor  from  Bos- 
ton to  Washington,  the  California  corri- 
dor and  the  area  around  Chicago.  Nostal- 
gia has  just  not  been  enough  to 
overcome  Amtraks  fundamental  prob- 
lem, competition  from  the  automobile 
and  airplane.  Now,  $2.5  billion  later. 
Congress  may  finally  be  waking  up  to 
that  fact.  ■ 
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>j97e  R  J  BtYNoiDS toe«ccoco 


^ykntage. 
I  just  won^t 
compromise 
on  taste! 


"I'm  willing  to  make  some  concessions, 
but  taste  isn't  one  of  them.  Even  though 
I've  heard  the  tar  stories,  I  still  want  a 
cigarette  with  good  taste. 

"That's  why  I'm  glad  I  switched  to 
Vantage. 

"With  Vantage,  I  get  the  taste  I  smoked 
for  in  the  first  place.  And  that  wasn't  easy 
to  find  in  a  low  tar 

%  "For  me, Vantage  is  the 
best  tasting  low  tar  cigarette 
there  is!' 


Jack  G.  Bacon 
Memphis,  Tennessee 


Regular,  Menthol, 
and  Vantage  lOO's 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health 


FILTER  100'S:  10  mg.  "lar",  0.8  mg.  nicotine,  FILTER,  MENTHOL 
11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  MAY  78. 


Avis  introduces  Autosense. 

Because  your  rent  a  car  should  be  as  prepared 
for  a  business  trip  as  you  are. 


Buit'k  Regal 


No  matter  how  much  you  prepare 
for  a  business  trip,  the  unexpected 
can  happen. 

But  thanks  to  Avis  and  Autosense® 
you  don't  have  to  worry  about  it  hap- 
pening on  the  road. 

Because  Autosense,  our  new  com- 
puterized diagnostic  tester,  is  now  a 
part  of  our  regular  car  care  program 
at  selected  locations. 

So  we  can  keep  our  cars  operating 
at  vehicle  standards  and  prevent  most 


problems  before  they  occur.  By  elec- 
tronically plugging  into  over  80  key 
engine  and  electrical  checlq^oints. 
From  spark  plug  load  and  battery 
drain  to  cylinder  compression  and 
alternator  output 

So  next  time  you're  preparing 
for  a  business  trip,  start  by  calling 
Avis  toU  free:  800-531-1212.  Or  make 
reservations  through  your  Travel 
Consultant. 


We  try  harder. 


AVIS 


Avis  features  GM  cars  and  trucks. 


uto^cnsc  is  a  registi-red  Trademark  of  United  TirchnoU^ies  Corporation.    Copyright  l'*7K  Avis  Rent  A  Car  System,  Int. 


The  Enquirer  and  the  Star  go  head-to-hcad  in  a  supermarket  magazine  tack 


Battling  not  for  Pulitzer  prizes,  but  for  siieif  space  and  a  sliare  of  tlie  consumer's  dollar. 

How  Gene  Pope  Made  Millions 
in  The  Newspaper  Business 

Untold  story  of  man  behind  National  Enquirer 
855  ways  to  get  shelf  space  at  the  checkout  counter 
Why  Rupert  Murdoch  likes  UFOs 
New  fields  for  tabloid  journalism? 


By  HOWARD  RUDNITSKY 

Gp:neroso  Pope  Jr.  is  a  combative  man 
who  looks  and  acts  like  the  late  Vince 
Lombardi  and  who  owns — lock,  stock 
and  barrel — the  newspaper  with  the  big- 
y;est  circulation  in  America. 

At  5.7  million  copies  per  week.  Pope  s 
National  Enquirer  is  also  one  of  the 
more  profitable  publications  in  the  land. 
Together  with  its  fast-rising  challenger, 
Hupert  Murdoch  s  Star  (circulation:  3.3 
million),  it  has  created  a  new  kind  of 
tabloid  journalism:  soft-core  sensational- 
isTii.  Loftier  publishers  may  sneer  at  En- 
(juircr  and  Star  headlines;  at  their  inter- 
minable stories  on  Jacqueline  Onassis, 
the  late  Elvis  Presley,  objects  from  outer 
space  and  psychic  experiences;  at  their 
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"startling  new  evidence  of  life  after 
death"  or  "new  hope  for  cancer,  motion 
sickness,  family  sexual  problems  or  the 
housewife  blues. 

But  don't  underestimate  them.  The 
Enquirer  and  Star  are  not  only  publish- 
ing but  retailing  phenomena,  and  soon 
may  be  giving  some  soberer  competitors 
serious  shelf-space  trouble. 

Pope's  Enquirer  grosses  something 
over  $75  million  a  year  and  turns  "a 
reasonable  profit.  He  won't  say  how 
much,  but  industry  sources  estimate 
close  to  $15  million  pretax  a  year,  which 
is  around  what  The  Neu'  York  Times  nets 
on  four  times  as  much  revenue.  Mur- 
doch, the  Australian  press  lord,  started 
the  Star  in  1974  and  so  far  has  poured 
more  than  $15  million  into  it  to  attack 


Pope  on  his  own  turf  and  with  his  own 
weapons.  Murdoch  s  paper  turned  prof- 
itable by  the  end  of  its  third  year,  a  neat 
trick  for  a  mass-market  publication,  and 
its  circulation  has  more  than  doubled  in 
two  years.  A  distant  third  is  still  another 
tabloid.  Midnight  Globe,  with  circula- 
tion of  1.7  million. 

The  battleground  is  the  retail  food  and 
drug  checkout  counter,  where  about 
85%  of  the  three  papers'  over  10  million 
copies  a  week  are  sold.  Supermarkets  are 
basically  a  shelf-space  game.  There  is 
room  for  only  so  many  publications  at  a 
checkout  counter  and  the  ones  repre- 
senting the  most  profit  to  the  storeowner 
will  survive. 

Pope  bought  the  Enquirer  in  1952  for 
a  borrowed  $75,000  and  turned  it  into  a 
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violent  rag  whose  etiitorial  content  was 
modeled  on  the  worst  excesses  of  British 
tabloids  ("Lock  ine  up  before  I  kill — No 
one  believed  the  police  chiefs  son  until 
lu'  ripped  open  a  girl  with  a  knife!  ). 

There  was  a  market  for  that  sort  of 
thing.  By  the  erid  of  the  Sixties,  the 
Enquirer  had  a  circulation  of  1  million. 
But  Pope  realized  that  the  middle  class 
(who  would  be  horrified  by  the  En- 
quirer  s  content)  was  a  bigger  market. 
The  way  to  reach  them  was  through  su- 
permarket and  drug  chains.  To  get  into 
the  checkout  counters.  Pope  turned  the 
Enquirer  s  contents  completely  around. 

Says  he;  T  went  back  and  read  some 
old  Reader's  Digests  of  the  1930s,  when 
the  Digest  was  having  its  greatest  growth. 
Most  of  the  stories  were 
about  triumphs  over  adver- 
sit\',  breakthroughs  in  medi- 
cine,  UFOs  and  nutrition. 
The  most  important  element 
was  that  most  of  it  was  uplift- 
ing." It  was  an  inspirational 
version  of  what  the  old  yel- 
low journalists  called  "gee- 
whiz"  journalism. 

Pope  combined  the  Di- 
gest formula  with  catchy 
headlines,  pictures  and  sto- 
ries about  TV,  movie  and 
society  celebrities,  consum- 
er subjects  ("How  to  cut 
your  food  bill  by  15%  ),  psy- 
chic phenomena,  ESP  and 
UFOs.  In  order  to  make 
sure  no  checkout  counter 
was  ever  without  an  En- 
(juirer  he  built  a  distribu- 
tion system  second  to  none. 
Today  he  employs  205  full- 
time  and  650  part-time  field 
people  whose  job  is  to  en- 
sure that  the  Enquirer  is  prominently 
displayed  and  the  racks  at  open  counters 
are  always  full.  Their  function  is  that  of 
the  Nabisco  dealer's  or  the  Procter  & 
Gamble  man's:  to  fight  for  shelf  space 
and  keep  merchandise  moving. 

Equally  important  are  the  markups 
that  magazines  and  newspapers  provide 
for  the  distributor  and  retailer.  Says 
Pope:  "Out  of  our  35-cent-a-copy  retail 
price  we  usually  give  about  8  cents  to  the 
retailer  and  a  little  over  5  cents  to  the 
wholesaler.  In  addition  we  have  to  give 
something  called  a  retail  display 
allowance  of  $13  annually  for  each 
checkout  display.  Publications  that  start- 
ed later,  "  he  says — like  People  and  the 
S^ar— "pay  $14  to  $20  a  year.  It  can  all 
be  pretty  costly.' 

In  fact,  the  Enquirer  will  provide 
about  $22  million  in  gross  profit  this  year 
for  dealers  and  retailers,  second  only  to 
rV  Guide's  $45  million  to  $50  million. 
Playboy  is  a  distant  third  with  over  $14 
million,  and  Time-Life  s  People  and 
Murdoch's  Star,  provide  about  $12  mil- 
lion to  $14  million  each.  The  result: 


Among  the  thousands  of  items  sold  by  a 
modern  supermarket,  7'V  Guide  and  the 
Emfuirer  are  consistently  among  the  ten 
most  profitable. 

All  this  was  too  much  to  es<a()e  the 
notice  of  a  publisher  as  astute  as  Mur- 
doch, who  owns  over  100  newspapers, 
magazines  and  broadcasting  properties 
in  Australia  aiid  Britain.  His  first  U.S. 
purchase  was  Hearst's  San  Antonio  Ex- 
press  and  \'eics,  but  invasion  of  the  En- 
quirer's  turf  was  a  natural  for  him.  Mur- 
doch's Sun  is  among  the  most  successful 
British  tabloids.  In  1974,  we'll  before  he 
wrested  control  of  Neie  York  magazine 
and  the  Village  Voice  from  Clay  Felker, 
the  47-year-old  Australian  started  the 
Star,  targeted  right  at  Pope's  market. 


Encjuirer  Publisher  Generoso  Pope 


Jackie  O.,  Elvis  Presley  and  objects  from  outer  space 


The  Star,  after  three  years,  has  been 
closing  the  circulation  gap,  propelled  last 
year  and  this  by  a  $10  million  TV  adver- 
tising blitz  and  lavish  use  of  color. 

To  counter  this  spending  storm.  Pope 
has  had  to  spend  over  $6  million  on 
advertising  already  this  year,  and  has 
gained  only  500,000  circulation  so  far  for 
his  money.  Last  year  he  gained  that 
much  with  virtually  no  advertising.  In 
short,  fighting  Murdoch  has  eaten  into 
Pope's  profits. 

The  Star  was  the  first  to  use  color, 
which  gave  the  newspaper  more  of  a 
magazine  look.  Eighteen  months  ago 
only  the  cover  and  the  back  page  were  in 
color.  Now  each  issue  carries  14  to  18 
color  pages,  half  advertising. 

Pope  was  slower  getting  off  the  mark. 
He  planned  to  have  a  new  $15  million 
color  rotogravure  plant  built  and  running 
by  now  in  Lake  Worth,  Fla. ,  near  his 
Lantana,  Fla.  office  and  plant.  But  state 
and  local  government  officials  demanded 
extensive  pollution-control  monitoring 
devices  and  limits  on  capacity.  Infuriat- 
ed, Pope  scrapped  plans  for  the  plant. 


sold  his  color  presses  for  cost  to  Areata 
Graphics  (a  Buffalo,  N.Y.  printing  divi- 
sion of  Areata  National)  and  then  con- 
tracted with  it  to  do  most  of  his  color 
printing,  'larget  date  for  an  V.iKjuirer  in 
color:  March  1979. 

Pope  also  plans  a  stalking  horse  lor  the 
Star  next  year:  a  weekly  black  and  white 
spinoff  of  today's  E^Kfuirer,  similar  in 
content  and  layout,  which  he  jokingly 
calls  "Son  of  Enq\iirer.  It  will  be  cheap- 
ly produced,  largely  by  the  Empiirer's 
own  large  and  vvcll-paid  staff,  and  it  will 
help  grab  more  of  that  precious  checkout 
counter  rack  space  for  Pope. 

As  the  battle  for  circulation  heats  up, 
both  Pope  and  Murdoch  will  have  to  turn 
increasingly  to  advertising  to  recoup  the 
a<lded  cost.  Right  now,  nei- 
ther is  strong  on  advertising. 
Whereas  the  typical  maga- 
zine earns  60%  of  its  rev- 
enues from  advertising,  the 
Star  and  Enc/uirer  earn  only 
10%  to  15%.  Time  magazine, 
which  has  less  circulation 
than  the  Eiujuirer.  does  $209 
Tuillion  in  annual  advertising 
revenues  to  the  Etujuirer's 
puny  $12  million. 

SignificantK',  when  the 
Enquirer  goes  to  color  it 
will  be  printed  on  somewhat 
better  stock  and  both  the 
color  and  the  paper — a 
smaller  size — will  be  attrac- 
tive to  advertisers. 

But  in  the  end,  as  both 
Pope  and  Murdoch  realize, 
you  must  assemble  an  audi- 
ence before  you  can  sell  ad- 
vertisers. Both  men,  there- 
fore, spend  heavily  on  edi- 
torial content.  Impressed  by 
what  the  Star  was  doing  with  color.  Pope 
bought  away  its  managing  editor.  Mi- 
chael Nevard.  Rumored  salary:  well  over 
$75,000.  While  conventional  journalists 
may  scorn  the  tabloid  brand  of  journal- 
ism, they  do  not  scorn  the  financial  lar- 
gesse. A  beginning  reporter  at  the  En- 
quirer earns  $32,000  a  \ear.  If  he  satis- 
fies the  hard-to-please  Pope,  there  are 
higher  salaries  than  that  plus  lavish  trav- 
el and  expense  accounts.  Pope  spent 
some  $75,000  to  cover  Elvis  Presley's 
funeral,,  and  a  reputed  $200,000  for  ex- 
clusive rights  on  England's  test-tube 
baby  story. 

Generoso  Pope  has  no  illusions  about 
producing  deathless  prose  or  winning 
Pulitzer  prizes.  "Our  competition  isn  t 
the  Star  or  People  or  any  other  maga- 
zine, "  he  says.  "It's  for  a  claim  on  the 
consumer's  dollar.  We're  just  another 
product  and  we  ve  got  to  remain  attrac- 
tive. "  To  make  sure  that  his  editors  don't 
stra\  from  his  strictly  commercial  idea  of 
what  is  "attractive,'  Pope  insists  that 
nothing  can  go  into  the  paper  until  it 
bears  his  personal  'GP  stamp.  ■ 
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Low  sulfur  coal  is  found  in  thin  underground 
seams,  often  only  30  inches  from  top  to  bottom. 

With  the  growing  requirement  for  minin 
this  thin  coal,  Ingersoll-Rand  has 
developed  lower  machines  ^t^^^^^^^m^m^ 
to  make  these  operations  ^^^^^^^S^^^^^ 
economical. These  include 
our  S&S  haulage  vehicles, 
Lee-Norse  continuous  miners  and 
roof  bolters. 

A  new  mining  concept  that  works. 

Designers,  engineers  and  marketing  people 
from  Ingersoll-Rand's  S&S  Subsidiary  developed 
Lo-Tracr  a  rugged,  reliable  underground  haulage 
vehicle  only  23  inches  high.  Lo-Tracs,  with  the 
operator  lying  on  his  back,  can  maneuver  in  to 
load  and  haul  out  tons  of  high  grade  coal  at  each 
pass. 

S&S  has  designed  special  solid  state  controls 
for  Lo-Trac  that  match  battery  drain  to  work  load. 
This  can  extend  life  between  charges  up  to  25%, 
keeping  the  equipment  on  the  job  longer. 

It  can  pay  for  itself  in  less 
than  6  months. 

In  many  situations,  Lo-Trac  can  cover  its 
$50,000  cost  in  less  than  half  a  year  through  in- 


creased productivity.  Such  a  return  on  investment 
is  not  unexpected  from  Ingersoll-Rand. 

Ingersoll-Rand:  A  $2  billion  company. 

With  a  major 
share  of  the 
market  for 
battery-powered  mine 
vehicles  as  well  as  continuous  coal  miners, 
blasthole  drills,  roof  bolters,  slurry  pumps,  feeder 
crushers,  air  compressors,  tools  and  hoists,  we're 
helping  mine  hundreds  of  millions  of  tons  of  coal 
annually. 

Last  year,  Ingersoll-Rand's  worldwide  sales  of 
industrial  machinery  and  related  products  grew  to 
over  $2.1  billion. 

Discover  the  many  ways  we  improve  produc- 
tivity by  writing  for  our  Annual  Report  or  product 
literature.  Ingersoll-Rand  Company,  Dept.  928, 
Woodcliff  Lake,  New  Jersey  07675. 

Where  innovative  engineering, 
essential  equipment  and  energy 
add  up  to  growth. 


En  In 


cpersol  I  -  Ra  nd. 


The  elegant 


Just  off  the  coast  of  California 
there's  a  paradise  where  palm 
trees  reflect  against  illuminated 
sculptures,  and  waterfalls  rush  past 
lush  jungle  foliage.  But  no  tourists 
wander  here.  This  lovely  spot  is 
an  oil  field. 

The  idea  for  this  unusual 
project  was  born  in  1965  when  the 
City  of  Long  Beach,  California, 
awarded  to  five  major  oil  compa- 
nies the  rights  to  participate  in  the 
nation's  largest  undeveloped  oil 
field  known  at  that  time.  THUMSf 
the  corporation  formed  by  these 
companies,  created  four  man- 
made  islands  that  would  enhance. 
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rather  than  detract  from,  the  natui  d 
beauty  of  the  shoreline.  Yet  this  oil 
'tield"  would  contain  more  than 
700  wells,  and  could  pump  as  mifp 
as  150,000  barrels  of  oil  a  day 
These  seemingly  contradictory 
goals  were  accomplished  with  th 
helpof  Centrilift^submersiblepum 

Designed  by  Centrilift,  lnc.,( 
subsidiary  of  Borg-Warner 
Corporation,  these  submersible 
pumps  were  the  natural  answer 
since  all  the  works  are  undergroun 
set  deep  in  soundproof  oil  wells. 
Control  panels,  the  only  Centrilift 
equipment  above  ground,  are 
concealed  by  attractive  facade? 

Andsubmersiblesarethe  ' 
most  efficient  means  of  artificial  li 


)wn  for  this  application  and 
ers  like  it.They  lift  greater  volumes 
DiL  water  and  brine  from  greater 
oths  than  other  pumps  and  get 
)  places  other  pumps  can't.  The 
Jit:  they  provide  the  highest 
ume  pumping  at  the  lowest  cost. 

Today,  some  ten  years  later 
THUMS  Islands  are  still  attractive, 
jy  have  consistently  exceeded 


pollution  control  and  ecology 
standards  set  by  city  planners 
and  environmentalists. 

And  at  the  bottom  of 
all  this  beauty,  the  Centrilift 
pumps  will  continue,  for  years  to 
come,  to  recover  millions 
of  barrels  of  much-needed  oil. 
For  more  information  on  this  and 
other  Borg- Warner  innovations, 
please  write  to:  Centrilift,  Inc., 
Borg- Warner  Corporation, 
RO.  Box  486,  Main  Station, Tulsa, 
Oklahoma  74101. 


BORGjrWARNER 


1979  FORD  LTD 

INTRODUCING 
ANEWAMERICAN 
ROAD  CAR. 
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General  Reinsurance: 
A  Gambler  Who  Usually  Wins 

If  you  are  looking  for  an  offbeat  gambling  stock,  take  a  flyer  on 
this  low-profile  company.  It's  a  blue  blood  that  has  calculated 
the  odds  brilliantly  while  turning  risk-taking  into  an  art. 


By  PAUL  W.  STURM 

Thkrk  is  many  a  corporate  monument 
to  the  investment  perspicacity  of  the 
Pittsburgh  Mellons:  Alcoa,  Culf  Oil, 
Koppers  Co.  and  the  multibillion-dollar 
bank  bearing  their  name.  But  the  list 
doesn  t  end  there.  In  1946  the  family 
expanded  a  small  stake  in  the  insurance 
industry  by  merging  privately  held  Mel- 
lon Indemnity  Corp.  into  General  Rein- 
surance (>orp.  The  transaction  is  a  splen- 
did example  of  how  the  rich  get  richer — 
provided  they  know  what  they  are  doing 
and  are  prepared  to  take  the  long  view. 

The  merger  left  Mellon  interests  with 
40%  of  the  Greenwich,  Conn.  firm.  Over 
the  years  that  share  has  fallen  to  12%  as 
pieces  were  parceled  ofi  to  other  wealthy 
investors  such  as  the  Hannas  of  (>leve- 
land  and  the  Whitneys  of  New  York. 
Today  25  stockholders  control  65%  of 
General  Re's  common.  Together  with 
the  more  than  2,000  individuals  who 
hold  the  rest,  they  have  profited  hand- 
somely. The  company's  market  valu(> 
now  exceeds  $1.1  billion. 

General  Reinsurance  s  stock,  which 
trades  over  the  counter  at  about  $200  a 
share,  roughly  13  times  last  year's  earn- 
ings, has  split  the  equivalent  of  seven 
times  during  the  past  eight  years.  This 
year  the  firm  should  net  about  $100  mil- 
lion on  revenues  of  $750  million  and  over 
the  past  decade  earnings  have  risen  at  an 
average  annual  rate  of  22%.  Meanwhile, 
General  Re's  return  on  equity  stands  at 
more  than  19%,  about  1.5  times  the 
property  and  casualty  industry  average. 
Its  13%  profit  margins  are  relatively 
even  better. 

General  Re's  distinctly  low  profile  re- 
flects its  tight  control  but  also  the  fact 
that  it  doesn't  deal  directly  with  the  pub- 
lic. Instead  of  selling  to  obstreperous 
automobile  owners  or  price-conscious 
brokers,  it  markets  to  about  500  other 
insurance  companies.  As  its  name  im- 
plies. General  Re  doesn  t  sell  insurance 
but  reinsurance;  that  is,  it  picks  up  other 


insurance  companies'  risks.  Overall, 
General  Re  accounts  for  about  10%-  of 
the  $7  billion  U.S.  reinsurance  market. 

Dealing  exclusively  with  other  insur- 
ance firms  gives  General  Re  distinct  ad- 
vantages: "We  are  totally  unregulated,' 
says  Chairman  Harold  Hudson  happily. 
"We  don't  have  to  go  to  state  commis- 
sions to  get  rates  approved.  There's  a 
knowledgeable  buyer  meeting  a  knowl- 
edgeable seller,  so  the  governiTient 
doesn't  interfere. 

Having  only  500  clients  also  means 
higher  profits  per  employee.  Chubb 
Corp.,  a  primary  insurer  with  revenues 
that  roughly  match  General  Re's,  has  a 
stall  of  8,000,  excluding  the  army  of  in- 


dependent agents  who  market  its  prod- 
ucts to  the  public.  In  contrast.  General 
Re,  with  minimal  claims,  clerical  and 
selling  staffs,  has  a  payroll  of  just  over 
1,000  persons.  'Most  insurance  compa- 
nies have  a  few  executives  and  thousands 
of  drones,  "  explains  James  Stradtner,  a 
partner  in  Alex  Brown  &  Sons,  who  fol- 
lows the  industry.  'But  at  General  Re 
they  don't  need  the  drones.  ' 

All  those  advantages,  however, 
wouldn't  mean  a  thing  if  General  Re 
weren't  so  successful  at  what  it  does. 
Despite  yearly  ups  and  downs,  most 
property  and  casualty  irisurcTS  eventual- 
ly pay  out  as  much  in  claims  and  ex- 
penses as  they  take  in  through  premi- 
ums. Earnings  come  almost  entirely 
from  investment  income,  which  accumu- 
lates during  the  lag  between  premium 
collections  and  claim  settlements.  Not  so 
at  General  Re.  Unlike  other  firms  in  the 
industry,  it  has  averaged  an  underwrit- 
ing profit  of  about  3%  a  year  over  the 


past  three  decades.  As  a  reinsurer  han- 
dling big,  complicated  claims,  it  also 
benefits  from  a  nuich  longer  lag  between 
receipt  of  premiums  and  payment  of 
claims.  This  insurance  equivalent  of  a 
bank  s  'float "  exceeds  five  years  at  Gen- 
eral Re;  it  is  less  than  one  year  for  most 
insurers. 

With  reinsurance  so  lucrative,  compe- 
tition abounds.  For  decades,  of  course, 
Lloyd  s  of  London  has  been  in  the  U.S. 
market.  So  have  smaller  domestic  spe- 
cialists like  American  Reinsurance  Co. 
and  ERC  Corp.  But  now,  scores  of  major 
companies  are  expanding  in  the  field. 
Among  them:  European  giants  like  Mu- 
nich   Reinsurance  and   Swiss  Reinsur- 


ance, tlivisions  of  Prudential  and  Sears 
Allstate  and  subsidiaries  of  nonfinancial 
outfits  like  Armco,  Ford  and  Gulf  Oil.  In 
adilition,  a  proposed  New  York  City  in- 
surance exchange  may  soon  let  brokers 
like  Marsh  &  McLennan  get  a  piece  of 
the  action. 

But  General  Re's  competitors  may 
have  trouble  matdiing  its  performance. 
About  half  of  its  premium  income  comes 
from  conventional  insurance  treaties. 
Through  these  negotiated  contracts,  cus- 
tomer companies — chiefly  smaller  prop- 
erty and  casualty  firms — agree  to  pass 
through  a  percentage  of  their  overall 
business  to  General  Re.  For  giving  them 
iMiderwriting  assistance  and  a  cushion 
against  overexposure.  General  Re  gets 
low-cost  premium  income  and,  hopeful- 
ly, an  underwriting  profit. 

Most  of  General  Re  s  growth  and  prof- 
itability, however,  comes  from  the  other 
half  Of  its  business — specialized  high-risk 
underwriting  known  in  the  industry  as 


".  .  .  Instead  of  selling  to  obstreperous  automobile 
owners  or  price-conscious  brokers.  General  Re  markets 
to  about  500  other  insurance  companies.  That  gives  it  a 
distinct  advantage:  no  state  regulation  .  .  ." 
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"facultative  reinsurance.  "  Genera!  Re  is 
a  whiz  at  this. 

Suppose  a  manufacturer  wants  $10 
million  in  general  liability  protection. 
Througli  its  broker  it  may  pa\  a  primary 
insurer  like  Crum  &  Forster'S500.0(X)  a 
year  for  that  coverage.  But  ultimately 
the  risk  is  divvied  up  at  least  three  ways. 
The  primarv  company  probably  keeps 
little  more  than  the  first  $2.50,000  of 
liability  on  an\'  one  claim.  In  return  for 
all  the  paperwork  and  frecjuency  of  small 
payments,  it  may  charge  $300,000  for 
such  protection.  At  the  other  end,  big 
"excess  '  insurers — chiefly  foreign  com- 
panies and  insurance  pools  like 
Lloyd  s — will  provide  the  cover  between 
$5  million  and  $10  million,  charging  per- 
haps $7.5,000.  This  is  "peace  of  mind" 
business,  where  losses  can  be  huge  but 
are  highly  unlikely. 

What  General  Re  is  after  is  the  so- 
called  "buffer  layer":  insurance  where 
claims  are  neither  so  frequent  as  to  be 
comfortably  predictable  nor  so  rare  as  to 


.  .  The  average  insurer 
isn't  comfortable  with 
school  buses  or  dyna- 
mite trucks  .  .  ." 


be  random.  "There  is  more  competition 
at  the  lower  end  and  the  upper  end,  so 
we  go  for  the  middle  slice,  '  says  Thom- 
as Kellogg,  who  heads  General  Re  s 
facultative  division.  "The  risks  are  great- 
est there,  but  so  are  the  opportunities 
for  profit." 

It  is  in  this  buffer  la\er  area  that  un- 
derwriting skill  is  most  needed  since 
there  are  no  actuarial  manuals  or  statisti- 
cal probabilities  to  determine  risk  and 
rate.  Though  it  never  assumes  more  than 
$5  million  in  liability  from  any  one  risk. 
General  Re  sees  a  lot  of  tough  cases.  The 
average  insurer  isn't  comfortable  with 
school  buses  or  with  dynamite  trucks; 
knowing  how  to  price  coverage  on  them 
is  General  Re  s  long  suit.  "It's  a  tricky 
business,  explains  Hudson,  a  54-year- 
old  attorney  who  has  been  running  Gen- 
eral Re  since  1973.  "There  s  an  analogy 
to  a  casino,  but  we  think  we've  got  the 
house  odds  on  our  side.' 

General  Re  also  boasts  150  of  the  na- 
tion's 400  experienced  facultative  under- 
writers working  in  its  13  offices  across 
the  country.  Its  New  York  office,  for 
example,  is  headed  by  James  Sweitzer.  a 
31-year-old  former  Princeton  hockey 
star,  who  with  nine  other  persons  is  like- 
ly to  produce  about  $30  million  in  premi- 
um income  this  year.  Sweitzer  keeps  a 
pair  of  red  Incite  Las  Vegas  dice  on  his 
desk  instead  of  the  ubiquitous  computers 
a  typical  underwriter  might  use  to  ana- 
lyze data  and  crank  out  a  rate.  But  what 
really  distinguishes  Sweitzer  from  the 
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Now  a  policy 
that  doesn't 
lock  you  in 
tomdrrow... 

when  your 

personal  and 

business  need^ 
are  different 
than  today 


Adjustable 

•••that  new  kind  of  life  insurance. 
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You  may  raise  or  lower 
5  amount  of  your  policy. 

You  eliminate  the  need 
choose  between  either 
lole  Life  or  Term  Coverage. 

ljustable  Life  is  more  than  a 
w  life  insurance  policy.  It's  a 
;Tipletely  different  kind  of  life 
,  urance.  More  flexible.  More 
!3ptable.  More  attuned  to  your 
anging  needs  than  other  kinds 
life  insurance  available  today. 
A/ith  Adjustable  Life  from  The 
nkers  Life  of  Des  Moines  you 
sign  an  insurance  program 
lit  meets  your  needs  at  the 
)ment.  Then,  within  limits,  you 
1  change  it  when  circumstances 
ike  a  revision  in  coverage  or 
imium  payments  desirable. 
Vdjustable  Life  is  ideal  for 
my  estate  and  business  situa- 
ns.  It's  particularly  appropriate 
situations  such  as  "keyman" 
''buy-sell"  arrangements  and 
ate  preservation  planning 
ere  possible  variations  in 
■ure  income  make  it  difficult  to 
;ume  firm  long  term  premium 
Timitments.  And  since  it's  not 
:essary  to  lock  yourself  into 
ler  a  term  or  whole  life  form 


■  You  may  raise  or  lower  the 
amount  of  your  premium 
payments. 

■  The  value  of  your  policy 
may  be  raised  to  cover  cost- 
of-living  increases. 

of  protection  you  can  continually 
adjust  the  policy  emphasis  be- 
tween cash  value  build-up  and 
the  amount  of  coverage  provided. 

Trying  to  change  the  amount 
of  coverage  or  premium  pay- 
ments with  a  conventional  policy 
almost  always  requires  the  pur- 
chase of  an  entirely  new  policy 
and,  often,  the  cancellation  of  the 
previous  coverage.  With  new 
Adjustable  Life,  however,  you 
simply  alter  the  terms  of  the 
original  contract  to  fit  your  needs 
without  cancelling  the  old  policy 
or  buying  a  new  one. 

For  more  information  on  why 
Adjustable  Life  may  be  the  best 
kind  of  protection  for  your  par- 
ticular needs,  contact  your 
Bankers  Life  office  listed  in  the 
Yellow  Pages,  or  mail  the 
coupon  below. 

'■'Evidence  of  insurability  is  required  for  in- 
creases in  the  amount  of  coverage  when  they 
have  not  been  provided  for  a  Cost-of-Living, 
Guaranteed  Increase  Option  Agreement,  or 
Policy  Improvement  Dividend  Option. 


crowd  is  an  intuitive  knowledge  that  en- 
ables him  to  price  reinsurance  for  risks 
others  are  unwilling  to  take  a  chance  on. 
In  one  recent,  typical  day  Swcitzer  re- 
viewed an  insurance  cooperative  for  mal- 
practice claims  for  a  group  of  Utah  doc- 
tors, conferred  with  underlings  about 
last  year  s  Kentucky  nightclub  fire  and 
its  impact  on  reinsurance  rates  (legal  fees 
in  that  case  may  cost  insurers  $2  million), 
and  priced  coverage  to  protect  an  inter- 
national grain  broker  against  storage  ele- 
vator explosions.  "All  of  us  are  really 
dcalniakers,  '  says  Swcitzer.  "But  we 
certainly  don  t  get  paid  on  the  basis  of 
volume.  There  s  nothing  scarier  than  re- 
alizing you  got  a  piece  of  business  be- 
cause your  price  was  the  lowest." 

Even  with  experienced  underwriters 
like  Sweitzcr  and  odds  that  favor  the 
house,  General  Re  doesn't  always  win. 
During  1974  and  1975,  it  posted  under- 
wi  iting  losses  of  $43  million — primarily 
because  a  spate  of  contractor  bankrupt- 
cies hurt  its  surety  bonding  business. 


.  .  There's  nothing  scarier 
than  realizing  you  got  the 
business  because  your 
price  was  the  lowest .  .  ." 


"Don  t  blame  it  on  problems  in  the 
building  industry,"  says  President  P'rank 
Munson.  "We  just  didn't  do  our  under- 
writing properly.  "  Now  General  Re  ac- 
cepts surety  business  from  only  23  pri- 
mary companies  and  has  ceased  to  write 
coverage  for  about  50  others. 

Despite  General  Re's  heady  profits, 
dividends  have  been  meager.  Though 
increases  have  been  fre(juent  of  late,  last 
year  it  paid  Just  $1.20  a  share — less  than 
8%  of  its  income.  Such  parsimony,  how- 
ever, has  left  it  with  retained  earnings  of 
$480  million — almost  as  much  as  that  of 
CNA  Financial  Corp.,  which  is  three 
times  General  Re's  size. 

Such  strength  keeps  General  Re  active 
when  insurance  markets  are  tight,  and 
that  is  when  rates  often  produce  the 
i\iost  handsome  margins.  Since  Hurri- 
cane Betsy  in  196.5,  in  fact,  there  hasn't 
been  a  really  big  casualty  disaster.  As  a 
result,  the  reinsurance  sellers  may  be  at 
an  alltime  high.  A  good  medium-size 
East  CJoast  or  Gulf  storm  would  certainly 
help  our  treaty  business,  "  concludes 
Hudson  with  the  assurance  of  a  man  who 
feels  he  has  preserved  his  capital  for 
good  reason. 

Although  his  reinsurance  business  is 
complex,  Harold  Hudson  says  General 
Re's  success  is  easy  to  explain.  "A  few 
smart  people  is  all  we've  got,"  he  con- 
cludes, contemplating  the  Greenwich 
harbor  from  his  window.  "That  plus  a 
half  billion  dollars  in  retained  earnings.  " 
What  more  could  one  ask?  ■ 
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BANKERS  LIFE  COMPANY   DES  MOINES,  IOWA  50307 


The  Bankers  Life 

Des  Moines,  Iowa  50307 

I  would  like  to  have  more  information  about 
Adjustable  Life. 

Mame_  . — .  .  

Address  ^  
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Great  Lakes  Chemical: 
The  Uses  Of  Adversity 

What  looked  like  a  sentence  of  death  for  this  little 
company  turned  out  to  be  the  beginning  of  a  new  era. 


Bromive  ...  a  deep  red.  fuming  liquid. 
It  is  corrosive  to  metals,  irritating  to  the 
skin  .  .  .  from  the  Greek  bromos.  mean- 
ing "stench.  — Encyclopaedia  Britannica 

Quite  .\  lemo.n.  one  would  think,  for  a 
small  company  to  specialize  in  during 
the  .\ge  of  En\Tronmentalism.  In  the 
1960s  the  principal  use  of  the  stuff  was  to 
make  eth\iene  dibromide.  an  additive  to 
leaded  gasohne.  .\s  late  as  1974  came  the 
big  scare  about  PBBs — polybrominated 
biphenols.  a  bromine  product — amid 
poisoned  cattle  and  tainted  mother  s 
milk  in  Michigan. 

Bromine  and  brominated  chemicals 
were  about  all  that  tin\  Great  Lakes 
Chemical  Corp.  made.  For  three  de- 
cades it  had  eked  out  a  marginal  exis- 
tence on  them.  Now  was  it  good-bye. 
Great  Lakes?  Far  from  it.  Great  Lakes 
revenues  have  soared  from  S8.4  million 
in  1968  to  over  S80  million  toda\.  Its 
return  on  sales  and  its  return  on  equi- 
ty— 15%  and  31** — are  now  higher 
than  those  of  bigger  public  chemical 
companies. 

Much  of  the  credit  goes  to  the  late 
Earl  T.  .McBee.  a  noted  halogen  chemist 
and  head  of  the  chemistry  department  at 
nearb\  Purdue  University  who  acted  as 
consultant  to  the  tiny  company  in  the 
earl\  1960s  and  came  in  as  president  in 
1967.  His  work  was  carried  on  b>  Emer- 
son Kampen.  a  longtime  company  man. 
who  succeeded  McBee  after  the  latter 
died  of  a  heart  attack  early  in  1973. 

"In  1969.  more  than  half  the  com- 
pany's profits  were  rebted  to  gasoUne. 
Kampen  recounts.  The  company  had  to 
diversify  away  from  leaded  gas.  Fast. 

But  there  was  no  point  in  abandoning 
bromine.  The  little  company  understood 
the  element  and  under  McBee  s  tutelage 
had  afread\  made  itself  the  world  low- 
cost  producer  by  being  the  first  to  notice 
the  uniquely  bromine-rich  brine  wells  in 
Arkansas  and  by  quietly  bu\ing  up  the 
best  sites,  ahead  of  the  then-dominant 
Dow  Chemical. 

McBee  knew  that  bromine  combines 
readil\  with  organic  compounds  of  all 
kinds,  so  there  were  literally  tens  of 
thousands  of  possible  combinations  to 


deal  with.  .\nd  lots  of  them,  unlike  the 
raw  element  or  the  FPBs.  were  nonto.xic 
and  relativeK  nonpoUuting. 

.McBee  brought  in  a  flock  of  chemists, 
gave  them  their  head  and  started  spend- 
ing 4**  to  S**  of  the  tiny  company  s 
slender  sales  on  research.  The  mone\ 
was  precious  stuff:  "When  we  entered  a 
joint  venture  with  PPG  Industries  in  a 
bromine  plant,  recalls  Kampen.  we 
contributed  our  technology  and  S500.  It 


Great  Lakes  Kampen 


Technology  was  all  he  had  to  spare. 

was  literal!)  all  we  could  spare. 

The  old  product  proved  incredibly 
versatile.  The  company  soon  was  pro- 
ducing an  array  of  eminently  biodegrada- 
ble soil  fiimigants  and  herbicides,  flame- 
retardant  additives  for  the  plastics  indus- 
try and  a  host  of  intermediate  or  end- 
industrial  use  dyes,  cleansing  powders. 
SNTithetic  rubber,  refrigerants,  photo- 
graphic papers  and  on  and  on. 

"Ethylene  dibromide  is  the  closest 
thing  in  bromine  to  a  commodity  chemi- 
cal, explains  Kampen.  "But  we  figured, 
why  sell  bromine  in  a  fonn  that  goes  for 
25  cents  a  pound  and  earns  5  cents  gross 
profit  when  we  could  upgrade  it  into  a 
specialty  chemical  selling  at  SI. 50  or  S2  a 
pound  and  retiuning  50  c-ents?" 


When  a  competitor  discovered  twc 
years  ago  that  liquid  calcium  bromid> 
was  an  ideal  lubricant  for  high-pressure 
oil  well  drilhng.'  Great  Lakes  shifted 
gears  and  started  churning  it  out  in 
quantity  within  90  days  and  selling  it  to 
offshore  drillers  in  Louisiana.  M  an  aver- 
age of  over  8200.000  per  well,  it  has 
made  a  nice  market.  "W'e  re  so  small." 
brags  Kampen.  "  that  we  could  get  into 
production  faster  than  a  big  compan\ 
like  Dow  or  EthNl  could  make  the  man- 
agement decision.  Now  the  company 
sells  calcium  bromide  worldwide. 

Lately.  Great  Lakes  has  been  pushing 
its  line  of  s\%imming  pool  sanitizers 
"That  s  a  quarter-billion-dollar  market, 
nationwide,  says  Kampen  happily  "  It 
doesn  t  irritate  the  eyes  like  chlorine,  or 
bleach  out  expensively  dyed  hair.  It  s 
premium  priced,  but  even  if  we  capture 
only  lO't  or  IS'fc  of  that  market,  it  means 
a  lot  of  growth  for  us. 

He  expects  his  company  s  25%  com- 
pounded annual  growth  rate  of  the  last 
decade  to  persist  for  some  time  to  come, 
and  the  gasoline  market  is  already  down 
to  10%  or  so  of  sales. 

Ob\iously.  the  shoestring  days  art 
over  for  this  little  company.  Its  equity 
capital  has  growTi  in  ten  years  from  55.7 
million  to  S45.5  million.  The  stock.  spUt 
2-for-l.  sells  on  the  .\mex  lately  for 
around  25  ^adjusted  for  the  split',  a  gen- 
erous 15  times  earnings.  In  the  early 
1970s,  it  was  around  5  <also  adjusted'. 

Meanwhile,  even  though  the  company 
has  grown  decisively  out  of  the  midget 
class,  some  of  the  old  habits  of  mind 
persist.  The  company  s  official  address, 
for  example,  is  still  a  post  office  box 
number  in  town.  "Our  mail  delivery  out 
here  on  Route  52  wouldn  t  come  around 
until  three  in  the  afternoon,  explain? 
Kampen.  "This  way.  we  send  somebody 
in  to  pick  it  up  at  7:30  a.m.  and  get  a 
day  s  jump  on  our  cash  management.  W  e 
get  S350.000  in  checks  in  each  day  s 
mail,  and  it  makes  a  difference. 

That  is  the  prevaihng  attitude  at  this 
sharp  little  outfit;  Put  your  spare  money 
into  research,  not  into  overhead.  This 
attitude  has  taken  Great  Lakes  this  far. 
And  may  well  take  it  a  lot  farther  vet  ■ 
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tographed  at  the  Royal  and  Ancient  Golf  Club.  St.  Andrews. 


An  uncommon  Mend  of  rare  woods,  exotic  metal, 
supple  leather  and  discriminating  owners. 


Few  motorcars  have  ever  offered  the 
aguarXJ6*s  uncommon  fusion  of  deep 
lu\ur\  and  extraordinar>  response. 

■  luxury  starts  when  you  sit  in  the  drivers 
.  cradled  by  top-grain  Connolly  hides. 
>rc  you  is  the  dashboard,  hand-veneered 
lie  walnut.  Everywhere  there  is  richness, 
Mi-lcration  and  great  quiet.  In  fact,  the 
'  has  so  many  luxuries  as  standard  equip- 
II.  there  are  no  factory  options  at  all. 

Jaguar  XJ6  offers  the  incredible 
response  of  electronic  fuel  injection. 

ill  experience  a  quick,  quiet  surge  of 
f'uel  injection  enhances  the  already 
malic  responsiveness  of  the  famous 


Jaguar  double  overhead-cam  Six  to  a  degree 
that  may  amaze  you. 

And,  like  all  .laguars.  the  XJ6  handles  w  ith 
the  thought-quick  reflexes  of  a  sports  car.  It 
has  fully-independent  suspension,  power  as- 
sisted rack  and  pinion  steering  and  power 
disc  brakes  on  all  four  wheels.  The  result  is  a 
feel  for  the  road  all  but  unknown  in  the  small 
world  of  first-class  luxury  cars. 

Jaguar  owners,  too, 
are  an  uncommon  breed. 
They  reject  ostentation,  for  their  car  is  ele- 
gantly understated  in  its  design  and  furnish- 
ings. They  have  an  eye  for  rare  beauty,  for 
their  car  has  been  called  the  most  beautiful 
sedan  in  the  world. 

And  they  appreciate  the  thoughtful  Jaguar 


warranty:  for  12  months,  regardless  of  mile- 
age, your  Jaguar  dealer  will  replace  or  repair 
any  part  of  the  car  that  is  defective  or  that 
simply  wears  out.  provided  only  that  the  car 
is  properly  maintained.  The  only  exceptions 
are  the  tires,  which  are  warranted  by  the  tire 
manufacturer,  and  the  spark  plugs  and 
filters,  which  are  routine  replacement  items. 
Even  then,  if  the  plugs  or  filters  are  defective. 
Jaguar  w  ill  replace  them. 

For  the  name  of  the  dealer  nearest  you, 
call  these  numbers  toll-free: 
(800)  447-4700,  or,  in  Illinois. 
(800)322-4400. 


BRI I ISH  LEYLAND-MOTORS  INC 
LI.ONIA.  NEW  JERSEY  07605 


No  time 
to  lose. 


Stevedores  have  ships  to  load.  Contractors  have  roads 
to  build.  Miners  have  coal  to  dig.  And  their  machines 
have  to  keep  performing  to  keep  them  profitable. 

That's  why  the  Clark  dealers  who  sell  those  machines 
back  them  with  full  service.  Planned  maintenance 
programs.  Replacement  parts  in  local  inventory.  IVained 
equipment  specialists.  And  mobile  service  teams  that  take 
their  skills  to  the  customer's  work  site. 

They're  backed  by  a  computerized  Clark  parts  distri- 
bution system  that  can  ship  replacement  parts  over- 
night. And  by  ongoing  programs  of  service  literature 
and  technical  training. 

In  our  business,  service  isn't  optional,  it's  essential. 
Clark  Equipment  Company,  Buchanan,  MI  49107.  ; 


Clark  gets  It  done 


tegular  servicing  with  Clark  parts  helps  A  Clark  dealer's  crew  assembles  a  new  crane  on  the  customer's  job  site, 

prevent  costly  downtime. 


Careful  expediting  gets  the  right  parts 
to  the  right  dealer. 


Trained  equipment  specialists  service  a  Clark  earthmover. 
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It'll  serve  them  right. 


he  personalized  VC).  Server  is  a  special  gift  tor  special  people.  The  server  liolds 
ie  1.75  liter"^  of  V.O.  and  makes  pouring  an  elegant  experience.  To  order  server, 
Mid  $1 1.99  (plus  $2.00  for  handling)  along  with  your  name  and  address  and  the 
ame  you  want  engraved  (up  to  20  letters)  to:  V().  Server,  Dept.  F-1,  P.O.  Box 
0(^2,  Smithtown,  N.Y.  1 1787.  Allow  six  weeks  for  delivery.  Order  early  to  avoid 
oliday  ru^h. 

Seagrams  V.O. 

Bottled  in  Canada.  Preferred  throughout  the  world. 

Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend  of  Canada's  finest  whiskies.  6  years  old.  86.8  Proof.  Seagram  Distillers  Co.,  N.Y.C.  *1.75  liters  (59.2  fl.  oz.) 
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Security  Pacific's  Chairman  Frederick  G.  Larkin  Jr. 


"We  have  finally  gotten  our  act  together." 


Banking's  Sleeping  Giant 
Finally  Waices  Up 

Security  Pacific's  customers  know  it,  and  so  do  its 
rivals,  but  to  many  investors  it's  still  "Security  Who?" 


By  NORMAN  PEARLSTINE 

Frederick  G.  (Fritz)  Larkin  Jr., 
chairman  and  chief  executive  of  Los  An- 
geles-based Security  Pacific  Corp.,  en- 
joys an  old-fashioned,  lunchtime  game  of 
dominoes  with  Vice  Chairman  Carl  E. 
Hartnack  or  President  Richard  J.  Flam- 
son  lU.  But  don  t  get  the  wrong  idea: 
Security  Pacific  is  neither  old-fashioned 
nor  playing  games. 

Security  Pacific,  with  total  assets  ex- 
ceeding $20.2  billion,  owns  Security  Pa- 
cific National  Bank,  the  U.S.'  tenth-larg- 
est commercial  bank.  This  will  surprise 
most  people  outside  of  California,  who 
have  scarcely  heard  of  the  outfit,  but 
what  may  surprise  them  even  more  is 
that  Security  Pacific  is  turning  out  one  of 
the  best  earnings  performances  among 
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major  U.S.  banks  this  year.  Net  income 
for  the  second  quarter  was  up  a  heady 
36%  following  a  first-quarter  gain  of 
23%.  Profits  for  the  year  are  likely  to  top 
analysts'  estimates  and  to  total  at  least 
$130  million,  or  $6.12  a  share,  up  30% 
from  1977  levels. 

It  was  not  always  so.  Less  than  a  de- 
cade ago  Security  Pacific  was  the  image 
of  a  celluloid-collar,  rolltop  desk,  be- 
hind-the-times  bank.  Says  Chairman 
Fritz  Larkin,  the  man  behind  the  trans- 
formation: "We  have  finally  gotten  our 
act  together.  " 

Security  Pacific  was  always  strong  in 
southern  California  retail  banking, 
where  it  has  420  branches.  But  it  has  also 
moved  aggressively  into  northern  Cali- 
fornia and  has  established  an  effective 
corporate  lending  base  nationwide  and 


abroad.  In  addition,  the  holding  com- 
pany's leasing,  consumer  finance  and 
mortgage  banking  subsidiaries  have 
been  increasing  earnings  2V2  to  3  times 
as  fast  as  the  bank. 

Although  Security  Pacific  s  success  is 
recent,  it  is  based  on  more  than  a  decade 
of  careful  planning.  Security's  origins 
trace  back  to  Farmers  &  Merchants  Bank, 
which  opened  in  1871  as  Los  Angeles' 
first  incorporated  bank.  By  1967  Security 
had  assets  of  about  $5.6  billion  and  was 
run  by  Lloyd  L.  Austin,  a  former  credit 
officer  who  had  joined  the  bank  in  1933. 
Austin  never  overcame  his  Depression 
mentality.  To  Austin.  "Security  "  was 
more  than  a  name.  It  was  a  watchword. 
His  bank  regularly  paid  V2%  to  1%  less 
interest  on  savings  accounts  than  its 
competitors.     Disgruntled  customers 
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were  told  "they  were  doing  business 
\\ith  a  first-class  organization  and  it  was 
worth  it,  recalls  John  ].  Duff\  .  an  ex- 
ecutive vice  president  and  30-\  ear  veter- 
an at  the  bank.  Austin  discouraged  na- 
tional corporate  accounts  and  he 
shunned  negotiable  certificates  of  depos- 
it because  he  thought  the\'  suggested  the 
bank  wasn  t  able  to  generate  sufficient 
deposits  on  its  own.  Rather  than  spend 
money  on  a  baclK  needed  corporate 
headquarters.  SecuriU'  spread  its  oper- 
ations among  11  aging  downtown  build- 
ings. No  loan  over  825,000  could  be 
granted  without  his  personal  approval. 
The  bank  was  Austin's  personal  fief  and 
he  ran  it  that  way. 

.■\11  that  made  Securit)  profitable,  but 
it  was  clear  the  bank  was  prospering  b\ 
borrowing  against  its  future.  Because  it 
had  virtually  no  international  presence 
or  expertise,  Securit>  began  to  lose  some 
of  its  California  corporate  clients  as  the> 
became  multinationals.  Dick  Flamson 
says.  Since  all  the  bank  s  branches  were 
in  southern  California,  its  profitability 
was  tied  almost  totalis'  to  the  area  s  econ- 
omy. Had  the  aerospace  industr\  s  col- 
lapse come  in  the  1960s  instead  of  the 
1970s.  Securit)'  would  have  been  in  seri- 
ous trouble. 

FortunateK  for  Securit>-,  while  Austin 
was  backward  about  a  lot  of  things,  he 
was  wise  about  choosing  his  successor. 
Larkin.    while    not    wideK'   known  in 


American  business,  is  deeply  respected 
and  admired  within  the  bank.  V'isibK' 
uncomfortable  talking  with  the  press, 
and  almost  deliberatek  colorless,  he  has 
been  exceptionalK  shrewd  in  picking  his 
associates.  Subordinates  say  he  encour- 
ages dissent  from  the  staff  and  prefers  to 
work  his  will  through  persuasion  rather 
than  b\  barking  orders.  The  fact  that  he 
is  not  a  public  figure  like,  say,  Walter 
W'riston.  does  not  make  him  any  less 
effecti\e  as  a  chief  executi\e. 


".  .  .  Had  aerospace  col- 
lapsed in  the  1960s,  Security 
Pacific  would  have  been 
in  trouble  .  .  ." 


Larkin  became  the  bank's  president  in 
1961  and  was  named  its  chief  executive 
in  1967  after  .\ustin  developed  a  serious 
case  of  emphs  sema.  He  became  chair- 
man in  earh  1969  after  .\ustin  died. 
Larkin.  a  Stanford  M.B..\.  who  joined 
the  bank  in  1936  as  a  research  assistant, 
had  worked  his  way  through  high  school 
and  college  playing  piano  in  a  dance 
band.  .\lthr)ugh  he  no  longer  plays,  that 
experience  clearly  taught  him  the  impor- 
tance of  teamwork.  It  s  as  true  in  banking 
as  on  the  bandstand  that  no  one  person 
can  pla\  all  the  instruments  at  once. 


Larkin  began  by  junking  Austin's  dic- 
tatorial rule,  replacing  it  with  a  commit- 
tee system  of  management  in  w  hich  sub- 
stantial responsibility  was  delegated  to  a 
12-person  executive  committee  and  sub- 
sequently to  a  smaller  office  of  the  chair- 
man. Then  he  went  to  work. 

"Southern  California  couldn't  contin- 
ue to  provide  all  our  rapid  grow  th.  Lar- 
kin recalls.  "There  w  as  a  lot  of  competi- 
tion from  other  banks  coming  into  our 
market  so  we  had  to  grow  outside  it. 
Such  an  expansion,  however,  required 
an  almost  total  restructuring  of  the  bank. 
"We  couldn't  be  a  little  bit  pregnant, 
says  Carl  Hartnack,  w  ho  succeeded  Lar- 
kin as  president  and  continues  to  hold 
that  post  in  the  bank  subsidiar>. 

In  196S  Larkin  completed  a  merger 
with  the  Pacific  National  Bank  of  San 
Francisco.  That  merger  not  onK  gave 
the  bank  its  present  name  but  also  pro- 
vided it  with  the  needed  base  for  expan- 
sion into  northern  California.  Over  the 
next  few  \  ears  the  bank  also  opened  loan 
production  offices  in  New  York  and  Chi- 
cago and  greatly  increased  its  emphasis 
on  nationwide  corporate  lending.  (Secu- 
rity Pacific  now  boasts  that  it  does  busi- 
ness with  90  of  America  s  100  largest 
corporations.)  The  bank  also  began  to 
build  an  international  network  of 
branches  and  representative  offices  in 
most  of  the  world  s  money  centers.  The 
bank  holding  company  was  established 
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in  1972.  About  the  same  time,  it  began  a 
major  building  program  that  included 
construction  of"  the  bank's  55-story,  $100 
million  headquarters  in  Los  Angeles  and 
a  sophisticated  computer  center. 

From  the  start,  Larkin  realized  that 
the  expansion  couldn't  work  unless  a  lot 
of  outside  talent  was  brought  in.  "The 
bank  was  a  bit  like  civil  service,  "  says 
Hartnack.  "We  had  people  who  expect- 
ed lifetime  employment  but  we  didn't 
have  enough  tough,  aggressive  bankers.  " 
Larkin  brought  in  dozens  of  vice  presi- 
dents and  at  least  a  half  dozen  senior  vice 
presidents  from  major  banks  and  else- 
where across  the  country.  Security  also 
decided  correctly  that  most  of  the  staff- 
ing for  the  consumer  finance,  mortgage 
banking  and  leasing  subsidiaries  should 
be  done  with  nonbankers.  Whole  staffs 
were  brought  in  from  manufacturing 
firms,  brokerage  houses  and  other  finan- 
cial institutions. 

You  don't  turn  around  a  giant  bank  in 
one  year.  Larkin's  changes  cost  money, 
and  for  five  years,  1969  through  1973, 
Security's  earnings  were  relatively  flat 
and  did  little  to  enhance  its  image  and 
reputation.  Then,  in  1974,  Security  Pa- 
cific, along  with  many  of  the  nation's 
other  large  banks,  began  to  experience 
large  loan  losses  from  its  real  estate  in- 
vestment trust  activity.  Although  the 
REIT  losses  were  lower  than  those  ex- 
perienced by  most  big  banks,  they  were 


sufficient  to  cause  an  earnings  decline  in 
1974  and,  says  Hartnack,  forced  the 
management  team  "to  question  whether 
we  had  bitten  off  too  much.  " 

But  they  decided  to  go  ahead  with 
the  restructuring  and,  after  adopting  a 
new  credit  review  process,  earnings  be- 
gan to  rebound.  They  have  been  rising 
sharply  ever  since.  From  1974  through 
1977  average  share  earnings  have  in- 
creased at  a  rate  of  20.6%  a  year — 
second  best  among  the  nation's  20  larg- 


".  .  .  We  had  people  who  ex- 
pected lifetime  employ- 
ment but  we  didn't  have 
enough  tough  bankers  .  . 


est  bank  holding  companies  (see  chart). 

Much  of  Security  Pacific's  growth  this 
year  reflects  the  strength  of  the  Califor- 
nia economy  and  the  relatively  high  prof- 
it margins  in  retail  banking,  which  re- 
mains the  bank's  strongest  suit.  Secur-ty 
Pacific's  538  branches  in  California  give 
it  the  second-largest  branch  banking  sys- 
tem in  the  U.S.  (It  trails  Bank  of  Amer- 
ica, which  has  nearly  1,100  U.S. 
branches.)  Larkin  and  his  associates, 
however,  insist  this  year's  growth  isn't  a 
fluke.  "We  can't  continue  30%  annual 
growth  in  share  earnings  over  the  long 


run,  "  says  Larkin,  "but  we're  no  flash  in 
the  pan.  " 

Larkin  says  that  Security  Pacific's  "bal- 
ance '  is  what  distinguishes  it  from  most 
financial  institutions  its  size.  In  addition 
to  its  strong  California  base,  the  bank  has 
sufficient  strength  at  the  national  and 
international  levels  to  take  advantage  of 
any  upturn  in  business.  At  the  same 
time,  however,  it  hasn't  had  to  make 
low-profit  corporate  and  international 
loans  to  keep  up  volume  the  way  many 
New  York  banks  have  this  year.  "Banks 
that  count  on  international  business  for 
more  than  half  their  earnings  find  it  hard 
to  get  off  the  merry-go-round,  "  says  Jer- 
ry W.  Johnston,  a  senior  vice  president 
in  the  international  banking  group.  "It  is 
hard  for  them  to  pass  up  deals  even 
when  the  margins  are  really  thin.  We 
can  say,  'This  is  a  good  year  to  pursue 
second-trust  deeds  in  Fresno,'  instead  of 
getting  involved  in  the  lunacy  of  lending 
to  the  Nigerians  at  %%  over  the  inter- 
bank rate  for  ten  years,  "  he  adds. 

Security  Pacific  only  got  11%  of  its  net 
income  from  international  operations  in 
1977,  and  this  year  it  has  deliberately 
held  back  on  booking  new  loans  abroad. 
It  was  one  of  the  few  major  U.S.  banks 
which  this  summer  stayed  out  of  the  $1.5 
billion  British  Treasury  refinancing  deal, 
which  was  put  together  at  %%  over  the 
London  interbank  rate,  and  it  also  stayed 
out  of  a  $500  million  "jumbo "  loan  put 
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together  by  the  South  Koreans  earUer 
this  year  at  very  low  rates.  It's  a  nice 
luxury  to  be  able  to  stay  out  of  deals  like 
those. 

While  Securit)'  Pacific's  international 
operations  are  growing  more  slowly  than 
originally  planned,  the  holding  company 
subsidiaries  are  booming.  Frank  V.  Ca- 
houet,  who  heads  the  subsidiaries,  is 
especially  optimistic  about  Security  Paci- 
fic's consumer  finance  operations  abroad 
and  at  home.  It  recently  became  the 
second  bank  holding  company  to  open  a 
consumer  finance  office  in  Tokyo.  Earli- 
er this  year  it  agreed  to  acquire  Ameri- 
can Finance  System,  Inc.,  a  Maryland- 
based  finance  company  with  370  offices 
along  the  East  Coast.  Coupled  with  the 
88  finance  company  offices  Security  Pa- 
cific already  has  in  11  western  and  mid- 
western  states,  Security  will  have  one  of 
the  best  national  networks  of  any  holding 
company  getting  into  that  business. 

Security  Pacific  is  also  optimistic  about 
the  future  for  one  of  its  other  nonbank 
subsidiaries,  Securit)'  Pacific  Financial 
Services,  Inc.,  a  recently  created  unit 
responsible  for  project  finance,  mergers 
and  private  placements.  The  subsidiary 
has  already  completed  three  deals,  in- 
cluding a  $50  million  preferred  issue  pri- 
vate placement  for  Northwest  Industries 
last  December. 

Although  Securit>'  Pacific's  earnings 
have  been  growing  sharply,  its  dividend 
payments  haven't  kept  pace.  In  the  five 
years  through  1977,  dividends  averaged 
a  respectable  42%  of  net  income  per 
share,  but  despite  a  quarterly  increase  to 
45  cents  a  share,  fi-om  38V2  cents  a  share 
in  January,  the  payout  is  now  equal  to 
something  less  than  30%  of  net  income. 
Finance  officer  Paul  Smith  offers  little 
immediate  relief  for  shareholders,  saying 
it  doesn't  bother  him  "if  they  are  sullen 
so  long  as  they  aren't  mutinous.  "  Smith 
sa\s  he  thinks  it  more  important  to  in- 
crease the  bank's  internal  capital  than  to 
pay  high  dividends. 

Perhaps  because  of  the  sluggish  divi- 
dend policy,  perhaps  because  Security 
Pacific  has  failed  to  get  across  to  inves- 
tors the  major  changes  and  accomplish- 
ments of  recent  years,  rival  bankers  may 
know  that  it  is  a  formidable  competitor, 
but  investors  do  not  seem  to  have  gotten 
that  message.  Its  stock,  traded  over-the- 
counter,  sells  for  barely  six  times  prob- 
able 1978  earnings. 

The  extent  of  Security-  Pacific  s  image 
problems  was  recently  brought  home  in 
two  surveys  done  for  the  bank  by  outside 
public  relations  firms.  Those  surveys 
showed  that  even  among  financial  ana- 
lysts and  business  editors.  Security  Pa- 
cific is  "known,  if  at  all,  only  as  a  big, 
bland  bank  located  somewhere  in  Cali- 
fornia,' says  Richard  A.  Warner,  Securi- 
ty Pacific's  vice  president  for  public  rela- 
tions. "Few  people  know  how  big  we  are 
or  what  we  do,  and  there  is  frequent 
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Ranking  The  Big  Banlcs 

Security  Pacific's  share  earnings  grew  an  average  of  20.6%  a 
year  between  1974  and  1977..  Among  America's  20  largest  bank 
holding  companies,  only  Crocker  National  Corp.  did  better. 
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confusion  between  us  and  other  banks 
around  the  countr\'  with  Securih'  in 
their  names,  "  he  adds.  Part  of  Security 
Pacific's  recognition  problem  no  doubt 
stems  from  its  living  in  the  shadow  of 
BankAmerica  Corp.,  the  S88  billion  (as- 
sets) giant  that  dominates  banking  in 
California.  "Whenever  an  East  Coast  an- 
alyst or  reporter  wants  to  know  what's 
going  on  in  the  West,  he  makes  one  call 
to  Bank  of  .\merica  for  comment  and  lets 
it  go  at  that,  complains  one  Security' 
Pacific  official. 

In  an  effijrt  to  remed\  its  image  prob- 
lems. Security  Pacific  has  embarked  on  a 
major  advertising  and  promotion  pro- 
gram. Last  year  it  spent  S13.5  million, 
double  the  level  spent  in  1975,  and  it  is 
likely  to  spend  at  least  that  much  again 
this  year.  It  has  also  taken  out  large 
advertisements  in  newspapers  and  maga- 
zines across  the  country-  saying  "We're 
one  of  the  ten  largest  banks  in  the  coun- 
try'. Only  one  other  California  bank  can 
say  that.  "  (The  ads  conveniently  ignore 


that,  in  addition  to  BankAmerica  Corp., 
Western  Bancorporation,  also  of  Los  An- 
geles, outranks  Security  at  the  holding 
company  level.) 

Meanwhile,  the  quietly  effective  Fritz 
Larkin,  after  11  years  at  the  helm,  will 
retire  as  chief  executive  later  this  year. 
Who  will  replace  him?  Vice  Chairman 
Hartnack,  a  charming,  62-year-old  man 
who  joined  the  bank  44  years  ago  as  an 
18-year-old  messenger  and  worked  his 
way  up  the  corporate  ladder  on  the  retail 
side?  Or  President  Flamson,  a  hard- 
nosed  49-year-old  who  made  his  reputa- 
tion building  up  the  bank's  installment 
credit  operations  in  the  late  1960s  and 
then  building  its  international  operations 
and  the  holding  company's  subsidiaries 
in  the  1970s?  Larkin  will  only  say;  "I 
doubt  that  you'll  see  any  particular 
change  in  direction,  no  matter  who  suc- 
ceeds me.  "  At  any  rate,  Larkin  s  succes- 
sor won't  be  faced  with  anything  like  the 
kind  of  decisions  that  confronted  Larkin 
a  scant  decade  ago.  ■ 
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Shown:  1979  Caprice  in  Silver  Classic  Custom  Two-Tone. 


If  you're  in  the  market  for  a  new 
full-size  car,  we  have  two  words  of 
advice  for  you. 

Caprice.  And  Impala.  Known 
collectively  as  "The  New  Chevrolet!' 

The  New  Chevrolet  is  a  car  for 
today.  Yet  it  retains  the  kind  of  room, 
ride  and  comfort  you've  always 
sought  in  a  full-size  car 

It  is  trim  and  lean  on  the  outside, 
yet  wonderfully  spacious  within.  It  is 
agile  in  city  traffic,  yet  smooth  and 
quiet  on  the  road.  It  is  thoroughly 
enjoyable  to  look  at,  to  ride  in, 
to  drive,  and  to  own. 

More  head  room,  etc. 

The  New  Chevrolet  arrived  on 


the  scene  two  years  ago  with  more 
head  room,  more  rear-seat  leg  room, 
more  trunk  room,  more  ease  of  entry 
and  exit,  more  manageability  in  city 
traffic,  and  more  corrosion-resistant 
treatments  than  the  larger  1976  full- 
size  Chevrolet  it  replaced. 

With  all  that  going  for  it,  ourwhole 
new  car  quickly  attracted  a  whole 
flock  of  buyers.  Enough,  in  fact,  to 
become  America's  best-selling  car 
during  its  very  first  year  on  the  mari<et. 
A  proven  car. 

The  New  Chevrolet  is  far  and 
away  the  most  popular  car  in 
America  today 

And  ifs  still  one  of  the  newest 


new  cars  around.  Crisp,  con- 
temporary, full  of  new  ideas— all 
proven  in  the  hands  of  more  than  a 
million  owners. 

Thaf  s  a  track  record  not  many 
cars  can  match. 

If  this  is  your  year  for  a  new  full- 
size  car,  see  your  Chevy  dealer 
Talk  to  him  about  buying  or  leasing 
the  car  America  has  driven  to  the 
top.  The  New  Chevrolet. 

Available  as  a  Caprice  or 
Impala,  in  your  choice  of  Sedan, 
Coupe  or  Wagon. 
You'll  love  it., 

i 


Chevrolet 


How  this  great  pair  of  wings 
gets  a  great  pair  of  legs 
from  an  indu^rial  products  company 
lil«e  Colt  Industries. 


The  General  Dynamics  F-16-soon  to  join  th 
air  forces  of  the  U.S.,  Belgium,  Denmark,  The 
Netherlands,  Norway  and  Iran -  takes  off  and 
lands  on  Menasco  retractable  landing  gear 
assemblies. 

A  leader  in  shock  mitigation  technology, 
Menasco  supplies  landing  gear  for  a  variety  of 
military  aircraft  as  well  as  for  such  commercial 
airliners  as  the  727,  L-1011,  and  DC-tO.  Menasco 
is  the  newest  addition  to  Colt  Industries,  a 
teading  supplier  to  the  industrial  sector  of  the 


shock  mitigation  systems  to  such  other  well- 
known  Colt  Industries  products  as  Crucible 
specialty  steels,  Holley  carburetors,  Garlock 
industrial  seals  and  components,  Fairbanks 
Morse  diesel  engines. 

For  copies  of  our  latest  financial  reports, 
write  Colt  Industries  Inc,  Department  A, 
430  Park  Avenue,  New  York,  New  York 
10P22. 


^ig  hit  with  drivers 


Bumper  crops  from  arid  soil 


8-10%  annual  growth 


Eaton  Update: 


I  Automobile  Components 

Vhen  Eaton  introduced  its 
utomatic  cruise  control  in  1967, 
ome  people  thought  it  was  just 
.  novelty.  But  when  drivers  real- 
:e6  it  not  only  relieved  fatigue 
nd  could  help  improve  fuel 
conomy  by  maintaining  a  con- 
tant  road  speed,  the  option 
aught  on.  Last  year  we  sold 
'00,000  units,  and  we  expect 
:ontinued  market  expansion  in 
)Oth  the  U.S.  and  Europe. 

:aton  is  a  world  leader  in  con- 
'ols  technology  You'll  find  us 
inder  hoods,  in  appliances, 
aving  time  and  energy  on  farms. 


Fluid  Power 

Vith  help  from  Eaton's 
ghtweight  hydraulic  motors, 
arms  are  cropping  up  in  areas 
^^here  little  or  nothing  grew  be- 


fore-and  old  farms  are  more 
productive.  Our  motors  move 
the  "center  pivot"  irrigation 
systems  that  sweep  in  half-mile 
circles  bringing  "rain,"  fertilizer, 
and  herbicides  to  corn  and 
other  vital  crops. 

3  Appliance  Controls 

Virtually  every  kitchen  and 
laundry  appliance  made  in 
North  America  and  Western 
Europe  contains  Eaton  controls: 
Solenoid  valves  to  turn  water  on 
and  off  in  dishwasher  and 
clothes  washer  cycles.  Gas 
control  valves  for  use  with  solid- 
state  ignition  systems  that  elimi- 
nate the  pilot  light  in  gas  range 
ovens,  saving  up  to  30%  in  fuel. 
Plus  controls  to  regulate  fluid 
flow,  temperatures,  pressures, 
and  to  help  conserve  precious 
natural  resources. 

We  expect  major  growth  from 
new  products  for  refrigerators 


and  dishwashers,  such  as  ice 
makers  and  overflow  protection 
devices.The  dishwasher  market 
segment  alone  should  grow  8  to 
10  percent  per  year  over  the 
next  five  years. 

Eaton  is  a  family  of  technologi- 
cally related  businesses  with  a 
balanced  combination  of  manu- 
facturing and  engineering  skills. 
We're  always  looking  for  new 
ways  to  use  these  skills  in  mar- 
kets where  needs  are  growing. 
This  approach  to  the  manage-  , 
ment  of  change  has  been 
achieving  record  sales  and  earni 
ings.  For  the  complete  story, 
write  to:  Eaton  Corporation, 
lOOErieview  Plaza,  Cleveland, 
Ohio  44114. 
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Vice  Chairmen  Jerc  McKennij  (left)  and  Frank  McPhcrson  flank  Chairman  Dean  McGee 


The  princes  sK  quietly,  tlie  boss  does  tlie  tailcing. 


 Promises,  Promises  

Dean  McGee  has  crafted  a  company  overflowing  with  potential  in  his  36 
years  at  the  helm.  But  when  will  all  that  promise  become  profit? 


Ten  years  ago  a  Forbes  reporter 
broached  the  dehcate  subject  of  retire- 
ment with  Chairman  Dean  McGee  of 
Kerr-McGee  Corp.  McGee  was  then  64 
years  old  and  had  been  head  of  the  com- 
pany for  26  years.  "The  one  thing  I  won't 
do,  "  said  McGee,  T  m  not  going  to  get 
old  on  this  job.  I've  seen  this  happen  in 
too  many  companies.' 

Last  month  another  Forbes  reporter 
reminded  McGee  of  that  decade-old  state- 
ment. The  chairman,  now  74,  didn  t  hesi- 
tate. 'That's  right,  I  said  that,  "  he  boomed 
across  his  boardroom  table.  "Well,  I'm 
older! "  His  steely  eyes  watched  the  words 
sink  in.  He  said  no  more. 

Did  the  brilliant  Dean  McGee  hold  on 
too  long?  This  outstanding  geologist  has 
done  a  splendid  job  of  turning  Kerr- 
McGee  into  a  $2  billion  (revenues)  natu- 
ral resources  company  with  impressive 
inventories  of  oil,  chemicals,  uranium 
and  coal.  But  he  has  so  far  been  unable 
to  turn  those  reserves  into  the  profitable 
properties  investors  have  been  hoping 
for.  Kerr-McGee's  earnings  declined 
11%  last  year  to  $4.61  a  share,  and  in  the 
first  six  months  of  this  year  they're  oflp 
34%  from  the  comparable  year-earlier 
period.  Reasons  for  the  sharp  drop  this 
year  range  from  the  deteriorating  East 
Coast  ftiel  oil  market,  to  lower  prices  for 


potash,  to  the  shutdown  of  a  $53  million 
chemical  raw  materials  plant  in  Alabama 
which  opened  last  year  but  achieved  nei- 
ther its  design  capacity  nor  met  environ- 
mental standards.  Its  stock,  which  sold  at 
close  to  100  a  few  years  back,  now  lan- 
guishes at  less  than  50. 

To  turn  those  numbers  around,  man- 
agement must  be  smart  enough  to  get 
plants  going  on  time,  must  have  timing 
and  marketing  skills  and  be  able  to  wring 
the  last  cost-saving  penny  out  of  trans- 
portation. While  McGee  has  many  quali- 
ties, these  don  t  seem  to  be  among  them. 

McGee  made  a  gesture  indicating  he 
may  be  willing  to  step  down  in  a  year  or 
two  when  he  publicly  designated  two 
vice  chairmen  as  his  successors;  Jere 
McKenny,  49,  a  geologist  who  heads 
K-M's  oil  and  gas  operations,  and  Frank 
McPherson,  44,  a  petroleum  engineer 
who  has  charge  of  all  K-M's  other  busi- 
nesses. But  so  far  that  designation  hasn't 
meant  much.  During  the  recent  inter- 
view with  McGee,  the  two  men  sat  qui- 
etly, speaking  only  when  prompted  by 
the  boss.  A  subsequent  effort  to  ask  them 
a  few  questions  privately  was  turned 
down.  Dean  McGee  remains  the  only 
spokesman,  the  company  insisted. 

McGee  decided  more  than  25  years 
ago  that  K-M  would  always  be  a  relative- 


ly small  petroleum  company.  It  didn't 
have  the  cash  to  play  in  the  big  oil  game, 
he  said.  So  he  invested  enough  in  oil  and 
gas  exploration  to  keep  the  company  pro- 
ducing some  13  million  barrels  of  oil  and 
gas  liquids  and  about  100  billion  cubic 
feet  of  natural  gas  each  year,  maintaining 
a  nice  profitable  operation.  But  he  di- 
verted a  major  part  of  his  cash  flow  in 
other  minerals.  The  result  is  that  K-M 
has  a  tremendous  storehouse,  including: 
probable  reserves  of  160  million  pounds 
of  uranium,  worth  over  $6  billion  at  to- 
day's spot  prices;  3  billion  tons  of  coal, 
worth  $70  billion  at  today  s  price;  over 
100  million  tons  of  phosphate  rock  and 
16  million  tons  of  potash,  worth  over  $1 
billion,  and  many  other  of  the  earth's 
elements  as  well. 

But  in  spite  of  all  this  mineral  wealth 
in  the  ground,  it  is  oil  and  gas  that  has 
year-in,  year-out  provided  the  great  bulk 
of  K-M's  earnings.  And  it  is  the  1973 
price  rise  in  oil  and  gas  that  has  carried 
the  company  to  the  financially  comfort- 
able position  it  is  in  today.  Looking  at 
the  growth  of  other  small-  to  medium- 
size  oil  companies  over  the  years,  such  as 
Occidental  Petroleum,  Marathon  Oil 
and  Continental  Oil,  one  might  quarrel 
with  McGee  s  assumption  that  it  couldn't 
compete  with  the  majors.  In  any  case. 
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Kerr-McGet'  is  now  cominittftl  to 
chemicals  and  minerals,  and  it  is 
there  that  its  fnture  lies. 

K-M  is  bringing  into  production 
its  largest  single  capital  invest- 
ment ever,  a  $200-milli()n-pliis  fa- 
cility at  Searles  Lake,  C-alif.  to  pro- 
duce 1.45  million  tons  of  soda  ash, 
which  is  used  principally  in  glass 
manufacture.  Originally  sched- 
uled h)r  completion  late  last  year, 
the  facilit\'  will  he  in  full  produc- 
tion in  the  first  (juarter  of  1979, 
McGee  expects,  alter  what  he  calls 
normal  pre-operational  debug- 
ging. He  admits  the  cost  will  be 
above  the  $200  million  recently 
planned  for — up  from  $175  million 
originally  budgeted.  Still,  he  reck- 
ons that  by  1980  he'll  be  earning 
$30  million  a  year  aftertax  from 
that  plant,  something  better  than 
$1  per  K-M  share. 

The  Searles  Lake  soda  ash 
comes  from  an  Ice  Age  deposit 
containing  numerous  minerals 
which  excited  geologist  McGee 
back  in  the  1960s.  The  deposit  was 
the  key  reason  he  paid  $130  mil- 
lion in  K-M  stock  to  actjuire 
American  Potash  &  Chemical  in 
1967.  Since  then  he  has  drawn 
borax,  potash,  salt  cake  and  some 
soda  ash  from  the  lake,  but  it  was 
only  the  oil  price  rise  that  pro- 
vided him  with  the  funds  to  build 
the  big  soda  ash  facilitv  . 

Making  a  profit  on  the  plant 
may  be  tougher  than  McGee  says 
most  all  of  America's  soda  ash  is  now 
produced  by  Allied  Chemical,  FMC  and 
Stauffer  Chemical  from  trona  mined  at 
Green  River,  Wyo.  It  is  shipped  by  rail 
1,800  miles  to  the  big  glass-manufacturer 
customers  in  Ohio.  McGee  hopes  to 
compete  on  transportation  costs  by  ship- 
ping his  soda  ash  through  the  Panama 
Canal  to  Newark,  N.J.  and  thence  by 
truck  to  Ohio — a  formidable  challenge  to 
cost-controllers.  He  can  bring  over  1 
million  tons  of  new  capacity  onto  a  mar- 
ket of  8  million  tons  only  because  there 
remain  1.8  million  tons  of  synthetic  soda 
ash  production  still  to  be  phased  out, 
environmental  regulations  having  made 
its  production  uneconomic.  But  Texas- 
gulf  entered  the  trona  market  with  1 
million  tons  from  Green  River  last  year. 
It  held  prices  down  to  gain  market  share. 
K-M  may  have  to  do  likewise. 

McGee  has  to  hope  that  soda  ash  turns 
out  better  than  his  1977  Alabama  ven- 
ture in  synthetic  rutile,  a  chemical  raw 
material  used  to  make  titanium  dioxide, 
wliith  is  used  in  paint.  In  that  plant, 
McGee  opted  to  substitute  a  more  plen- 
tifijl  raw  material  for  once-expensive  ru- 
tile. But  the  plant  hasn't  worked  and 
natural  rutile  has  fallen  in  price.  So  now 
he  has  an  inoperative  plant  that  would  be 
uneconomic  if  it  were  operating.  He  is 


McGt'i'  xcith  cvmpanij  founder  Robert  S.  Kerr  in  194 
Kerr  played  polKics,  McGee  ran  the  company. 


Al- 


toying  with  the  idea  of  having  the  plant 
produce  something  else  besides  synthet- 
ic rutile,  but  won't  say  what  as  yet. 

So  McGee,  who  took  his  degree  in 
mining  engineering  from  the  University 
of  Kansas  in  1926,  has  been  better  at 
seeing  the  future  possibilities  of  the 
earth  s  resources  than  at  working  out  the 
precise  timing  of  their  use.  He  bought 
up  coal  leases  as  far  back  as  1957,  toward 
the  end  of  coal  s  long  decline.  In  the 
1960s  he  envisioned  the  liquefaction  of 
coal  becoming  a  reality  by  1980,  but  his 
company'  only  began  production  from 
mines  in  Wyoming  this  year  (one  year  of 
delay  being  due  to  government  red 
tape).  K-M's  2.5  million  tons  of  coal  pro- 
duction this  year  will  grow  by  1983  to  16 
million  tons  and  shortly  after  that  to  30 
million  tons,  worth  more  than  $700  mil- 
lion at  today  s  prices.  The  exploitation 
phase  in  coal  has  finally  begun — but  the 
wait  was  long  and  costly. 

Similarly,  McGee  is  one  of  the  alltime 
true  believers  in  the  promise  of  nuclear 
power,  and  therefore  responsible  for  his 
company's  strong  position  in  uranium. 
McGee  is  certainly  not  alone  in  misjudg- 
ing the  pace  of  development  of  that  ex- 
pensive infant  industry,  but  for  Kerr- 
McGee,  too,  the  promise  remains  some- 
time in  the  future.  After  some  20  years  of 
capital  investments  totaling  about  $300 


million  in  uranium,  the  company 
has  turned  its  only  big  profits  from 
the  mineral  in  the  last  tuo  years — 
$25  millicm  in  1976  and  $18.3  mil- 
lion in  1977.  The  profits  were  from 
spot  sales  made  possible  by  cus- 
tomers deferrals  of  delivery  on 
long-term  and  now  uneconomic 
contracts  written  in  the  last  de- 
cade when  costs  and  prices  were 
under  $10  a  pound.  With  contract 
adjustments  he  has  been  able  to 
negotiate,  McGee's  company  is 
now  supply  ing  uranium  at  around 
$16  a  pound  under  those  old  con- 
tracts. But  they  should  wind  up  by 
1982  and  from  there,  says  McGee, 
the  prospects  are  bright.  "Around 
1984-85  the  unfilled  demand 
curve  starts  to  go  up  fairly  sharply. 
This  doesn't  depend  on  new  [nu- 
clear plant]  orders  but  on  the  206 
reactors  that  are  either  producing 
or  under  construction. 

Yes,  but  what  the  uranium  mar- 
kets will  be  like  then  remains 
problematical.  Huge  supplies  in 
Canada  and  Australia  overhang 
the  market  and  companies  like 
Exxon,  Gulf  and  Getty  Oil  ha\c 
large  reserves  to  exploit.  Unless 
nuclear  power  really  does  take  off 
in  the  1980s,  it  could  be  that  ura- 
nium, too,  will  demand  rigorous 
attention  to  costs  and  aggressive 
marketing.  So  here  too,  Kerr- 
McGee  now  faces  the  challenge  of 
exploiting  and  selling  as  opposed 
to  finding  and  producing. 

Has  Dean  McGee  piled  up  all  this 
potential  wealth,  only  to  see  another 
company  come  along  and  exploit  it  by 
snapping  up  his  company?  The  current 
market  price  puts  a  total  value  of  about 
$1.24  billion  on  Kerr-McGee's  25.8  mil- 
lion shares;  a  509c  premium  over  this 
would  be  $2  billion.  Figuring  the  worth 
of  the  underground  wealth,  Kerr-McGee 
would  be  a  bargain  at  $2  billion.  Such 
thinking  has  prompted  some  rumors. 
"Yeah,  '  laughs  Dean  McGee,  "Geneen 
had  a  friend  of  mine  call  me  to  say  the 
ITT  rumors  weren  t  true  at  all.  In  any 
case,  McGee  gives  every  indication  he 
would  like  to  maintain  the  independence 
of  the  company  he  built  from  a  contract 
drilling  ■concern  back  in  the  1930s.  "  I 
think  the  interesting  thing  about  the 
company  is  that  unlike  a  number  of  com- 
panies who  are  piling  up  cash  and  won- 
dering w  hat  to  do  with  it.  we  ve  got  all 
these  natural  resource  assets  to  devel- 
op, '  he  says.  "The  rate  at  which  we  do  it 
depends  on  the  amount  of  cash  we 
have.  "  Ten  years  ago,  the  same  Dean 
McGee  spoke  almost  exactly  the  same 
way:  "  If  we  took  on  nothing  new  for  the 
next  ten  y  ears,  we'd  still  have  more  than 
enough  to  keep  us  busy  . 

There  is  a  time  for  sowing,  but  there  is 
also  a  time  for  reaping.  ■ 
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Sell  us  your  excess 

inventory  at 
vvlHdesale  prices 

NOW! 

If  your  company  has  an  unsold  inventory  of  consumer  goods 
or  capital  equipment  worth  $100,000  or  more— and  you  buy  adver- 
tising space,  broadcast  time,  incentive  programs,  printing,  meet- 
ing facilities,  hotel/motel  rooms,  etc.— we'll  buy  that  inventory 
from  you  NOW,  at  full  wholesale! 

Don't  take  unnecessary  mark  downs  or  write  offs.  Join  the 
other  financially  sophisticated  executives  who  use  the  simple 
techniques  of  modern  barter  to  substantially  improve  their  bot- 
tom line. 

For  additional  information,  write  on  your  corporate  letterhead 
to  our  New  York  office,  attention  William  S.  Steinberg,  President. 
Or  phone  for  an  early,  confidential  appointment. 


TRADEWELL 

INDUSTRIES  INC. 


(212)  838-1170  800  Third  Avenue,  New  York,  New  York  10022 
(312)  642-5800   625  N.  Michigan  Avenue,  Chicago,  Illinois  6061 1 


For  more  than  a  century,  a  relationship  with  a 
special  kind  of  bank  has  helped  American  companies 
increase  their  productivity. 

Today  you  can  get  that  same  kind  of  relationship 
from  that  same  bank.  First  Chicago. 


It  helped  young  Harvey  Fire- 
stone get  his  tire  company  on  the 
road  at  the  turn  of  the  century.  It 
helped  Inland  Steel  pour  the  first 
steel  ingot  in  the  East  Chicago 
Industrial  Region  in  1902. 

Sunbeam  Corporation  has 
relied  on  it  for  82  years;  Sears, 
Roebuck  and  Co.  76  years; 
Hart  Schaffner  &  Marx  91  years; 
Montgomery  Ward  over  100  years. 

And  today  it's  helping  com- 
panies large  and  small,  domestic 
and  multinational,  cope  with  the 
most  formidable  array  of  business 
challenges  within  memor\'. 

"It"  is  a  special  kind  of  bank- 
ing relationship.  A  close,  working 
relationship  with  bankers  who 
know  their  business  and  their 
customer's  business.  Who  get 
involved  with  the  companies  they 
serve  at  all  levels.  Bankers  who 
take  the  initiative  in  finding  ways  to 
solve  financial  problems  and  help 
keep  productivity  and  profitability 
growing.  In  good  times  and  bad. 


It  is  a  relationship  with  The 
First  National  Bank  of  Chicago. 
And  here's  what  it's  been  doing  for 
customers  lately: 

Backbone  banking. 

In  1974,  one  of  our  relation- 
ship customers,  a  major  supplier 
of  exhaust  systems  for  the  Big  3 
auto  makers,  ran  into  a  problem 
nobody  could  have  predicted. 

Early  in  the  year,  the  company 
had  committed  $30  million  to 
fixed  assets  for  manufacturing 
its  newly  developed  catalvlic 
converter 

The  future  looked 
bright.  Auto  sales  were  at 
record  highs  and  ex- 
pected to  go  even  higher 


William  S.  Race,  Vice  President  and  head 
of  one  of  our  Manufacturing  Divisions,  with 
catalytic  converter  manufactured  by  a  First 
Chicago  relationship  customer.  Because  we 
knew  the  automotive  business,  we  were  able 
to  help  this  company  survive  a  financial 
crisis  during  the  '73-  74  oil  embargo. 


Then  the  effects  of  the  oil 
embargo  hit.  Car  sales  skidded 
toward  the  bottom  of  the  chart. 
And  our  customer,  with  a  drasti- 
cally reduced  market  for  their  mail 
product,  was  caught  with  a  grow- 
ing inventory  and  a  cash  flow  that 
had  slowed  to  a  trickle. 

Soon,  their  cash  requirements 
soared  from  around  S30  million  tc 
over  $100  million.  Most 
other  banks  backed 
away.  But  First  Chicago 
knew  the  company's 

business,  and  we  hac 


lifaith  in  its  management.  So  we 
il  rolled  up  our  sleeves. 

To  pay  a  key  supplier,  we  set 
5  up  a  $15  million  Banker's  Accep- 
tance facility.  This  arrangement 
saved  the  company  l'/2%  in  inter- 
est compared  to  direct  financing. 

Then,  to  meet  their  other  cash 
needs,  we  agreed  to  lead  a  1-year 
S80  million  Revolving  Credit  in 
v\  hich  7  other  banks  participated. 
'\nd  we  held  periodic  meetings  in 
jur  offices  and  the  customer's  to 
<oep  the  other  banks  up-to-date 
>n  the  company's  progress. 

Result:  By  late  1976  the  com- 
pany had  not  only  paid  out  its  bank 
lebt,  it  was  investing  excess  cash 
hrough  our  Money  Market. 

In  addition,  we've  designed  a 
:ash  management  system  that  cut 
-  he  company's  float  by  $1  million, 
j  3ut  together  a  $5  million  lever- 
aged lease  for  new  equipment 
hrough  First  Chicago  Leasing 
Corporation,  and  our  International 
Banking  Department  facilitated 
he  sale  of  assets  we  financed  for  a 
subsidiary  in  Brazil. 

We  never 
stop  searching. 

At  First  Chicago,  we're  always 
ooking  for  ways  to  serve  our 
elationship  customers  better  at 
ower  cost. 


Example:  A  New  York-based 
car  rental  company  had  been 
using  our  wire  transfers  to  concen- 
trate cash  from  over  300  banks  at 
The  First.  Even  though  the  system 
was  working  smoothly,  we  thought 
there  might  be  a  better  way.  And 
we  were  right. 

After  thorough  analysis  of  the 
customer's  needs,  we  recom- 
mended a  switch  to  depository 
transfer  checks.  With  the  new  sys- 
tem in  operation,  the  customer  has 
virtually  the  same  fund  availability 
as  before.  And  costs  have  been  cut 
from  $3-$4  per  transfer  to  less 
than  a  dollar.  Total  savings:  $1,500 
to  $2,000.  Per  month! 

And  still  we  aren't  satisfied. 
Now  we're  discussing  a  new  com- 
puterized system  that  will  enable 
the  customer  to  make  instant  cash 
transfers  between  The  First  and 
outlying  banks  by  operating  a 
terminal  in  his  ^F^t^ 
own  office.  t  JjI^ 


Assistant  Vice  President  John  C.  Strickland 
checks  operation  ofFirstCash  Wire  Transfer,  a 
new  customer-based  computerized  cash  trans- 
fer system  under  development  for  our  relation- 
ship customers. 


Creating,  not 
gerrymandering . 

Naturally,  First  Chicago  isn't 
the  only  banking  relationship 
some  of  our  larger  customers 
have.  And  that's  fine.  We  welcome 
a  chance  to  compete. 

Recently  we  had  the  oppor- 
tunity with  a  multi-billion  dollar 
diversified  food  manufacturer. 
This  company  had  more  than  50 
domestic  divisions,  all  mn  auton- 
omously. They  needed  a  system  to 
establish  better  interna!  controls 
over  such  things  as  letters  of  credit 
and  cash  concentration.  They 
knew  exactly  the  kind  of  system 


wanted.  And  they  presented  a  list 
of  specifications  to  13  banks  in- 
cluding First  Chicago. 

To  quote  the  customer,  "We 
had  asked  for  some  particular 
constraints  that  would  call  for 
some  internal  restmcturing  in  the 
bank.  The  other  banks  would  only 
go  so  far,  and  then  try  to  gerry- 
mander the  rest.  But  First  Chicago 
went  all  the  way  for  us." 

We  created  a  special  Treasury 
Accounting  System  that  would 
take  care  of  all  inter-company 
transactions  according  to  the  cus- 
tomer's specified  needs.  We  had 
the  system  in  operation  within  6 
months.  And  the  result  was  a  sig- 
nificant improvement  in  cash  flow. 
(Incidentally,  our  system  cost  less 
than  any  of  the  "gerrymandered" 
systems.] 

First  Chicago's  files  are  rich  in 
case  histories  like  these.  And  while 
they're  history,  what  we've  done  for 
our  relationship  customers  in  the 
past  is  the  best  indication  of  what 
we  can  do  for  you  now  and  in  the 
future. 

We  have  the  capital,  the  indus- 
try experts,  71  installations  world- 
wide, and  over  100  bank  services 
specifically  designed  to  increase 
productivity. 

That's  why  a  banking  relation- 
ship with  First  Chicago  is  the  best 
financial  asset  your  company 
could  have  for  the  uncertain  times 
ahead.  Talk  it  over  now  with  Brian 
H.  Johnson,  Vice  President,  The 
First  National  Bank  of  Chicago, 
One  First  National  Plaza,  60670. 
(312)  732-4400. 

Productivity  banking 
in  36  countries. 

North  America:  Mexico  City;  Toronto.  Europe: 
Athens;  Cardiff;  Amsterdam;  Edinburgh;  Bristol; 
Geneva;  Channel  Islands;  Brussels;  Dublin;  Diis- 
seldorf;  Antwerp;  Frankfurt;  Madrid;  Leicester; 
London;  Milan;  Munich;  Rotterdam;  Paris; 
Piraeus;  Rome;  Stockholm;  Warsaw;  Zurich. 
Middle  East:  Abu  Dhabi;  Beirut;  Cairo;  Dubai; 
Sharjah;  Tehran.  Africa:  Lagos;  Nairobi;.  Latin 
America:  Sao  Paulo;  Panama  City;  Caracas; 
Guatemala  City;  Bogota.  Caribbean:  Port-au- 
Prince;  Bridgetown;  Kingston.  Asia:  Jakarta; 
Singapore;  Seoul;  Hong  Kong;  tbkyo.  Pacific: 
Manila;  Melbourne;  Sydney.  Member  F.  D.  L  C. 
©  1978  The  First  National  Bank  of  Chicago 
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It  says  ''Ohayo  Gozaimasu  Kitano-san"  and  it  means 
"Good  Morning  Mr.  Kitano."  With  the  coming  of  more  Japanese 
direct  investment  and  the  arrival  of  more  Japanese  bosses, 
it  will  soon  be  music  to  the  ears  of  a  lot  of  American  workers. 


By  LAWRENCE  MINARD 
with  Ayako  Doi 

Forty  years  ago  in  China.  Japan  found 
out  that  conquering  a  nation  is  far  easier 
than  occupving  it — that  it  is  easier  to 
manage  and  feed  an  imperial  army  than 
an  alien  population.  The  Japanese,  per- 
haps more  than  most  people,  learn  from 
experience.  Business  has  replaced  war  as 
the  instrument  of  expansion  and  a  sensi- 
tivit\',  even  h\  persensitivit\\  for  the  feel- 
ings of  non-Japanese  has  replaced  Ja- 
pan's prewar  insularib,'  and  arrogance. 

Nowhere  is  this  more  evident  than  in 
the  U.S..  where  the  Japanese  have  be- 
gun to  bus  and  build  plants  and  to  man- 
age U.S.  workers.  Direct  investments  to 
date  have  been  low-level  and  low-key:  a 
soya  sauce  plant  here,  a  zipper  plant 
there,  a  T\'  tube  plant  over  there  and  a 
few  dozen  other  small  plants  across  the 
countn,.  A  trickle  so  far.  But  a  trickle 
that  could  soon  become  a  torrent  as  high 
wages  in  Japan,  a  ballooning  balance-of- 
payments  surplus  with  the  U.S.  and  the 
extraordinar\  strengthening  of  the  yen 
all  conspire  to  force  Japanese  manufac- 
turers to  set  up  shop  in  countries  they've 
been  exporting  to  from  home.  In  addi- 
tion to  the  plants  already  here,  Honda 
Motor  Co.  has  announced  plans  to  build 
a  large  motorcycle  assembly  plant  in 
Ohio;  Toshiba  and  San\o  are  planning 
electronics  plants  for  Nashville  and  San 
Diego,  respectiveK ;  and  there  are  recur- 
ring reports  that  To\ota  and  Nissan, 
w  hich  makes  Datsun,  have  already  de- 
cided to  build  automobile  assembly 
plants  emploNing  thousands  of  workers 
here.  The  anticipated  surge  in  manufac- 
turing facilities  has  alread\-  been  preced- 
ed b\  a  sharp  increase  in  Japanese 
banking-  and  trading-company  activit\ 
throughout  the  U.S. 

So  how's  the  beachhead  going?  W  ith 
only  a  few  exceptions,  the  results  so  far 
have  been  splendid.  "You  Americans 
beautiful  people,  '  says  Yoshinori  Kitano 
in  the  rapid-fire  broken  EngUsh  he 
prides  himself  on.  Kitano  is  the  success- 
ftil  president  of  YKK  (USA)  Inc. -Macon, 
the  Macon,  Ga. -based  factory  of  private- 


ly owned  S1.5-billion-plus  (sales)  YKK, 
the  w  orld  s  largest  zipper  maker. 
"Americans,'  continues  Kitano,  "are 
well-educated.  Good  workers — more 
productive  than  YKK  workers  at  home 
plant  in  Toyama  (Japan).  Also,  he  adds 
with  a  wink,  "Wmerica  is  now  ver\'  cheap 
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Tcxprint's  Kaivamura 


Firing  workers  Just  Isnt  dona. 

place  to  manufacture.  Today  we  must 
manufacture  here.  No  choice.' 

.\cross  the  road  from  YKK-Macon  is 
Texprint  Corp..  a  SIO  million  (sales)  2.50- 
employee  subsidian,  of  Tokai  Senko.  one 
of  Japan  s  largest  textile  printers.  Says 
Executive  N'ice  President  Kazuo  Kawa- 
mura.  a  refined  man  who  speaks  fluent 
English  and  is  given  to  un-Japanese 
checked  sportscoats,  "Everyone  here  is 
so  warmhearted  and  open.  \\'hen  we 
first  arri\ed.  the  taxi  dri\ers  guided  us 
around  and  the  shoppers  would  stop  us 
on  the  streets  to  welcome  us.  It  is  ver\- 
impressive  to  us  " 

The   Japanese    management  system 


could  hardly  be  more  different  from  our 
own.  Individual  worker  freedom  and 
mobilit\  are  a  wa\  of  life  here.  The  aver- 
age worker  quits  his  job  e\er\  few  years 
and,  within  limits,  managers  are  free  to 
lay  off  w  orkers  w  hen  business  is  bad. 

But  in  Japan  the  guiding  principle  is 
the  famous  lifetime  employment  system, 
the  complex  cultural  phenomenon  root- 
ed in  feudal  Japan  s  relations  between 
liege  lords  and  their  devoted  samurai 
warriors.  The  system  is  currently  under 
attack  b>  changing  economics  and  demo- 
graphics. But  even  today  a  worker  s  c-om- 
pan>  is  like  his  family.  He  joins  a  c-om- 
pany  for  his  entire  working  life  (up  to 
around  age  55.  when  most  workers  are 
forced  to  retire),  and  his  compan\  ac- 
cepts a  degree  of  paternalistic  responsi- 
bility that  would  make  most  .\merican 
executives  shudder.  Japanese  companies 
routinely  provide  their  workers  with 
housing,  transportation,  vacations, 
medical  care.  Managers  often  find 
spouses  for  their  workers. 

.\bove  all.  it  is  tacitly  agreed  that  onK 
under  extreme  conditions — bankruptcy. 
sa\ — will  a  company  fire  a  worker.  That 
would  be  Uke  "firing  a  son.  In  return,  it 
is  unthinkable  to  Japanese  workers  to 
leave  their  companies. 

This  may  not  be  the  free.  Western 
way.  But  it  is  a  highly  productive  wa> 
because  it  lends  a  great  deal  of  dignit\-  to 
workers.  Instead  of  seeing  themselves  as 
cogs  to  be  laid  off  when  unneeded.  the>' 
see  themselves  as  crucial  to  the  firm's 
long-run  prosperity.  They  see  them- 
selves as  winners,  not  losers,  if  new  la- 
bor-saving machinen.  is  introduced. 
Unions  exist,  but  have  no  real  power. 

.Accustomed  to  this  radically  disparate 
st\le  of  management,  how  can  Japanese 
executives  even  hope  to  manage  effec- 
tiveK  American  workers? 

Surprise!  American  workers  seem  to 
like  the  Japanese  way.  This  is  not  to  say 
Japanese  companies  have  imported  the 
lifetime  employ  ment  system  lock,  stock 
and  barrel.  How  could  the\',  short  of 
centuries  of  consciousness-changing  for 
Americans?  But  the  Japanese  have  made 
everv  effort  to  minimize  la\  offs  and  treat 
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their  help  as  people,  not  as  ciphers. 

Texprint's  Kavvamura  established  the 
Macon,  Ga.  plant  only  months  before 
the  1975-77  textile  recession  began.  The 
plant  was  built  on  the  basis  of  supplying 
a  single  company,  Hawaii  Corp..  which 
soon  went  broke.  Tt  was  the  worst  possi- 
ble timing  and  still  we  have  not  yet  made 
a  profit,"  says  Kawamura,  who  hopes  to 
break  even  this  year.  "But  we  haven't 
laid  off  any  workers  either.  If  we  have  a 
printer  or  an  inspector  but  no  work  for 
him,  we  give  him  extra  training.  Or  per- 
haps we  will  have  him  sweep  the  floors. 
But  he  isn't  fired.  " 

Or  take  Hitachi  Magnetics  Corp.  in 
Ed  more,  Mich.  Hitachi  Metals  Co.,  Ltd. 
(sales:  $1  billion)  bought  the  creaking 
magnetmaking  plant  from  General  Elec- 
tric in  1973.  It  was  plagued  by  strikes 
and  Gt  couldn't  wait  to  unload  it.  But 
under  the  plant's  Chairman  Yoshio 
Saida,  things  are  now  running  smoothly. 
In  addition  to  running  the  plant,  Saida 
organizes  softball  games  and  yakitori 
(barbecue  chicken)  picnics  for  his  work- 
ers. He  encourages  them  to  stroll  in  the 
firm's  prize-winning  garden.  He  settled 
one  major  workers'  gripe  simply  by  re- 
paving  the  employee  parking  lot. 

Simple,  common-sense  management? 
Of  course.  As  a  result,  the  plant  is  now 


solidly  profitable.  The  workforce  is  up 
from  510  under  GE  to  650  under  Hita- 
chi, and  there  is  a  long  line  of  job  appli- 
cants. Obviously  impressed  (and  scared 
by  news  that  Rockwell  International 
Corp.'s  Admiral  TV  division  will  close  its 
loss-ridden  Harvard,  111.  plants),  GE 
plans  to  coproduce  color  TV  sets  with 
Hitachi  Metals'  relative,  Hitachi,  Ltd., 
at  GE's  4,000-worker  Syracuse,  N.Y. 
and  Portsmouth.  Va.  facilities. 


.  .  Japanese  companies 
accept  paternalism  that 
would  make  American  ex- 
ecutives shudder  .  .  ." 


Over  and  again  Americans — even 
those  who  criticize  Japanese-style  man- 
agement— praise  what  amounts  to  their 
bosses  innate  consideration  for  workers. 
Neil  Schecter  is  a  production  manager  at 
($1.5  billion  sales)  Toppan  Printing  Co.'s 
Mountainside,  N.J.  plant.  Shortly  before 
leaving  for  Japan  with  his  wife  on  a  two- 
week,  Toppan-paid  tour,  Schecter  told 
Forbes:  "Believe  me,  it  sounded  funny 
when  I  first  came  here  and  everyone  was 
talking  about  'my  company.'  But  now. 


afl:er  four  years  here,  I  call  it  'my  com- 
pany' too.  ...  I  went  to  the  reception 
here  for  the  president  of  our  parent  com- 
pany and  I  felt  that  he  actually  listened  to 
my  opinions.  " 

Japanese-managed  U.S.  firms  invari- 
ably report  labor  turnover  and  absentee- 
ism rates  at  least  50%  below  comparable 
U.S.  firms'  rates.  Sometimes  their  work- 
eVs'  loyalty  verges  on  the  heroic. 

Kikkoman  Vice  President  William 
Nelson  tells  of  a  blizzard  last  winter  that 
closed  virtually  all  of  Wisconsin.  "And 
you  know  what?  Nearly  half  our  workers 
got  on  their  snowmobiles  and  came  to 
work.  On  time!  It  was  incredible.  You'll 
never  see  that  in  any  American-managed 
company." 

But  for  all  the  good  feelings,  the  arri- 
val of  Japanese  managers  has  not  been 
without  problems.  The  Japanese  don't 
have  an  easy  time  in  America.  Part  of  the 
problem  is  the  oft-cited  "ranguage  '  bar- 
rier. But  there  are  communications 
problems  that  go  beyond  pronunciation. 
The  saying  "we  are  thinking  along  paral- 
lel lines  "  exists  in  English  and  Japanese, 
but  in  English  it  means  "our  thinking 
runs  in  the  same  direction,  "  while  in 
Japanese  it  means  "we  are  thinking  along 
lines  that  will  never  meet.  "  With  differ- 
ences like  that,  confusion  is  inevitable. 


Will  Success  Spoil  YKK? 


"Whenever  we  have  Japanese  ex- 
ecutives who  want  to  establish  oper- 
ations in  the  U.S.  but  are  afraid,  "  says 
a  top  Japanese  banker  in  New  York, 
"we  take  them  to  Macon.  We  intro- 
duce them  to  Mr.  Kitano.  They  feel 
much  better.  " 

Slight,  pulsatingly  energetic  Yo- 
shinori  Kitano,  41,  runs  Yoshida  Ko- 
gyo  K.K.'s  (YKK  for  short)  ultra-mod- 
ern factory  in  Macon,  Ga.  (pop.: 
60,000).  Privately  owned  by 
Founder-Chairman  Tadao  Yoshida, 
nearly  $2  billion  (sales)  YKK  is  the 
world's  largest  zippermaker. 

The  Macon  plant  has  been  daz- 
zlingly  successful  for  Yoshida.  Market 
share  has  jumped  from  less  than  10% 
in  1972  to  nearly  30%,  despite  the 
fact  that  YKK  only  recently  began  to 
scratch  the  lucrative  trouser  zipper 
business;  it  is  gaining  quickly  on  Tex- 
tron's  Talon  division. 

Kitano,  who  communicates  more 
with  self-drawn  charts  and  pictograms 
than  with  the  English  language,  ad- 
heres to  no  national  style  of  manage- 
ment, but  blends  evervthing  into  a 
highly  personal  method.  For  exam- 
ple, there  is  no  Japanese  ringi  under 
which  potential  decisicms  are  circulat- 
ed to  all  company  employees  before 


percolating  upwards  for  final  action. 
On  the  other  hand,  Kitano  does  do 
much  more  than  an  American  em- 
ployer might  to  keep  his  employees 
informed.  Kitano  pays  well,  but  more 


YKK  boss  Kitano 


A  dazzling  success. 


than  that  he  talks  to  his  workers,  cre- 
ates the  impression  (at  least)  that  he 
cares  about  them.  "We  tell  them  they 
are  not  making  zippers,  but  suitcases, 
and  Jeep  tops,  and  trousers  and  ev- 
erything else  their  zippers  go  into. 
Another  example:  Kitano  or  his  aides 
meet  regularly  to  measure  and  dis- 
cuss with  their  employees — with  the 
help  of  gigantic  wall  charts  inside  the 
Macon  factory — the  workers'  produc- 
tivity. "We  find  that  they  enjoy  the 
challenge  of  breaking  the  previous 
score,  "  says  Vice  President  Alex 
Gregory,  30,  Kitano's  protege'. 

Kitano  himself  readily  admits  that 
rapid  growth  could  be  his  deadliest 
enemy.  It  becomes  exponentially 
more  difficult  to  practice  small-family 
style  management  when  a  plant's 
family  grows  from  a  few  hundred  to  a 
few  thousand  workers.  So  Kitano  is 
developing  formalized  managerial  re- 
sponsibilities— flow  charts  and  the 
like — for  the  growth  ahead.  Will  he 
use  them? 

"We'll  use  what  we  always  use:  jo- 
shiki,  joshiki  [common  sense].  By 
1990  we  11  make  YKK  machinery  here 
and  if  our  work  force  reaches  2,000 
[from  350  today],  maybe  I'll  split  up 
the  factory."  — LM. 
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Last  year  Southern  Pacific  hauledi 

Keeping  them  happ>] 


SP  6  90187 


Chemicals  &  Petroleum 
Products 
17% 


Here  you  see  a  sampling  of 
products  used  or  produced  by  the 
many  vital  industries  served  by 
Southern  Pacific  in  1977.  Few  major 
carriers  haul  a  more  diverse  cargo, 
or  are  less  dependent  on  any  single 
industry  for  freight  revenues. 

Providing  optimum  transportation 
service  to  so  many  different  customers 
is  a  constant  challenge  to  our  man- 
agement and  technicians. 


Special  freight  cars. 

We  develop  special  rolling  stock  to 
meet  customers'  special  needs.  Our 
60-foot  bulkhead  flat  car,  for  example, 
can  carry  more  than  75,000  board 
feet  of  lumber.  Our  tri-level,  com- 
pletely enclosed  auto  cars  deliver 
new  automobiles  factors'-fresh.  Extra- 
height  box  cars  permit  bigger  loads 
of  appliances  and  other  products.  And 
we  are  equally  adaptable  to  our 


customers'  needs  in  train  scheduhr 
and  car  delivery. 

Special  trains. 

We  run  unit  trains  to  move  hug 
tonnages  of  a  single  commodity— cc 
oil,  iron  ore,  perishables  — quickly 
and  cheaply.  \Ve  pre-block  run-thrc 
trains  to  bypass  busy  interchange 
terminals  and  yards,  and  speed  deliv 
to  major  markets  all  over  the  natit 

We  operate  energy-saving  piggy 


Farm  Products 
6% 


Ores,  Minerals  &  Fuels 

1%  i 


Forest  Products 

(Lumber/pulp  &  paper) 
20% 


25  »  W 

«7f>'52. 


r.iins  to  expedite  the  constantly 
ing  shipments  moving  in 
■  i  \  trailers  or  containers.  This 
odal  service  to  and  from 
Pacific  and  Gulf  Coast  ports, 
lints  between,  includes  both 
tic  and  international  traffic. 

Highway  trucks. 
■If  highway  trucking  better 
our  customers'  needs,  SP  truck 
■s  cover  over  28,000  miles 


of  western.  Sun  Belt  and  midwestern 
highways. 

Communications,  too. 

And  we  transmit  voice,  data 
and  facsimile  messages,  at  competitive 
rates,  for  industrial,  commercial 
and  governmental  customers  over 
Southern  Pacific  Communication 
Company's 


nationwide  microwave  network. 

In  every  phase  of  our  business,  we 
aim  to  meet  the  challenge  — to  provide 
the  most  efficient,  reliable  and 
economical  transportation  services 
possible.  Today  — and  tomorrow. 

Southern  Pacific. 

We're  making  tracks  for  the  future. 


Yes,  We  Have  No  Paternalism 


"W'HKN  KiKKOMAN  had  20  Japaiu  se  families  here/  recalls 
Walworth.  W  is,  (pop  ;  1.637)  Scntn.  Foods  Supermarket 
manager  Ken  Riles ,  "we  stocked  pic  kled  mackerel,  dried 
seaweed,  \v  hatever  they  wanted.  But  now  there  are  unly 
six  families  and  this  is  all  we  have."  He  waves  to  a  few 
packages  of  Japanese  rice,  Ramen  soup  mix,  dried  forest 
mushrooms,  and  adds:  "I  miss  them.  They  have  been  go(xl 
for  this  communib.'.' 

Timi's  change.  In  1974,  SSOO-million  (sales)  Kikkoman 
Sho\  u  announced  it  would  build  a  soya-sauce  brewer\  in 
Walworth,  close  to  the  cheap  (b\-  Japanese  standards) 
soybeans  and  wheat  that  are  Kikkoman  s  principal  ingredi- 
ents. But  W  alworth  s  tow  nfolk  and  farmers  refused  to 
rezone  a  2(X)-acre  Kikkoman  plot  for  industrial  use.  ("I  was 
against  takin  that  prime  farmland  out  of  production  then, 
and  I  m  against  it  todas  ,  grumbles  one  local  farmer  sitting 
in  Adele  s  KofFee  &  Baken  Shop,)  But  the  count)  plan- 
ners intervened  and  gave  Kikkoman  the  go-ahead  on  its 
$10  nn'Ilion.  2,4  million-gallons-a-\ ear  plant. 

The  plant  has  been  a  huge  success.  The  Mogi  and 
Takanashi  families — who  have  controlled  Kikkoman  for 
over  300  \ears — have  spent  another  S5  million  to  expand 
the  W  alworth  brewery  s  annual  production  to  3.5  million 
gallons,  have  plans  calling  for  7  million-gallons-per-year 
capacit\  bv  1982,  and  ma\  commence  exports  to  Europe 
ne.xt  \ear.  Despite  an  American  public  largeK  uncultured 
in  the  wavs  of  sova  sauce.  Kikkoman  s  U.S.  sales  have 
doubled  in  the  last  five  \ears.  The  firm's  market  share  is 
now  469c.  having  surpassed  that  of  its  main  competition, 
Beatrice  Food  s  La  C.'hoy  brand,  a  year  ago. 

W  ith  only  S20  million  in  sales  and  70-odd  workers. 
Kikkoman-W'alworth  is  too  small  to  import  much  of  the 
Japanese  management  stv  le.  Besides,  most  of  its  workers 
were  or  are  farmers,  often  on  their  first  factorv'  job.  They 
are  indi\  idualisfs  who  have  shunned  unions  and  would 
chafe  at  true  Japanese-st\ le  paternalism,  Fukushima  says 
managerial  labor  is  being  divided  accordinglv': 

The  Japanese  officers  have  an  intimate  knowledge  of 
the  whole  svstem  of  the  plant  .  ,  .  and  technical  side  of 
the  process.  The  .\merican  officers  have  a  better  under- 
standing of  the  local  env  ironment  and  local  people.  The 
important  decision-making  is  made  bv'  consensus 
.  .  .  based  on  the  advantages  of  both  Japanese  and  Ameri- 
can approaches." 


Fukushima  l(»oks  at  his  expanding  plant  and  market 
share  and  savs  the  consensus  stvle  has  worked  well  to 
date,  but  adds:  "The  process  is  still  in  the  experimental 
stage  and  involves  considerable  trial  and  error.  We  will 
have  to  wait  a  long  time  for  actual  results." 

In  business  since  1661,  Kikkoman  doesn't  seem  both- 
ered bv  that  prospect,  — L.M. 


Soija-saucc  hn  ucr  Dr.  Danji  Fukinhima 


From  Tokyo  research  to  Wisconsin  management. 


There  are  other  problems,  too,  Man\ 
Japanese  managers  and  their  wives  are 
reluctant  to  leave  Japan  or  to  stay  abroad 
too  long  for  fear  their  children  will  fall 
behind  their  peers  at  school  back  home 
(see  p.  148).  Acceptance  at  a  top-level 
university  is  essential  if  one  is  to  reach 
the  top  of  Japan's  vertical  society.  It  is 
almost  impossible  for  children  who 
haven  t  gone  through  Japanese  elemen- 
tarv ,  middle  and  high  schools  to  pass  the 
rigid  entr\  exams  for  Japanese  universi- 
ties. "Educating  our  children,  sav  s  Mit- 
suru  Misawa.  Tokvo  University  and  Har- 
vard Law  School  graduate  who  heads  the 
Manhattan  offices  of  $32  billion  (assets) 
Industrial  Bank  of  Japan,  "is  without 
(jucstion  our  worst  headache." 

The  Japanese  here  also  worrv^  whether 


the  friendlv  response  the\  ve  received  so 
far  will  last  should  the\  reallv  expand 
investment  in  America.  "'One  reason 
they  are  cautious,  opines  Edwin  (), 
Reischauer,  the  Harvard  Japanologist 
and  former  U.S.  ambassador  to  Japan,  is 
that  they  fear  "  a  kind  of  overall  hostilitv  " 
or  subliminal  racism.  "For  example,  vou 
hear  a  lot  of  talk  about  how  thev  re 
buv  ing  up  all  the  forests  in  the  South  and 
so  on,  vet  the  figures  show  their  invest- 
ments are  much  less  than  Europe  s. 

Turning  to  American  workers  prob- 
lems, Misawa  makes  an  interesting 
point:  "I  think  American  manufacturing 
workers  are  pretty  satisfied  with  Japa- 
nese management.  It  is  in  the  service 
areas  like  banking  and  trading  companies 
where  the  trouble  can  often  arise.  The 


reason  is  that  job  roles  and  responsibil- 
ities are  far  less  defined,  and  language 
instead  of  manual  labor  is  the  worker  s 
main  contribution. 

Listen  to  this  30-year-old  American 
working  in  one  of  Japan's  top  (and  most 
progressive)  trading  companies: 

"Despite  constant  claims  to  the  con- 
trarv',  the  Japanese  here  do  not  promote 
.\mericans  as  quickly  or  as  high  as  they 
do  the  Japanese.  Americans  are  definite- 
Iv  second-class  citizens.  Often  voull 
have  an  American  superv  isor  and  a  Japa- 
nese superv  isor  doing  the  same  kind  of 
work.  The  Japanese  guy  s  term  is  up  and 
he  returns  to  Japan.  His  replacement  is 
then  trained  by  the  .\merican  supervi- 
sor. A  fimn\  thing  happens:  As  soon  as 
the  American  trains  the  Japanese,  the 
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THE  FALCON  10. 

IT  TRAVELS  IN  THE  BEST  OF  COMPANIES. 


There  are  few  decisions  as 
itical  as  the  selection  of  a  business 
5t.  Of  course. 

For  management's  original  judg- 
lent  is  always  on  the  line.  Every 
ight.  Every  day.  Year  after  year. 

And  to  complicate  the  situa- 
on,  there  are  many  small  jets, 
uite  a  profusion.  But  for  the  lead- 
ig  firms,  that's  no  problem.  They 
now  how  to  evaluate  aircraft.  And 
ley  select  one  plane  more  often 
an  any  other — the  Falcon  10. 
Why?  Quite  simply  because 


their  studies  convinced  them  that 
there  art"  differences.  In  design. 
Strength.  Structural  integrity.  Sig- 
nificant differences  that  made  their 
choice  evident. 

Just  what  are  those  differences? 
A  new  brochure  discusses  them.  It's 
titled.  The  Big  Difference  in  Small 
Business  Jets.  It's  filled  with  reveal- 
ing facts.  About  wing  construction. 
Landing  gear.  Systems.  All  the 
things  you  should  know  before  con- 
sidering any  business  jet. 

We'd  be  pleased  to  provide 


you  with  a  copy.  Our  compliments. 
Just  ask  for  it  on  your  letterhead. 
Address  Mr.  Tom  Turner,  Vice 
President — Marketing,  Falcon  Jet 
Corporation,  Suite  920,  Teterboro 
Airport,  New  Jersey  07608. 

The  Leaders  Fly  The  Falcon. 


FALCOJSfJET 
CORPORATiOJV 


American  is  siuidcnK  reporting  to  the 
guy  he  just  trained — for  ci  mithing." 

(Not  all  the  complaints  about  favorit- 
ism, however,  come  from  the  American 
side.  Confided  one  \oung  Japanese 
working  with  Hitachi  Magnetics,  "I  don  t 
say  so  out  loud,  but  I  am  not  totally 
satisfied  with  the  position  of  the  Japa- 
nese here.  This  is  a  Japanese  compans  , 
yet  we  ha\e  to  work  under  American 
managers.") 

Yet  despite  the  problems  and  com- 
plaints that  do  exist,  Japanese  manage- 
ment must  so  far  be  judged  a  success 
here.  The  real  question  for  the  friture. 
however,  is  whether  the  programs  im- 
plemented by  the  first  wave  of  Japanese 
managers  will  be  continued  as  the  Japa- 
nese begin  turning  over  more  manage- 
ment tasks  to  Americans  and  as  those 
Japanese  that  remain  become  more  ac- 
customed to  working  here.  There  are 
alread\-  signs  that  Japanese  and  Ameri- 
can management  st\les  are  converging. 
Sa>s  Te.xprint  s  Kauamura:  "I  now  leave 
all  personnel  problems  to  nn  .\merican 
managers.  I  don  t  touch  such  problems.  I 
could  get  in  big  trouble. 


Four  \ears  ago  Kikkoman  Sho\u  em- 
ploNed  20  Japanese  vvorkers;  toda\'  it  s 
six.  At  VKK.  the  ratio  of  Japanese-to-U. S. 
workers  has  fallen  from  l-to-3  to  l-to-20. 
Sa\s  Stanford  Business  School  Professor 
Richard  Pascale,  an  expert  on  Japanese 
management  in  .-America:  "I  think  that 
when  Japanese  companies  first  came 


".  .  .  'We  are  thinking  along 
parallel  lines'  means  'We 
are  thinking  along  lines 
that  will  never  meet' .  .  ." 


here  the\  brought  some  of  their  ua\  of 
doing  things.  But  toda\  the  similarities 
betv\een  Japanese  and  American  firms 
[in  America]  are  overwhelming.  I  think 
the  Japanese  firms  are  now  just  capitaliz- 
ing on  their  mystique  as  kind,  generous 
employers — and  enlarging  on  it — where- 
as in  fact  there  are  ver\  few  differences." 

This  convergence  ma\  well  eventualK 
influence  Japanese  society  itself.  The 
reason:  The  lifetime  employment  sys- 


tem itself  is  now  under  attack  due  to  the 
slowdown  in  Japan's  economic  growth 
and  increased  desire  for  independence 
among  some  of  Japan  s  xounger  work- 
ers. As  a  result,  serious  stud\'.  even 
action,  is  being  turned  toward  changing 
the  system.  One  example:  Leading  opti- 
cal and  office  machine  maker  Ricoh's 
leaders  recentK  ordered  their  workers 
to  stop  calling  Ricoh  "my  company  "; 
from  now  on  it  s  "the  compan\'.  "  And 
Ricoh  sass  that  after  a  worker  reaches 
3-5.  he  will  be  paid  and  promoted  only 
on  the  basis  of  merit.  No  more  automat- 
ic seniority  advancement. 

Sa\s  Marvin  Schiller,  the  Japanologist 
for  big  international  management  con- 
sultants A.T  Kearney  &  Co.:  "The  Japa- 
nese are  interested  in  more  than  produc- 
ing in  .\m.crica.  The\  want  to  learn  and 
perhaps  implement  our  management 
techni(jues  in  Japan  itself.  They  see  Jap- 
anese management  as  hidebound  in  tra- 
dition, and  they  see  European  manage- 
ment as  too  socialistic.  In  the  middle  is 
-American  management,  which  the\  be- 
lieve might  be  useful  for  them  in  the 
\ears  ahead.  ■ 


Where  Are  The  Sokaiya  When  We  Need  Them? 


Next  time  you  \isit  a  Japanese  compan\  ask  about  the 
sokaiya.  iLiteralK  :  "people  who  take  care  of  annual  meet- 
ings. )  They  are  institutionalized  thugs  who.  b\  police 
estimate,  rake  in  o\er  -SI  billion  annualK  b\  blackmailing 
corporations  and  running  annual  meetings.  Should  a 
shareholder  challenge  management,  the  sokaiya  in  atten- 
dance quickly  restore  the  meetings  tea  (harmon\)  b\ 
beating  up  the  dissident.  Many  Japanese  annual  meetings 
are  over  in  under  ten  minutes. 

Perhaps  Sumitomo  Bank  s  and  C.  Itoh  &  Co.  s  U.S. 
div  ision  executives  secretK  \  earned  for  sokaiya  to  help  in 
handling  dissident  emplo\ees  who  seriousK  ruptured 
their  companies  iva.  In  C.  Itoh  s  case  three  American 
employees  took  the  S32  billion  (revenues)  trading  com- 
pan\  to  court  in  1975  on  charges  of  promotion,  pa>'  and 
fringe-benefit  discrimination.  That  case  is  still  pending.  At 


Picketing  Sumitomo  Bank 


It  would  never  play  in  Osaka. 


least  the\  were  all  men.  At  Sumitomo  Bank  militant 
women  (a  virtual  ox\  moron  as  far  as  Japanese  managers  are 
concerned)  charged  sexism  and  racism;  the\-  demonstrated 
in  San  Francisco  s  financial  district  and,  through  trick\' 
legal  foot\sork.  tried  unsuccessfully  to  thwart  their  em- 
plo\er"s  acquisition  of  19  branch  offices  from  Bank  of 
California. 

Dealing  with  militant  women  and  litigating  emplovees 
is  not  a  problem  for  which  most  Japanese  managers  are 
trained.  That  the\  are  as  common  as  colds  in  .\merica  is 
one  reason  Japanese  businessmen  have  been  reluctant  to 
invest  heavih  here,  though  the>  know  they  must  learn  to 
live  with  such  problems.  One  compan\  working  hard  at  it: 
Nissho-Iwai  Co.,  Japan's  sixth-largest  trading  company 
(revenues:  $23  billion).  "We  are  tr\ing  to  amalgamate  the 
two  cultures  into  a  third  culture,  explains  Nissho-Iwai 
,\merica  Corp.  Executive  Vice  President  Shoji  Ushiki. 
"We  are  doing  this  through  biculturalization.  ' 

Biculturalization.-^  Ushiki  points  to  Nissho-Iwai  s  "  career 
path  program.  Nissho-Iwai  tries  to  give  the  .American 
university  graduates  and  MBAs  it  now  hires  training 
comparable  to  what  Japanese  managers  receive.  The 
.Americans  spend  three  or  four  \  ears  in  a  product  division 
such  as  steel  or  textiles,  then  a  few  \  ears  more  in  finance, 
and  finalK  a  home-office  stint  in  Japan  for  two  or  three 
years  learning  Japanese  language  and  culture.  '  After  eight 
to  ten  years  on  our  "path.  says  Ushiki,  "the  American 
would  be  read\  to  assume  a  department  managing  posi- 
tion with  a  good  grasp  of  the  entire  sogo-shosha  [general 
trading  company]  operation. 

Eight  to  ten  years?  Yes,  given  Americans',  and  especial- 
K  young  Americans  penchant  for  job-hopping,  that  s  a 
problem:  "UnfortunateK  we  don  t  know  how  long  an 
American  will  sta\  with  our  compan\  and  if  he  w  ill  make 
our  in\  estment  in  him  worthwhile.  It  ma>  turn  out  to  be  a 
losing  gamble.    Still,  one  worth  tr\ing.  — L.M.  and  A.D. 
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HOW  TO  ACQUIRE  ATASTE  FOR 
AMERICA'S  EXTRAORDINARY  BRANDY 


Rare  Reserve  from  The 
Christian  Brothers,  an 
extraordinary  brandy  for  those 
special  occasions. 

Enjoy  it  as  you  would  any- 
thing rare  —  slowly.  A  snifter  is  the 
best  way  to  discover  XO's 
extraordinary  quality. 

Only  then  will  you  appreciate 
the  aroma  of  XO's  rich  blend. 

Only  then  will  you  recognize 
XO's  subtle  marriage  of  specially 
selected  mature  brandies. 

This  extraordinary  brandy 


is  the  creation  ot  The  Christian 
Brothers  of  Cdifomia. 

It  comes  from  their  libraries 
of  fine  aging  brandies,  where, 
occasionally,  an  exceptional 
brandy  will  develop  in  the  cask. 

Only  two  casks  out  of  one 
hundred  have  this  extraordinary 
quality,  and  it  is  from  these  rare 
casks  that  XO  is  drawn. 

XO  Rare  Reserve  Brandy 
from  The  Christian  Brothers.  An 
extraordinary  brandy  that  invites 
savoring. 


XO  Rare  Reserve  Brandy 
From  The  Christian  Brothers  of  California: 

WORLDWIDE  DlSTRlliLTClRS.  FROMM  AND  SICHEL.  INC  ,  SAN  FRANCISCO.  CALIFORNIA,  U  S  A,  BRANDY:  HO  PROOF 


.7^  .^1 


This  is  one  of  US.Steel^ 
biggest  plants... 

and  it  doesift  make  steel 


You  may  not  think  of  U.S.  Steel 
as  a  chemical  producer.  We  are. 
Our  Chemicals  Division  is  a 
major  factor  in  America  s  chemical 
industry,  one  that  is  growing  twice  as 
fast  as  the  rest  of  the  economy. 
For  instance,  we're  a  leading  pro- 
ducer of  basic  industrial  chemicals 
from  coal— chemicals  used  in  making 
fertilizer,  plastics,  adhesives  and  hun- 
dreds of  other  everyday  things. 

We're  a  major  producer  of  plasticizers, 
ingredients  that  make  products  like  your 
automobile  upholstery  tough  and  flexible. 
We  make  polystyrene.  We're  also  a  leading 
manufacturer  of  Bisphenol-A,  an  essential 
compound  in  today's  new  super-tough 
plastics. 

The  growth  of  our  USS  Chemicals  Division 
contributes  to  our  overall  strength . . .  but  this 
kind  of  growth  requires  vast  amounts  of  capital 
for  new  plants  and  equipment. 

We  believe  that  our  government  must  en- 
courage capital  formation,  so  that  more  modern 
plants  can  be  built,  more  new  jobs  created,  and 
American  products  can  compete  fairly  anywhere 
in  the  world. 

Growth. 

It's  one  of  our 
strengths. 


United  States  Steel,  600  Grant  St..  Pittsburgh,  Pa.  15230 
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NCR^  Masaaki  Miyanishi 
and  the  lakashimaya  Department 
-    Store  speak  the  same 
language. .. retailing. 

J^K|A  «^|     When  Masaaki  Miyanishi  talks  about  online  retailing  systems,  the 
F)W^\  l^R     Japanese  Takashimaya  Department  Store  group  understands.  That's 
^         V  because  Masaaki  knows  the  retailing  business  as  well  as  he  knows  his 

business,  NCR  online  computer  systems. 

''^^^^S'lJ^ '^S^  Masaaki  and  a  team  of  Takashimaya  EDP  specialists  have  designed  an 

^5>  '       M  I  online  system  that  ties  the  point-of-service  terminals  of  the  group's  16  . 

•  ifc-,,:, ---^  vi-  stores  to  NCR  computers. 

^^^Il^i^*-  This  online  syistem  will  help  Takashimaya  respond  faster  to  credit  authori- 

HHHmv  zation  inquiries.  It  will  reduce  costs  by  decreasing  papeoA/ork  and  by 

.'JSy^^l'-  scheduling  salespeople  more  efficiently.  It  will  also  provide  essential 

■^»BK'-'1i^'  merchandise  Information  faster. 


The  specialized  knowledge  of  people  like  Masaaki  Miyanishi  is  part  of 
every  NCR  computer  system.  It's  a  major  reason  why  NCR  is  a  leader  in 
the  field  of  general  purpose  computers  worldwide.  At  NCR  we  make  it  our 
business  to  kriow  yours. 

Retailing  is  NCR 's  second  language  in  over  1 00  countries.  . ; 

Complete  Computer  Systems  _  ■ 


Dillon  Cos.:  It 
Couldn't  Be  Done, 
But  They  Did  It 

The  acid  test  of  good  management  is  making 
good  profits  in  a  mediocre  industry.  Case  study: 
the  Dillon  Cos.  of  Hutchinson,  Kan. 


Dillon  Cos.  President  Hay  (Ace)  Dillon  Jr. 


Success  in  big  stores  and  small  stores,  in  the  city  and  in  the  country. 

FORBES.  OCTOBER  16.  1978    _    _  


The  days  are  long  since  gone  when 
investors  looked  to  the  supermarket  in- 
dustry for  super  growth.  But  there  are 
exceptions  to  every  rule:  Dillon  Cos.,  a 
503-unit  grocery  and  convenience  store 
chain  headquartered  in  remote  Hutchin- 
son, Kan.,  has  achieved  a  record  that 
would  do  credit  to  any  company  in  any 
industry.  In  less  than  a  decade,  its  sales 
have  grown  from  $200  million  to  $1.5 
billion  and  earnings  per  share  from  49 
cents  to  $2.81.  In  a  business  where  1%  is 
considered  an  excellent  profit  margin, 
Dillon's  supermarkets  achieved  1.6%. 
Last  year  the  company  earned  25%  on  its 
stockholders  equity. 

The  company  has  made  a  lot  of  folks 
around  Hutchinson  happy.  When  Dillon 
first  went  public  in  1957,  a  good  many 
locals  owned  the  stock.  Those  who  laid 
out,  say,  $1,800  for  100  shares  in  1957 
now  have  1,102  shares  worth  nearly 
$36,000.  Their  dividends  as  of  this  year 
would  amount  to  $8,221,  a  2,357%  total 
return  on  their  original  investment. 
Some  15  of  the  company's  store  and 
warehouse  managers  have  become  mil- 
lionaires; one  of  its  truck  drivers  died 
recently  and  left  an  estate  valued  at 
$400,000. 

All  this  because  the  Dillon  family  val- 
ued its  independence. 

In  1957  representatives  of  a  large  su- 
permarket chain  paid  a  call  on  Ray  Dil- 
lon Sr.  and  his  family  to  see  if  they  were 
interested  in  selling  control  of  their  small 
but  prosperous  group  of  grocery  stores. 
The  men  from  the  big  chain  trekked  to 
the  Dillon  headquarters  in  Hutchinson 
(population:  46,500)  in  the  middle  of  the 
state,  where  every  year  about  this  time 
the  Kansas  state  fair  draws  thousands  of 
squinty  farmers  in  baseball  caps,  good- 
ole-boy  equipment  salesmen,  swagger- 
ing teenagers,  prize  animals  and  crop 
samples  and,  of  course.  Sunflower  State 
politicians. 

The  trip,  however,  was  in  vain.  The 
Dillons  had  been  tempted  by  the  idea  of 
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becoming  shareholders  in  a  stronger, 
more  diversified  outfit.  But  they  finally 
decided  they  could  accomplish  that  goal 
better  on  their  own. 

Having  made  that  decision,  the  family 
wasted  no  time.  In  late  1957  Dillon 
merged  with  a  seven-store  publicly 
owned  Denver  supermarket  chain  called 
King  Soopers.  "We  looked  at  th(>  logical 
areas  to  expand  into,  and  we  thought  the 
best  possibilities  would  be  in  Colorado," 
says  Ray  (Ace)  Dillon  Jr.,  Dillon's  presi- 
dent and  chief  executive  officer,  who 


WtlVlllGimYW*SH 
AMY  FRESH  FRUIT  rrCM 

(ready  TO  eat) 

ASK  AHT  PRODUCE 
EMPLOYEE 


A  King  Soopers  custoincr  plcasi  r 
Cleanliness  next  to  godliness. 

took  control  of  the  company  in  1963.  (His 
father,  now  semiretired,  is  still  chair- 
man.) More  acquisitions  followed:  City- 
Markets  in  western  Colorado,  Fry  s 
Food  Stores  in  California  and  Arizona, 
Gerbes  Super  Markets  in  central  Mis- 
souri and  several  chains  of  small  conve- 
nience stores  in  the  Midwest,  California 
and  Louisiana. 

But  anybody  can  grow  through  acqui- 
sition. What  made  Dillon  so  successful  in 
a  business  full  of  mediocrity?  You  can 
tick  off  the  usual  things:  The  company 
set  up  shop  mainly  in  fast-growing  Sun- 
belt markets  like  Colorado  and  Califor- 
nia. Second,  its  chains  tend  to  have 
strong  positions  within  their  markets. 
Many  of  its  stores  in  small  towns  in 
Kansas,  Missouri  and  Colorado  aren  t 
unionized. 

Yet,  above  and  beyond  all  these  obvi- 
ous things  is  that  mysterious  factor  called 
Good  Management.  "Dillon  seems  to  be 
successful  in  every  area  they  go  into,  ' 


says  analyst  Sandor  Cseh  of  Philadel- 
phia's Provident  .National  Bank.  "They 
are  successful  in  stores  of  15, ()()()  scjuare 
feet  and  in  stores  of  40,000  s()uare  feet 
and  larger.  They  are  successful  in  major 
cities  like  Denver  and  they  are  success- 
ful in  rural  areas  like  Kansas.  It's  a  re 
markable  company. 

Soft-spoken,  steely-eyed  Ace  Dillon 
(he  got  his  nickname  at  age  ten  because 
of  his  love  of  airplanes)  modestly  gives 
much  of  the  credit  to  his  managers  in  the 
field.  "I  think  the  most  unifjue  thing  that 
we  do  is  operate  all  of  our  divisions 
autcmomously,  "  he  says.  "Each  one  of 
our  supermarket  groups  has  its  own 
president,  its  own  officers,  its  own 
buying  groups  and  does  its  own  advertis- 
ing. We  do  the  same  with  our  conve- 
nience stores.  " 

Gesturing  around  Dillon  Cos.  small, 
tidy  offices,  he  adds:  "This  is  the  whole 
corporate  setup,  right  here."  Across  the 
hall  from  Ace  is  his  father's  office;  down 
the  hall  are  Ace's  brothers,  Richard  (ex- 
ecutive vice  president)  and  Paul  (secre- 
tary-treasurer). Besides  the  company's 
controllers,  the  only  other  corporate  offi- 
cers at  Dillon  headtjuarters  are  experts 
in  areas  such  as  taxes,  real  estate  and 
data  processing. 

Most  of  the  company's  acquisitions 
were  small  potatoes  when  Dillon  took 
them  over;  today  several  are  power- 
houses in  their  markets.  The  best  exam- 
ple is  eastern  Colorado's  fabulousK'  suc- 
cessful King  Soopers,  now  a  49-store 
chain  of  giant  (average  size:  37,500 
square  feet)  "superstores,"  which  ac- 
counts for  a  bit  less  than  half  of  Dillon 
Cos.'  revenues. 

King  Soopers  was  one  of  the  early 
pioneers  in  the  superstore  concept  that 
most  other  food  retailers  have  adopted 
only  recently.  (Some  of  its  stores  do 
$500,000  a  week;  the  industry  average  is 
$75,000.)  The  idea  involves  filling  super- 
market shelves  with  plenty  of  higher- 
margined  merchandise,  such  as  health 
and  beauty  aids,  motor  oil  and  school 
supplies;  putting  pharmacies  in  super- 
markets; in  general,  making  it  possible 
for  busy  housewives  to  enjoy  the  conve- 
nience of  one-stop  shopping  for  items 
that  need  replacing  quickly. 

Charles  (Ross)  McCotter,  King 
Soopers'  senior  vice  president,  recalls 
that  the  chain  built  its  first  supermarket- 
pharmacy  combination  in  1951,  but  with 
separate  check  stands  for  food  and  drugs. 
"We  found  that  we  were  selling  more 
toothpaste  in  the  grocery  section  than  in 
the  drugstore,'  McCotter  says,  "and 
that's  where  we  got  the  idea  for  single 
check  stands.  People  don't  like  to  take 
out  their  pocketbooks  to  pay  a  cashier 
more  than  once. 

B\  1960  King  Soopers  had  built  a 
50,000-S(juare-foot  supermarket — enor- 
mous even  by  today's  standards — and  in 
1968   introduced   a  discount  program 


that  has  helped  make  it  extremely  popu- 
lar with  Denver  consumers.  The  city  s 
food  merchants  had  been  battling  each 
other  \\  ith  all  kinds  of  trading  stamp  and 
check  stand  game  gimmicks,  and  King 
Soopers  President  Lloyd  King  decided 
enough  was  enough.  Why  not  forget  the 
gimmicks  and  concentrate  on  lower 
prices?  It  didn't  work  for  the  Great 
Atlantic  &  Pacific  Tea  Co.  when  it  tried 
it  several  years  later,  but  it  did  for  King 
Soopers. 

"One  weekend  we  papered  the  win- 
dows of  every  store  so  that  no  one  could 
see  in,  "  recalls  Rav  Rose,  who  became 
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Inside  a  King  Soopcrs  "superstore  ' 

Square  feet  by  the  scores  of  thousands — and  if  your  pecan  pie  is  bad,  a  refund  for  your  wasted  time. 


King  Soopers  president  in  1972.  "There 
were  all  kinds  of  rumors  about  what  we 
were  doing — including  rumors  that  we 
had  gone  broke.  We  changed  every  price 
in  the  stores.  When  we  opened  up  on 
Monday,  we  made  the  statement  that  we 
would  not  raise  prices  unless  the  cost 
were  raised  to  us,  and  that  if  the  cost 
were  lowered  to  us  we  would  lower  the 
price.  We  have  abided  by  that  policy 
ever  since." 

To  maintain  its  credibility  with  con- 
sumers for  having  everyday  low  prices — 
and  to  protect  its  profit  margins — King 
Soopers  won't  run  c}uick,  hot  price  spe- 


cials on  its  merchandise  unless  a  manu- 
facturer offers  a  special  reduction  to  pro- 
mote its  product.  Meanwhile,  the  com- 
pany was  among  the  first  in  the  country 
to  post  prices  on  prescription  drugs — it 
had  to  go  to  federal  court  to  defend  its 
right  to  do  so — and  its  pharmacies  have 
recently  begun  promoting  generic  drugs 
as  substitutes  for  more  expensive  brand- 
name  items. 

Another  big  plus  for  King  Soopers  is 
the  spotless  appearance  of  its  stores.  The 
produce  department  of  a  King  Soopers 
looks  tidier  than  the  frozen-food  section 
of  the  average  supermarket.  What  s  the 


secret?  The  company  doesn't  offer  any 
bonuses  to  its  employees,  but  its  strong 
promote-from-within  policy  is  apparent- 
ly incentive  enough  to  spur  an  ambitious 
stock  boy  to  work  harder.  Nearly  all  of 
King  Soopers'  store  managers  and  sever- 
al corporate  officers  started  as  courtesy 
clerks. 

Yet  another  King  Soopers  technique  is 
to  bend  over  backwards  to  make  custom- 
ers remember  the  chain  for  its  consum- 
er-consciousness. The  company  s  refund 
policy  is  deliberately  generous  beyond 
the  call  of  duty.  "I  once  bought  a  pecan 
pie  that  was  bad.  They  not  only  gave  me 
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King  Soopers  pharmacy 


Too-tough  competition  for  some  of  the  nation's  top  drugstore  outfits — and  from  a  supermarket  chain,  yet. 


my  mone>  back,  they  paid  me  for  my 
time,  marvels  Mrs.  Jeannette  Johansen 
of  Ar\'ada,  a  Denver  suburb.  "Safewa\  is 
closer  for  me  to  shop,  but  that  just 
amazed  me.  ' 

King  Soopers  Executive  N'ice  Presi- 
dent James  Baldwin  delightedly  recalls 
the  time  a  woman  he  met  at  a  part\ 
complained  about  some  undercooked 
fried  chicken  she  had  bought  at  a  King 
Soopers  delicatessen.  Baldwin  shocked 
the  woman  by  pulling  a  heft>  refund  out 
of  his  wallet  and  handing  it  to  her  on  the 


spot.  'People  are  flabbergasted  when 
something  like  this  happens,  '  sa\  s  Bald- 
win. "Yet  it  costs  so  little,  and  the  bene- 
fits are  so  great,  .\fter  all.  we  figure  that 
the  average  customer  is  worth  around 
S3. 000  in  annual  purchases. 

Perhaps  because  the\'  let  each  division 
run  its  owti  show,  the  Dillons  have 
avoided  the  homogeneity  and  insensitiv- 
it\  to  local  market  conditions  that  have 
plagued  outfits  like  A&P  and  Kroger.  It 
helps,  too,  that  the  top  management  it- 
self understands  the  grocen.  business 
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Some  People  Never  Give  Up" 


When  Forbes  asked  Dillon  Cos.  President  Ace  Dillon  for  an  inter\iew  for 
this  stor\ ,  he  was  a  bit  reluctant  at  first.  If  every  body  heard  about  how 
successful  Dillon's  King  Soopers  di\ision  was,  for  example,  wouldn  t  that 
tempt  other  retailers  to  invade  the  Denver  market?"  No,  we  replied,  on  the 
contrary-:  Forbes  would  be  obfiged  to  point  out  that  two  drugstore  chains. 
Pay  Less  Northwest  and  Jack  Eckerd  Corp. ,  recenth  pulled  out  of  Denver. 
These  aren't  weak  sisters  in  the  drugstore  business,  either.  In  fact,  they're 
two  of  the  best-managed  chains  in  the  countr\'.  But  they  apparently  found 
the  competition  in  Denver  to  be  more  than  they  could  take — thanks  in  no 
small  part  to  King  Soopers. 

"Well,"  Dillon  replied,  "some  people  never  give  up.  " 

Our  guess  is  that  after  the  prospective  competitors  read  this  stor> ,  they  11 
certainlv  think  twice. 


from  the  ground  up.  "Dick  and  Paul  and 
I  were  all  raised  in  this  business.  sa>  s 
Ace  Dillon  (}uietl\  .  "I  had  my  first  job  in 
a  grocen  store  when  I  was  seven  \ears 
old.  Dick  and  Paul  are  the  same  w  ay.  W  t- 
know  what  to  look  for. 

It  works.  .\ce  Dillon  puts  on  a  pair  of 
reading  glasses  and  flips  through  a  Den- 
ver Post  booklet  analyzing  the  cit>  s  con- 
sumer bu\ing  habits.  "Look  here  on 
page  9,  he  sa\s.  "When  they  asked 
people  where  the>  buy  most  of  their 
groceries.  48%  said.  King  Soopers. 
Now  turn  to  page  45.  That  shows  that 
King  Soopers  gets  around  31%  of  the 
Denver  prescription  drug  business.  On 
page  69  there's  an  unusual  figure:  "store 
preference  for  women  s  hosiers  .  King 
Soopers  leads  Safeway,  J.C.  Penne\ .  and 
ever\body  else  in  that  categor\.  Now 
look  at  page  87:  King  Soopers  has  46%  of 
the  film-processing  business  in  the  cit> 
of  Denver.' 

.\ce  Dillon  closes  the  booklet  and 
takes  off  his  glasses.  "You  know,  our 
figures  in  our  other  divisions  aren't  this 
good,  he  says.  "  But  it  shows  that  we 
have  something  to  work  toward." 

Good  management:  a  close,  well-in- 
formed attention  to  detail  and  an  unwill- 
ingness to  accept  good-enough  when  ex- 
cellence is  attainable.  ■ 
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ature 
is  an  artist 
of  simplicity 
Soarewe. 

Government  sh  ould  strive 

o  improve  business  conditions,  not  hinder 
them.  So,  Georgia  has  streamlined  its  operations 
for  greater  efficiency.  We've  found  a  way  to 
preserve  our  natural  resources,  yet  still  be 
responsive  to  private  enterprise.  It's  our  one- 
stop  environmental  pennitting  ser\  ice.  Now 
you  can  go  to  a  single  state  agency  for  all 
required  state  and  federal  EPA  permits.  Wliich 
naturally  makes  industrial  location  and 
expansion  less  complicated.  And  since  our 
legislature  is  constitutionally  prohibited  from 
operating  at  a  budget  deficit,  you  won't  have 
to  pay  for  the  fiscal  irresponsibilities  of  others. 
Simply  speaking,  we'N  e  cut  expenses  as  well  as 
red  tape.  Creating  a  healthy,  productive  envi- 
ronment for  everyone.  For  more  information, 
mcluding  confidential  site  selection  assistance, 
call  or  write:  W.  Milton  Folds,  Commissioner, 
Georgia  Department  of  Industry'  &.  Trade, 
404/656-3556,  P.O.Box  1776,  Atlanta, 
Georgia  30301,  Dept.  FB-91. 

Georgia 


Why  Baldwin  let  St.  Regis  tap  danc 


It  wasn't  without  misgivings. 

What  we  did  was  put  four  Baldwins,  valued  at 
$10,000  apiece,  I 
on  a  movie 
sound  stage 
in  New  York, 
and  film  four 
professional 
dancers  doing 
a  tap  routine 
on  them  for  a 
good  part  of 
two  days. 

Needless  to  say,  the  punishment  was  brutal.  Yet 
the  tops  of  the  pianos  came  through  without  a  scratch. 
As  you  can  see  above. 

The  finish  goes  on  before 
the  product's  finished. 

The  reason  the  piano  tops  survived  unscathed 
was  that  they  were  covered  by  a  St.  Regis  protective 
masking  material.  In  this  case  a  sheet  of  plastic  film, 
specially  coated  to  adhere  firmly  to  the  surface  of  the 


piano.  Baldwin  was  impressed,  too,  because  it  wa^ 
first  time  they'd  seen  our  masking  material  in  actioi 

Protective  masking  is  an  important  element  ir 
one  of  this  country's  latest  manufacmring  methods 
making  products  using  pre-finished  materials.  It's  t 
ier,  and  less  expensive,  to  put  the  finish  on  metals, 
plastics,  and  glass  when  they're  sfill  in  the  flat  state 
before  they're  cut  and  shaped  into  a  final  product. 

But  this  presents  another  problem:  how  to  pro 
the  finish  during  the  manufacmring  process?  Whit 
in  some  cases,  can  be  just  as  punishing  as  our  tap 
dancers.  What  with  all  the  drilling,  routing,  stam.pi 
forming  and  cutting,  as  pictured  below. 

Masking  the  tube. 

That's  where  St.  Regis  protective  masking  mi 
rials  come  in.  They're  put  on  immediately  a^er  the 
surface  of  the  "raw"  mat- 
erial is  finished.  And  ^^.-.^  » 
stay  on  until  the 
"raw"  material 
has  been  made 
into  the  final  product.  Then,  when  the  protective  m 


>n  HOPOO  worth  of  their  pianos 


material  is  pulled  off,  the  surface  is  as  good  as  new. 

St.  Regis  protective  masking  materials  can  be 
ler  or  various  plastic  films.  The  thickness  depends 
the  kind  of  punishment  the  product  has  to  put  up 
h.  For  instance,  a  St.  Regis  protective  masking 
terial  covers  TV  picture  tubes  to  keep  them  pristine 
ing  the  manufacturing  process. 

The  secret  of  the  covering 
is  in  the  coating. 

But,  where  the  real  art  of  making  protective 
iking  comes  in  is  in  formulating  the  adhesive  coat- 
.  It  has  to  stay  put  for  as  long  as  necessary.  But  not 
:t  with  the  finish  it's  protecdng.  Somefimes  months 
esting  are  required  to  get  it  just  right. 

Coating  technology  is  one  of  St.  Regis'  strong 
(Its  in  more  areas  than  protective  masking.  In  snack 
kaging,  for  instance,  where  coating  technology 
letimes  can  make  all  the  difference.  And  in  folding 
ons. 

Technology  and  marketing. 

All  this  reflects  the  marketing  stance  of  St.  Regis 
ard  all  our  packaging,  paper,  lumber  and  construc- 


tion products.  To  use  the  full  weight  of  our  technology 
in  serving  our  markets  and  in  renewing  the  forest 
resource  our  products  come  from. 

St.  Regis— serving  Man  and  Nature. 
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Coal:  a  vital  energy  resource. 
We  help  sort  it,  grind  it,  gasify  it,  liquify  it, 
burn  it  and  clean  up  after  it. 


Ifs  a  fact  of  life.  Coal  is  becom- 
ing more  and  more  important 
as  an  energy  resource.  But 
now  the  challenge  is  to  de- 
velop new  and  better  ways  to 
burn  coal  cleanly,  efficiently 
and  economically. 

We're  facing  that  challenge 
head-on.  C-E  Power  Systems 
produced  the  very  first  com- 
mercial scrubber  system  that 
helped  coal-fired  utility 
boilers  meet  environmental 
standards.  Today,  C-E's  Air 
Quality  Control  Systems  have 
more  hours  of  operating  ex- 
perience than  those  of  any 
other  manufacturer 

In  addition,  C-E  Lummus 
scientists  are  working  on 


advanced  processes  that  con- 
vert coal  to  gas  and  liquid 
fuels  for  cleaner  and  more 
efficient  burning. 

Making  coal  more  usable. 

We've  even  found  ways  to 
make  coal  cleaner  during  the 
sorting  process.  C-E  Tyler 
coal -screening  equipment  re- 
moves surface  sulfur  and 
other  impurities.  WTiich  helps 
make  life  easier  for  scrubber 
systems. 

C-E  is  also  heavily  involved 
in  another  coal  process.  Most 
coal  must  be  pulverized  before 
it  can  be  burned.  We've  sold 
enough  coal  pulverizers  to 
handle  every  ton  produced 
last  year  in  the  United  States, 
United  Kingdom  and  West 


Germany  combined.  More 
than  850  million  tons. 

Our  business  is  energy,  not  just  coal. 

For  more  than  60  years,  we've 
been  supplying  equipment, 
technology  and  research  to 
help  produce  energy,  conserve 
it,  and  squeeze  more  use  out 
of  it. 

For  more  information  about 
C-E,  write  Combustion  Engi- 
neering, Inc.,  Dept.  7006-65, 
901  Long  Ridge  Road, 
Stamford,  Connecticut  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


Canadian  Pacific:  iViore — 
IMuch  iViore — Tiian  A  Railroad 

What  the  Union  Pacific  has  done  in  the  U.S.,  Canadian  Pacific 
has  done  north  of  the  border:  turned  a  grab  bag  of  inherited 
assets  into  a  huge  and  well-run  conglomerate  enterprise. 


Railroad  after  railroad  has  gone  the 
holding  company  route  in  an  effort  to 
diversify  away  from  a  highly  regulated 
and  at  best  marginally  profitable  busi- 
ness. There  have  been  a  few  spectacular 
successes,  most  notably  that  of  Union 
Pacific,  which  has  built  a  big  and  grow- 
ing oil  and  natural  resources  empire 
around  a  profitable  railroad.  Almost 
equally  successful  has  been  the  diversifi- 
cation drive  at  the  huge  (1977  revenues: 
$4.9  billion)  Canadian  Pacific,  Ltd. 
Thanks  to  the  heroic  efforts  of  a  manage- 
ment team  headed  by  Chairman  Ian  Sin- 
clair, Canadian  Pacific  now  derives  more 
than  60%  of  its  revenues  and  72%  of  its 
profits  from  nonrailroad  sources.  While 
earnings  of  many  North  American  rail- 
road companies  have  stagnated,  Canadi- 
an Pacific  s  have  risen  steadily — from  97 
cents  a  share  in  1969,  the  year  Sinclair 
took  over,  to  $3.31  last  year  and  prob- 
ably to  $3.75  in  1978,  excluding  a  capital 
gain  of  about  25  cents  a  share. 

Now  64,  the  strapping  Sinclair  started 
with  CP  37  years  ago  as  a  young  lawyer 
arguing  rate  cases  before  government 
commissions — a  job  which  taught  him 
the  inherent  limitations  of  the  railroad 
business.  Ever  since  he  became  chief 
executive  nearly  a  decade  ago,  he  has 
been  spending  much  of  his  time  building 
the  valuable  but  not  fully  exploited  re- 
sources CP  accumulated  in  its  97-year 
history  into  rich  and  growing  businesses. 
In  doing  so,  he  made  hill  use  of  the 
holding  company  structure  (see  chart) 
enabling  the  major  unit  of  this  $8  billion 
(assets)  empire  to  do  its  own  financing. 

The  cornerstone  of  this  nontransporta- 
tion  network  is  Canadian  Pacific  Invest- 
ments, Ltd.,  82%  of  whose  stock  is 
owned  by  the  parent  company,  the  rest 
by  outside  investors.  The  investment 
company's  87%-owned  PanCanadian  Pe- 
troleum Co.,  Canada  s  largest  indepen- 
dent oil  and  gas  producer,  is  in  mining 
through  Cominco,  Ltd.  and  Fording 
Coal,  Ltd.;  in  paper  products  with  Great 
Lakes  Paper  and  an  investment  in 
McMillan  Bloedel.  It  owns  major  posi- 
tions in  Algoma  Steel  Corp   and  Steep 


Rock  Mines,  Ltd.  iron  mines.  Altogeth- 
er, CPI's  contribution  to  the  parent  com- 
pany, paid  in  the  form  of  dividends,  has 
increased  from  $114  million  in  1974  to 
$170  million  last  year. 

The  centerpiece  of  all  this  is  PanCana- 
dian Petroleum    It  now  produces  more 


CP  passenger  train 


(Canadian  Pacifies  Sinclair 


Running  a  railroad  against  the  grain. 


than  a  third  of  the  parent's  overall  earn- 
ings and  makes  $110  million  in  annual 
profits.  It  has  struck  important  gas  finds 
in  western  Canada  and  has  1.5  million 
tons  of  coal  reserves. 

Nobody  bats  a  thousand,  and  Sinclair 
has  his  losers:  in  shipping,  in  CPI  s  small 
chain  of  hotels  (19  in  Canada,  9  abroad). 
Cominco's  potash  and  zinc  earnings  have 
dropped  sharply  in  the  last  few  years. 
And  while  PanCanadian  more  than  takes 
up  the  slack,  its  crude  oil  reserves  are 
declining  and  its  huge  gas  reserves  are 
under  government  export  limitations 
and  burdened  by  North  America's  gas 
surplus. 

Thus,  Sinclair  must  reduce  his  de- 
pendence on  the  PanCanadian  money 
machine,  which  so  far  this  year  has  pro- 
duced more  than  half  of  CPI  s  earnings. 
Says  Sinclair:  "That's  too  high  a  percent- 
age. Over  the  next  five  years  I'd  like  to 
see  that  drop  to  about  a  third.  "  To  do  it 
he  will  have  to  get  some  improvement 
from  Cominco,  Great  Lakes  Paper  and 
Algoma  Steel — all  companies  in  troubled 
industries.  Sinclair  also  intends  expan- 
sion of  his  finance  and  insurance  oper- 
ations, whose  earnings  are  less  cyclical. 

Another  solution  is  to  move  south, 
into  the  U.S.  CPI  already  has  about 
7.5%  of  its  assets  there  (including  a  56% 
interest  in  the  Soo  Railroad  of  Minne- 
apolis). Sinclair  has  plenty  of  money  to 
do  it,  too.  Last  month  CPI  sold  its  13% 
interest  in  TransCanada  Pipeline  to 
Dome  Petroleum  for  $97  million,  a  $24 
million  capital  gain.  In  addition  to  $90 
million  <jr  so  from  the  sale,  the  parent 
company  has  about  $700  million  annual 
cash  flow  and  plenty  of  untapped  bor- 
rowing power. 

Some  have  accused  Sinclair  of  moving 
too  slowly  in  investing  this  mountain  of 
buying  power,  but  he  is  not  willing  to  be 
swept  away  by  the  current  passion  for 
acquisitions  at  any  price.  He  pulled  out 
of  negotiations  to  acquire  Bangor  Punta 
and  Bethlehem  Copper  in  1976  and  1977 
because  the  price  was  too  high.  He  has, 
however,  acquired  Baker  Commodities 
of  Los  Angeles  and  Syracuse  China  of 
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CP's  Double  Empire 

Despite  its  surface  complexity,  there's  an  inner  logic  to 
Canadian  Pacific's  clusters  of  companies.  In  effect,  CP  is  two 
big  multi  companies — one  in  the  largely  regulated  transportatioh 
industry,  the  other  in  non-regulated  fields. 


CANADIAN  PACIFIC ,  LTD. 


NONTRANSPORTATION 


TRANSPORTATION 


CANADIAN  PACIFIC 
INVESTMENTS,  LTD. 


COMINCO,  LTD 


MINES  AND 
MINERALS 
$817 


FORDING 
COAL,  LTD. 


PINE 
POINT 
MINES,  LTD. 


PANARCTIC 
OILS,  LTD 


43  23% 


DOMINION 
BRIDGE 


CANPAC 
MINERALS,  LTD 


PAN 

CANADIAN 

PETROLEUMS, 

LTD 


OIL  AND  GAS 
$301 


PACIFIC 
LOGGING 
CO  ,  LTD 


FOREST 
PRODUCTS 
$304 


THE  GREAT 
LAKES  PAPER 
CO  ,  LTD 


REAL  ESTATE 
MARATHON        I  SM 
REALTY  CO  ,  LTD 


CANADIAN 
PACIFIC 
HOTELS,  LTD 


HOTELS 
$168 


THE  ALGOMA 
STEEL 
CORP,  LTD 


IRON  AND 
STEEL 
S787 


STEEP  ROCK 
IRON  MINES, 
LTD 


DOMINION 
BRIDGE 


CANADIAN 
PACIFIC 

SECURITIES,  LTD 


FtNANCE 
961 


CHATEAU 

INSURANCE 

CO 


RIO  ALGOM 
MINES,  LTD. 


INVESTMEOT 
PORTFOUO 

$ie 


UNION 
CARBIDE 
CANADA.  LTD 


NORGEN 
ENERGY 
RESOURCES, 
LTD 


Mice 

INVESTMENTS, 
LTD  I     5  85"^. 


MACMILLAN 
BLOEDEL,  LTD 


CANADIAN  RAILROADS 
AND  TERMINALS 
$1,286 


U  S.  RAILROADS 
$217 


SOO  LINE 
R  R 
CO 


SHIPPING 
$143 


CANADIAN 
PACIFIC 
STEAMSHIPS, 
LTD 


CANADIAN 
PACIFIC 

(BERMUDA),  LTD 


CANPAC 
INTERNATIONAL 
FREIGHT 
SERVICES,  LTD 


AIRLINES 
$388 


CANADIAN 
PACIFIC 
AIR  LINES, 
LTD 


HIGHWAY  TRUCKING 
$186 


CANADIAN 
PACIFIC 
TRANSPORT 
CO  ,  LTD 


CANADIAN 
PACIFIC 
I  TRANSPORT  CO 
(WESTERN  DIV  I 


TELECOMMUNICATIONS  |    CP  TELFCOM- 
$78  MUNICATIONS 


V  Souroe:  Mctaod  Young  W»lr  Ltd. 


NOTE:  BOLD  NUMBERS  REPRESENT  REVENUES  (SMILLIONS) 


Syracuse,  N.Y.  CPI's  Dominioii  Bridge 
ac(iuired  91%  of  Amtel,  Inc.,  a  Provi- 
dence, R.I, -based  engineering,  con- 
struction and  manufacturing  company  in 
1977;  and  its  Marathon  Realty  has  been 
moving  into  the  U.S.  real  estate  market. 
But  Sinclair  has  got  to  push  into  the  U.S. 
on  a  big  scale.  "It's  dear  the  whole  of  the 
U.S.  is  for  sale — at  an  unreasonable 
price,  "  he  grumbles. 

Meanwhile,  not  even  the  most  cur- 
mudgeonly of  critics  can  accuse  Sinclair 
of  neglecting  the  railroad,  Sinclair  will 
pour  .$160  million  into  eejuipment  and 
track  maintenance  this  year,  and  the 
road  will  probably  return  earnings  11% 
above  last  year's  •$•5.5  million.  However, 
under  Canada  s  Anti-Inflation  Board 
rules,  earnings  can't  go  much  over  S61 
million  for  the  whole  year.  Although 
CJanada  s  powerful  farm  bloc  has  kept 
grain  freight  rates  at  0.5  cents  per  ton- 
mile  for  eight  decades,  the  government 
has  bought,  over  the  last  four  years,  $135 
million  worth  of  grain-hauling  equip- 
ment for  the  (IP  to  help  ease  the  burden. 
VIA  Rail,  Canadas  version  of  Amtrak, 
will  take  over  all  CP  and  Canadian  Na- 
tional passenger  operations  at  year's  end. 
Kven  before  that,  the  government  was 
picking  up  80%  of  CP's  five  years'  worth 
of  $167  million  passenger  losses. 

This  year's  Canadian  federal  budget 
has  other  boons  for  the  railroads. 
Straight-line  capital  cost  depreciation 
allowances  will  be  up  50%  or  more,  for 
example.  And  for  more  than  a  decade, 
the  bureaucrats  have  wisely  allowed  rea- 
sonable nongrain  freight  rates. 

Thus,  if  the  railroads  ever  succeed  in 
breaking  the  farmers'  political  strangle- 
hold on  grain  (20%  of  CP's  freight  ship- 
ments), the  leverage  should  be  interest- 
ing. "That  would  mean  about  .$100  mil- 
lion a  year  in  additional  revenues,"  says 
Sinclair  wistfully.  "Most  of  it  would 
come  down  to  the  bottom  line." 

Ian  Sinclair  is  going  on  65  now.  Man- 
datory retirement  is  70,  and  he'll  prob- 
abl\  be  around  and  running  both  CP, 
Ltd.  and  CPI  until  then. 

By  that  time,  he  says,  he  will  have 
installed  separate  managements  to  run 
the  railroad  and  CPI.  "The  two  compa- 
nies have  gotten  so  big  and  diverse  that 
no  [other]  one  man  could  know  all  there 
is  to  know  about  them.  I  do  because  I  go 
all  the  way  back.' 

In  part  because  of  its  holding  company 
structure  and  because  CP  is  in  Canada, 
from  where  a  major  outflow  of  capital  is 
in  progress,  Sinclair  s  accomplishments 
have  gone  partly  uncapitalized  in  the 
stock  market.  Even  at  recent  near-rec- 
ord prices,  Canadian  Pacific  shares  still 
sold  for  less  than  six  times  probable  1978 
earnings;  its  U.S.  mirror  image.  Union 
Pacific,  commands  a  ratio  of  ten  times 
earnings.  But  then,  CP  s  diversification 
hasn  t  received  the  wide  recognition  that 
UP's  has.  ■ 
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It  would  be  tough 
to  get  to  first  base 
without  us. 

We  all  know  what  a 
team  needs  to  get  some- 
where: strong  pitching,  good 
hitting,  a  savvy  manager,  and 
plenty  of  speed  and  hustle. 

But  wdthout  insurance 
protection  for  the  ball  park, 
few  teams,  if  any,  could  even 
take  the  field.  The  financial 
risks  would  be  too  great. 

Many  of  us  fail  to 
realize  how  important  insur- 
ance is  to  the  way  we  live. 
We  Ye  inclined  to  think  of  it 
only  when  things  go  wrong. 
The  fact  is,  hardly  any  of  the 
institutions  that  add  drama 
and  excitement  to  our  lives 
could  exist  without  it. 

Industrial  Indemnity 
is  proud  of  the  significant 
role  insurance  plays  in 
America's  free  enterprise  system.     and  brokers,  we're  helping 
Working  with  independent  agents     insure  the  American  way  of  life. 


INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER  INSURANCE  COMPANIES 
THE  POLICY  MAKERS. 

Industrial  Indemnity  Home  Office;  San  Francisco  94120 


The  Koppelman  Kaper 


The  West  Coast  is  buzzing  with  gossip  over  a  resigned  BofA 
executive,  a  controversial  inventor  and  a  terse  press  release. 


Alvin  C.  Rice,  a  Bank  of  America,  N  T. 
&  S.A.  Corp.  vice  chairman  and  well- 
paid  head  of  the  bank's  immensely  suc- 
cessful world  banking  division,  resigned 
suddenly  in  late  August.  The  bank's 
press  release  said  that  he  had  left  "to 
pursue  personal  business  opportunities 
which  preclude  his  ability  "  to  stay  at  the 
bank.  Terse,  to  say  the  least.  Was  Alvin 
Rice  caught  in  a  conflict-of-interest  situa- 
tion? The  press  release  and  Rice's  state- 
ments seemed  to  raise  more  questions 
than  they  answered. 

What  outside  opportunity  so  appealed 
to  Rice,  54.  who  until  then  was  widely 
presumed  to  be  heir  apparent  to  BofA 
chief  executive  A.W.  Clausen?  He  was 
leaving,  he  said,  to  join  an  inventor  "in 
developing  the  commercial  application  " 
of  something  called  K-Fuel.  His  job?  To 
arrange  financing  for  a  $7.5  million  plant 
to  produce  the  new  fuel.  In  short.  Rice 
was  giving  up  running  the  world  banking 
division  s  over  $40  billion  in  assets  and 
all  the  perks  that  go  with  it — chauffeured 
limousines,  memberships  in  exclusive 
clubs  around  the  world  and  a  generous 
expense  account.  All  that  just  to  help 
alleviate  the  energy  crisis? 

If  Rice  s  departure  was  surrounded  by 
questions,  K-Fuel  and  its  inventor,  Ed- 
ward Koppelman.  are  even  more  of  a 
question  mark.  The  67-year-old  inventor 
from  Encino,  Calif  has  been  working  for 
three  years  with  SRI  International,  the 
Menlo  Park,  Calif  think  tank,  on  his 
process  for  converting  low-grade  lignite 
coal  and  wood  wastes  into  a  high-grade 
fuel.  Koppelman  says  he  has  been  an 
inventor  since  1938.  He  and  three  other 
private  investors,  including  Rice,  put  up 
$1.5  million  to  develop  K-Fuel.  But  Kop- 
pelman s  record  is  not  entirely  reassur- 
ing. Investors  in  earlier  processes — such 
as  dr\ing  wood  or  carbonizing  rice  hulls 
for  rubber  and  detergent  manufactur- 
ers— clciim  his  technology'  doesn't  always 
live  up  to  advance  notices.  A  Canadian 
group  reportedly  paid  as  much  as  $38 
million  for  Koppelman's  rice  hull  technol- 
ogy in  1970,  but  at  the  moment  only 
Koppelman  himself  is  interested  in  trying 
to  :nake  the  process  work.  In  another 
instance  Drvwood  Corp.,  a  California 
concern,  tried  to  limit  its  payments  to 
Koppelman  for  his  wood-drying  process. 


claiming  too  many  other  people  had  to  be 
hired  to  make  it  workable.  Koppelman 
sued.  Drywood  countersued,  charging, 
among  other  things,  fraud.  The  case  was 
settled  out  of  court,  with  both  sides  claim- 
ing victory.  In  any  case,  Koppelman 
walked  away  with  a  wad  of  cash. 

Bioconversion,  as  the  process  for  get- 
ting energy  from  plant  and  animal  wastes 
is  known,  is  real  enough.  So  real,  in  fact. 


Inventor  Edward  Koppelman 


A  cause  or  an  excuse? 

that  the  basic  technology  ,  as  a  Depart- 
ment of  Energy'  official  puts  it.  is  "being 
used  by  everybody  and  his  brother. 
Occidental  Petroleum  has  similar  tech- 
nology; so  does  American  Can.  But  for- 
est products  companies  have  so  far  found 
it  more  economical  to  simply  use  raw- 
waste  rather  than  subject  it  to  costly 
conversion  processes  like  Koppelman's. 
The  same  with  utilities  burning  low- 
grade  lignite  coal. 

"Seven  and  a  half  million  dollars  may 
seem  like  a  small  amount  to  you,  but  not 
to  me,"  Rice  shot  back  when  a  reporter 
asked  whether  the  Koppelman  deal  isn  t 
small  potatoes  compared  with  being 
close  to  the  throne  at  BofA.  What  about 
Koppelman's  controversial  record?  "I'm 
not  an  expert  in  the  field,  '  said  Rice, 
"but  Koppelman  is  highly  regarded  at 
SRI.  I  know  about  what  happened  with 


his  other  projects,  but  I  never  looked 
into  them  personally. 

Was  it  true  that  Rice  is  considering 
joining  another  bank?  "If  the  position 
were  right,  "  he  replied,  conceding  that 
he  has  been  talking  to  several.  But  he 
dismisses  as  pure  coincidence  that  he 
was  seen  talking  to  Edward  L.  Palmer, 
chairman  of  C^itibank's  executive  com- 
mittee on  the  day  he  resigned. 


■  •"*■  V 


Investor  Alvin  C.  Rice 


Switching  from  BofA  to  BTUs? 

Rice  forthrightly  denied  newspaper 
and  newsletter  rumors  that  some  of  his 
dealings  with  companies  might  have  con- 
stituted a  conflict  of  interest.  The  bank 
says  it  doesn't  comment  when  an  em- 
ployee leaves,  unless  the  employee  did 
something  "  of  material  concern"  to  the 
bank  and  that  this  was  not  the  case  with 
Rice.  But  what  is  "material  ?  The  bank 
says  it  follows  SEC  guidelines:  Will  the 
information  aflPect  investors  in  the  stock;' 

So  all  the  big  questions  were  still  un- 
answered: Had  Rice  in  some  way  violat- 
ed BofA's  almost  puritanical  code  of  eth- 
ics? Was  the  Koppelman  connection  a 
cause  of  Rice's  leaving  BofA  or  just  an 
excuse  for  it?  What  kind  of  job  at  a  lesser 
bank  could  have  persuaded  Rice  to  give 
up  a  good  shot  at  the  top  spot  of  the 
biggest  bank  of  them  all?  A  riddle 
wrapped  in  a  riddle.  ■ 
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Fly  in  the  best 
of  circles. 


Generous  spaciousness 
in  first  class. 


8  abreast  efficiency. 


9  abreast  potential. 


(j 

Container 
8x8x10' 

LD6  1 

A300C4  convertible. 
Standard  pallets  and  containers. 


C4  again,  ceiling  removed. 
8'  X  8  X  10  containers 
on  main  deck. 


Standard  containers  transfer 
to  and  from  long  haul 
wide-body. 


The  Airbus  A300  is  in  service 
worldwide,  and  proving  to  be 
the  most  economical,  quiet  and 
comfortable  aircraft  in  its  class. 

Now  it  is  joined  by  the  Airbus 
A310,  a  200-seater  with  the  identical 
wide-body  fuselage  cross-section  for 
passenger  appeal  and  comfort. 

This  is  the  aircraft  the  airlines  have  been 
asking  for  — a  wide-body  tailored  for  the  lower  density, 
medium  haul  routes.  It  has  a  totally  new  wing,  designed  for 


its  role  and  not  compromised  with  stretch  in  mind. 

Both  the  A300  and  the  A310  incorporate 
the  latest  technology  to  meet  the  economic 
and  environmental  challenges  of  the 
80'sand  beyond. 
The  A300B2.  The  A300B4-100  and 
200.  The  A300C4  convertible.  And  the  new 
A310-100  and  200.  With  these  six  distinct 
versions,  the  Airbus  family  of  wide-body 
aircraft  provides  airlines  on  every  continent  a  broad 
range  of  choices  for  their  varying  routes  and  markets. 


Airbus  Industrie 


Airbus  Industrie  of  North  America,  630  Fifth  Avenue,  New  \ork.  NY  10020 


Europe's  truckin 
are  America': 

In  September,  1973,  American  truck  owners 
awoke  to  find  themselves  in  a  world  their  trucks 
were  never  built  for  Because  that  date  marked  the 
beginning  of  the  energy  crisis.  And  the  energy  crisis, 
in  turn,  marked  the  beginning  of  inflated  prices, 
wages,  and  maintenance  costs. 

These  problems  may  be  new  to  America.  But 
they're  decades  old  to  Europe,  where  the  companies 
of  IVECO—  Europe's  second-largest  truck  manufac- 
turer—have been  building  trucks  to  solve  them. 

Our  Magirus  Diesel  trucks  are  built 
to  solve  problems  that 
America's  just  beginning  to  recognize. 

Our  Magirus  trucks  can  solve  the  problems  that 
are  making  America  an  increasingly  difficult  place  to 
operate  a  truck  in.  Partly  because  of  the  trucks  them- 
selves. And  partly  because  of  the  heavy-duty  diesel 
engines  built  into  every  single  one  of  them. 

It  didn't  take  a  fuel  crisis  to  make 
Europe's  fuel  prices  outrageous. 

Our  diesel  engines  are  ideal  for  a  continent  where 
gasoline  costs  as  much  as  $2. 1 8  a  gallon,  and  where 
people  look  with  fond  nostalgia  on  the  kind  of  fuel 
prices  that  are  giving  Americans  nightmares. 


Instead  of  running  on  gasoline,  our  diesel  engines 
use  a  fuel  that  nationally  averages  about  100  a  gallon 
less  than  unleaded.  And  while  gasoline  trucks  in 
Magirus'  weight  class  average  4  to  5  miles  per  gallon, 
Magirus  diesels  average  8  to  10. 

With  no  spark  plugs,  distributor,  ignition  system, 
carburetor,  and  consequently  no  tune-ups,  our  diesel 
engines  also  save  money  on  maintenance. 

In  fact,  between  the  savings  on  fuel  and  mainte- 
nance alone,  over  five  years  one  of  our  diesel  engines 
can  almost  pay  for  one  of  our  diesel  trucks. 

Before  most  of  America's  cities  were  built, 
most  of  Europe's  were  obsolete. 

While  most  of  America's  cities  were  built  in  the 
age  of  the  steam  engine,  most  of  Europe's  date  back 
to  the  age  of  the  horse  and  chariot. 

Today,  obsolescence  is  overtaking  America's 
cities,  just  as  it's  overtaken  Europe's. 

Potholed  streets  in  New  York  and  Detroit  are  as 
rough  as  the  cobblestoned  streets  of  Athens. 

And  traffic  congestion  makes  the  straight,  wide 
streets  of  St.  Louis  and  the  freeways  of  Los  Angeles 
as  impassable  as  the  alleys  of  Madrid  and  the  piazzas 
of  Rome. 

Magirus  trucks  are  built  to  operate  efficiently  in 


roblems  of  the  past 
roblems  now. 


a  continent  of  cities  that  don't.  Front-wheel  shock 
absorbers,  cab  shock  absorbers,  rear  stabilizer  bar, 
and  progressive-rate  springing  are  all  standard  — to 
help  truck,  cargo,  and  driver  travel  smoothly  over 
potholed,  cobblestoned,  or  deteriorating  roads. 

A  short  turning  circle  is  also  standard,  to  help 
Magirus  trucks  maneuver  their  way  around  city  traffic 
jams.  And  for  traffic  jams  that  no  amount  of  maneu- 
vering can  get  around,  our  diesel  engine  idles  on  a 
fuel-air  mixture  that's  99.668%  air 

We've  been  building  diesels  longer  than  most 
manufacturers  have  been  building  trucks. 

Back  in  1907,  before  most  American  truck 
manufacturers  were  even  in  existence,  an  IVECO 
company  was  mass-producing  diesels. 

And  the  kind  of  engine  we've  been  building  since 
the  late  I900's  is  ideally  suited  to  solving  America's 
trucking  problems  of  the  late  I970's. 

At  a  time  when  America  really  needs 
medium-size  diesel  trucks,  why  does  it  have 
fewer  than  Germany? 

As  fuel  prices  and  maintenance  costs  skyrocket 
and  road  quality—  particularly  in  cities—  plummets, 
America  needs  diesel  trucks  at  least  as  much  as  any 


other  country  in  the  world. 

Yet,  except  for  long-distance  18-wheelers, 
America  doesn't  have  them.  In  the  entire  United 
States,  there  are  some  52,059  medium-size  (Class  6) 
diesel  trucks.  In  West  Germany,  a  country  the  size  of 
Oregon,  there  are  58,000. 

More  than  35,000  of  Germany's  diesel  trucks 
come  from  Magirus  and  its  sister  IVECO  companies 
—  Unic,  Lancia,  OM,  and  Fiat.  And  now,  our  Magirus 
trucks  can  do  for  America  what  they're  already 
doing  for  Germany,  Europe,  Asia,  Africa,  and  the  rest 
of  the  world. 

Now  that  America  has  Europe's  trucking  prob- 
lems, it  should  take  advantage  of  Europe's  solution. 


IVECO 


Magirus  Diesel  trucks  are  distributed  by 

Iveco  Trucks  of  North  America,  Inc.,  Blue  Bell,  Pa. 


'Federal  Energy  Review,  February,  1978  Local  prices  may  vary 
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Securities  Processing. 

In 1970,  Wells  Fargo  began  clearing 
securities  directly  on  both  coasts. 

For  the  first  tinie,  it  was  possible  to  trade 
at  both  ends  of  the  continent  through  one 
bank,  and  stretch  the  trading  day  by  six  hours. 

A  lot  of  things  have  changed  since 1970. 

But  none  of  the  above. 


Pioneering.  Wells  Fargo  Bank. 


The  Art  Of  Willmaking 

When  it  comes  to  dying,  the  rich  aren't  different  from  you  and  me. 


The  late  John  D.  Rockefeller  Ill's  es- 
tate planner  summed  up  the  basic  strate- 
gy for  minimizing  taxes  on  a  $100  million 
estate  in  two  simple  sentences  in  an 
early  paragraph  of  the  philanthropist's 
will:  Tn  this  will,  I  will  make  my 
wife  .  .  .  and  charity  the  primary  benefi- 
ciaries of  my  estate.  I  do  this  because 
my  children  .  .  .  and  my  grandchil- 
dren .  .  .  have  already  been  amply  pro- 
vided for  by  my  father  .  .  .  and  by  gifts 
made  by  me  during  my  lifetime. 

With  the  best  legal  talent  at  his  beck 
and  call.  Rockefeller,  72,  who  died  in  an 
automobile  accident  in  July,  could  only 
plan  his  estate  using  the  same  tried  and 
true  principles  the  not-so-wealthy  use: 

•  Start  early. 

•  Give  away  as  much  as  you  can  to 
your  heirs  during  your  lifetime. 

•  Leave  half  to  your  spouse. 

•  Leave  a  large  chunk  to  charity. 
The  last — give  it  away — is  the  ultimate 

tax  dodge. 

An  examination  of  the  probated  wills 
of  a  dozen  prominent  Americans  who 
died  in  1978  shows  that,  one  way  or 
another,  every  person  save  one  followed 
these  same  basic  principles.  The  excep- 
tion was  William  F.  Harrah,  the  Nevada 
gambling  king,  who  found  himself 
caught  in  the  conflict  between  preserv- 
ing the  family  business  and  keeping 
death  taxes  to  a  minimum.  Harrah  clear- 
ly opted  for  preserving  the  business, 
raising  some  questions  about  how  his 
estate  will  pay  the  expected  tax  liabilities 
(see  story,  p.  99). 

Harold  L.  Zellerbach,  grandson  of  the 
founder  of  Crown-Zellerbach  Corp., 
died  last  January  at  the  age  of  83.  He  left 
a  modest  estate  whose  value  isn't  yet 
known  precisely,  but  which  will  be  only 
a  few  million  dollars.  One  reason  it  was 
not  larger  was  mentioned  casually  in  arti- 
cle five  of  his  will:  "During  my  life,  my 
wife  and  I  have  made  gifts  to  the  Harold 
and  Doris  Zellerbach  Fund.  ..." 

Indeed  they  did.  Every  year  since  the 
fund  was  set  up  in  1956,  Zellerbach  and 
his  wife  had  given  it  whatever  amount 
would  maximize  their  charitable  deduc- 
tion from  their  personal  income.  Pre- 
sumably that  meant  that  20%  of  their 
adjusted  gross  income — less  whatever 
they  had  given  to  other  charities — went 
to  the  fund. 

The  Zellerbachs,  a  family  with  a  deep 


conscience,  thus  exercised  the  only  real 
choice  the  rich  have  about  what  happens 
to  great  wealth  after  the  donor's  death. 
They  guaranteed  most  of  it  would  be 
spent  for  causes  they  felt  were  worth- 
while rather  than  being  handed  over  to 
the  bureaucracy  to  be  spent  as  it  and  the 
politicians  felt  worthwhile. 

Harold  Zellerbach  also  made  maxi- 


John  D.  Rockefeller  III 


Nothing  fancy  in  liis  wiii. 

mum  use  of  his  privilege  of  giving  up  to 
$3,000  a  year  to  his  heirs  tax  free.  Add- 
ing his  wife's  annual  exclusion  made  that 
$6,000.  In  recent  years  he  was  making 
gifts  to  about  20  members  of  his  family, 
all  the  way  down  to  great-great-grand- 
children— slicing  up  to  $120,000  a  year. 

Back  in  196.5  he  had  made  another 
wise  decision  in  tax  terms.  That  year  he 
was  to  inherit  a  one-third  share  of  his 
mother's  estate,  worth  about  $5  million. 
Publicly  stating  that  he  already  had 
enough  money,  he  waived  his  rights  to 
that  inheritance  so  that  it  could  pass 
directly  to  his  three  children  as  his  moth- 
er s  will  provided.  Thus  another  $.5  mil- 
lion was  passed  down  the  line  skipping  a 
generation  and  reducing  the  tax.  Since 
he  never  took  possession  of  his  portion  of 
her  estate,  no  estate  tax  was  levied  when 
the  assets  were  passed  to  his  children. 

But,  as  a  great  fortune,  the  Zellerbach 
inheritance  is  gone.  No  individual  heir 
received  much  more  than  $100,000  from 
Harold  Zellerbach,  and  the  great  bulk 


went  during  life  to  the  foundation  which 
now  has  assets  of  about  $300,000. 

The  Rockefellers,  of  course,  have 
made  wide  use  of  private  foundations  to 
shield  their  money  from  the  tax  collec- 
tor. John  D  Ill's  will  gives  few  details, 
but  the  financial  statements  presented  at 
Nelson  Rockefeller's  vice  presidential 
confirmation  hearings  in  1974  showed 
that  the  family  also  used  so-called  gen- 
eration-skipping trusts — a  device  which 
was  later  severely  limited  by  the  1976  tax 
bill.  Wealth  transferred  under  such  a 
trust  gave  income  to  the  children  and 
grandchildren  of  the  original  Standard 
Oil  magnate,  but,  since  the  trust  was 
owned  by  the  Rockefeller  great-grand- 
children, no  additional  tax  was  paid  upon 
the  death  of  any  of  the  children  or  the 
grandchildren.  Now  only  one  generation 
may  be  skipped  and  the  value  of  the  trust 
must  be  $250,000  or  less — not  much  use 
if  your  fortune  is  of  Rockefeller  size. 
Presumably,  John  D.  Ill,  like  Zeller- 
bach, had  been  making  maximum  use  of 
his  $3,000-a-year  gift  tax  exclusion.  And 
prior  to  enactment  of  the  Tax  Reform  Act 
of  1976,  even  when  the  $3,000  exclusion 
was  exceeded,  gift  tax  rates  were  roughly 
half  those  of  estate  tax  rates.  The  rates 
now  are  the  same  for  both  taxes. 

Even  though  the  probated  wills  of  de- 
ceased people  are  publicly  available,  the 
original  size  of  an  estate  often  is  not 
apparent.  When  billionaire  John  D. 
MacArthur  died  last  January,  there  was 
so  little  ot  value  covered  by  his  will,  only 
a  few  million,  that  Bankers  Life  &  Casu- 
alty Co.  put  out  a  press  release  explain- 
ing what  had  happened.  MacArthur,  it 
turned  out,  had  followed  the  same  old 
principles. 

He  owned  virtually  all  of  the  stock  in 
Chicago-based  Bankers  Life,  which  had 
assets  worth  more  than  $1  billion  when 
he  died.  He  also  owned  99%  of  the  stock 
of  Citizens  Bank  &  Trust  Co.,  a  $416 
million  bank  in  Park  Ridge,  the  largest 
Illinois  bank  outside  of  Chicago.  In  1970 
MacArthur  had  set  up  a  charitable  trust 
to  which  he  gave  all  of  his  Bankers  Life 
stock.  Then  in  1975  he  had  set  up  a 
second  into  which  went  all  the  Citizens 
Bank  stock.  Upon  his  death,  the  assets  of 
the  first  trust  passed  directly  to  the  John 
D.  and  Catherine  T.  MacArthur  Foun- 
dation. The  second  trust  s  assets  go  to 
the  Retirement  Research  Foundation. 
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The  day  an  available  Iowa  building  helped 
get  a  fishing  tackle  plant  ''on  stream** 

If  you're  casting  about  for  a  new 
plant  site,  ask  us  about  the  many 
buildings  in  Iowa  that  are  available 
for  immediate  occupancy. 

Write:  Gary  Owens,  Industrial 
Division,  Iowa  Development 
Commission,  Dept.  FB-3,  250 
Jewett  Building.  Des  Moines,  Iowa 
50309.  Or  call  515-281-3500. 

ilowa 

a  place  to  grow 


This  spring,  a  well-known 
manufacturer  of  fishing  lures 
asked  the  Iowa  Development 
Commission  to  help  it  find  an 
available  building  for  a  new  plant. 

Because  we  maintain  a 
complete  listing  of  available 
facilities,  it  took  the  manufacturer 
just  two  weeks  to  acquire  the 
building  it  needed.  Less  than  six 
weeks  after  that,  the  firm  was 
busily  turning  out  lures,  spinners 
and  jigs  in  its  new  Iowa  facility. 


J^arriott  s  ESSEX  HOUSE 


If  you  want  sound  advice  about  hotels 
in  New  York,  ask  an  executive  who  travels. 


Business  people  who  travel  acquire 
enormous  sophistication  about 
hotels.  They  love  crystal  chandeliers 
But  they're  more  favorably  im 
pressed  by  firm  mattresses,  hot 
breakfasts,  attentive  room  ser- 
vice and  easy  checkouts. 

They  favor  hotels  that  are 
centrally  located,  but  out  of 
the  traffic.  A  prestigious  rep- 
utation doesn't  hurt.  In  fact, 
it  reinforces  an  executive's 
stature  when  telhng  a  client 
where  to  call.  For  nearly  half 
a  century,  Essex  House 

o„ce„,.,P„..      ESSEX  HOUSE 

New  York's  Grand  Hotel 

760  Central  Park  South.  New  York  1U019 
For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Telex  12-5205. 


Harriotts 


has  catered  to  the  world's  most 
sophisticated  executives.  We  cater 
with  such  courtesy  that  our  execu- 
tive friends  often  bring  their 
families.  And  they  all  tell  their 
friends. 

If  you  don't  know  someone 
wholovesstayingat  ELssex  House, 
don't  fret.  Next  time  you're  in  New 
Yt)rk,  stay  with  us  anyway. 

We  maintain  volumes  of 
fan  letters.  We'll  show  you  a 
few.  And  do  everything  in  our 
power  to  make  you 


want  to  write  us 
vour  own  fan  letter! 


Since  his  will  was  drawn  prior  to  1976. 
MacArthur  was  still  able  to  use  a  gcncra- 
tion-skippinj?  trust.  He  left  half  his  rc- 
niairiinfi  estate  to  his  wife.  The  rest  was 
put  into  two  trusts,  the  income  from 
which  Koes  to  his  son  and  (laughter,  with 
assets  passing  upon  tlu'ir  death — without 
any  more  tax  due — to  his  grandchildren. 

MacArthur  did  not  spell  out  what  ci- 
ther of  the  foundations  was  supposed  to 
do.  "I  am  not  going  to  try  to  control 
things  from  the  grave,  "  he  declared  in 
1976.  And,  for  tax  purposes,  that  may 
have  been  a  wise  decision.  The  1969  tax 
act  generally  limited  private  foundations 
to  holding  no  more  than  20%  of  the  stock 
of  any  corporation,  with  a  period  of  years 
allowed  for  divestiture  if  one  were  given 
more  than  that.  But  the  trustees  have 
the  power  to  choose  from  among  half-a- 
dozen  alternatives  that  would  permit 
them  to  retain  the  stock,  including  form- 
ing a  "medical  research  organization  "  a  la 
the  Howard  Hughes  model.  They  could, 
of  course,  sell  olF  the  stock  and  use  the 
proceeds  both  to  support  whatever 
charitable  purpose  is  chosen  plus  keep 
assets  at  a  high  enough  level  to  further 
the  goals  of  the  institution.  Thus,  sub- 
stantial death  taxes  were  saved  and  the 
trustees  have  a  lot  of  leeway  to  choose 
what  to  do  with  the  wealth. 

The  same  pattern  of  gifts  and  bequests 
to  family  and  charity,  and  about  half  to 
the  wife,  ran  through  almost  every  will; 
Ra\  niond  Rubicam,  founder  of  Yotmg  & 
Rubieam.  who  died  in  Phoenix  last  Ma\  , 
left  about  SI. 6  million  to  his  famiK  and 
to  charity.  His  will  was  much  simpler, 
however,  and  no  trusts  or  foundations 
were  involved. 

The  1976  tax  act,  which  made  major 
changes  in  estate  and  gift  taxation,  soft- 
ened the  death  tax  bite,  especialK'  for 
smaller  estates.  There  is  no  federal  es- 
tate tax  due  for  persons  dying  this  \ear 
unless  their  taxable  estate  exceeds 
$134,000.  In  general,  the  taxable  estate 
is  what  is  left  after  various  deductions, 
such  as  bequests  to  charity  and  the  mari- 
tal deductions  (which  now  is  ■S2.50.000  or 
one-half  the  gross  estate,  whichever  is 
larger).  That  first  dollar  beyond 
S134,000  (which  rises  steadilv  to 
$175,000  in  1981)  is  taxed  at  a  30%' rate. 

So  estate  tax  planning  makes  sense  for 
far  mofe  people  than  just  the  Rockefel- 
lers of  the  world.  Professor  George 
Cooper  of  Columbia  University,  a  recog- 
nized expert  on  estate  tax  planning,  likes 
to  cite  the  example  of  a  married  couple 
in  their  50s  who  have  two  grown  chil- 
dren, four  grandchildren  and  an  estate 
worth  $1  million.  By  including  their  chil- 
dren's spouses,  they  have  eight  potential 
heirs  to  whom  they  could  give  that  tax- 
free  S6.000  each  year.  At  the  end  of  only 
ten  \ears,  the\  could  have  cut  their  es- 
tate nearly  in  half  Suppose  the  husband 
then  died.  The  pattern  of  lifetime  giving, 
coupled  with  the  new  higher  exemption 
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**I  read  Barrons  to  prepare 
myself  for  the  week.  It  gives 
me  a  feel  for  vdiat's  going 
to  happen? 


Warren  K.  Hayes 
Vice  President 
Oppenheimer  &  Co.,  inc. 
Chicago,  lUinois 


under  the  1976  act  and  the  more  gener- 
ous marital  deduction.  Cooper  says, 
would  leave  that  estate  owing  only  about 
$37,000  in  death  taxes  on  an  estate  origi- 
nally worth  $1  million. 

This  approach,  of  course,  depends  en- 
tirely on  the  willingness  to  give  away  all 
those  assets  during  ones  life.  Some- 
times, however,  such  gifts  could  conflict 
with  other  goals,  founding  a  charity  that 
will  be  a  monument  to  the  family  or 
preserving  family  control  of  a  business. 

Occasionally  wills  may  include  some- 
times unusual,  perfectly  legal  devices 
which  can  help  on  the  preservation  cjues- 
tion.  Cooper  describes  one  situation, 
which  the  U.S.  Tax  Court  upheld,  in 
which  the  owner  of  a  company  producing 
drug  and  health  products  for  the  poultry 
industry  decided  to  recapitalize  it — for 
estate  purposes.  The  owner  created  two 
classes  of  stock:  common,  which  he  gave 
to  his  son  who  was  active  in  the  business; 
and  preferred,  which  he  kept  along  with 
effective  control.  As  the  corporation 
grew,  the  common  stock  increased  in 
value,  but  none  of  the  increase  was  sub- 
ject to  any  death  tax  when  the  owner 
died.  His  son  ended  up  with  a  $13- 
million  corporation  diminished  hardly  at 
all  by  taxes. 

A  similar  technicjue  was  described  in  a 
Forbes  story  fNou.  I,  1976)  on  the  Es- 
te'e  Lauder  Co.  Separate  companies  have 
been  formed  around  some  of  the  original 
corporation's  new  products,  with  sub- 
stantial holdings  in  the  new  companies 
held  not  by  the  first  generation  l.auders 
but  their  sons. 

And  then  there  are  the  occasional  rare 
birds  like  the  late  Phflip  K.  Wrigley,  the 
chewing-gum  millionaire  who  died  last 
year.  His  will  and  reports  filed  with  the 
Securities  &  E.xchange  Commission  indi- 
cate that  he  very  much  wanted  his  com- 
panies kept  under  family  control,  and 
that  he  cared  barely  at  all  about  paying 
taxes.  The  Sidley  &  Austin  partner  who 
prepared  the  wills  of  Wrigley  and  his 
wife,  Helen,  who  died  two  months  after 
he  did,  jokes,  "I've  seen  lawyers  carried 
from  the  room  when  Mr.  Wrigley  made 
remarks  to  that  effect."  Thus  Wrigley 
made  a  choice  ((uite  different  from  the 
Zellerbachs  or  Rockefellers.  Though  he 
made  substantial  charitable  contribu- 
tions during  his  life,  Wrigley  did  not  take 
full  advantage  of  the  giving  possibilities 
nor  did  he  make  much  of  a  stab  at  dis- 
persing his  wealth.  In  effect,  he  decided 
to  pay  a  crushing  estate  tax,  which  was 
met  by  sales  of  assets,  such  as  securities 
and  real  estate.  Rumors  that  his  beloved 
Chicago  Cubs  would  have  to  be  sold 
proved  inaccurate. 

Yes,  the  rich  can  minimize  the  amount 
of  taxes  levied  against  their  estates.  But 
only  by  either  giving  the  money  away  or 
dispersing  it  widely.  Tax  evasion?  Wasn  t 
breaking  up  the  great  fortunes  what  es- 
tate taxes  were  originally  about?  ■ 
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"I'm  an  investment  professional. 
Currently  very  active  in  options.  Barron's 
keeps  me  up  to  date  on  new  techniques, 
regulations,  and  what's  happening  in 
the  entire  field. 

"In  addition,  I  handle  arbitrage,  con- 
vertible bonds  and  special  situations. 
Barron's  timely  articles  and  in-depth 
research  help  me  in  all  these  areas. 

"But  basically,  I  use  Barron's  to  pre- 
pare myself  for  the  market  week  ahead. 
Not  only  do  I  get  a  summary  of  the  past 
week's  happenings,  but  also  statistics 
that  I'll  be  referring  to  through  the  week. 


Plus  a  lot  of  input  about  what  could  be 
happening  in  the  future  that  may  affect 
my  decisions  today." 

For  financial  insight— and  foresight  — 
there's  no  publication  to  match  Barron's. 
Whether  you're  a  professional  investor  oi 
an  individual  investor  — you  need  our 
depth  of  reporting,  our  breadth  of 
statistics,  our  ever-probing  view  of 
every  investment  vehicle.  And  you  need 
them  every  week.  Look  ahead  with 
Barron's.  Over  one  million  readers  do.* 

♦Source  TGI.  F.ill  19T7. 

Today  is  history.  Tomorrow  is  Barron's. 
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Congress  Cleans  Up  Its  Acts 

Both  houses  are  in  their  usual  biennial  rush 
to  pass  a  lot  of  special  amendments  to  benefit  a  few  taxpayers. 
But  the  process  is  a  lot  more  open  than  it  used  to  be. 


A  SWARM  OF  tax-relief  amendments  is 
now  hovering  over  the  floor  of  Congress 
looking  for  plausible  bills  to  light  on  and 
ride  through  to  passage.  With  the  95th 
Congress  hoping  to  adjourn  by  Oct.  15, 
time  is  getting  short.  Samples; 

•  An  amendment  designed  to  save 
Texas  International  Airlines,  the  upstart 
feeder  line  now  battling  giant  Pan  Am  for 
control  of  National  Airlines,  up  to  $7 
million  in  investment  tax  credits  that  are 
about  to  expire  unused. 

•  Another  to  amend  the  tax  law  to  let 
William  Sullivan,  owner  of  the  New  En- 
gland Patriots  football  team,  slip  in  un- 
der a  grandfather  clause  and  allow  him 
much  more  generous  depreciation  for  his 
football  players'  contracts,  saving  him 
about  S3  million. 

•  Yet  another  to  remove  any  uncer- 
tainty about  the  status  of  some  $500  mil- 
lion to  $700  million  worth  of  supposedly 
tax-exempt  industrial  revenue  bonds  un- 
derwritten by  E.F.  Hutton  &  Co. 

In  form  none  of  these  amendments  is 
for  the  private  relief  of  any  individual 
taxpayer  since  they  make  changes  in 
general  tax  laws.  But,  in  fact,  they  are 
carefully  drawn  so  they  benefit  one  or  at 
most  a  comparative  handful  of  vitally 
interested  individuals  or  companies. 

Traditionally,  the  chairman  of  the 
House  Ways  &  Means  Committee  had 
been  allowing  his  committee  members 
to  push  ttirough  at  least  one  oi  two  of 
these  so-called  narrow  interest  bills  each 
year  with  little  or  no  public  debate.  After 
four  years  of  concerted  effort,  a  tax  re- 
form coalition  with  the  support  of  Ways 
&  Means  Chairman  Al  Ullman  (D-Ore.), 
finally  put  a  stop  to  the  cozy  system  in 
the  House  in  1975. 

A  similar  system  came  tumbling  down 
in  the  Senate  in  1976  after  a  series  of 
newspaper  articles  quoted  Senator  Rus- 
sell B.  Long(D-La.),  the  Finance  Com- 
mittee chairman,  admitting  that  he  did 
not  know  what  some  of  the  narrow  inter- 
est amendments  just  approved  by  his 
committee  were  all  about.  He  was  em- 
barrassed because  of  the  unexpected  tar- 
nish on  his  image  as  a  legislative  magi- 
cian and  because,  it  turned  out,  one  of 
the  amendments  would  have  helped 
some  members  of  his  family. 


Senator  Long  himself  moved  quickly 
to  require  that  all  the  main  beneficiaries 
of  the  amendments  be  identified.  A 
House  Ways  &  Means  subcommittee 
now  holds  separate  hearings  on  such  leg- 
islation and  discloses  the  beneficiaries. 

But  why  should  Congress  sit  as  a  court 
of  last  resort  on  what  often  involves  ad- 


Waijs  Means  Chairman  Ullinan 
Ha  helped  stop  a  cozy  system. 

ministration  of  the  tax  law.''  Pait  of  the 
answer  is  that  Congress  itself  can  inad- 
vertently be  unfair  to  some  taxpayers  in 
rewriting  tax  laws,  often  because  no  one 
gave  thought  to  special  circumstances. 
Also,  the  IRS  and  the  tax  policy  people 
in  Treasury  sometimes  make  mistakes  or 
get  too  greedy  in  pursuit  of  revenue. 

The  American  penchant  for  specificity 
has  produced  an  immensely  detailed  In- 
ternal Revenue  Code  that  gets  ever 
more  complicated  every  year.  In  fiscal 
1977,  the  Treasury,  of  which  IRS  is  part, 
published  in  final  form  72  regulations 
setting  out  general  rules.  In  addition, 
there  were  491  revenue  rulings  which 
apply  those  general  rules  to  specific 
cases.  Then  there  were  554  "technical 
advice"  memos  and  47  revenue  proce- 
dures which  provide  other  guidance  to 


agents.  Beyond  all  that,  IRS  issued  6,300 
private  letter  rulings  in  response  to  tax- 
payer inquiries  and  16,000  private  letter 
rulings  about  accounting  methods  or  pe- 
riod changes. 

At  every  one  of  the  levels  involved  in 
writing  the  rules  or  in  applying  them, 
there  is  a  forum  in  which  the  taxpayer's 
case  can  be  argued,  and  an  advocate — if 
one  can  afford  him. 

Sometimes  all  that  is  needed  is  a  quiet 
chat  with  the  tax  specialist  reviewing  a 
recjuest  for  a  letter  ruling.  Sometimes,  a 
well-paid  tax  practitioner  will  decide  that 
the  best  approach  is  to  form  a  coalition 
with  other  taxpayers  in  the  same  boat 
and  try  to  get  a  new  regulation  shaped  to 
the  client  s  liking.  Or  maybe  the  answer 
lies  at  Treasury,  where  regulations  get 
final  approval.  When  all  else  fails,  there 
is  Congress. 

Just  how  necessar\'  that  route  can  be  is 
illustrated  by  the  narrow  interest  bill 
signed  into  law  by  President  Carter  on 
Aug.  1,  the  first  to  make  it  all  the  way 
this  year.  The  revenue  involved  is  small 
change — about  $5  million  a  year  at 
most — but  it  shows  IRS  at  its  worst. 

Back  in  1968  an  Internal  Revenue 
agent  was  auditing  the  return  of  a  tiny 
tax-exempt  telephone  cooperative  in 
Highmore,  S.D.  He  noticed  that  the 
cooperative  had  substantial  income  from 
AT&T  for  completing  calls  originated 
elsewhere  by  Ma  Bell.  It  happens  that 
there  is  a  law  that  says  a  telephone  co-op 
may  not  get  more  than  15%  of  its  gross 
income  from  nonmembers,  or  else  it 
loses  its  tax  exemption.  AT&T  was  cer- 
tainly not  a  member  of  the  little  co-op. 
Therefore,  that  income  counted  against 
the  15%  limit. 

Astonished  co-op  officials  pointed  out 
that,  among  other  things,  the  agent 
ought  to  look  at  the  other  side  of  the 
ledger,  too.  Pa\  ments  by  the  co-op  to 
AT&T  for  completing  calls  originating 
with  co-op  members  were  far  higher 
than  the  income  received  from  AT&T. 
The  15%  provision  was  intended  to  make 
sure  that  a  telephone  co-op  really  is  in 
the  telephone  business,  not  the  business 
of  helping  members  evade  taxes.  But 
surely  completing  incoming  long  dis- 
tance calls  is  part  of  the  telephone  busi- 
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"Cofy  Quality  and  service 
are  really  important  to  us. 

So  we  looked  around. 
And  chose  Kodak'.' 


Cecil  M.  Sanders, 

Reed  Smith  Sliaw  &  McClay 

Pittsburgh,  Pa. 

CM.  Sanders,  administrative 
manager  for  Pittsburgh's 
largest  law  firm,  wasn't  satis- 
fied with  what  he  had  in  the 
way  of  copiers.  After  all,  the 
written  word  is  the  visible 
product  of  the  law  firm.  And 
the  quality  of  the  copies  it 
sends  to  clients  or  presents 
in  court  does  reflect,  to  an 
extent,  on  the  firm's  image. 

/  believe  yours  was  one 
of  the  first  law  firms  in 
Pittsburgh  to  get  a  Kodak 
Bktaprint  copier-duplicator. 
How  did  you  go  about  it? 

I  would  say  it  was  by  o  pro- 
cess of  elimination.  We  looked 


at  dozens  of  different  copiers. 
I  became  convinced  Kodak 
copiers  produced  the  high- 
quality  copy  we  wanted.  So 
we  decided  to  give  them  a  try. 

How  would  you  describe 
your  initial  experience  with 
Kodak  copiers? 

Very  good.  Of  course,  we 
wanted  to  test  them  on  the 
job  before  making  a  commit- 
ment. The  equipment  itself  has 
proven  very  reliable.  And  the 
copies  have  brought  us  noth- 
ing but  compliments . . .  even 
from  other  law  firms  who 
called  just  to  ask  us  what  kind 
of  equipment  we  were  using 
to  get  such  great  results. 

Still,  you  must  have  had 
some  problems.  Its  nearly 
impossible  not  to. 

Very  limited  really.  There's  no 
question  in  my  mind  that 
we've  had  far  fewer  problems 
than  we  had  with  our  previous 
copiers.  And  when  we've 
had  them,  they  've  been  fixed 
fast  by  your  service 
representatives. 

Speaking  of  service,  how 
would  you  describe  Kodak 
service? 

Very  attentive.  Very  prompt. 


Your  service  people  have 
been  taking  excellent  care  of 
the  equipment.  And  they  know 
it  inside  out.  So  we  don't  have 
the  service  problems  that 
used  to  slow  us  down.  We're 
really  pleased.  So  now  we 
have  nine  Kodak  copiers  on 
long-term  leases. 

To  Reed  Smith  Shaw  & 
McClay,  as  to  many  other 
customers,  Kodak  service  plus 
Kodak  quality  and  built-in 
serviceability,  add  up  to  one 
thing:  more  predictable  per- 
formance. And  what  makes  it 
work—  month  after  month, 
year  after  year—  is  the  Kodak 
service  team.  By  training  and 
design,  they  have  just  one  re- 
sponsibility: making  sure 
Kodak  equipment  works  the 
way  it's  supposed  to. 

For  more  details  drop  us  a 
line.  Contact:  Dan  Cannon, 
Eastman  Kodak  Company, 
Customer  Equipment  Services 
Division,  Dept.  K810,  Rochester, 
New  York  14650. 


Kodak  service 
pays  off  in 

performance. 
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A  UNIQUE  BUSINESS 
OPPORTUNITY  IN  THE 
FABULOUS  $7  BILLION 
COLA  INDUSTRY 

King  Cola  Corporation,  the  first  major  cola 
company  formed  in  recent  years,  is  now  establishing 
large  master  license  territories. 

This  is  a  once-in-a-lifetime  opportunity  to 
participate  in  the  enormous  cola  business. 

Some  of  the  former  top  management  of  Coca-Cola 
and  Pepsi-Cola  have  joined  hands  to  produce  and 
manage  King  Cola  — the  King  of  the  Colas.  They  are: 

Walter  Mack,  former  President  of  Pepsi-Cola 
parent  company; 

John  Donlevy,  former  President  of  all  company- 
owned  domestic  bottling  plants  of  Pepsi-Cola; 
Richard  Harvey,  former  Marketing  Director  and 
Vice  President  of  Coca-Cola  for  over  20  years; 
Thomas  Elmezzi,  former  Executive  Vice 
President  and  Chief  Chemist  of  Pepsico  Inc.; 
Ben  Domont,  a  former  major  franchise 
Pepsi-Cola  bottler 

There  will  be  only  29  master  licenses  covering  the 
50  states. 

Due  to  the  enormous  size  of  the  licensee  areas, 
each  licensee  will  have  the  advantage  of  large 
geographic  sales  potential  and  the  reduced  costs  of 
modern  mass  distribution  and  merchandising  methods. 

The  master  license  holders  we  are  looking  for 
must  be  forward-thinking  businessmen  with  $1,000,000 
to  $2,000,000  to  commit.  Compare  these  figures  with 
present  market  values  of  the  smaller  soft  drink 
franchised  areas. 

If  you  are  interested  in  learning  more,  call 
312-329-9474  to  arrange  a  confidential  personal 
meeting. 

KING  COLA 
CORPORATION 


ness,  isn't  it?  The  agent,  unswayed  and 
adamant,  sought  help  from  IRS  in  Wash- 
ington. Back  came  a  technical  advice 
iriernorandum  saying,  in  effect,  "Sock  it 
to  em,  baby." 

That  tech  advice  memo  became  the 
basis  for  a  published  revenue  ruling  in 
1974  extending  this  wrongheaded  appli- 
cation of  a  legitimate  tax  re(}uirement  to 
the  entire  country.  The  National  Tele- 
phone Cooperative  Association  and  some 
of  the  co-ops  hit  by  the  ruling  argued 
vainly  with  IRS.  They  even  got  the  sup- 
port of  the  congressional  committee  stafi 
that  had  drafted  the  15%  limit  in  the  first 
place.  But  then  IRS  made  a  mistake.  It 
went  after  some  co-ops  in  Oregon,  home- 
state  of  Representative  Al  Ullman.  the 
Ways  &  Means  chairman.  Redress,  in 
the  form  of  the  special  amendment  (bar- 
ter signed  in  August,  followed. 

Sheer  political  appeal  can  make  all  the 
difference,  regardless  of  the  luerits  of  an 
amendment.  Last  year  IRS  Commission- 
er Jerome  Kurtz  decided  that  he  had  to 
la\'  down  rules  on  the  taxability,  or  non- 
taxability,  of  fringe  benefits,  such  as  free 
transportation  for  airline  employees  and 


".  .  .  The  revenue  was  small 
change,  but  it  showed  the 
Internal  Revenue  Service  at 
its  worst .  .  ." 


education  paid  for  by  employers.  Rev- 
enue agents  in  different  parts  of  the 
country  were  not  being  consistent,  and 
some  guidance  was  needed. 

Even  the  hint  that  these  benefits 
ought  to  be  taxed  galvanized  the  airline 
employee  unions,  college  professors  en- 
joying free  tuition  for  their  kids,  and 
some  other  groups.  The  result;  Congress 
is  about  to  pass  a  law  prohibiting  adop- 
tion of  any  new  rules  on  fringe  benefits 
until  1980 — by  which  time  Congress 
probably  will  have  rewritten  them  itself 

Not  every  cause  that  becomes  a  nar- 
row interest  amendment  or  bill  is  so 
obviousK  deserving  as  the  telephone  co- 
op case,  or  so  politically  appealing  as 
keeping  IRS'  hands  off  fringe  benefits. 
Robert  S.  Mclntyre,  an  attorney  with 
Ralph  Nader's  Public  Citizen  Reform 
Research  Group,  for  instance,  has  been 
lobbying  against  some  of  the  pending 
amendments  including  the  one  that 
would  benefit  the  Patriots'  Sullivan — 
and  it  may  well  not  pass.  Jn  general, 
though,  in  its  handling  of  special-interest 
tax  amendments,  says  Mclntyre  of  Con- 
gress, "things  have  gotten  better  "  These 
days,  says  H.  Lawrence  Fox,  a  former 
tax  specialist  with  IRS  who  is  now  a 
partner  in  the  Washington  Office  of  Cad- 
vvalader.  Wickersham  &  Taft,  the  old- 
Wall  Street  firm:  'You  can  t  get  any- 
where with  a  bad  case."  ■ 
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"...while  an  insurance  policy 
,  '     is  a  legal  contract  that  ex- 
a  ^;vv::  presses  our  minimum  re^ 
;  .  ;  v  there  are  many 

occasions  when  equity  de- 
• ;,       ;     mands  that  we  recognize  a 
■  V  :  .'      .  -  f^ioral  obligation  beyond  the 
>  V    -  strictly  legal  terms— and  this 
:       ;  '       is  always  a  consideration  in 
7  ;:Oursettlements" 

^  ;  -      V  '  HENDON  CHUBB 

■^  V'  V' ■  •  :  '  "  ■  (1874-1960) 


Our  insumnce  poUcy. 


Group  of  Insurance  Companies 

,  ^     •  '   v;  '  ^'  "  ''  loo  William  Street,  New  York,  N.Y.  10038 


Pride  Goeth 


Harold  Schwartz  of  APL  Corp.  came  a  long  way  in  30  years, 
but  his  reach  may  finally  have  exceeded  his  grasp. 


An  ovekreacher  is  a  guy  who  runs  up  a 
nice  little  string  of  successes  and  then 
decides  he's  ready  for  the  big  time  and 
impatient  for  it.  And  falls  flat  on  his  face. 
Like  Harold  L.  Schwartz  Jr.,  chairman  of 
APL  Corp.  in  Great  Neck,  N.Y.,  an 
overreacher  in  the  classic  mold.  He  and 
APL  President  A.  Harry  Fishman  start- 
ed in  1946  with  a  few  hundred  dollars 
invested  in  a  machine  that  printed 
names  on  swizzle  sticks.  Success!  Before 
long,  they  had  a  nice  little  rack  jobbing 
business  going.  Then  in  the  1970s  they 
bought  a  company  called  Concel,  Inc. 
and  turned  APL  into  a  paper  company. 
Another  success.  Profits  were  $3.1  mil- 
lion in  1970,  $4  million  in  1973,  $7.2 
million  in  1977.  Schwartz  kept  raising  his 
own  salary.  By  1977  he  was  paying  him- 
self $321,000  a  year  to  run  an  $81  million 
(sales)  company.  But  in  the  (juarter  that 
ended  last  June  30,  APL  plunged  into 
the  red.  For  the  full  fiscal  year,  earnings 
were  off  65%  to  $2. .5  million. 

Here's  what  happened:  Schwartz  just 
wasn't  satisfied  with  his  successful  trans- 
formation of  APL  into  a  paper  products 
company.  After  all,  there's  only  so  much 
growth  in  some  of  APL's  major  product 
lines,  like  toilet  tissue.  So  Schwartz  be- 
gan to  dream  of  a  major  acquisition. 
None  of  your  penny  ante  stuff.  Some- 
thing big.'  In  July  ()f'l977,  APL  sold  $35 
million  worth  of  10%%  debentures  to  the 
public,  bringing  its  long-term  debt  level 
up  to  $41  million  as  against  $54  million  in 
stockholders  equity.  But  the  company 
took  note  of  the  fact  that  the  debentures 
were  subordinated,  leaving  plenty  of 
room  for  more  senior  borrowing  if  that 
was  necessary  to  achieve  the  kind  of 
acquisition  Schwartz  had  in  mind. 

Who  did  Schwartz  have  his  eye  on? 
Nobody  in  particular,  he  jauntily  ad- 
mitted. The  debenture  prospectus  made 
no  bones  about  stating  that  "there  were 
and  are  no  pending  negotiations  or  dis- 
cussions with  respect  to  any  acquisitions 
or  investment,  nor  has  [APL]  formulated 
any  guidelines  or  policies  with  respect  to 
the  nature  or  type  of  any  prospective 
investment  or  acquisition.  ..." 

Three  months  later  a  target  emerged: 
Pabst  Brewing  of  Milwaukee,  a  company 
more  than  seven  times  APL's  size. 
Schwartz  picked  up  400,000  shares  of 


Pabst  for  around  $10  million,  and  pro- 
posed an  exchange  of  $162  million  worth 
of  new  APL  debentures  for  a  controlling 
(52%)  interest  in  Pabst.  Chinese  money, 
they  used  to  call  it. 

What  kind  of  experience  has  Harold 
Schwartz  had  in  the  beer  business? 
None.  That's  interesting,  because 
Schwartz'  brother  Bernard,  who  took 
over  as  chairman  of  troubled  New  York- 
based  Loral  Corp.  in  1972,  recently  had 
some  mikind  thoughts  about  manage- 


ments— like  his  predecessors  at  Loral — 
who  diversify  into  areas  they  know  noth- 
ing about.  "Loral,  Bernard  Schwartz 
told  Forbes  last  year  (July  1,  1977), 
"had  suffered  from  too  many  accjuisitions 
out  of  its  area  of  expertise  that  were 
taking  up  a  disproportionate  amount  of 
company  time.  " 

Its  too  bad  that  Harold  Schwartz 
didii't  pay  attention  to  brother  Bernard  s 
tale  of  woe,  because  APL's  year-long 
battle  for  Pabst  has  been  a  disaster  so  far. 
First  of  all,  his  preliminary  registration 
form  for  the  debentures  contained  an- 
other candid  revelation:  If  APL  s  pretax 
earnings  or  Pabst's  dividends  were  to 
fall,  there  existed  a  "significant  risk  that 
APL  would  be  unable  to  continue  to 
service  its  outstanding  long-term  debt 
[including  the  debentures].  "  The  Wis- 
consin securities  commissioner,  a  bit 
aghast,  put  the  kibosh  on  Schwartz'  plans 
for  the  time  being. 

To  make  matters  worse,  Pabst  began 
having  problems  of  its  own.  "Schwartz 
was  a  little  surprised,    chuckles  a  Wall 


Street  source  who  has  followed  his  activi- 
ties, and  adds  that  Schwartz  had  appar- 
ently been  unaware  of  how  brutally  com- 
petitive the  beer  business  is  these  days. 
The  Pabst  shares  cost  Schwartz  about 
$25.50  apiece;  the  stock  now  sells  for  just 
a  shade  over  $16.  So  APL  has  a  paper 
loss  of  about  $3.6  million,  which  is  6.6% 
of  its  stockholders  ecjuity. 

With  Anheuser-Busch  battling  for 
beerniaking  supremacy  with  Philip  Mor- 
ris Miller  Brewing  subsidiary,  even  such 
giants  as  Schlitz  and  (^oors  (see  p.  71)  are 
taking  a  beating.  Pabst  will  need  sub- 
stantial amounts  of  capital  just  to  hang  on 
to  its  fourth-place  market  position — an- 
other reason,  says  Pabst,  why  Schwartz 
should  be  stopped.  Pabst's  lawyers  have 
complained  that  joining  the  two  compa- 
nies would  mean  that  Pabst  s  partner 
would  have  "empty  pockets'  instead  of 
the  recjuisite  deep  ones. 

So  what  is  behind  Schwartz  actions? 
"What  has  come  out  very  clearly,"  says 
the  Wall  Street  source,  "is  that  he  made 
the  decision  based  on  scanty  informa- 
tion.' Schwartz  admitted  in  court  that, 
in  substance,  he  took  the  plunge  when 
an  APL  executive  told  him  after  a  day's 
study,  "I've  looked  at  the  balance  sheet, 
they  ve  got  all  this  excess  cash. 
(Schwartz  presumably  hoped  to  use  the 
cash  to  help  pay  off  the  millions  worth  of 
debentures  he  was  planning  to  issue,) 

The  "excess  cash  "  was  around  $62  mil- 
lion at  the  beginning  of  1977,  and  $38 
million  at  the  beginning  of  this  year. 
Now  it  has  shrunk  even  Further,  to 
around  $22  million.  Pabst  blew  its  wad 
on,  among  other  things,  $15  million 
worth  of  extra  beer  cans. 

The  upshot:  APL  is  still  fighting  a 
costly  legal  battle  to  be  allowed  to  pro- 
ceed with  its  exchange  offer,  but  in  the 
meantime  its  balance  sheet  is  burdened 
with  those  $35  million  worth  of  10%% 
debentures,  the  proceeds  of  whkh  are 
invested  in  mone)'  market  instruments 
and  Pabst  stock.  Moreover,  a  strike  at  a 
Boise  Cascade  paper  mill  in  Oregon  re- 
cently shut  down  APL's  largest  tissue 
paper  machine. 

Harold  Schwartz  was  right  not  to  stop 
at  swizzle  sticks,  but  with  Pabst  he 
seems  to  have  quaffed  more  than  he  can 
swallow.  ■ 
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International  Paper  presents 
p^r  you  can  cook  in. 


Introducing  Pressware,  the  incredible  paper  container 
that  not  only  cooks  in  conventional  ovens,  it's  perfect  for 
microwave  cooking,  too.  Move  over,  aluminum. 


A" 


mazing,  isn't  it?  A  paper  pan 
.that  can  take  sizzling  oven 
temperatures  as  well  as  bubbling- 
hot  tomato  sauce. 

But  this  container  is  more  than 
just  amazing.  The  food  industry 
has  got  to  have  it.  One  of  Ameri- 
ca's hottest  markets  is  at  stake. 

Last  year  more  than  a  million 
microwave  ovens  were  sold.  By 
1980  it's  estimated  that  25  percent 
of  all  kitchens  will  have  one. 

Microwave  ovens  are  selling 
like  hotcakes  because  they're  just 
about  the  most  convenient  cook- 
ing device  ever  invented. 

Except  when  you're  cooking 
convenience  foods  that  are  packed 
in  aluminum  trays. 

The  problem  is  that  micro- 
waves bounce  off  metal. 

These  deflected  microwaves 
can  cause  uneven  cooking.  And 
what's  worse,  they  can  also  slow 
the  cooking  time. 

Aluminum  foiled 

No  wonder  microwave  oven 
owners  began  asking  for  conve- 
nience foods  in  something  other 
than  aluminum. 

The  food  industry  can't  afford 
to  package  the  same  product  two 
different  ways.  They  need  one  con- 
tainer that  cooks  in  both  micro- 
wave and  conventional  ovens. 


utes  at  350  def^recs  nuiy  seem 
ble  for  (I  paper  pan.  Bid  that's  the 
heal  it  takes  In  emik  this  frozen 
And  thill's  lih' Ihvl  IP's 
are  eontainei  is  made  to  take. 


F resswiire  cooks  as  well  in  microwave  m  i  ii>  i  li/li  iis  it  does  in  conventional  ovens  (right). 


That's  why  International  Paper 
spent  three  long  years  developing 
a  totally  nev/  kind  of  paper— for 
cooking  in  ovens. 

Paper  to  the  rescue 

Microwave  ovens  didn't  pose 
any  problem,  because  microwaves 
pass  right  through  paper. 

But  conventional  ovens?  That's 
another  story. 

Our  Pressware  container  can 
handle  oven  temperatures  as  high 
as  425  degrees  — a  breakthrough 
in  paper  packaging. 

A  special  polyester  coating 
keeps  Pressware  from  soaking  up 
grease  and  cooking  juices.  We 
haven't  found  a  frozen  food  or  bak- 
ery item  it  can't  cook. 

Another  benefit:  Pressware 
containers  can  help  the  food  indus- 


try and  their  customers  save 
money  and  energy. 

Our  paper  pans  often  use  less 
oven  heat  in  production  and  at 
home.  Or  less  cooking  time.  They 
can  take  more  rough  handling  with 
less  shipping  damage.  We  even 
print  them  in  a  variety  of  appetiz- 
ing patterns. 

Pressware  paper  containers 
give  the  food  industry  a  brand-new 
market.  And  their  customers  get 
convenience  foods  that  really  are 
convenient. 

Paper  for  the  oven.  Another 
example  of  International  Paper's 
creative  solutions  to  our  custom- 
ers' problems  in  every  industry  — 
from  food  processing  and  packag- 
ing to  publishing,  building,  energy, 
and  more. 

May  we  help  you? 


® 


INTERNATIONAL  PAPER  COMPANY 

220  EAST42ND  STREET,  NEW  YORK.  NEW  YORK  1001  7 


We're  right  at  home  around 

theworid. 
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With  more  than  1000  offices, 
branches  and  agenaes  in  over  45 
countnes.  Scotiabank  is  ver\-  much 
a  world  bank.  And  we're  a  large 
one  at  that:  our  assets  exceed 
CS24  billions. 

Since  1889.  when  our  interna- 
tional banking  began,  we've  grown 
into  the  modem  global  network  we 


are  today.  In  fact,  we've  opened  in 
17  countnes  in  the  past  5  years 
alone. 

Scotiabank's  expenence  can  be 
invaluable  when  you  need  advice 
on  a  set  of  complex  tanff  regula- 
tions. Our  organization  is  essential 
when  you  require  instant  decisions 
in  a  rapidly-fluctuating  currenc\" 


market.  And  our  size  is  imperative 
for  large-scale  financing  in  today's 
international  trade. 

If  you  have  a  business  that 
takes  you  abroad,  find  out  the 
ad\  antages  of  a  truly  world 
bank:  Scotiabank.  We'll  make  you 
feel  right  at  home  around  the 
world 


Scotiabank  S 

THE  BANK  OF  NOVA  SCOTIA 

General  Office:  44  King  Street  West  Toronto,  Ontario,  Canada  M5H  1E2 
Offices  in  New  York,  Boston,  Atlanta,  Cleveland,  Chicago,  Houston,  Los  .Angeles  and  San  Francisco. 

.Anngua.  .Argentina,  .Australia.  Bahamas.  Bahrain.  Barbados.  Belgium.  Belize.  Bermuda,  Brazil.  Canada.  Cayman  Islands.  Channel  Islands. 
Dominican  Republic.  Dubai.  Egy-pt.  Eire.  France.  Greece.  Grenada.  Guyana.  Haiti.  Hong  Kong.  Indonesia.  Jamaica.  Japan.  Lebanon. 
Malaysia,  .Mexico,  Netherlands.  Netherlands  .Antilles.  Nor\*ay.  Panama.  Philippines.  Puerto  Rico.  Repubhc  of  Korea.  Singapore.  St.  Lucia. 
St.  Vincent.  Trinidad  and  Tobago.  United  Kingdom.  United  States.  Venezuela,  \  irgin  Islands  (Br.i.  Virgin  Islands  (U.S.j.  West  Germany 


Cram! 


There's  a  difference  between  learning  a  subject 
and  taking  a  test.  What  even  the  best  graduate 
schools  won't  teach  you,  private  enterprise  will. 


After  spending  three  years  and 
$12,000  at  Harvard  Law  School,  Barry 
Feldman  paid  another  $225  to  the  Con- 
necticut Bar  Review  Course  in  Hartford, 
Conn,  to  help  him  pass  the  Connecticut 
bar  exam.  Jack  Drescher  spent  five  years 
studying  medicine  at  the  University  of 
Padua  in  Italy  and  five  weeks  of  11-hour 
days — for  $600 — at  a  Stanley  Kaplan 
Educational  Center  to  get  into  the  Uni- 
versity of  Michigan  Medical  School. 

Neither  Feldman  nor  Drescher  were 
fringe  students  who  barely  made  it 
through  school;  they  were  merely  filling 
a  practical  gap  in  their  education.  There 
are  some  300,000  Americans  who  take 
cram  courses  each  \  ear.  Among  them  are 
about  150,000  students  who  want  to  get 
into  college  or  graduate  school — and  an 
almost  equal  number,  to  help  them  get 
into  the  profession  that  college  or  gradu- 
ate school  was  supposed  to  prepare  them 
for.  These  include  an  estimated  35,000 
law  school  graduates  (nearlv  all  U.S.  law 
school  graduates),  15,000  medical  stu- 
dents (perhaps  25%  of  all  aspiring  doc- 
tors) and  50,000  accountants  (one-half 
the  total  number  taking  the  CP. A.  ex- 
ams). There  are  now  cram  courses  for 
prospective  dentists,  stockbrokers,  certi- 
fied auto  mechanics,  civil  servants  climb- 
ing the  government  pay  grades,  as  well 
as  for  policemen  seeking  promotion. 

Wherever  there  s  a  test  there  s  prt)b- 
ably  a  cram  course;  and  there  are  more 
tests  all  the  time — about  17  million  were 
given  in  the  U.S.  last  year.  More  and 
more  licenses,  and  thus  tests,  are  re- 
quired— either  because  of  consumer 
pressure  or  industry-sponsored  legisla- 
tion that  ensures  that  the  supply  of  li- 
censed practitioners  in  a  trade  or  profes- 
sion is  kept  down.  What  works  so  beauti- 
fully in  making  physicians  rich  is  helping 
make  other  trades  profitable.  And  com- 
petition to  get  into  professional  fields  is 
toughening,  which  also  boosts  demand 
for  cram  courses. 

Cram  courses  have  been  around  for 
decades;  generations  of  Harvard  gentle- 
men once  earned  their  passing  "Cs,"  not 
in  the  classroom  but  in  the  cram  rooms 
that  clustered  aroimd  Harvard  S(juare. 
Long  gone  from  Harvard  are  their  pri- 
vate cTiterprise  tutorial  schools,  but  simi- 


lar institutions  are  flourishing  toda\  in 
graduate  schools  the  length  and  breadth 
of  the  land.  This  hot  little  service  indus- 
try probabl)  grossed  $60  million  last  year 
and  is  growing  fast.  Although  hundreds 
of  college  professors  do  old-fashioned  in- 
dividual tutoring,  there  are  now  also  re- 
gional and  nationwide  chains.  Some  are 
legitimate,  some  fly-by-nights  who  use 
store-bought  textbooks,  set  up  shop  in  a 


hotel  room  and  leave  the  day  after  the 
course  ends.  Both  kinds  usually  offer 
ten-week  courses  priced  from  $225  for  a 
bar  exam  to  $600  for  overseas  medical 
students  trying  to  get  into  a  U.S.  school. 
Most  classes  range  in  size  from  30  to  500 
students. 

Stanley  Kaplan,  whose  privately 
owned  string  of  80  centers  is  one  of  the 
country's  largest  cram-school  chains, 
says  that  his  business  has  (juadrupled 
since  1970. 

Kaplan  got  into  the  business  31  years 
ago  tutoring  fellow  students  at  City  Col- 
lege of  New  York.  He  now  grosses 
around  $6  million  a  year.  One  of  his 
largest  competitors,  John  Sexton  Test 
Centers,  operates  12  regional  cram- 
course  centers  (which  coordinate  500 
teaching  locations,  mostly  in  hotels  and 
universities)  and  trains  more  than  5,000 


students  for  law  and  management  school 
entrance  exams  annually — a  figure  the 
company  says  has  increased  eightfold 
since  1975.  Sexton  claims  net  profit  mar- 
gins of  30%  and  has  sold  its  school  fran- 
chises for  $15,000  to  $2.50,000. 

Most  cram-course  companies  are  pri- 
vate, but  the  largest  bar  review  system, 
BAR/BRL  is  a  subsidiary  of  Harcourt 
Brace    Jovanovich.    BAR/BRI,  which 


charges  up  to  $375  for  a  state  bar  exami- 
nation cram  course,  tutored  more  than 
20,000  students  last  year,  or  over  half  the 
country's  35,000  law  graduates,  grossed 
over  $6  million  and  had  pretax  margins 
of  15%.  HBJ  also  prepares  students  for 
the  CPA  exam  and  plans  a  course  for 
medical  students.  "We  are  positioning 
ourselves  for  what  we  see  as  a  trend 
towards  continuing  professional  educa- 
tion and  eventually  recertification  re- 
cjuirements,"  explains  Jack  Snyder,  HBJ 
executive  vice  president. 

Cram  courses  are  so  pervasive  in  legal 
education  because  all  state  bar  exams  are 
different  and  each  requires  detailed, 
substantive  knowledge  while  law  schools 
tend  to  stress  legal  thinking.  A  student 
may  emerge  from  three  years  of  law 
school  with  his  head  filled  with  the  gen- 
eral principals  of  torts,  contracts  and 
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constitutional  law,  but  without  the  spe- 
cific knowledge  needed  to  pass  the  bar  in 
his  own  state.  "I  came  out  of  an  ivy- 
covered  law  school  fit  only  to  sit  on  the 
Supreme  Court,  "  cracks  one  law  school 
graduate.  "My  professors  taught  me  ev- 
erything except  liow  to  get  through  the 
state  bar  examination."  The  fact  is,  the 
art  of  passing  a  test  is  a  discipline  all  its 
own;  Kaplan  likes  to  say  his  courses 
teach  "test  toughening."  Medical  stu- 
dent Drescher  says  his  Kaplan  course,  in 
fact,  taught  "test  techniques,  not  aca- 
demic material." 

Newspaper  advertisements  for  cram 
schools  claim  to  "make  the  difference" 
and  "anticipate  actual  exam  questions." 
The  legitimate  schools  are  careful  never 
to  make  specific  predictions  or  give  guar- 
antees. Some  graduates  feel  they  got 
their  money  s  worth.  One  former  Kaplan 
student  who  now  has  a  successful  dental 
practice  says  the  course  "may  have  dou- 
bled my  score"  on  the  New  York  State 
dental  exams.  In  fact,  he  says,  "Some  of 
the  practice  questions  they  gave  on  the 
last  evening  of  the  course  later  appeared 
verbatim  on  the  exam  I  took."  Other 
cram-course  students  testify  to  the  same 
odd  coincidence,  but  the  cram  schools 
deny  they  re  stealing  tests.  Most  of  them 


collect  old  tests  when  they  can,  and  they 
say  there's  a  "high  probability"  the  same 
questions  will  reappear  over  the  years. 

That's  for  what  the  industry  calls  "sub- 
stantive knowledge"  tests,  though — the 
kind  that  test  facts.  What  about  aptitude 
tests?  Can  the  cram-school  courses  help 
you  outsmart  them,  too?  Yes,  says  Ray 
Levy,  Sextons  president.  "We  find 
there's  a  formalization  of  certain  ques- 


.  .  'Either  the  courses 
help  or  they  don't.  In  either 
case,  somebody  is  making 
some  false  claims'.  .  ." 


tions  even  in  those  tests;  so  you  can 
teach  the  methodology.  But  Education- 
al Testing  Service  of  Princeton,  N.J.,  the 
nonprofit  corporation  which  compiles 
and  administers  most  of  the  post-second- 
ary educational  exams  in  the  U.S.,  dis- 
agrees. You  can  cram  for  a  bar  exam,  says 
an  ETS  executive;  but  a  short-term  cram 
course  probably  won't  work  for  an  apti- 
tude test. 

The  debate  has  attracted  the  attention 
of  the  Federal  Trade  Commission,  which 


has  been  investigating  the  conflicting 
claims  of  ETS  and  the  cram-school  in- 
dustry for  two  years.  A  report  is  yet  to  })c 
issued,  but,  says  an  FTC  investigator, 
"Either  the  courses  help  you  prepare  for 
the  test,  or  they  don't.  In  either  case,  it 
seems  somebody  is  making  some  false 
claims.  " 

But,  clearly,  there  is  nothing  false 
about  the  cram  school's  ability  to  deliver 
results  in  the  knowledge-testing  kind  of 
examination.  Edward  Willett,  a  profes- 
sor of  finance  at  Northeastern  Universi- 
ty, trains  400  aspiring  brokers  a  year  to 
take  the  National  Association  of  Securi- 
ties Dealers,  Inc.  test  through  his  Bos- 
ton-based Willett  Institute  of  Finance, 
Inc.  Employers  often  pay  the  tab — like 
Paine  Webber,  which  has  a  contract  with 
Willett  to  help  train  its  prospective 
brokers.  Big  Eight  accounting  firm  Peat, 
Marwick,  Mitchell  says  it  spent  $42,000 
last  year  for  coaching  courses  for  its  New 
York  and  Chicago  staffs. 

Until  the  educational  institutions  tum- 
ble to  the  fact  that  learning  how  to  take  a 
test  should  be  a  legitimate  part  of  any 
curriculum  that  prepares  a  student  for 
the  real  world,  the  cram  course  industry 
has  an  almost  guaranteed — profitable — 
future.  ■ 


Where  Cramming  Is  A  Way  Of  Life 


The  setting  is  a  "juku,  or  private  tutoring  school,  for 
three-  to  five-year-old  children  in  Yokbhama.  A  child 
makes  a  mistake  and  his  teacher  slaps  him  hard  across  the 
face.  Tears  tugging  at  his  eyes,  the  child  bites  his  lip  but 
doesn  t  cr\'.  That  would  embarrass  his  mother  who  is 
watching  passively  from  the  back  of  the  room. 

This  juku's  rules  demand  that  mothers  attend  classes 
with  their  children  but  that  they  show  no  emotion  when 
their  youngsters  are  punished.  The  methods  at  this  school 
are  extreme,  but  the  goal  is  no  different  from  that  of  the 
more  than  50,000  other  jukus  that  exist  throughout  Japan: 


Japanese  university  students 


Cram  schools  and  ulcers  helped  them  get  there. 


to  prepare  students  emotionally  and  academically  for  the 
rigors  of  competitive  exams  that  will  determine  their 
whole  lives. 

Unlike  the  U.S.,  where  cram  schools  have  become  big 
business  catering  to  graduates  seeking  entr\'  to  the  profes- 
sions, cram  schools  in  Japan  are  geared  to  helping  young 
students  pass  entr\'  exams  for  an  elite  high  school  or 
college.  Once  accepted  at  a  "right "  school,  such  as  Tokyo 
University,  the  student  need  not  work  hard  again  since 
graduation  is  almost  automatic,  as  is  a  subsecjuent  position 
in  Japan's  corporate  or  government  hierarchy. 

The  Japanese  prime  minister's  ofRce  reports  27.5%  of 
all  kindergarten-age  children  attend  a  juku,  and  some 
children  attend  prenursery  juku  for  entr\'  to  elite  nursen 
schools.  In  addition,  nearly  60%  of  all  elementary  school 
children  and  half  of  all  junior  high  school  pupils  attend 
after-school  juku  or  receive  private  tutoring.  Most  after- 
school  jukus  cost  about  $1,200  a  year,  but  one  special  high 
school  level  juku  in  Tokyo  that  prepares  students  for 
university  medical  courses  charges  about  S42,000. 

The  constant  pressure  to  pass  competitive  exams  has  led 
to  a  dramatic  increase  in  stomach  ulcers  among  children, 
says  Masayoshi  Namiki,  a  physician  at  the  Hokkaido 
Medical  College.  It  is  also,  according  to  one  government 
report,  a  direct  cause  of  several  hundred  student  suicides 
every  year.  Despite  some  public  outcry  against  the  juku, 
most  Japanese  seem  to  accept  the  cram  schools  as  a 
necessary  evil  created  by  the  demands  of  a  competitive 
society.  Reform  of  the  Japanese  exam  system  for  entr\'  to 
universities  or  expansion  of  the  universities  themselves 
might  undercut  the  necessity'  for  jukus.  But  such  reform  is 
considered  unlikely:  The  Japanese  love  their  children,  but 
when  it  comes  to  education,  unlike  Americans,  they  rarely 
coddle  or  overprotect  them.  ■ 
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If  you 
don't  have  it 
flaunt  it. 


Our  copier  has  manual 
two-sided  copying,  instead  of 
automatic.  You  save  yourself 
up  to  $60  a  month.** 


Our  copier  has  manual 
document  feed  instead  of  automatic 
You  save  yourself  at  least  $40 
a  month  on  this  option.*** 


Our  copier  has  reproduction 
only.  Same  size.  No  reduction. 
You  save  yourself  up  to 
$300  a  month.*  — 


Our  copier  has  manual  letter 
and  legal  size  paper  selection, 
instead  of  automatic.  You  save 
yourself  up  to  $60  a  month.** 


We've  noticed  an 
alarming  trend  among 
today's  copiers:  a  lot  of  so 
called  built-ins  that  simply 
aren't  used  enough  to  merit 
the  extra  cost  that's  built  in  with 
them. 

So  the  only  features  we  build  into 
Pitney  Bowes  PBC®  Copiers  are  the  kind 
you're  most  likely  to  need. 

We  keep  them  simple.  Just  like  most 
office  copying  jobs. 

What  it  adds  up  to  is  monthly  invoices 
that  add  up  to  less.  And  fewer  service  calls 


Our  copier  has  no  built-in 
sorter  attachment,  so  you  can  stay 
attached  to  at  least  another 
$80  a  month  on  this  option.* 


because  there  are 
fewer  things  likely 
to  need  service. 

Even  so,  service  is 
one  of  the  things  we  definitely 
do  have.  And  we're  flaunting  it. 
A  company  employed  and  trained 
service  network  working  out  of  600 
locations  throughout  the  U.S.  and  Canada. 
In  copying,  it's  all  in  what  you  have. 
And  have  not. 


^  Pitney  Bowes 


•Xerox  rOOO  '  'Xerox  4000  •  ••Xerox  2400/3600-1  Based  on  comparison  ol  Pitney  Bowes  single  machine  rale,  high  volume  plan,  with  Xe-ox  XVP  Annual  plans  per  32,000  copies  as  ol  Nov  1  1977 
Xerox  IS  a  registered  trademark  ot  the  Xerox  Corp  For  lull  inlotmation,  write  us  Pitney  Bowes  1786  Crosby  Street,  Slamlofd,  Connecticut  06904,  or  call  toll  tree  any  time  800-243-5000. 
(In  Connecticut  1-800-882-5577.;Postage  Meters,  Mailing  Systems,  Copiers,  Labeling  and  Price  Marking  Systems, 


Statistical  Spotlight 


Loosen  Up,  Fellows! 


Predicting  the  stock  market  is  chancy 
and  probably  impossible.  Predicting  in- 
creases in  the  dividend  rates  of  many 
companies  is  closer  to  a  sure  thing. 

For  years  managements  used  to  hold 
on  to  their  cash — allegedly  for  growth. 
Stockholders  cashed  in  by  selling  their 
stock  and  getting  capital  gains.  But  the 
latter  have  been  hard  to  come  by  of  late. 
So  cash  dividends  are  back  in  vogue.  A 
good  dividend  payout  makes  stocks  more 


competitive  with  high-yielding  bonds 
and  gives  holders  a  nice  lift  when  that  fat 
check  comes  every  three  months. 

Besides,  what  else  can  a  giant  com- 
pany do  with  its  money?  Take  Interna- 
tional Business  Machines.  It  generates 
plenty  of  surplus  for  expansion,  is  al- 
ready loaded  with  cash  and  couldn't  even 
think  of  making  an  acquisition.  So  IBM  is 
fast  becoming  a  yield  stock.  A  decade  ago 
it  paid  out  $2.88  a  share,  yielding  1%; 


today  it  pays  S11..52,  yielding  4.0%;  and 
the  return  is  clearly  going  to  rise  in  the 
Ni'ars  ahead. 

Another  likely  candidate:  General 
Electric.  It  is  currently  paying  out  about 
half  its  earnings,  but  could  do  better. 
Like  IB.M  it  has  more  cash  than  it  needs 
and  an  internal  cash  flow  that  more  than 
covers  capital  needs. 

Many  of  the  companies  listed  below  are 
candidates  for  dividend  boosts.  Many  of 
them  have  a  payout  ratio  below  the  Stan- 
dard &  Poor  s  500  average  of  43%  and 
below  their  own  five-year  average.  ■ 


Poised  For  The  Future 

All  of  these  companies  are  currently  at  or  below  their  historic  payout  ratios; 
all  have  increased  cash  positions,  yield  at  least  2V2%  and  have  good  earnings 
prospects — which   makes   them   front-runners  for   increased  dividends. 

%  Dividend                       Latest  P/E 

 Payout                 Indicated                        Increase                        12-Month        Price/  Range 

Last         Dividend       Current         Over  5         Recent        Earnings       Earnings  5  Years 

Company                      Current        5  Years          Rate            Yield           Years           Price        Per  Share        Ratio  High-Low 


Alcoa 

33% 

35% 

$  2.00 

4.4% 

42% 

45% 

$  6.14 

7 

27-  5 

Anchor  Hocking 

35 

37 

1.60 

5.4 

50 

29ye 

4.63 

6 

11-  4 

Dorncs  oroup 

1  nn 

^  17 

0 

1 U—  *f 

Barry  Wright 

29 

30 

0.72 

2.5 

61 

28Ve 

2.49 

11 

13-  3 

Binney  &  Smith 

38 

39 

0.88 

3.6 

57 

24'/* 

2.34 

10 

27-  3 

Borden 

41 

42 

1.72 

5.8 

27 

29% 

4.18 

7 

13-  6 

Borg-Warner 

32 

40 

1.80 

5.4 

32 

331/4 

5.65 

6 

10-  4 

Bucyrus-Erie 

33 

33 

0.88 

4.6 

51 

19^/4 

2.68 

7 

25-  7 

CBS 

36 

35 

2.40 

4.0 

48 

60% 

6.75 

9 

16-  7 

Campbell  Soup 

44 

45 

1.60 

4.3 

35 

371/2 

3.61 

10 

15-  9 

Cincinnati  Bell 

45 

49 

2.32 

7.8 

29 

29y4 

5.19 

6 

9-  5 

Combustion  Eng. 

40 

39 

1.80 

4.4 

51 

40% 

4.50 

9 

28-  6 

Consol.  Nat.  Gas 

49 

54 

2.76 

7.1 

28 

38% 

5.82 

7 

11-  5 

Continental  Corp. 

33 

52 

1.70 

6.3 

48 

27 

5.18 

5 

16-  5 

Continental  ill. 

34 

34 

1.44 

4.6 

35 

3iy2 

4.29 

7 

12-  4 

Eaton 

32 

38 

2.25 

5.6 

38 

40% 

6.96 

6 

11-  3 

Garfinckel,  Brooks 

41 

45 

1.14 

4.4 

20 

25% 

2.80 

9 

14-  3 

General  Electric 

51 

45 

2.60 

4.9 

43 

53% 

5.13 

10 

24-  9 

Honeywell 

30 

31 

2.20 

3.2 

30 

68% 

7.36 

9 

27-  5 

Hoover  Universal 

34 

35 

1.12 

4.7 

104 

24 

3.25 

7 

12-  4 

INA 

35 

50 

2.60 

5.7 

55 

45% 

7.53 

6 

17-  6 

Insiico 

42 

45 

0.94 

6.1 

23 

15% 

2.22 

7 

10-  4 

IBM 

61 

49 

11.52 

4.0 

131 

289% 

18.78 

15 

34-12 

Johns-Manville 

34 

43 

1.80 

5.7 

29 

31% 

5.23 

6 

14-  5 

Kraft 

43 

45 

2.60 

5.4 

31 

48% 

5.99 

8 

14-  7 

Kroger 

36 

43 

1.76 

5.2 

17 

33% 

4.87 

7 

11-  4 

Merck 

44 

45 

1.70 

2.8 

36 

61% 

3.83 

16 

42-13 

Nabisco 

46 

62 

1.38 

5.2 

13 

26% 

2.97 

9 

22-  6 

NICOR 

48 

62 

2.40 

8.2 

25 

29% 

4.98 

6 

10-  5 

Penney,  J.  C. 

38 

37 

1.76 

4.5 

41 

38% 

4.65 

8 

37-  7 

Quaker  Oats 

36 

36 

1.20 

4.6 

42 

25% 

3.34 

8 

19-  6 

Reynolds,  R.J. 

39 

40 

3.50 

5.7 

34 

61% 

9.05 

7 

9-  5 

Scott  &  Fetzer 

40 

41 

1.60 

4.7 

57 

343/8 

3.99 

9 

16-  4 

Trans  Union 

45 

49 

2.12 

5.6 

41 

37% 

4.66 

8 

24-  7 

Western  Bancorp 

34 

38 

2.04 

4.7 

19 

43 

6.00 

7 

11-  4 

Weyenberg  Shoe 

33 

38 

1.08 

5.6 

19 

19% 

3.27 

6 

10-  4 

Whirlpool 

37 

42 

1.20 

5.3 

92 

22% 

3.24 

7 

43-  7 
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BelFs  222  Twin:  ^ 
Now  there's  an  execiutive  helicopter 
that  belongs  beside  your  Falcon  •  •  • 


I  or  Citatiooy 
Sabreliner,  Learjet, 
Gulfstream... 

Until  now,  there  has  been  a  frustrat- 
ing gap  in  corporate  transportation 
'  ...a  critical,  in-between  void  hamper- 
ing your  effectiveness  as  a  key  deci- 
i  sion  maker.  That  gap  has  been  the 
I  inability  to  move  short-to-medium 
:  distances  point  to  point  quicker  than 
a  car  can  deliveryou,  more  effectively 
than  your  jet  can  fly  you. 

But  you  need  never  again  feel  re- 
strained by  this  gap.  You  needn't 
think  twice  about  dashing  off  for  an 
I  urgent  on-spot  inspection... or  at- 
!  tending  a  branch  plant  meeting  at 
I  noon,  when  you  must  return  to  your 
I  office  by  two. 


Now  there's  the  new  technology  Bell 
222  for  the  door-to-door  airborne 
convenience  only  a  helicopter 
can  deliver... the  extended  range  of 
over  400  miles. ..up  to  170  mph 
cruise  speed... the  smooth,  quiet 
ride  of  Bell's  exclusive  Noda-Matic® 
suspension. 

There's  ample  room  to  meet  with 
your  staff  for  last  minute  discussions 
...or  to  stretch  out  and  enjoy  the 
panorama  of  the  countryside,  a  view 
that's  unique  to  a  helicopter.  Pow- 
ered by  two  advanced  design  675shp 
Lycoming  turbines,  engineered  for 
optimum  cruise  fuel  efficiency,  the 
7-to^10  place  Bell  222  will  be  certified 
for  IFR  operation,  and  priced  in  the 
range  of  comparable  turbine  pow- 
ered aircraft. 

And  soundwise  the  222  is  a  good 
neighbor. ..slipping  in  quietly  on  ar- 
rival, moving  off  quietly  on  departure 
due  to  slower  turning  main  and 
tail  rotors. 


On  your  company  letterhead,  write 
for:  □  our  step-by-step  travel  evalua- 
tion guide,  called  the  Rangefinder 
□  a  222  brochure  □  or  an  appoint- 
ment with  a  222  transportation  spe- 
cialist. Contact  Dwayne  Jose,  Vice 
President,  Commercial  Marketing, 
Dept.  564,  Bell  Helicopter,  Box 
482,  Fort  Worth,  Texas  76101, 
(817)  280-2117. 


Team  it  up  with 
your  corporate  jet  • 


SJa/MG  EHERGY 

ISN7A11 

ECONOMICS. 


Today,  everyone  is  trying  to  con- 
trol energy  costs.  But  in  a  hospital, 
saving  energy  has  to  be  balanced  with 
other,  more  vital  considerations. 

For  example,  the  complex  heat- 
ing and  cooling  system  in  a  modern 
hospital  plays  an  important  role  in 
the  environment  for  good  patient 
care.  It  must  supply  a  constant  flow 
of  clean,  humidity-controlled  air.  At 
times,  the  system  may  require  an 
extra  heating  step.  And  that  can 
create  the  problem  of  higher  energy 
costs,  which  contribute  to  higher  hos- 
pital bills. 

For  the  new  Thomas  Jefferson 
University  Hospital  in  Philadelphia, 
the  solution  came  from  the  Carrier 
Machinery  and  Systems  Division  of 
Carrier  Corporation.  The  large  air 
conditioning  equipment  we  provided 
has  a  feature  that  reclaims  heat  given 
off  by  lights,  machinery  and  even 
people.  It  uses  that  "free"  heat  in  the 
blend  of  temperatures  needed  for 
each  part  of  the  hospital.  For  even 
greater  efficiency,  there's  also  a  spe- 
cial cycle  that  blends  in  outside  air 
when  weather  permits. 


At  the  new  hospital.  Carrier's 
solution  is  expected  to  reduce  enerc 
bills  by  about  $140,000  during  its  fii 
year.  As  energy  costs  rise,  so  will  tht 
savings.  And,  we  believe,  so  will  the 
demand  for  our  equipment  througl 
out  the  hospital  field,  which  alread^ 
represents  a  potential  multimillion 
dollar  market  for  us. 

Carrier  Corporation  has  the  fie 
ibility  to  meet  the  demands  of  the 
most  sophisticated  customers.  Besic 


e  widest  range  of  high-efficiency 
mating  and  cooling  equipment,  we 
lal  with  many  other  ideas  the  world 
n  use.  Ideas  that  are  at  work  in  oil, 
s  and  petrochemical  production; 
ks  and  coatings;  refrigeration  for 
iclear  power,  food  processing  and 
msport;  automotive  paints  and 
i  m;  and  electronics.  Fifteen  sepa- 
ite  divisions,  operating  in  131  coun- 
es,  serving  hundreds  of  markets. 
We  have  built  a  strong,  growing 


business  by  helping  to  expand  the 
world's  supply  of  usable  energy  and 
by  helping  people  to  use  it  more  effi- 
ciently. And  we  believe  that  energy 
can  be  measured  in  terms  of  the  peo- 
ple it  benefits  as  well  as  in  dollars. 


Carrier 

Corporation 

Carrier  Tower 
Syracuse.  N  Y  13221 


CARRIER  CORPORATION.  ENERGY  IDEAS  AT  WORK. 


and  lend  you  money  to  buil 


One  InCorp  Banker  can  deliver  on  all  your  com-  poration.  And  because  the  same  InCorp  Banker  can  handle 
pany's  financial  needs.  He  is  skilled  In  the  your  total  relationship,  you'll  save  time  and  money. 


application  of  leasing,  construction  financing, 
appraisals,  international  banking,  factoring  and 
more.  All  in.  addition  to  traditional  lending. 

As  a  result,  you  receive  coordinated,  efficient 
solutions  to  your  company's  financial  needs 
through  a  single  InCorp  Banker,  representing 
a  $2  billion  multinational  financial  services  cor- 


your  total  relationship,  you'll  save  time  and  money. 

Whether  you're  about  to  break  ground  or  appraise  your 
plant  and  equipment,  call  George  ^lij* 
P.  Clayson  III,  Senior  Vice  Presi-  ^y^UMf^^ 
dent,  at  (401)  278-5840  or  write  4^ 
InCorp  at  55  Kennedy  Plaza,         JJ»  INCORP 
Providence,  Rl  02903  for  an  «ibusT««.N.TON«.coBP 
annual  report. 


CDRP 

INOUSTfMl  NATIOIWI.  COW> 


orp  Banker  can  deliver  on  all  your  firm's  financial  needs. 


A  financial  services  compan 


National  Bank.  Prov.,  R.I.  •  Inleasing  Corp.,  Prov.,  R  l.  •  Ambassador  Factors.  New  York,  N.Y.  •  Mortgage  Assoc..  Inc.,  Mil..  Wis.  •  Kensington 
,  ;  and  Finance  Corp.,  Mil.,  Wis.  •  Southern  Discount  Co.,  Atl.,  Ga.  •  Information  Sciences,  Inc.,  Prov.,  R.I.  •  Westminster  Properties.  Inc.,  Prov.,  R  I. 
•  International  Appraisal  Co.,  Fair  Lawn,  N.J.  •  INB  Appraisal  Co.  of  Canada,  Ltd.,  Ont.  •  Industrial  Capita!  Corp.,  Prov.,  R.I.  •  Industrial  Nat.  Mortgage  Co  , 
Prov    R.I  •  C-O-M  Service  Bureau,  Inc.,  Boston,  Mass. 


The  Rich  Rewards  Of 
The  Salesman's  Life 

God!  Why  didn't  I  go  to  Alaska 
with  my  brother  Ben  that  time!  Ben! 
That  man  was  a  genius,  that  man  was  success 
incarnate!  What  a  mistake!  He  begged  me  to  go. 


By  JAMES  O'HANLON 

The  libel  persists  that  a  salesman  goes  through  hfe  with  a 
shine  on  his  shoes,  a  smile  on  his  face  and  anguish  in  his  heart 
for  what  he  might  have  been.  Arthur  Miller  s  tragic  view  in  the 
late  Forties  summed  up  an  already  common  impression;  it  was 
not  the  inspiration  for  a  new  one.  All  through  the  Sixties  and 
into  the  Seventies  the  salesman  was  the  easy  butt  of  every 
guitar  player's  musical  joke — some  mythical  clod  named  Stan 
who  stumbled  through  the  day  in  a  big-lunch  tie  and  a  double- 
knit  polyester  suit,  pockets  bulging  with  client  lists  and  ex- 
pense receipts. 

But  as  a  good  many  of  the  breed  and  their  families  have 
always  known,  the  salesman's  lot  is  not  necessarily  worse  than 
most,  and,  the  myth  not  withstanding,  for  a  good  many  it  is 
demonstrably  better.  It  remains — although  to  a  lesser  extent 
these  days — a  calling  to  which  almost  anyone  with  brains  and 
guts  can  turn  when  other  plans  go  awry.  Let  a  man  be  driven  to 
his  knees  by  adversity,  or  set  out  to  redeem  his  good  name 
after  20  years  of  debauchery  and  bonebreaking— -such  a  one  is 
not  likely  to  apply  to  medical  school  or  go  into  hotel  manage- 
ment. But  he,  or  she,  could  still  catch  on  somewhere  in  sales. 

Sales  is  no  longer  quite  the  easy-entry  career  it  was  simply 


— Death  of  a  Salesman 
By  Arthur  Miller 

because  so  many  of  the  goods  and  services  to  be  sold  these  days 
are  themsehes  not  so  simple.  "A  proposed  solution  to  an 
industrial  problem  may  involve  a  stack  of  specifications  and 
other  data  a  foot  and  a  half  high,  says  the  Salesmanship  merit 
badge  pamphlet  put  out  by  the  Boy  Scouts  of  America.  "The 
customer  turns  to  the  salesman  for  an  explanation  and  interpre- 
tation of  this  mountain  of  technical  material.'  One  require- 
ment for  the  merit  badge  (sec  above):  "  Develop  and  present  to 
)'our  counselor  a  sales  program  for  a  territory.  ... 

The  Boy  Scouts  are  reall\-  with  it.  "Did  you  get  the  order?" 
remains  the  payofi  question  after  all  the  design,  production  and 
distribution  problems  have  been  resolved.  Modern  selling 
would  have  no  surprises  for,  say,  John  Henry  Patterson  of 
National  Cash  Register  Co.,  who  institutionalized  the  sales 
(juota  and  the  salesman's  commission  s\stem. 

Even  Patterson,  though,  might  be  astonished  b\  how  many 
different  goods  and  serv  ices  are  to  be  sold  these  da\s,  and  how 
good  a  living  can  be  made  by  people  who  know  how  to  sell. 
Gathered  on  the  following  pages  are  some  cases  in  point.  Some 
of  them  sell  rather  exotic  things:  yachts,  jet  planes  and  avionic 
gear.  Others  are  pedestrian:  wall  paneling,  blenders,  textiles. 
But  none  shows  any  sign  of  discontent  with  the  life  of  a 
salesman. 


Blue  Chip  Sailor 


Yacht  broker  Dick  Bertram 


Tenacity,  Dale  Carnegie  and  blazers. 


■  Dick  Bertram  lives  with  his  third 
wife,  Lenore,  on  a  48-foot,  $250,000 
yacht  ofi  St.  Tropez,  France.  That's 
where  Bertram's  customers  are.  For  the 
last  30  years  the  aggressive,  storybook- 
handsome  Bertram,  now  62,  has  been 
the  world's  most  successfiil  yacht  sales- 
man. In  1977  his  Florida-based  Richard 
Bertram  &  C'o.  averaged  10%  commis- 
sions on  $27  million  in  yacht  sales.  Of  a 
$2.4  million  gross,  Bertram's  share  was 
about  $250,000,  not  counting  untold 
thousands  entertaining  customers. 

After  World  War  II  Bertram  set  the 
easygoing  yacht-selling  business  on  its 
ear  with  a  mixture  of  tenacity.  Dale  Car- 
negie philosophy  and  a  legendary  talent 
for  world-class  sailing  and  high  living. 
Whereas  the  old-line  yacht  salesmen 
were  known  for  their  gaudy  sportshirts 
and  their  laconic  ways,  Bertram  and  his 
salesmen  began  greeting  customers  in 
button-down  collars,  neckties  and  blue 
blazers  with  the  company  crest  on  the 
pocket.  Competitors  complained  of  high- 
pressure  tactics,  but  Bertram  told  his 
salesmen,  "Too  often  salesmen  are  run 
by  fear.  They  are  too  afraid  of  rejection 
to  dial  a  telephone  number.  The  life- 
blood  of  this  business  is  prospecting  for 
clients.  " 

He  has  sold  boats  to  a  Who  s  Who  list 
of  the  world  s  high  and  mighty,  from  the 
late  Henry  B.  duPont  and  Errol  Flynn  to 
Gianni  Agnelli  of  Italy's  Fiat  S.p.A.  Not 


bad  for  someone  who  was  warned  by  his 
(.'ornell  professors  that  his  passion  for 
sailing  would  be  his  ruin.  "I  never  fin- 
ished college,  "  says  Bertram,  "but  over 
the  years  I've  sold  18  boats  to  just  one  of 
my  old  college  sailing  rivals.  " 

Bertram  once  got  into  the  boat  manu- 
facturing business  '"b\'  accident";  He  and 
some  friends  had  developed  a  record- 
breaking  powerboat  that  has  since  be- 
come a  classic.  The  boat  line  still  bears 
his  name,  but  Bertram  sold  the  manufac- 
turing company  in  1960  and  it  is  now  a 
division  of  Whittaker  Corp.  "I  like  the 
retailing  end  much  better,  "  he  says.  "I'm 
happiest  as  a  salesman.  " 

Gone  are  the  days  when  Dick  Bertram 
was  a  swashbuckling  Camel  cigarette 
pinup  boy  at  the  helm  with  a  cigarette 
dangling  from  his  lips  and  a  beautiful 
woman  on  each  arm.  After  two  divorces 
(he  has  ten  children  and  one  grandchild) 
and  a  tough  bout  with  a  drinking  prob- 
lem, Bertram  now  attends  EST  courses 
and  pops  Maalox  pills  to  keep  his  ulcers 
under  control. 

But  he  still  competes  in  championship 
sailing  races  ("It  s  a  great  way  to  keep 
acquainted  with  people  who  buy  boats.  ") 
and  he  trolls  the  Mediterranean  for  the 
glittering  rich  who  can  afford  a  58-foot, 
$500,000  yacht.  "The  market  for  Ameri- 
can buyers  gets  a  little  thin  at  that 
range,  "  says  Bertram.  "It  s  a  good  time 
to  be  selling  in  Europe.  " 


Flying  High 


Used  jet  broker  Robcij  Smith 


No  movie  stars  or  knocking  on  doors. 


■  ROBEY  Smith  sells  used  noncommer- 
cial jet  planes.  His  prospect  list  consists 
almost  entirely  of  $100  million-plus  cor- 
porations and  wealthy  foreigners.  "I  ll 
bet  you  can't  name  a  current  movie  star 
who  can  afford  to  own  an  executive  jet 
today,'  he  says.  "The  operating  costs 
alone  on  a  $2  million  Lockheed  JetStar 
would  be  over  $500,000  a  year." 

Smith,  60,  a  barrel-chested,  onetime 
National  Airlines  pilot,  is  the  middle 
man  between  people  who  have  jets  to 
sell  and  those  who  want  to  buy.  "A  used 
jet  isn  t  like  a  used  car,  "  he  explains. 
"Federal  Aviation  Administration  rules 
say  a  working  airplane  must  be  up  to 
factory  standards.  "  One  part  of  his  job  is 
to  keep  the  principals  apart  until  the 
complicated  deals  (title  clearances,  ferry 
permits  across  hostile  nations,  delivery 
negotiations)  are  closed.  "We  don't  want 
the  buyer  to  know  that  the  seller  called 
him  a  son  of  a  bitch. 

His  Miami-based  Robey  Smith  Co. 
(four  other  salesmen,  three  researchers) 
keeps  a  computerized  record  of  virtually 
ever\'  executive  jet  operating  around  the 
uorld.  "If  we  see  that  someone  will  be 
needing  a  jet  or  has  one  he'll  want  to  sell 
soon  we  assign  a  salesman.  UsualK  it 
takes  three  salesmen  to  close  a  deal,  plus 
lots  of  travel.  "Right  now  we  are  doing  a 
four-plane  exchange  that  will  keep  three 
of  us  on  the  road  for  weeks.  " 


The  firm  earned  a  6%  commission  on 
$35  million  worth  of  jet  sales  this  year. 
The  average  sale  was  $1.3  million.  Smith 
calculates  that  his  28  deals  in  1977  ac- 
counted for  about  15%  of  the  global  turn- 
around in  used  private  jets.  From  that 
Smith  took  home  nearly  $1.50,000  last 
year.  ("Actually  I  could  have  taken  much 
more.  ")  His  80%  interest  in  the  com- 
pan\ ,  he  figures,  is  worth  $800,000. 

He  was  taught  flying  b\'  his  father,  a 
World  War  I  pilot,  and  flew  Air  Force 
transport  planes  himself  during  World 
War  II.  After  a  2-\'ear  hitch  fl\ing  for 
National  and  another  seven  \'ears  selling 
advertising.  Smith  opened  a  "fixed-base 
operation  in  southern  California — a  su- 
permarket for  private  planes,  he  calls  it, 
that  included  maintenance  and  fl\ing 
lessons — and  gradualK  started  selling. 
Five  years  ago  he  relocated  in  Miami 
because  "the  biggest  market  for  used  jets 
is  in  the  East.  And  you  have  to  be  in  this 
time  zone  to  sell  to  Europe. 

Smith  used  to  make  a  lot  of  deals 
playing  golf — he  shoots  in  the  high  70s. 
But  these  days  he  prefers  playing  tennis 
with  his  third  wife,  Patricia,  on  the 
courts  adjacent  to  their  $200,000  Ke\- 
Biscayne  condominium.  Sa\s  the  pleas- 
ant, ston\  -featured  Smith,  "It  s  a  good 
life.  I  like  being  around  businessmen. 
But  I  wouldn't  like  selling  if  I  had  to  go 
around  knocking  on  doors. 
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Sincerely  Motivated 


Textile  .sale^iiuiii  Du  k  Arnald 


Not  an  intellectual,  but  closer. 


■  RICHARD  M.  (dick)  ARNOLD  waS  One  of 

the  few  members  of  his  class  at  Wesleyaii 
University  in  the  early  Sixties  who  want- 
ed to  be  a  businessman.  "All  the  rest  of 
the  guys  were  intellectuals,"  says  ami- 
able 40-year-old  Arnold,  "I  just  wanted 
to  make  money.  " 

He  didn  t  want  to  make  it  selling  tex- 
tiles, though.  His  father,  a  comptroller 
for  a  Philadelphia  clothing  retailer  had 
told  him  too  man\  horror  stories  of  men 
going  broke  in  the  rag  trade.  But  in  his 
senior  year  at  high-toned  Wesleyan,  Ar- 
nold did  his  dean  a  favor  and  allowed 
himself  to  be  courted  by  a  talent  scout 
for  textile  manufacturer  Deering  Milli- 
ken.  Inc.  "He  wanted  me  to  visit  their 
headtjuarters  in  New  York  and  I  had  a 
girl  friend  there,"  Arnold  recalls,  "so  I 
went  along. " 

Seventeen  years  and  thousands  of  fat- 
tening client  lunches  later,  smiling  Dick 
Arnold  is  grossing  about  $125,000  a  year 
as  80%  owner  of  Independent  Mills,  a 
New  York-based  textile  sales  agency.  In 
1978  his  company  will  gross  $5.5  million, 
on  4%  to  7%  commissions,  selling  single- 
knit  cotton  cloth  from  four  North  Caroli- 
na mills  to  women's  wear  and  children  s 
clothing  manufacturers.  "Probably  80% 


of  our  business  is  in  New  York,"  says 
Arnold,  "lunches,  dinners,  boxing 
matches,  basketball  games."  He's  been 
jogging  regularly  in  recent  months  to 
keep  his  weight  down.  Complains  Ar- 
nold. "Our  biggest  expense  is  travel  and 
entertainment,  maybe  $20,000  a  year.  " 

The  two  main  tricks  in  his  trade,  he 
says,  are  to  avoid  getting  caught  by  price 
swings  and  knowing  when  to  close  a 
deal.  "Some  guys  do  all  the  entertaining, 
make  all  the  calls,  but  the\  never  get  to 
the  point  where  they  say.  Jack,  it  s  been 
nice  talking  to  you,  now  how  about  it?'  " 

Arnold  lives  with  his  wife,  Edwina,  in 
a  $600-a-month  one-bedroom  apartment 
high  above  the  river  in  Manhattan's 
Eighties.  She's  a  public  relations  man- 
ager for  Club  Med,  Inc.  "We  both  travel 
a  lot,  says  Arnold.  "She  goes  to  Paris 
and  Istanbul.  I  go  to  Charlotte,  North 
Carohna.  He  flies  a  $110,000  single- 
engine  Piper  Bonanza  that  takes  them  on 
long  summer  weekends  to  Cape  Cod  and 
Long  Island's  East  Hampton. 

"Whenever  I  interview  a  prospective 
salesman,  "  says  Arnold,  'they  give  me 
all  kinds  of  cockamamie  reasons  for  want- 
ing to  be  in  textiles.  But  you  go  into  this 
business  for  only  one  reason — money.  " 


Laid  Bacic 


Louisiana-Pacific  Corp.'s  Thomas  Gordon  Mock 


At  36,  a  big  house  in  a  posh  suburb  and  plans  for  $100000  a  year. 


■  Thomas  Gordon  Mock  says  he  felt 
shortchanged  growing  up  in  Barrington, 
111. ,  a  wealthy  commuter  suburb  of  Chi- 
}     cago.  The  oldest  of  three  children  of  a 
B.F.  Goodrich  Co.  claims  adjuster,  36- 
\    year-old,  six-foot-five  Mock  says  he  got 
ii    his  first  bicycle  when  his  classmates  were 
:;    getting  their  first  Corvettes.  He  survived 
i!    that  trauma  and  a  bit  more  before  he  got 
!    into  selling.  After  four  years  of  college  on 
a  basketball  scholarship  and  three  years 
;    experience  as  a  psychiatric  ward  atten- 
j;    dant  in  a  Memphis,  Tenn.  hospital,  it 
[    took  an  interviewer  from  Evans  Products 
\    Co.  to  convince  him  that  not  all  salesmen 
were,  as  he  had  once  thought,  'short- 
term  con  men.  " 

At  24,  Mock  started  working  for  Evans 
in  Memphis  as  a  sales  trainee  selling 
prefinished  wall  paneling  by  telephone. 
By  1975  he  was  sales  manager  for  Evans' 
Missoula,  Mont,  paneling  plant  when  it 
was  sold  to  Louisiana-Pacific  Corp.  This 
sear,  as  northwest  regional  salesman  for 
three  of  L-P's  industrial  board  plants, 
Mock  will  earn  about  $50,000  but  he 
adds,  "I  plan  to  be  making  $100,000  by 
the  time  I'm  40." 

He  and  his  second  wife,  Pat,  and  two 
children  from  his  prevous  marriage  live 
in  a  $95,000  three-bedroom,  three-bath 
house  in  the  posh  Portland,  Ore.  suburb 
of  Lake  Oswego.  He  used  to  work  week- 
ends (he  says  it  contributed  to  the  break- 
up of  his  first  marriage),  but  these  days 
he's  more  likely  to  spend  them  sailing 
with  his  family  on  the  Columbia  River  in 
a  27-foot  sloop  he  bought  two  years  ago 
for  $19,000.  Some  afternoons  he  plays 


tennis  with  co-workers  on  the  handsome 
estate  in  Portland  owned  by  Harry  A. 
Merlo,  L-P's  flamboyant  chairman. 

Mock  doesn't  wear  a  tie  to  work,  just  a 
sports  jacket  and  slacks  and  an  open 
body  shirt.  He  says  his  customers  are 
professionals.  "They  take  our  particle 
board  and  remanufacture  it.  They  cut  it, 
reshape  it,  mold  it.  "  Altogether  about  $3 
million  worth  of  it  a  year  from  the  L-P 
plants  Mock  sells  for.  "You  can't  con  the 


customers  I  deal  with.  " 

On  the  road.  Mock  plays  it  mellow. 
He  doesn't  tell  his  clients  jokes  or  try  to 
overwhelm  them  with  conversation.  In- 
stead, he  says,  he  tries  to  gain  his  cus- 
tomers' respect.  "The  best  approach  is 
one  that  sells  well  over  time.  I  want 
customers  who  are  loyal  and  reluctant  to 
change.  The  salesman  at  the  industrial 
level  has  got  to  be  somebody  the  custom- 
er can  depend  on. 


1  c-t 


The  Natural 


Avionics  salesman  Red  Hall 


Diamond  stickpin  in  the  sicy. 


■  Homer  (Rkd)  Hall  is  real  country. 
He  started  riding  the  rails  with  hobos 
from  his  Lake  Apopka,  Fla.  home  37 
years' ago,  when  he  was  just  nine.  Today 
he  clocks  up  to  250  hours  a  month  (Jying 
a  twin-engine  Cessna  340  wearing  a  ma- 
roon blazer  with  a  pink  shirt,  alligator 
shoes  and  a  I'/a-carat  diamond  stickpin  in 
his  necktie. 

Hall,  now  46,  sells  computerized  navi- 
gation ecjuipinent  for  airplanes.  He 
works  for  little  ($3  million  sales)  Electro- 
sonics.  Inc.,  an  avionics  distributor 
headquartered  in  a  hangar  at  Columbus 
(Ohio)  International  Airport.  Hall's  job  is 
to  bring  in  aircraft  to  be  fitted  with  items 
like  Rockwell  International  Corp.'s  elec- 
tronic auto-pilot  system  priced  at 
$38,000.  "I  try  to  keep  the  poker  hot," 
drawls  the  wiry  Hall.  "If  a  customer  gets 
interested  I'm  on  him  like  white  on  rice. 
If  he  can't  bring  his  plane  in,  I'll  go  get 
it.  You  can't  take  any  chances  in  this 
business.  Suppose  he  crashes?  Suppose 
he  dies?" 

Hall  says  he  makes  90%  of  the  firm's 
sales,  averaging  about  $10,000  a  sale. 
For  this  he  doesn't  take  any  commis- 
sions. "The  government  would  just  take 
it.  "  Instead,  he  prefers  his  combination 
of  salary,  expenses  and  perks  totaling 


around  $100,000  a  year.  "1  don't  like  to 
nickel  and  dime — this  is  yours  and  this  is 
mine.  I've  got  my  expense  accounts.  I've 
got  enough.  I  just  like  to  outdo  myself 
every  day.  Go  like  the  wind.  Produce.  " 

When  he's  not  flying  on  a  sale  Hall  is 
on  the  telephone  cajoling  and  bargaining 
with  customers  in  his  Alabama  drawl,  all 
the  while  working  a  computerized  calcu- 
lator with  his  free  hand.  "You  don't  want 
that  machine,  "  he  tells  one  prospective 
buyer.  "It's  stjuirrelly,  man." 

He  took  flying  lessons  on  his  own 
when  he  was  16,  and  learned  his  elec- 
tronics as  a  Navy  enlisted  man.  In  1968 
after  he  put  out  feelers  for  a  job  as  pilot 
with  a  mercenary  army,  one  contact  mis- 
takenly called  Electrosonics  to  find  out 
who  he  was;  his  boss  didn't  know  much 
about  him  then,  but  when  he  found  out 
more  he  hired  Hall  himself 

Hall  is  divorced  and  lives  alone  with  a 
poodle  named  Papillon  in  a  168-year-old 
Columbus  farmhouse  that  he  refinished 
himself  room  by  room.  It's  filled  with 
expensive  antiques  and  Indian  artifacts 
he's  dug  up  in  Mexico.  Outside,  the 
house  is  surrounded  with  gardens  and 
trees:  boxwoods,  magnolias  and  hibiscus. 
Green-thumbed  Red  planted  them  to 
remind  him  of  the  South. 


Company  Man 


Jack  BiizziiiK'  (if  Bt)rg-\\  arncr  Corp.  s  Byron  Jackspn  division. 


iVionths  of  negotiations  and  confidence-building  for  a  $40  million  contract. 


■  His  grandfather,  an  Italian  immi- 
grant, sold  ice  off  the  back  of  a  horse- 
drawn  wagon.  His  father  sold  office 
equipment  in  New  York  City.  Today, 
John  A.  (Jack)  Bozzone,  39,  sells  nuclear 
coolant  pumps  for  the  Byron  Jackson 
division  of  Borg- Warner  Corp.  He  was 
trained  as  a  mechanical  engineer  at  New 
Jersey's  Stevens  Institute  of  Technology, 
but  he  switched  to  sales  in  1961.  Not 
only  was  the  money  better  in  sales  but, 
obviously,  Bozzone  also  had  salesman- 
ship in^his  veins. 

Operating  out  of  his  office  in  McLean, 
Va. ,  near  Washington,  D.C.,  Bozzone 
recently  was  instrumental  in  Borg- Warn- 
er's $40  million  sale  of  nuclear  coolant 
pumps  to  Babcock  &  Wilcox  Co.  Says 
Bozzone,  a  soft-spoken,  carefully  under- 
stated company  man,  "It  took  more  than 
Jack  Bozzone  being  a  supersalesman.  It 
took  marketing,  management,  the  engi- 
neering department — all  these  people 
helped  make  the  sale.  " 

He  doesn  t  work  on  commission,  so  his 
sales  coup  promises  no  windfall  this 
year.  But  with  salary  plus  an  incentive 
bonus,  he  will  probably  make  over 
$50,000  for  1978.  Says  Bozzone,  "The 
bonus  is  just  the  icing  on  the  cake.  That 
way  I  don't  have  to  worry  from  year  to 
year  how  much  my  income  will  be.  " 

Bozzone  thinks  he  could  sell  just  about 
anything,  but  he  prefers  the  challenge  of 
selling  industrial  products.  "It's  not  like 
an  encyclopedia  salesman.  You  can't  sell 
anybody  a  nuclear  pump  who  doesn't 
need  one.    A  transaction  takes  months  of 


negotiations,  in  which  Bozzone  works 
hard  to  develop  his  customer  s  confi- 
dence. "He  has  to  feel  that  Jack  Bozzone 
knows  what  he  is  doing.  " 

Bozzone  lives  with  his  wife,  Valerie, 
and  their  four  children  in  a  ranch-stv  ie, 
five-bedroom  house  in  Reston,  Va.,  just 
2.5  minutes  from  his  ofice.  On  weekends 
he  coaches  his  son's  soccer  team.  "I  don't 
like  to  push  the  kids,  "  he  says.  "But  I 
like  to  see  them  trying  their  best.  " 

During  a  stint  at  Byron  Jackson's  New 


York  office  from  1964  to  1973,  he  ran  for 
both  the  state  senate  and  the  assembly; 
he  lost  both  times.  Bozzone  says  the 
defeats  haven't  dampened  his  enthusi- 
asm for  holding  public  oflRce  one  day, 
but,  he  adds,  "It  was  an  awful  lot  to  go 
through,  and  not  win.  " 

His  next  step  at  Borg-Warner?  He 
ma\  get  a  crack  at  managing  six  district 
sales  offices.  The  big,  recent  sale  to  Bab- 
cock &  Wilcox,  he  admits,  hasn't  hurt  his 
chances  for  promotion. 
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Polygard  helps  prevent  baseball  helmets— as  well  as  telephones,  kids'  toys,  and  many  other  plastic  products— from  aging  and  shattering. 


IV  chemical  that  makes  tough  plastic  stay  tough- 
even  against  a  90  mph  baseball 


,Afhy  don't  plastic  helmets 
fw  shatter  when  they're  hit  by  a 
iseball?  Why  don't  plastic  toys 
reak  into  sharp  pieces  when 
lildren  bang  them  around?  One 
■  the  reasons:  a  Uniroyal  dis- 
)very  called  Polygard.  ^ 


)lygard  protects  all  sorts  of  plastics 
3m  the  ravages  of  oxygen. 
Oxygen— that  notorious  enemy  of 
etals— can  also  play  havoc  with  plas- 
s  in  a  way  more  insidious  than  rust, 
can  attack  the  chain  of  plastic  mole- 
les  causing  shatter-resistant  plastics 
shatter.  And  flexible  plastics  to 
come  cracked  and  brittle. 
But  Polygard  "imprisons"  oxygen 
jlecules  in  a  way  that  keeps  them 
j)m  doing  harm. 

Valuable  benefits 

I'lygard  is  one  of  a  family  of  chemi- 
jts  called  antioxidants.  While  there 
I  quite  a  few  of  these,  Polygard  was 
e  of  the  first— with  two  extremely 
luable  benefits. 


First,  it's  safe  when  used  in  food 
containers.  The  Food  and  Drug 
Administration  has  approved  it  for 
unrestricted  use  in  plastics  that  come 
in  contact  with  food. 

Second,  Polygard  is  one  of  the 
few  antioxidants  that  doesn't  discolor 
plastic. 

Polygard's  versatility  is  one  reason 
it's  used  in  making  over  one  billion 
pounds  of  plastic  each  year. 

Almost  1,400 
Uniroyal  discoveries 

Polygard  is  only  one  of  Uniroyal's  dis- 
coveries. We've  been  granted  almost 


How  Polygard  works.  A)  Model  represents 
chain  of  plastic  molecules.  B)  As  oxygen  acts 
on  plastic,  chain  breaks.  C)  Polygard  traps 
oxygen,  keeps  it  from  harming  chain. 


1 ,400  patents  in  the  past  17  years. 

Over  1,500  Uniroyal  scientists,  en- 
gineers and  technicians  are  at  work  in 
areas  as  different  as  aerodynamics  and 
agricultural  chemistry. 

These  scientists  have  not  only  dis- 
covered ways  to  cut  energy  consump- 
tion and  to  protect  crop  yields. 
They've  also  discovered  ways  to 
improve  all  kinds  of  products— from 
automobile  bumpers  to  life  jackets. 

Our  discoveries  have  paid  off  with 
substantial  sales  growth.  We're  a  com- 
pany with  assets  that  total  $1.6  billion 
these  days.  But  we  like  to  think  that 
our  biggest  asset  isn't  even  on  the 
balance  sheet. 

Our  urge  to  discover. 


For  product  information  or  for  cor- 
porate reports,  contact  John  T.  Wade, 
Oxford  Management  and  Research 
Center  E2-12,  Middle- 
bury,  Conn.  06749.  Or 
call(203)  573-2110. 


UNIROYAL 


chemical,  rubber  and  plastic  products  worldwide 


People  seldom 
think  of  an  everyday  bottle 
as  a  work  of  art 

Yet  in  its  own  way  it  is.  A  marvelous 
contrivance  of  sand  and  lime  and 
soda  ash.  The  same  ingredients  that  go 
into  a  windshield,  a  wine  glass,  an 
ornamental  lampshade.  Or  a  stained 
glass  window. 

Soda  ash,  the  chemical  which  makes 
it  possible  to  turn  sand  into  molten 
glass,  is  a  product  of  FMC.  Except  that 
FMC  long  ago  departed  from  the 
conventional  method  of  producing 
soda  ash  as  a  synthetic  material. 

FMC's  soda  ash  is  produced,  instead, 
from  a  natural  mineral  called  "trona" 
The  process  requires  less  energy  than 
the  manufacture  of  synthetic  soda  ash, 
and  thus  contributes  to  the  economy 
of  the  countless  glass  products  so 
convenient  and  essential  today. 

Yes,  those  everyday  bottles  and  jars 
and  jugs  are  so  familiar  and  plentiful 

-FMC 


that  we  take  them  for  granted.  Yet, 
they  truly  are  an  art  form  of  their  own  — 
a  miracle  of  chemistry,  providing 
the  finest  display  packages,  and  the 
best  protection  for  foods  and  beverages 
that  man  has  ever  devised. 

FMC,  as  the  world  s  largest  producer 
and  marketer  of  natural  soda  ash, 
helps  to  provide  the  many  advantages 
which  glass  containers  and  all  glass 
products  bring  to  you  and  your  family. 

Tell  us  your  needs.  FMC  serves 
worldwide  markets  for  food  and 
agricultural  machinery,  industrial  and 
agricultural  chemicals,  petroleum 
and  fluid  control  equipment,  material 
handling  and  construction 
equipment.  Write  FMC  Corporation, 
200  East  Randolph  Drive, 
Chicago  60601.  Or  call  800-621-4500 
(in  Illinois:  312-861-5900). 


The  Shy  Pitchman 


Vitamix  hauktr  Bill  fit// 


Throat  calluses  and  cheap  motels. 


■  W  ILLIAM  RtLF  was  a  Supervising  me- 
chanical engineer  working  on  Boeing 
Co.  s  747  program  in  Seattle  just  before 
he  got  laid  off  in  1970.  There  were  a  lot 
of  idds  around  then  with  c-oUege  degrees 
ajid  I  didn  t  have  one.  says  the  close- 
cropped,  paunchy  Relf.  now  54.  There 
was  onK  one  road  open  to  me:  sales.  But 
I  d  ne\  er  been  a  successful  salesman. 

Through  a  Mormon  church  friend  Bill 
Relf  landed  a  job  selUng  a  S225  ftH)d 
blender  called  \  itami.x.  made  by  Cleve- 
land-based \  ita  Mi.x  Corp.  He  sells  it  at 
state  fairs,  home  shows  and  c-onventions. 
It  s  a  pitchman  s  job.  spieling  all  da>  long 
to  a  passing  array  of  fairgoers.  some 
drunk,  most  disinterested.  Says  Relf. 
You  can  get  calluses  on  your  vocal 
L  herds  doing  this. 

But  Relf.  a  self-effacing.  low-ke\ed 
sort,  doesn  t  affect  the  pitchman  s  tell- 
Na-what-I  m-gonna-do  style.  "  I  m  not 
one  of  that  crowd,  he  sa\  s.  T  just  try  to 
show  people  wh>  they  need  one  of  these 
machines.  Relfs  softer  sell  is  a  folksy 
amalgam  of  food  and  cooking  advic-e 
I  my  goodness,  its  getting  so  \ou 
pa>  25  cents  for  an  orange  these  days 
.  .  .  )  combined  with  a  mechanical  engi- 
neer s  enthusiasm  for  his  product  (it 
makes  bread,  juices,  peanut  butter  with- 
out added  oil)   Tf  I  get  about  100  people 


out  there,  I'll  sell  two  or  three  of  them. 

In  the  17  davs  of  the  Los  .\ngeles 
Counts  Fair  last  month  Relf  sold  about 
500  machines.  Not  much  as  a  batting 
average;  the  fair  drew  1.5  million  peo- 
ple. Yet  last  year  in  just  128  selling  days 
throughout  the  country  (.plus  some 
wholesaling  done  through  his  S120.000 
Orem.  Utah  home)  Relf  netted  S70.000. 

\\  hen  a  fair  is  over  Relf  heads  home  to 
his  wife.  Diana,  and  the  two  of  their  si.x 
children  still  at  home  ^their  oldest  is  29* 
Or  he  takes  off  for  another  show.  "Aita 
Mix  pa\s  for  all  the  air  fare,  rents  the 
cars,  pays  for  the  fair  booths.  But  I  have 
to  pa\'  for  m\  own  room  and  board.  On 
the  road  he  favors  cut-rate  motels  and  he 
eats  what  he  prepares  at  his  stand. 

Relf  is  \'ita  Mi.x  senior  salesman,  with 
the  compan\  s  best  sales  record,  so  he 
gets  first  pick  at  upcoming  shows.  But  it 
isn  t  that  simple.  T  have  to  acxi-ept  a  large 
portion  of  the  shows  N'ita  Mix  offers  me 
or  ma>  be  I  wouldn  t  get  the  shows  I 
w  ant.  Some  of  the  show  s  are  not  so  good 
and  I  m  losing  time  with  my  famiK  . 

But  there  are  c-ompensations.  "When  I 
do  the  Home  Show  in  Seattle,  some  of 
my  old  friends  at  Boeing  c-ome  b\ .  I  see 
them  shaking  their  heads  and  thinking. 
"Poor  Bill.  ha\ing  to  do  this  for  a  living. 
They  have  no  idea  how  much  I  make. 


Damn  Yankee 


HoUingsu  orth  L-  Jackson's  ^u.  .    Mark  Schultz 

Up  from  a  Brooklyn  gas  station  to  a  $100,000  share  of  Houston's  riches. 


B  In  1974  BrookK  n-born  Mark  Schultz. 
then  26.  left  his  job  as  a  sales  engineer 
with  the  Trane  Co.  to  start  his  ow  n  busi- 
ness: convincing  retailers  to  use  discount 
coupons.  After  losing  his  life  s  savings — 
S35,000 — on  the  venture.  Schultz 
mounted  a  direct  mail  blitz  with  an 
elaborate  resume.  Within  a  month  and  a 
half  his  bra\  ura  I  m  the  maji  for  the  job 
campaign  caught  the  eye  of  HoUings- 
vvorth  &  Jackson  Corp..  a  Houston-based 
manufacturer  s  representative  for  indus- 
trial air-conditioning  equipment.  "They 
said  they  d  never  seen  anvthing  like  it. 
cliortles  the  loquacious  Schultz. 

At  first  he  was  given  a  list  of  dormant, 
big-name  accounts  to  resuscitate  The 
going  w  as  rough  at  the  beginning,  but  it 
has  been  worth  it.  Three  years  ago  my 
closure  rate  here  was  only  10%.  he 
recently  recalled.  Now  I  close  50%  of 
the  sales  I  attempt.  ^ 

Schultz  goes  for  pretty  big  game.  One 
recent  deal  he  closed  was  for  S3  miUion 
in  industrial  refrigeration  cooling  coils 
for  the  U  S  .\rmy  On  that.  Hollings- 
worth  6c  Jackson  s  share  will  be  about 
10%,  and  Schultz  gets  40%  of  that.  With 
sales  totaling  S4  million  already  written 
up  for  "every  tiling  fi-orn  thermometers  to 
heat  pumps  slated  for  debvery  within 
three  vears  Schultz  income  next  vear 
will  go  over  the  SIOO.OOO  mark  for' the 
first  time.  Instead  of  fiving  100%  above 
my  incoir.2,  he  joker.  I  U  liv?  cnly  20^ 
above  it. 

Schultz  d'^x]<   "iii«;tl'    ".iih  lars'^  '''il 


companies  that  have  purchasing  offices 
in  Houston.  Uke  .\ramco.  Saudi  .\rabia  s 
national  oil  company.  He  works  out  of 
the  S70.000  ranch-sty  le  suburban  house 
he  shares  with  his  wife.  Camae.  and  tv\o 
children,  aged  eight  and  five.  I  m  a 
night  person.  Schultz  ex-plains.  I  do 
my  best  work  bet^veen  10  p.m  and  6 
a.m. — my  best  thinking,  my  quotes,  my 
^^rrespcndence  - 

To  relax  and  to  keep  his  weight  dovsii. 
h'       '  '-egi^l.ar  visits  to  a  Houston  h\p- 


notist.  "When  I  first  arrived  in  Houston  I 
was  too  aggressive,  savs  Schultz.  "  Peo- 
ple called  me  a  "damn  Yankee  and  I  w  as 
losing  sales  that  way.  So  I  ve  toned  it 
down.  I  ve  even  learned  to  talk  slower. 

For  recreation  Schultz  likes  to  tinker 
with  old  cars  Uke  his  rebuilt  1971  Cadil- 
lac. M>  father  was  an  auto  mechanic, 
he  sa\  s.  "I  grew  up  in  a  gas  station  with  a 
potbelhed  stove  and  a  greasv  dog.  W  hy 
did  he  pick  a  sales  career?  States  Schultz 
flatly.  "For  the  big  bucks.  ■ 
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TIME  talks  to  the  many  worlds 
of  multinational  marketing. 

It's  not  just  one  big  simple  world  out  there,  but  many; 
and  you  can't  hope  to  advertise  effectively  to  all  of  them 
with  big  simple  broadside  advertising. 

What  you  need  is  precision  and  flexibility. 

And  the  best  place  for  that  is  TIME. 

There  are  160  international  editions  of  TIME.  Big 
broad-brush  editions  that  go  to  Europe,  Latin  America, 
Canada,  the  Pacific.  Other  editions  that  can  carry  your 
advertising  to  regions,  nations,  even  individual  cities. 
So  you  Cdin  put  your  international  advertising  precisely 
where  your  market  is. 

And  wherever  it  appears,  TIME  is  the  same 
influential  news  magazine  that's  read  each  week  by 
26,000,000  people  around  the  world. 

International  marketing  is  worlds  within  worlds, 
and  you  can  reach  all  of  them,  with  precision  and 
flexibility,  in  TIME. 

For  more  information,  call  Dave  Gibson,  U.S.  Area 
Director  for  the  International  Editions.  His  telephone 
number  is  (212)  556-4956. 


TIME:  the  news  magazine  for  the  internationally  minded, 


Miracle  on 

34th  Street. 


Miracles  often  happen  where  you  least  expect  them. 

Take  the  case  of  Sperry's  microwave  electronics  division  (on 
34th  Street,  Clearwater,  Florida). 

When  they  ordered  a  Xerox  9400  duplicator,  they  naturally 
expected  it  to  do  miraculous  things. 

After  all,  the  9400  turns  out  copies  at  the  incredible  speed  of  two 
pages  a  second. 

It  copies  on  both  sides  of  a  sheet  of  paper,  automatically. 

It  lets  you  feed  and  cycle  200  originals  at  a  time,  automatically 
And  collates,  automatically 

But  what  they  didn't  expect  was  that  so  many  different  people 
would  come  up  and  use  it  themselves. 

Writers  used  it  to  reproduce  manuals.  Secretaries  used  it  to  copy 
and  assemble  reports.  Managers  used  it  for  proposals  that  were  needed 
yesterday. 

Noticing  all  this  additional  productivity,  Sperry  management 
issued  a  decree: 

"Henceforth,  the  Xerox  9400  will  be  available  not  just  to  a  select 
few,  but  to  everyone  who  needs  high-quality  copies  in  a  hurry." 
To  which  we  can  only  add.  Amen. 


XEROX 


XEKOX®.HiJ  'MOll.in-  tr.idcni.uk>  ol  X£Rt)X  c;()Rl'C)UA  rK)N. 


Hello?  Good-bye! 

Champion  Spark  Plug's  Bob  Stranahan  doesn't  much 
like  talking  with  the  press.  With  good  reason? 


Robert  A.  StranahajN  Jr.  was  sur- 
prised and  a  bit  annoyed.  The  reclusive 
chairman  and  president  of  Champion 
Spark  Plug  Co.  had  just  picked  up  the 
wTong  phone  and  found  himself  talking 
to  a  Forbes  reporter  \\  ho  had  been  pur- 
suing him  for  days. 

"I've  got  someone  coming  in  here  with 
a  whole  bunch  of  people,"  Stranahan 
said,  seeking  to  terminate  the  encoun- 
ter, but  finally  consenting  to  a  brief  talk. 
They  keep  to  themselves  in  Toledo, 
Ohio  where  the  company  has  been  head- 
quartered since  shortly  after  Stranahan's 
father  and  uncle  developed  a  spark  plug 
in  1902.  Stranahan  rarely  talks  with  the 
press  though  his  $600  million  (sales) 
company  has  17,300  outside  sharehold- 
ers and  is  listed  on  the  \ew  York  Stock 
Exchange.  Its  9-person  board  has  onl\ 
two  outsiders  and  the  company  marches 
very  much  to  its  own  tune. 

But.  then,  who  s  to  say  nay?  After  all, 
Stranahan  and  his  family  own  38%  of  the 
38  million  shares.  Besides,  doesn't  the 
record  speak  for  itself?  The  company  has 
a  solid  40%  of  the  U.S.'  1 -billion-unit 
spark  plug  market.  It  has  $360  million  in 
stoc'kholders  equit\,  including  $47  mil- 
lion in  cash,  and  onl\  831  million  in  long- 
term  debt.  It  ranks  fourth  in  profitability 
out  of  19  companies  in  Forbes  auto- 
motive industr)  yardsticks,  with  an  18% 
return  on  equity  over  the  last  five  years. 

Trouble  is,  the  record  hasn  t  been  tell- 
ing such  a  good  stor\  lateK .  Champion's 
earnings  have  been  on  a  plateau  in  re- 
cent years.  Its  stock,  which  sold  at  20  in 
1973,  has  sawed  back  and  forth  beKveen 
9  and  14  for  two  years  now  and  currentK 
sells  for  only  about  eight  times  earnings. 

Things  look  better  this  year.  Why? 
Earnings  will  probabK  hit  a  record  $1.50 
a  share,  20  cents  better  than  last  year. 
And  Stranahan  has  opened  up  a  bit  late- 
ly. Last  month  he  actualK  sent  three 
subordinates  to  New  York  to  talk  to  secu- 
rity analysts.  Of  course,  he  didn't  go 
a|ong.  But  here  he  was  now — however 
unwillingly — talking  with  Forbes.  Even 
talking  about  Champion's  biggest  prob- 


lem: that  spark  plugs  may  be  a  product 
whose  time  has  come  and  gone.  Lead- 
free  gasoline  and  electronic  ignition  have 
alread\'  extended  the  life  of  a  spark  plug 
from  io.OOO'  miles  to  20.000  miles  and 
cut  U.S.  market  growth  to  1%.  This  is 
bad  for  Champion  because  it  sells  almost 
entirely  to  the  replacement  market;  the 
two  other  big  U.S.  manufacturers  sell 


Champion  s  Robert  A.  Stranahan 
A  neighborly  diversification. 

almost  half  their  plugs  as  original  equip- 
ment in  new  autos.  Down  the  road, 
moreover,  is  the  diesel,  which  uses  not  a 
spark  plug  but  a  "  glow  plug.  "  Champion 
makes  these  but  that  amounts  to  only  a 
minuscule  part  of  its  business. 

Stranahan  denied  the  diesel  engine  is 
a  major  threat:  "When  you  look  at  the 
percentages  of  them,  you  see  it's  still 
such  a  small  fraction  of  the  total  market. 
And  he  s  not  concerned  with  the  in- 
crease in  diesels  in  the  near  future. 

Champion  has  tried  diversification 
without  notable  success.  It  bought  a  Chi- 
cago equipment-testing  company  in  the 
Sixties  but  sold  it  after  ten  lackluster 
years.  It  bought  DeVilbiss  Co.,  a  maker 


of  spray-painting  ecjuipment  and  health- 
care products,  but  that  business  declined 
sharply  in  profitabilitx  between  1968  and 
1976.  Last  \ear  it  accounted  for  16%  of 
Champion  s  sales  but  only  4%  of  profits. 

Wh\  did  Champion  bu\  DeN'ilbiss? 
Stranahan's  answer:  ""We  didn't  want  a 
lot  of  products  in  the  automotive  market 
to  divert  our  attention  from  spark  plugs.  ' 
Besides,  DeVilbiss  head  was  a  personal 
friend;  the  managements  were  congenial 
to  each  other. 

More  recent!),  last  May,  Stranahan 
paid  S38  million  cash  for  Anderson  Co. ,  a 
maker  of  windshield  wipers,  apparently 
violating  his  own  dictum  against  getting 
into  other  automotive  products.  Wh\? 
Stranahan;  "  Thev're  people  prett\  much 
like  we  are — family-oriented  and  all. 
That's  really  the  reason.  "  At  any  rate. 
Champion  paid  plenb. :  18  times  earnings. 

The  reporter  was  eventualK  turned 
over  to  Champion's  treasurer,  Robert  J. 
Brotje  Jr.  Brotje  went  on  to  say  that 
Champion  s  biggest  growth  prospects 
now  lie  overseas,  where  sales  in  Europe, 
South  America,  and  the  Far  East  haven't 
slackened  due  to  unleaded  fuel  and  the 
decreasing  size  of  cars.  (It  has  85%  of  the 
British  market.)  Champion  is  alread>  in 
windshield  wipers  overseas.  Last  year  it 
bought  an  Italian  manufacturer,  Arman. 
So,  sa>  s  Brotje.  the  Anderson  acquisition 
makes  product  sense. 

Unless  the  world  s  weather  becomes 
unexpectedly  drier,  motorists  will,  pre- 
sumably, go  on  using  windshield  wipers. 
But  are  they  a  profitable  business;'  .An- 
derson, number  two  in  the  industn,, 
made  only  5%  on  its  S52  million  sales  last 
year.  But  Champion's  marketing  and 
manufacturing  efficiencies  should  im- 
prove performance. 

What  it  seems  to  add  up  to  is  this: 
Champion  has  the  cash,  the  credit  and  the 
cash  flow  to  diversify  before  its  basic 
business  atrophies,  but  until  recenth  it 
had  done  nothing  meaningful  about  diver- 
sification. Maybe  that's  why  Bob  Strana- 
han preferred  to  avoid  the  press.  He  really 
doesn't  have  much  to  talk  about  ■ 


166 


FORBES,  OCTOBER  16,  1978 


The  polar  bear  can '/  help 
being  endangered. 

You  can. 

For  years,  tha  polar  bear  has  been  hunted for  its 
trophy  value.  But  recently  it  has  been  further 
endangered  by  the  exploitation  of  the  natural 
resources  of  its  arctic  environment. 

You  shouldn't  have  to  be  the  victim  of  a  similar 
disaster.  You  can  improve  your  chances  of  survival, 
just  by  following  the  basic  principles  of  loss  control. 
And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

AllenrfaiR  Park  .Inhnstnn  Rhnrtp  Island  n?91  9 


The  Great  Port  War 

Nobody's  sure  who  the  winner  will  be,  but 
everyone  knows  the  loser  is  New  York. 


Five  years  ago,  Halifax,  Nova  Scotia 
was  a  sleepy  fishing  town  on  the  Atlantic 
seaboard,  the  center  of  Canada  s  Appala- 
chia.  Today  European-bound  goods  from 
active  shippers  like  Dow  (Jheinical  Co. 
and  Ford  Motor  (^o.  pass  through  Hali- 
fax, which  almost  overnight  has  become 
one  of  the  top  five  North  Atlantic  con- 
tainer ports — larger  than  well-known 
harbors  like  Boston  and  Philadelphia. 

Halifax  isn't  the  only  port  that  is  pros- 
pering. Down  the  coast,  Baltimore,  Md. 
and  Norfolk,  Va.  are  also  benefiting  from 
a  significant  change  in  the  shipping  pat- 
ferns  of  some  of  America's  largest  im- 
porters and  exporters.  Shippers 
are  taking  advantage  of  the  new 
flexibility  brought  by  containeri- 
zation  and  no  longer  rely  on  the 
Port  of  New  York  as  the  conduit 
for  American  trade  with  Europe. 
New  York  isn't  taking  these  new- 
comers lightl)'.  however,  but  is 
looking  to  Congress  for  assis- 
tance in  regaining  its  competi- 
tive foothold. 

The  cause  of  this  shift,  and  the 
prize  for  the  winner  in  this  port 
war,  is  traffic  originating  in,  or 
destined  for.  the  Midwest.  That 
area  \'ields  one-third  of  our  $57 
billion  of  trade  with  Europe: 
Michigan  and  Illinois  are  our 
second  and  third  largest  export- 
ing states.  Says  Lewis  Carter, 
assistant  vice-president  of  inter- 
national commerce  for  the  Nor- 
folk &  Western  Railway  Co. , 
which  services  the  Port  of  Nor- 
folk: "The  Midwest  is  the  market 
we're  all  reaching  for. 

And  the  Midwest  is  the  market  New 
York  is  losing.  Between  1958  and  1977, 
New  York's  share  of  North  Atlantic  gen- 
eral cargo  fell  from  62%  to  46%,  while 
Baltimore  s  jumped  from  12.5%  to  17% 
and  Norfolk's  almost  doubled,  6.5%  to 
12.5%.  Ohio-based  tire  companies  re- 
cently opted  for  Norfolk  over  New  York 
as  a  major  port  of  entry  for  their  raw 
rubber  from  Malaysia.  Illinois 
machinerymaker  Deere  &  Co.  has  been 
drifting  away  from  New  York  for  several 
years,  and  now  ranks  Baltimore  as  its 
number  one  harbor.  Chessie  System,  a 
major  rail  line  service,  reports  traffic  on 
its  Chicago-to-Baltimore  run  is  up  35% 
through  the  first  nine  months  of  1978 
over  the  same  period  in  1977.  Mean- 


while, 200  miles  up  the  coast  in  New 
York.  Conrail  s  vice  president  for  mar- 
keting, Richard  Steiner,  concedes,  "New 
York  is  losing  market  share." 

Containerization  is  the  ammunition 
which  the  ports  are  using  to  fight  the 
harbor  feud.  Prior  to  the  late  1960s, 
general  merchandise  cargo  was  shipped 
via  break-bulk,  where  longshoremen 
transferred  individual  packages  of  cargo 
between  rail  cars  and  ships.  Now,  using 
containerization,  this  freight — 50%  of  all 
general  cargo^ — travels  in  large  steel 
boxes.  Cranes  are  able  to  load  and  un- 
load a  container  vessel  in  20%  of  the  time 


The  harbor  at  Halifax,  Nova  Scotia 


This  once  quiet  ffisiiing  town  is  now  a  bustling  port. 


required  for  break-bulk  ships. 

The  technology  has  changed,  but  the 
shipping  rules  haven't,  and  that  s  what  is 
causing  the  new  traffic  patterns.  Histori- 
cally, ocean-shipping  rates  from  Europe 
to  U.S.  ports  from  Norfolk  north  to  Port- 
land, Me.  have  been  equal.  A  midwest 
manufacturer  shipping  to  Rotterdam  will 
pay  the  same  sea  costs,  whether  his 
freight  leaves  from  Norfolk  or  Boston.  To 
protect  their  individual  markets,  the  rail- 
roads also  eciualized  their  break-bulk  rail 
rates  from  the  Midwest  to  the  North 
Atlantic  ports.  Rail  rates  for  container- 
ized trafiic,  however,  and  rates  for 
trucks,  which  are  gaining  an  increasing 
share  of  business  from  the  railroads, 
aren't  equalized.  Instead,  they  are  set  on 
a  mileage  basis. 


That  gives  an  advantage  to  ports  like 
Baltimore,  which  are  closer  to  many  ma- 
jor midwest  markets  than  is  New  York.  To 
blunt  this  advantage,  Representative 
John  Murphy,  chairman  of  the  House 
Committee  on  -Merchant  .Marine  &  Fish- 
eries, is  pushing  legislation  to  expand  rate 
equalization  to  include  container  traffic 
from  the  .Midwest  to  North  Atlantic  ports. 
Since  the  Port  of  New  York  has  the  most 
frequent  ship  schedule,  the  New  York 
Democrat  thinks  rate  equalization  on 
containerized  trafiic  will  recoup  diverted 
cargo — and  provide  jobs  to  his  Brooklyn 
longshoremen  constituents.  He  main- 
tains that  since  Norfolk  is  not 
economically  penalized  for  being 
farther  from  London  than  New 
York  is.  New  York  shouldn't  be 
penalized  for  being  farther  from 
Cincinnati  than  Norfolk  is. 

Midwest  shippers  disagree. 
'Ecjualization  would  be  a  big 
mistake,  says  John  Clemens, 
manager  of  operations  services 
for  Michigan -based  Dow  Chemi- 
cal. "Why  should  the  inefficient 
rail  carriers  make  as  much  as  the 
efficient  ones'?"  IronicalK',  Con- 
rail,  a  big  beneficiarx  of  rate 
ecjualization,  opposes  Murph\  s 
plan.  The  government-backed 
railroad  is  the  major  line  feeding 
the  Port  of  New  York  and  also 
hauls  to  the  Port  of  Baltimore. 
"We  have  to  serve  all  the  ports, 
says  Conrail  s  Steiner.  "Let's  say 
the  rates  were  equalized.  If  par- 
ity were  achieved  based  on  the 
lower  Baltimore  rates,  we 
couldn't  serve  New  York  profitably.  If 
the  rates  were  equalized  on  the  higher 
New  York  level,  we  d  lose  more  market 
share  to  the  trucks. 

Moreover,  "the  Canadians  are  just 
waiting  for  us  to  equalize  rates  on  the 
high  side,  says  Chessie  Marketing  Vice 
President  Jerome  Krassenstein,  'so  they 
can  attract  more  U.S.  traffic.  Halifax 
boasts  it  is  two  sailing  days  closer  to 
northern  Europe  than  New  York,  and 
Canadian  railroads  can  price  more  flexi- 
bly than  U.S.  lines.  This  allows  a  Chica- 
go-based manufacturer  to  export  con- 
tainerized goods  north  through  Detroit, 
across  Canada,  out  of  Halifax  and  into 
London  at  a  20%  cost  savings.  That's  why 
the  Midwest-Halifax  route  is  growing 
20%  a  vear. 
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His  partner,  the  MBAytold  him 
MAI  would  increase  his  lAT. 


Vhen  Fred  Miller's  daughter  was 
arded  her  Master  of  Business  Admin- 
ation  degree,  Fred  awarded  her  a 
tnership  in  his  business. 
)ne  of  her  first  priorities  was  to  in- 
t  in  MAI'S  widely-acclaimed  Basic 
jr?'  System  200  business  computer. 
It's  the  computer  system,"  she  told 
d,  "that  automates  a  small  business 
ctly  like  a  big  business.  It  will  help 
jrow,  and  increase  our  income-after- 
,  iss.  What's  more,  it's  so  simple  to 


use,  just  about  anyone  in  the  office  can 
work  it." 

Simplifying  computer  technology  for 
all  businesses  —  large  and  small  —  is 
what's  making  MAI  grow. 

Our  remarkable  Wordstream'"''^  word 
processing  system  operates  with  push- 
button simplicity  to  revolutionize  the 
processing  of  business  communica- 
tions and  the  storage  and  retrieval  of 
information. 

Our  Sorbus  subsidiary,  thanks  to  in- 


novative and  simplified  techniques  for 
the  repair  and  maintenance  of  all  types 
of  data-processing  equipment,  has  be- 
come the  nation's  largest  third-party 
computer  service  network. 

If  you  would  like  to  know  more  about 
the  MAI  companies,  and  the  extent  of 
our  manufacturing,  sales  and  service 
operations  here  in  the  U.S.  and  in  over 
30  countries  overseas,  please  send  for 
our  Annual  Report  and  other  literature. 


It  takes  a  smart  company  to  make  computer  technology  simple. 


Management  Assistance  Inc 7300  East  44th  Street/New  York  NY  10017 

The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation   •  Sorbus  Inc. 
Wordstream  Corporation  •  Wordstream  Products  Corporation 


The  Sayings  of 
Chairman  Malcolm 

THE  CAPITALIST'S  ANSWER  TO 
CHAIRMAN  MAO'S  LITTLE  RED  BOOK 

oooooooooooooooooooooooooooooooooooooooooooooo 

Wit,  pith  and  wisdom  have  made  outspoken  CapitaHst 
Chairman  Malcolm  Forbes  one  of  our  most 
influential  individualists.  Every  other  week  in  his 
column,  this  insightful  multimillionaire  talks  to  almost 
two  million  regular  readers  of  the  enormously  successful 
magazine  that  bears  his  name,  Forbes, 
Here  in  one  small  volume  ( because  "brevity  is  the  font 
of  wisdom")  is  a  collection  of  Chairman  Malcolm's 
best  known  nuggets  -  5  30  of  them  -  appropriately 
bound  in  money  green.  A  few  samplings: 

•  The  ultimate  in  optimism:  Confidence  that  there  is  no  next  world. 

•  After  forty,  one's  face  begins  to  tell  more  than  one's  tongue. 

•  It's  more  fun  to  arrive  at  a  conclusion  than  to  justify  it. 

•  The  line  betxveen  idiosyncrasy  and  idiocy  is  Money. 

•  //  all  maidens  stayed  maidens  there'd  he  nobody  left. 

•  Souls  are  not  for  walking  on. 

These  perceptive  thoughts  will  brighten  your  days, 
stimulate  your  mind,  lift  up  your  spirits  and  add  sparkle 
to  your  conversation  for  a  long  time  to  come. 
Chairman  Malcolm  will  be  more  read  than  Mao's 
Little  Red. 


THE  SAYINGS  OF  CHAIRMAN  MALCOLM 
The  Capitalist's  Handbook 


But  even  domestically,  rate  equaliza- 
tion may  not  stop  the  shift  in  trafiic.  "If 
there  were  rate  equalization.  New  York 
would  still  be  our  last  choice,"  says 
Dow's  Clemens.  Why?  "You  can  equal- 
ize the  rates,  but  you  can't  equalize  the 
service,"  replies  Andrew  Evans,  market- 
ing manager  for  Sea  Containers  Group,  a 
major  container  lessor. 

Many  of  New  York's  problems  are  tied 
to  labor.  Members  of  the  International 
Longshoremen's  Association  are  paid  the 
same  at  each  Atlantic  port,  so  the  diflPer- 
ences  are  more  subtle.  "The  union  work 
rules  are  not  as  rigidly  enforced  in  other 
ports  as  in  New  York,  "  says  one  midwest 
transportation  manager.  "You  see  more 
concern  for  the  shipment  elsewhere.  " 
And,  despite  containerization,  overall 
productivity  hasn't  improved.  Between 
1974  and  1976,  general  cargo  tonnage  at 
the  port's  New  Jersey  operation,  where 
most  container  traffic  is  handled,  was 
slightly  off,  but  total  employment  rose 
from  5,400  to  7,800. 

Midwest  shippers  complain  about 
New  York's  congestion  but  invariably 
they  cite  Conrail's  service  as  the  biggest 
problem.  "I  admit  we've  had  problems,' 
says  Steiner  of  Conrail.  "During  the  last 
severe  winter  our  loading  power  was 
inadequate.  And  during  the  1977  East 
Coast  dock  strike,  we  tried  to  accelerate 
our  service  to  the  West,  but  we  got  an 
influx  of  freight  way  above  our  capacity, 
and  trying  to  provide  that  service  proved 
to  be  a  mistake.  Now  we're  making  im- 
provements. "  Conrail  has  imposed  pen- 
alties on  customers  who  fail  to  expedite 
cargo  through  the  terminals,  which  in- 
creasingly has  caused  backups.  It  raised 
the  parking  charges  on  detained  cargo, 
and  is  attempting  to  modernize  and  ex- 
pand its  equipment  for  handling  contain- 
erized traffic. 

Despite  such  progress  in  New  York, 
the  war  of  the  ports  will  only  grow  more 
intense.  The  Port  of  Halifax  has  two  con- 
tainer berths  working  near  full  capacity, 
is  building  a  third  and  plans  more  expan- 
sion. In  the  last  20  years,  the  Port  of 
Baltimore  has  spent  $125  million  on  con- 
struction and  by  the  mid-1980s  will 
spend  another  $75  million,  mostly  on 
container  facilities. 

All  that  activity  led  the  Interstate 
Commerce  Commission  in  July  to  cau- 
tion that  "unrestrained  port  competition 
may  result  in  excess  port  capacity.  "  But 
similar  warnings  have  had  no  impact  on 
limiting  harbor  development,  and  Rob- 
ert Wardwell  of  the  Maritime  Adminis- 
tration thinks  the  building,  and  the  bat- 
tle, will  continue:  "When  containeriza- 
tion began,  all  the  academicians  said  we 
needed  one  basic  container  center.  New 
York,  and  a  secondary  outlet,  Norfolk, 
farther  down  the  coast.  So  how  could 
ports  like  Baltimore  have  grown?  Be- 
cause they're  meeting  a  need  New  York 
can't.  It's  just  sheer  demand.  "  ■ 
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Hyatt 

If  this  won't  open  your  eyes 


our  alarm 
clock  will 


With  our  reliable  wake  up  calls 
and  this  timely  touch . . . you 
can  rest  easy. 

HYATT© 
HOTELS 


00-228-9000  Gets  you  Hyatt.  Worldwide.Toll  Free. 


call  your  travel  agent.  Ask  for  Hyatt  Hotels  Worldwide  Directory. 


We're  The  Northerners.  An  energy 
company  that's  making  things  happen. 

We've  joined  a  group  of  other  com- 
panies in  a  partnership  to  bring  natural 
gas  from  Alaskas  Prudhoe  Bay  to  the 
f\/lidwest.  And  we'll  help  build  the  U  S 
portion  of  the  pipeline. 

Our  Northern  Liquid  Fuels  people 
run  one  of  the  largest  propane  opera- 
tions in  the  nation,  serving  more  than 
200.000  rural  and  industrial  customers 


in  19  states 

Our  Northern  Petrochemical  marl 
team  has  pushed  PEAK*  antifreezi 
coolant  sales  to  a  new  high.  Keepj 
eyes  open  for  new  products  to  jGii[ 
the  PEAK*  line. 

Watch  The  Northerners  — 9.000 1 
and  women  strong.  Northern  Natuj 
Gas  Company  An  energy  compa| 
that's  making  things  happen 


Going  for  gas  in  AlasK 
Putting  energy  on  the  farij 
Boosting  Peak  antifreeze  sa[< 


Cylindrical  nephrite  vase  with  flaring  lip,  mounted  with  vari-colored  gold  swags  suspended  from  cahochon 
ruby  set  rings.  The  front  is  mounted  with  the  Russian  Imperial  double-headed  eagle  pav^-set  with  diamonds. 
By  Carl  Faherg^,  Jeweler  to  the  Czars  of  all  the  Russias.  From  The  Forbes  Magazine  Collection. 


Sixty  years  ago  the  first  issue  of 
Forbes  Magazine  was  published. 
To  mark  this  Diamond  Anniversary, 
Forbes  is  presenting  new  additions 
to  the  Forbes  Magazine  Collection 
of  Faberge. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business.  Today 
over  660,000  executives  subscribe 
to  Forbes.  An  additional  million 
read  every  issue. 


Circulation  and  advertising  are  at 
an  all-time  high.  And  still  growing. 
Forbes  Magazine  readers  don't  just 
own  American  business.  They  run  it. 

Forbes:  capitalist  tool 


A  Public  Broadcasting  (PBS )  scries  on  Fabergi'  including  many  pieces  from  The  FORBES  Magazine 
Cillcction  will  he  shown  Sundaij  evenings  after  Masterpiece  Theatre  beginning  October  22. 


A  Cliffhanger  For  The  Banks 

A  country,  unlike  a  company,  can't  go  bankrupt. 
So  the  pundits  say.  But  Peru  is  within  a  hairsbreadth. 


By  TAD  SZULC 

Companies  may  go  bankrupt,  but  can  a 
country?  The  big  private  commercial 
banks  of  the  world  certainly  hope  not. 
They  have  $50  billion  out  on  loan  to  the 
Monoil,  less-developed  countries,  and  a 
single  belly-up  among  these  sovereign 
borrowers  could  make  their  REIT  losses 
look  like  the  failure  of  a  candy  store. 

So  far,  the  banks  have  fended  off  the 
unthinkable  by  simply  rolling  over  the 
credits,  tacking  overdue  interest  onto 
the  principal  and  declaring  the  creditor 
solvent.  However,  they  had  a  close  call 
\\  ith  Peru,  which  this  summer  came  as 
close  to  bankruptcy  as  you  can  get  with- 
out slipping  over  the  line.  The  crisis  has 
been  postponed  in  this  copper-  and  oil- 
rich  mountainous  nation  of  16.8  million 
on  the  west  coast  of  South  America.  But 
Peru  may  yet  slip  over  the  brink. 

Struggling  with  the  problem — along 


with  many  others  economic,  political  and 
social — is  the  military  government  of 
President  Francisco  Morales  Bermudez, 
a  moderate  army  general  and  former  fi- 
nance minister  who  heads  a  populist- 
oriented  authoritarian  military  govern- 
ment that  has  ruled  Peru  since  1968. 

The  Peruvian  economic  nightmare 
reached  its  most  critical  point  in  mid- 
May  this  year.  Inflation  was  running  at 
an  annual  rate  of  120%.  By  September 
the  inflation  rate  would  be  down  to  70% 
The  country's  gross  domestic  product 
(GDP)  had  decreased  by  1.2%  in  1977— 
the  economy  was  actually  shrinking — and 
the  projection  for  1978  was  for  a  1.8% 
drop,  a  terrible  state  of  affairs  considering 
that  Peru  has  an  annual  birthrate  of  close 
to  3%.  The  official  unemployment  figure 
was  8%,  but  undcremploijment .  a  better 
indicator  of  what  was  happening  to  the 
labor  force,  ran  about  50%. 

Once-beautifiil  Lima,  the  capital,  has 


turned  seedy  and  dirty,  its  streets  filled 
with  thousands  of  amhulantes — ped- 
dlers— spreading  their  pathetic  wares  on 
the  sidewalks,  only  to  be  chased  away  by 
the  police.  Farm  production  was  barely 
growing  (poorly  conducted  land  reform 
and  bad  weather  had  conspired  to  pre- 
vent an  adequate  output),  which  meant 
there  simply  wasn't  enough  food.  In  Are- 
quipa,  Peru  s  second-largest  city,  An- 
dean llamas  were  slaughtered  for  meat. 

A  well-meaning  but  heavy-handed  at- 
tempt to  bring  about  social  justice  by  fiat 
has  created  an  economic  disaster. 

Peru's  new  minister  of  economy  & 
finance,  Javier  Silva  Ruete,  said  on  June 
14,  that  his  country's  foreign  exchange 
holdings  "were  almost  exhausted  while 
public  debt  payments  of  important  mag- 
nitude were  nearing.'  Over  50%  of 
Peru's  export  earnings  went  into  external 
debt  service.  In  the  first  week  of  July, 
$185  million  was  due  in  payments  to 


Russian  missiles  rumhlc  through  the  streets  of  Lima 


While  productivity,  confidence  and  the  price  of  copper  went  down,  military  purchases  went  up. 


Modern  banks  can  do  little  more  than  worry  about  their  loans  to  less- 
developed  countries.  It  used  to  be  easier.  Creditor-nations  not  only  sent  bill 
collectors,  but  sometimes  troops.  In  1902,  Kaiser  Wilhelm  proposed 
to  occupy  Venezuela,  then  deeply  in  debt  to  Germany  and  Britain.  But 
Theodore  Roosevelt,  invoking  the  Monroe  Doctrine  (above),  kept  the 
Germans  out.  In  the  1860s,  Napoleon  III  sought  to  protect  French  invest- 
ments by  installing  an  Austrian  archduke,  Maximilian,  as  "Emperor  of 
Mexico."  Maximilian  and  his  empress,  Charlotte,  rode  through  the  gates  of 
Vera  Cruz  in  1864  and  ruled  Mexico  for  almost  three  years.  He  was 
executed  in  1867  by  President  Benito  Juarez'  revolutionaries. 


private  foreign  banks  (Citibank,  Chase 
Manhattan,  Wells  Fargo,  Manufacturers 
Hanover,  Morgan  Guaranty,  Continen- 
tal of  Illinois,  Chemical  Bank  and  Bank 
of  America  were  the  chief  creditors),  and 
Peril  simply  didn't  have  the  cash  on  hand 
to  meet  this  deadline. 

Peru  no  longer  commanded  interna- 
tional credit  to  borrow  more  or  to  roll 
over  debt  payments  as  so  many  other 
countries  had  been  doing  as  routine. 


In  the  immediate  sense,  the  bankrupt- 
cy crisis  stemmed  from  the  collapse  oi  an 
agreement  with  the  International  Mone- 
tar\'  Fund  (IMF),  signed  the  previous 
November.  This  had  provided  for  an 
IMF  standby  credit  which  had  made  it 
possible  for  Peru  to  begin  to  negotiate  a 
$260  million  credit  with  major  foreign 
commercial  banks  for  the  anticipated 
balance-of-pa>  ments  deficit  in  1978. 

But  in  February  the  IMF  refused  to 


release  the  latest  installment  in  the 
standby  credit  and  the  private  package 
came  apart.  Peru  not  only  could  no  long- 
er service  its  external  debt,  but  it  faced 
the  danger  of  being  unable  to  import 
enough  for  its  needs. 

The  IMF  says  the  deal  collapsed  over 
the  interpretation  of  what  had  been 
agreed  in  November  1977.  The  IMF  felt 
Peru  was  not  living  up  to  its  commitment 
to  control  inflation.  The  Peruvians,  on 
the  other  hand,  took  the  view  the  fund 
was  demanding  anti-inflationary  mea- 
sures the  government  felt  it  couldn't  take 
for  political  reasons. 

But  the  roots  of  the  crisis  went  deep- 
er. The  previous  military  regime  (Gener- 
al Morales  took  over  in  1975)  had  initiat- 
ed deep  changes  in  the  Peruvian  social 
structure — most  of  them  needed  and 
probably  irreversible — to  improve  the 
country's  lopsided  distribution  of  wealth. 
These  triggered  runaway  inflation,  fall- 
ing productivity  and  loss  of  confidence 
by  the  private  sector  at  home  and 
abroad.  Meanwhile,  the  ruling  soldiers 
indulged  themselves  in  vast  military'  pur- 
chases the  country  couldn  t  afford,  in- 
cluding an  estimated  SI  billion  worth  of 
Soviet  r-55  tanks  and  SU-22  fighter- 
bombers.  Finally,  the  price  of  copper, 
Peru's  chief  export,  kept  falling. 

In  mid-May  1978  President  Morales 
brought  in  a  new  civilian  economic  min- 
isterial team  which  launched  new  anti- 
inflationary  measures,  the  seventh  since 
June  1975,  removing  government  subsi- 
dies on  foodstuffs,  petroleum  and  trans- 
portation. The  results  were  widespread 
riots  in  which  some  40  persons  were 
killed  (there  were  similar  riots  in  July 
1977).  In  total  desperation.  Finance 
Minister  Silva  Ruete  grabbed  the  tele- 
phone and  called  personal  friends  in  a 
dozen  foreign  governments.  He  needed 
money  at  once,  he  said,  to  meet  his 
approaching  debt  deadline  and  to  ac- 
f}uire  negotiating  leverage.  Within 
hours,  as  he  recounted  later,  he  had 
obtained  $86  million  from  Brazil,  Spain, 
Mexico,  Venezuela,  Argentina  and  the 
Dominican  Republic  v\ith  no  conditions 
and  "no  feasibilit\-  studies.  For  once,  it 
was  Third  World  countries,  not  the  ma- 
jor powers,  that  did  the  bailing  out. 

With  the  $86  million  in  hand,  Silva 
Ruete-  was  able  to  persuade  the  private 
banks  to  dela\'  the  JuK  debt  payment 
until  Jan.  3,  1979  and  to  reopen  negotia- 
tions with  the  IMF.  Between  July  and 
late  August  of  this  year,  Peru  was  able  to 
strike  a  new  deal  with  the  IMF  for  $300 
million  in  credits,  including  $80  million 
in  compensatory  payments  for  copper 
price  losses,  over  a  30-month  period  (the 
IMF  board  of  directors  approved  it  in 
mid-September).  The  arrangement  with 
the  fund  and  the  rollover  b\  the  private 
banks  helped  to  restore  a  certain  amount 
of  international  confidence  in  Peru,  and 
short-term  credit  again  became  available 
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to  the  Lima  regime. 

But  Peru  is  not  yet  out  of  the 
woods.  In  fact,  it  remains  caught 
in  an  awesome  dilemma.  Commit- 
ted to  a  return  to  democracy,  on 
June  15  the  government  held  free 
and  honest  elections  for  a  constitu- 
ent assembly.  The  social  demo- 
cratic opposition  APRA  party  won 
a  plurality,  and  the  extreme  left 
made  an  impressive  showing.  Un- 
fortunately, this  state  of  affairs 
may  render  it  more  difficult  for  the 
government  to  maintain  the  aus- 
terity measures  required  under 
the  IMF  stabilization  program. 

A  politically  motivated  strike 
paralyzed  copper  production  dur- 
ing five  weeks  in  August  and  Sep- 
tember. Plans  to  fire  15,000  civil 
servants  this  year  had  to  be  aban- 
doned in  mid-September  for  fear 
of  renewed  disturbances.  And 
there  is  always  the  fear  that  exces- 
sive political  agitation,  largely  re- 
sulting from  the  austerity  pro- 
gram, may  push  the  hard-line 
military  into  a  coup  ending  the 
democratic  experiment. 

Peruvian  cabinet  ministers  have 
made  the  point  in  recent  conversa- 
tions that  "if  you  Americans  are  so 
keen  on  seeing  democracy  re- 
stored in  Peru,  then  you  should 


{ 


Morales  taking  the  oath  of  ojfice 


Can  you  mix  austerity  and  democracy? 


help  us  out  of  our  crisis  economi- 
cally." This  argument  the  Carter 
Administration  takes  seriously. 
Plans  are  being  completed,  for  ex- 
ample, to  provide  Peru  with  as 
much  as  $300  million  in  additional 
aid  (on  top  of  the  current  $35  mil- 
lion) under  Public  Law  480,  which 
governs  extended  credit  terms  for 
U.S.  commodities  sold  to  foreign 
governments. 

At  the  same  time,  American  oil 
( ompanies  are  showing  interest  in 
sizable  investments  in  Peruvian 
petroleum  fields  and  an  effort  is 
being  made  by  Peru  to  expand  its 
copper  exports  even  though  there 
is  a  danger  that  the  U.S.  may  im- 
pose import  quotas  to  protect  do- 
mestic copper  producers. 

It's  a  common  dilemma 
throughout  the  poorer  countries: 
reconciling  political  realities  with 
economic  realities;  the  disparity' 
between  soaring  popular  expecta- 
tions and  the  ability  to  meet  them. 
To  help  keep  moderate  govern- 
ments in  power,  the  U.S.  and  the 
Western  World  in  general  may 
have  to  recognize  that  economic 
discipline  is  not  always  compatible 
with  political  stability.  But  this  is 
not  a  problem  that  bankers  or  fi- 
nance ministers  alone  can  solve.  ■ 


Businessmen  They  Are  Not 


Peru's  military  rulers  who  seized  power  in  1968  were 
well-meaning  but  totally  inexperienced  in  business  and 
economics.  It  was  as  if  a  pilot  trained  on  Piper  Cubs 
suddenly  took  the  controls  of  a  747.  If  that  was  not 
dangerous  enough,  the  new  pilots  ran  into  extremely 
rough  economic  weather. 

First,  the  land  reform— the  expropriation  of  huge  pro- 
ductive coastal  estates  and  the  setting  up  of  coopera- 
tives— resulted  in  the  curtailment  of  agrarian  production. 
Basically,  the  cooperatives  that  took  over  the  great  estates 
(especially  sugar  haciendas,  as  they  are  called)  were,  and 
remain,  poorly  run.  Land  that  is  privately  owned  under 
the  agrarian  reform  is  confined  to  properties  too  small  to 
produce  crops  economically  in  terms  of  national  food 
supply. 

So,  while  the  population  was  expanding  alarmingly, 
food  supply  was  not  growing.  Droughts  also  played  havoc 
with  Peruvian  agriculture.  As  a  result,  such  staple  crops  as 
rice  and  potatoes  have  dropped,  forcing  Peru  to  import 
more  from  abroad,  while  the  output  of  other  foodstuffs — 
corn,  for  example— has  remained  stationary.  Traditionally 
a  food  importer,  Peru  had  to  spend  more  to  buy  more 
from  other  countries. 

The  creation  of  "workers'  communities  under  a  profit- 
sharing  system  in  sectors  of  the  mining  and  fishing  fndus- 
tries  led  to  a  drop  of  production  in  these  areas  of  the 
economy.  The  concept  should  have  worked — it  gave 
workers  a  stake  in  the  enterprises  success— but  it  was  so 
badly  run  that  it  failed. 

Meanwhile,  the  land  reform  and  profit  sharing,  which 


were  hindering  rather  than  helping  production,  particu- 
larly under  the  late  General  Juan  Velasco,  also  fi-ightened 
the  private  sector,  leading  to  the  flight  of  capital,  disin- 
vestment and  a  consequent  slowdown  in  the  economy. 
The  construction  industry,  vital  in  Peru,  came  largely  to  a 
standstill;  for  one  thing,  little  credit  was  available  to  the 
private  housing  industry. 

Steep  wage  increases — which  are,  of  political  necessity, 
a  part  of  the  ongoing  social  reform — contributed  to  the 
runaway  inflation  as  salaries  no  longer  had  any  relation  to 
productivity.  Employment  in  the  public  sector  grew  im- 
mensely, creating  even  bigger  and  bigger  internal  budget 
deficits. 

Rapid  inflation  hurt  Peru's  exports  while  import  needs 
were  rising,  and  by  late  1975  Peru  had  serious  balance-of- 
payment  deficits.  The  regime's  refiisal  until  this  year  to 
devalue  the  currency  made  Peruvian  exports  less  competi- 
tive abroad. 

Besides  the  droughts,  there  was  a  precipitous  drop  in 
world  copper  prices — and  copper  is  Peru's  principal 
source  of  hard  currency.  The  schools  of  anchovies  off  Peru 
that  formed  the  basis  for  the  profitable  fish-meal  export 
industry  suddenly  disappeared.  And,  finally,  as  much  as 
$1  billion  may  have  been  spent  on  purchases  of  tanks  and 
combat  aircraft  fi-om  the  Soviet  Union  and  warships  from 
Western  Europe. 

Peru's  militarx'  leaders  apparently  thought  they  could 
run  the  ec-onomy  better  than  businessmen  and  politicians 
could.  Now  they  know  they  can't,  but  they  aren't  quite 
sure  what  to  do  about  it.  — ^T.  S. 
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Own  your  own  piece  of  the  Rockies! 


Five  years  ago  the  publishers  of  Forbes  Magazine  began 
offering  for  sale  a  portion  of  their  260-square-mile  Trinchera 
Ranch  in  five  acre  minimum  sections  called  Sangre  de  Cristo 
Ranches.  More  than  95%  of  that  land  has  been  purchased 
to  date.  Sangre's  success  exceeds  all  expectations. 
Fifteen  miles  northeast  of  that  area,  deep  in  the  heart  of 
Forbes  Trinchera  country,  is  a  spectacular  alpine  valley  of 
unsurpassing  beauty.  This  hidden  mountain  valley  was  once 

|i:he  hunting  ground  of  Indians  and  later  conquered  by 

Conquistadores.  It  remains  today  almost  as  it  was  when 

man  first  saw  it. 

We've  named  it  Forbes  Park. 

\nd  now  Forbes  Inc.,  through  its  subsidiary  Sangre  de  Cristo 
Ranches  Inc.,  is  inviting  people  who  have  a  special  appreci- 
ition  for  the  beauty  of  nature  and  who  want  more  out  of  life, 
0  acquire  a  homesite  in  this  unspoiled  mountain  valley. 


ilbtain  the  HUD  property  report  from  developer  and  read  it 
lefore  signing  anything.  HUD  neither  approves  tlie  merits 
f  the  offering  nor  the  value,  if  any,  of  the  property. 


Cash  prices  range  from  $3,500  to  $12,000.  Easy  credit  terms 
are  available. 

Forbes  Park  is  a  completely  private  area  surrounded  by  the 
San  Isabel  National  Forest  and  the  rangelands  of  the 
Trinchera  Ranch.  It  is  accessible  year-round  through  a  main 
gate  restricting  entrance  to  owners  and  their  guests.  Hunting 
is  not  permitted  here,  but  many  sports  including  fishing, 
cross-country  skiing,  boating,  swimming,  horseback  riding, 
tennis  and  mountain  climbing  will  be  available  in  the 
recreational  areas  of  the  vast  common  acreage. 

Starting  immediately,  you  may  purchase  one  or  more  acres 
for  a  mountain  homesite  where  you  will  share  with  your 
neighbors  the  exclusive  use  of  over  5,000  acres  of  common 
lands,  including  ponds,  streams,  woods,  meadows  and  other 
recreational  areas  set  aside  for  the  enjoyment  of  Forbes  Park 
land  owners  for  all  time. 

For  complete  information,  including  pictures,  maps,  and  full 
details  on  our  liberal  money-back  and  exchange  privileges, 
without  obligation,  please  fill  in  the  coupon  or  card  and  mail 
to:  Forbes  Park,  Box  303,  Fort  Garland,  Colorado  81133. 


"er  or  solicitation  in  those  states  where  the  properly  is  not  registered 


Development  of 
Sangre  de  Cristo  Ranches  Inc. 
Box  303,  Fort  Garland,  Colorado  81133 


Obtain  the  New  Jersey  Public  Report  and  Broker's  Release  from  the 
developer  or  New  Jersey  broker  and  read  it  before  signing  anything. 


-78-205    AD15618(a)    MI-77-36I    OAD-77  000337A 
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Name. 


Address. 
City  


-State. 


.Zip. 


Telephone . 


Preferences:  □  $3,500    □  $5,000    □  Higher 

A  statement  and  offering  statement  has  been  filed  with  the  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon 
the  merits  of  such  offering.  A  copy  of  the  offering  statement  is  avail- 
able, upon  request,  from  Sangre  de  Cristo  Ranches  Inc.  NYA77-432 


When  Marriott  does  it,  they  do  it  ri< 


The  Marriott  people  started  in  the 
restaurant  business  30  years  before  they  built 
their  first  hotel. 

So  they  tal<e  keen  pride  in  the  food  they 
serve  to  their  well-traveled  guests. 

Only  fresh  vegetables  are  used.  Only  the 


juiciest  steaks  and  roasts.  (The  businessma 
dictum^  "Head  for  a  Marriott  to  find  the 
best  steakhouse  in  town/'  has  a  basis: 
Marriott's  the  only  company  to  win  an  av 
from  the  American  Angus  Association!) 
As  a  final  cheeky  every  key  dish  at  evei 


t 


Behind  the  scenes  at  a  Marriott  Hotel  i 


uzes  his  creations. 


It  down  to  the  strawberry  cheesecake. 


3tt  IS  sampled— soup  to  cheesecake. 

his  passion  for  doing  things  right  extends 

^^hout  the  hotels^  from  spodess  rooms  to 

/  service.  No  wonder  Marriott  has  three 

more  4-star  hotels  than  any  other 

anv.  and  the  indusrrv  s  hiphe.sr  nrrnn;^nrv 


To  book  at  a  Marriott^  call  a  professional^ 
your  travel  agent.  Or  toll-free'^  800-228-92QQ. 


'Except  Hawaii.  Alask.) 


AVarriott  Hotels 

ALapuIco,  Amsterdam,  Atlanta,  Austin,  Baltimore,  Barbados,  Berkeley,  Blacksburg,  Boston,  Chicago,  Ctncmnati,  Cleve- 
land, Columbus.  Dallas,  Denver,  Detroit,  Ft  Wayne,  Houston.  Indianapolis,  Kansas  City,  Key  West  Lake  of  the  Ozarks, 
Lincolnshire.  Ill  ,  Los  Angeles,  Louisville,  Manna  del  Rey.  Miami,  Milwaukee,  Mmneapolii,,  New  Orleans,  Newport  Beach, 
New  York,  Orlando,  Philadelphia,  Pittsburgh,  Providence,  Rancho  Mirage,  Rpchester,  Saddle  Brook,  N  J  ,  St  Louis.  San- 


Faces  Behind  The  Figures 


Cached  Checks 

"When  you  come  back  from  a  trip,"  in- 
structs Karl  Maiden  from  your  televi- 
sion, "save  your  last  American  Express 
Travelers  Check.  Stick  it  in  your  wallet 
and  leave  it  there." 

He  goes  on  to  explain  that  the  last 
check  will  be  handy  for  emergencies. 


Karl  Mahlcti  for  Aiiu  rican  Express 


If  you've  got  it,  float  it. 

and  it's  safer  than  cash  because  it  can  be 
replaced  if  "lost  or  stolen.  "  A  good  idea? 
You  bet — and  at  least  as  good  for  Ameri- 
can Express  as  it  is  for  you. 

When  you  buy  a  travelers  check  from 
an  agent,  you  pay  a  1%  fee.  Part  of  it, 
about  $16  million  this  year,  will  find  its 
way  to  Am  Ex  coffers.  That's  not  where 
the  big  money  is,  however.  This  year, 
the  company  will  earn  about  $81  million 
from  the  float,  the  cash  Am  Ex  holds 
while  the  checks  are  burning  a  hole  in 
your  wallet. 

On  average,  a  travelers  check  remains 
uncashed  for  30  days.  If  this  ad  campaign 
is  successful,  that  average  should  in- 
crease, and  consequently  AmEx  will 
earn  more  of  the  so-called  "float  in- 
come. "  A  $50  check  held  in  your  wallet 
for  a  year  will  produce  at  least  $4  in 
income  for  American  Express. 

Says  a  company  spokesman,  "Where 
people  think  it's  meant  a  lot  of  money  for 
us,  it  hasn't  yet  covered  the  cost  of  the 
campaign.  Primarily,  we're  doing  it  as  a 
customer  service.' 

That  and  a  bit  more.  Interbank  (the 
Master  Charge  people)  and  Visa  are 
gearing  up  to  introduce  their  own  ver- 
sions of  travelers  checks.  Bank  of  Amer- 
ica, Citicorp,  Barclays  and  Thomas  Cook 
(among  others)  have  also  been  selling 
their  own  checks,  and  they're  starting  to 
resent  acting  as  agents  for  the  competi- 
tion as  well.  To  keep  its  network  of  out- 
side sellers,  American  Express  may  be 
forced  to  give  up  its  33%  cut  of  the 
agent's  fee. 

"Save  one,"  says  Maiden  in  the  con- 


elusion  of  the  ad,  'because  someday  it 
could  save  you.  "  And,  of  course,  the 
sponsor's  profit  margin. 


Sausage  Concept 

Dan  Evans,  chairman  of  $82  million 
(sales)  Bob  Evans  Farms,  thinks  of  him- 
self as  half  businessman,  half  farmer.  But 
that  50%  businessman  has  been  more 
than  enough.  One  share  of  stock  in  the 
Columbus,  Ohio-based  company,  pur- 
chased in  March  1974  for  $23.  would  be 
worth  about  $190  today,  but  for  five 
stock  splits. 

Bob  Evans  Farms  is  in  two  endeavors: 
sausages  and  family-style  restaurants. 
Both  are  usually  low-margin  businesses, 
but  Bob  Evans  earned  7%  (above  aver- 
age for  food  and  restaurants)  on  sales  of 
$23  million  for  the  first  quarter — up  29% 
from  that  period  last  year. 

The  Evans  operation  is  one  of  those 
just-plain-folks  things  that  turns  out  to 
be  the  product  of  a  shrewd  grasp  of 
marketing  opportunities.  Robert  Evans, 
60,  now  president  of  the  company,  was 
running  a  roadside  restaurant  in  Gallipo- 
hs,  Ohio  back  in  the  1940s.  He  wasn't 
happy  with  the  taste  of  the  sausage  he 
was  serving,  so  one  day  he  decided  to 
make  his  own,  using  an  old  family  formu- 
la. Folks  came  from  miles  around  to 
sample  Evans'  sausage. 

It  didn't  take  him  long  to  figvire  that  he 
ought  to  start  selling  sausage  over  the 
counter.  A  clever,  homespun  package  for 
the  sausage  came  next:  a  cellophane- 


Dan  Evans  of  Bob  Evans  Farms 


Down-home  style  pays  off  two  ways. 


lined  cloth  bag  with  a  drawstring,  some- 
thing that  could  be  reused  and  stay  m 
the  house  as  a  constant  reminder  of  the 
/dandy  taste  of  the  Evans  sausage. 

The  company  was  formed  in  19.53,  and 
three  years  later  cousin  Dan  came  in. 
Bob  Evans  went  public  in  1963,  though 
it  is  still  28%-owned  by  its  original  nine 
investors. 

Although  Bob  Evans  was  the  com- 
pany's founder,  Dan,  now  42,  is  CEO. 
Explains  Dan,  'Bob's  got  a  lot  of  person- 
ality, but  it's  the  day-to-day  business 
things,  like  the  accounting  and  conform- 
ing to  US  DA  standards  that  he's  not 
much  interested  in.  So  I  take  care  of 
them.  Bob  does  the  advertising  and  pub- 
lic communications.  He's  sort  of  the 
Colonel  Sanders  of  sausages." 

The  compan\'  still  uses  its  sausage  as  a 
merchandising  device.  Before  it  opens  a 
new  restaurant  in  a  market,  it  first  intro- 
duces its  sausages  through  local  retailers. 
Once  the  Bob  Evans  Farms  name  gets 
around,  the  company  opens  a  restaurant. 
It  now  has  40  of  these  folksy  red-and- 
white  breakfast-and-lunch  outlets,  and  it 
is  opening  new  ones  at  the  rate  of  ten  a 
year.  Restaurant  revenue  is  now  about  to 
pass  sausage  sales,  which  means  the  sys- 
tem of  using  sausage  as  the  bait  has 
worked  nicely.  Worked  nicely  with  the 
investor  folks,  too.  Bob  Evans  Farms 
sells  at  about  15  times  earnings  in  a  10 
times  earnings  stock  market. 


Little  Glass  Fortress 

Don  t  measure  William  M.  Davidson  by 
the  past  performance  of  his  Detroit  Pis- 
tons basketball  team.  Professional  sports 
ownership  tends  to  make  sophisticated 
business  people  look  like  amateurs.  A 
better  measure  of  the  man  is  the  wa\  he 
has  turned  Guardian  Industries,  Inc.,  a 
bankrupt  glass  fabricator  in  the  late 
1950s,  into  a  tid\'  competitor  with  Lib- 
be) -Owens-Ford,  PPG  and  Ford  Motor 
as  the  fourth  largest  U.S.  manufacturer  of 
float  glass  and  as  maybe  the  second  larg- 
est photofinisher  after  Eastman  Kodak. 

Ego  trips  and  tax  shelters  may  have 
obscured    the    .54-year-old  Davidson's 
judgment  in  basketball,  which  he  dis-  ff 
misses  as  a  hobby,  but  not  where  he 
makes  his  real  money. 

Last  month  Guardian  forecast  that  the 
company's  sales  for  1978  would  reach 
S205  million,  up  32%  from  1977.  with 
earnings  per  share  going  to  $2.75,  up 
only  23%  because  of  the  costs  of  acquir- 
ing GAF's  photofinishing  operations  and 
starting  up  a  new  float  glass  plant  in 
Kingsburg,  Calif  After  cleaning  up  the 
bankrupt  glass  outfit  and  merging  in  his 
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Thesoarit^cost 
of  health  care  fdians 

is  enot^  to  make  yott 
J&H  can  help  yott  cope. 


An  estimated  180,000,000  Americans  have  f  , 
iedical  coverage  through  their  employers.  K 

The  cost  of  many  of  these  plans  is  soaring 
Lrtually  out  of  sight.  ^  ^ 

But  there  are  effective  ways  to  contain  such  |\  «| 
creases.  Following  are  several  examples  of  how  S 
hnson  &  Higgins  is  helping  corporations  cope:  ' 

□  By  designing  medical  benefit  plans  that 
create  incentives  for  employees  to  avoid 
unnecessary  treatment. 

□  By  conducting  statistical  analyses  to  iden- 
tify adverse  trends  and  overutilization. 

□  By  teaming  with  insurers  and  other  third- 
party  providers  to  establish  realistic  cost 
control  techniques. 

□  By  assisting  employers  in  the  evaluation  of 
Health  Maintenance  Organizations. 

□  By  educating  employees  to  be  more  knowl- 
edgeable health  care  buyers. 
In  these  and  other  ways,  J&H  is  helping 

iployers  maintain  medical  plans  that  pay  for 
re  instead  of  carelessness. 

Find  out  more  about  how  we  can  help  you 
36  by  calling  your  nearest  J&H  office  today. 

ohnsoi^iggins 


le  private  insurance  broker /benefit  consultant. 
VSfe  answer  only  to  you. 


A  team  of  J&H  specialists  iii  medical  rare  pi-ot^raiii  liesif^ii  and  eust 
containment:  James  P.  Hdlegas,  Atlanta;  Walter  H.  Clemens, 
San  FYancisco;  James  W.  McDonald,  New  York; 
Richard  J.  Barksdale, Portland;  and  James  G.  Harlow,  New  York. 


^  i-.M  A. 


Faces  Behind  The  Figures 


William  M.  Davidson  of  Guardian 


Full  court  press  against  the  majors. 

photo  business,  Davidson  took  the  ctim- 
pan\  public  in  1968,  retaining  more  than 
40%  of  the  common  stock  with  other 
insiders  holding  another  '209c.  At  the 
same  time,  he  hired  a\va\'  Edward  R. 
Sczesn\'  from  Ford,  where  the  young 
technologist  had  directed  the  installation 
of  the  Pilkington  float  glass  process. 

Two  years  later.  Guardian  s  first  float 
plant  opened  at  Carleton,  Mich.  Since 
that  time,  the  compan\  has  moved  into 
tempering  operations  and  the  produc- 
tion of  mineral-w  ool  and  fiberglass  build- 
ing insulation. 

Meanwhile,  Davidson  has  moved 
Guardians  glass  business  away  from 
original  equipment  manufacturing  for 
the  auto  industry  and  heavily  into  archi- 
tectural glass  for  builders.  Davidson  con- 
cedes that  "building  glass  is  even  more 
cycHcal  than  the  auto  industn.'.  But  auto 
glass  is  so  dominated  b\  the  few  car-  and 
truckmakers  that  there  just  isn't  much 
opportunity  for  profits.  '  Better,  he  rea- 
sons, to  deal  with  fickle  customers  than 
tough  customers. 

An  accountant  and  lawyer  who  prac- 
ticed briefly  before  getting  into  the  busi- 
ness founded  b\  an  uncle.  Davidson  now 
lives  in  a  stunning  Edward  Durrell  Stone 
house,  complete  with  an  indoor  basket- 
ball court,  and  has  been  known  to  com- 
mute around  the  Detroit  area  in  a  jet 
helicopter.  Despite  the  flamboyance  of 
his  personal  life,  Davidson  operates  out 
of  offices  that  look  more  like  just  another 
Detroit  tool-and-die  shop  than  "world 
headquarters'  for  an  aggressive  outfit 
that  steals  top  talent  fi"om  the  likes  of 
Ford  Motor  Co. 


Top  100 

During  World  War  II,  Ragan  Henr\  s 
father  moved  from  his  sharecropper's 
plot  in  rural  Sadiesville,  Ky.  and  settled 
his  family  in  Hamilton,  Ohio,  near  the 
defense  plant  where  he  helped  make 
submarine  engines. 

"It's  just  coincidence  that  I  own  the 
Hamilton  radio  station,*  insists  Ragan 
Henry,  now  44.  T  didn  t  plan  it  that  way 
or  buy  it  for  sentimental  reasons.  " 

With  Henr\,  there's  little  room  for 
sentiment.  He  is  president  of  Broadcast 
Enterprises  \etv\ork,  the  largest  minor- 
ity-controlled broadcast  company  in  the 
country  and  will  be  the  first  to  own  a 
\  HF  television  station  in  a  top-100  ur- 
ban market. 

When  WHEC-T\'  in  Rochester,  N.Y. 
became  available  because  of  the  pro- 
posed merger  of  Gannett  and  Combined 
Communications,  Henry  made  a  bid. 
(The  merged  company  would  have 
ow  ned  one  more  VHF  television  station 
than  the  FCC  maximum  of  five.) 

"I  look  at  WH EC-TV  the  same  way  I 
saw  our  first  radio  station,  as  a  flagship 
station,'  sa\s  the  graduate  of  Harvard 
College  and  Law  School.  "We  needed  a 
situation  where  we  could  get  some  ex- 
pertise— I  m  not  an  experienced  televi- 
sion broadcaster.  HopefulK,  we'll  be 
able  to  use  the  people  there  as  a  nucleus 


Raaan  Henry  of  Broadcast  Enterprises 


Finally  getting  the  big  picture. 


for  building  something  meaningful.' 

It  wasn't  only  the  FCC  restriction  that 
gave  Henry  access  to  the  $27  million 
CBS  network  affiliate;  the  IRS  had  a 
hand  in  it  too.  "The  minority  ownership 
policy  gives  a  business  a  tax  advantage 
for  selling  broadcast  properties  to  a  mi- 
nority-controlled company,  "  he  says. 
"Frankly  there  aren't  a  lot  of  minority- 
controlled  companies  that  could  handle 
such  a  sizable  transaction.  "  Henry  was 
able  to  to  do  it  with  a  big  loan  from 
Chase  Manhattan  Bank. 

Broadcast  Enterprises  owns  five  radio 
stations  and  a  piece  of  a  sixth.  The  com- 
pany, begun  in  1974,  is  about  to  buy  two 
more  radio  stations,  one  in  Miami  and 
another  in  Manchester,  Ga. ,  once  the 
FCC  approves  the  transfer. 

"Were  interested  in  other  top-100 
television  markets,"  Henry  says,  "but  in 
television,  you  don't  have  much  choice 
because  so  few  of  them  go  up  for  sale, 
and  there  are  lots  of  buy  ers  for  each  one 
that  becomes  available. 

When  he's  not  acquiring  broadcast 
properties  for  his  burgeoning  empire, 
Henry  is  a  full  partner  in  a  law  firm  in 
Philadelphia. 


Muscle  Man 

Arthur  A.  Jones  is  a  competitive  fellow, 
so  much  so,  in  fact,  that  here  is  what  he 
says  about  critics  of  his  products:  "How 
come  none  of  them  want  to  come  down 
here  and  fist-fight  me? "  That's  not  hard 
to  answ  er,  considering  that  Jones  invents 
and  manufactures — and  works  out  on — 
muscle-building  machines.  You  might 
not  expect  that  there  would  be  critics  in 
this  field,  but  the  exercise  and  health 
club  industry  is  big  bucks  these  days 
(Forbes,  Oct.  2),  and  every  Nautilus 
Time  Machine  that  sells  to  a  gym  or 
health  club  means  SI. 600  or  so  goes  to 
Jones  Lake  Helen,  Fla.  outfit  instead  of 
to  some  barbell  maker. 

The  gristly,  mustachioed  former  jack- 
of-all-trades  owns  Nautilus  Sports/Medi- 
cal Industries,  a  private  company  ship- 
ping at  the  rate  of  S20  million  a  year, 
from  which  it  probably  nets  something 
better  than  SI  million.  Nautilus  makes  a 
series  of  machines.  There's  one  for  build- 
ing biceps,  another  for  strengthening 
thighs  and  so  on.  For  the  most  part  they 
look  something  like  a  dentist's  chair  com- 
bined with  a  primitive  flying  machine. 
And  they  are  used  in  hospitals  for  ortho- 
pedic therapy  as  well  as  in  gyms  for 
muscle  building. 

Tough-talking  Jones  says  he  started 
developing  his  machines  30  years  ago  in 
the  back  room  of  the  YMCA  in  Tulsa, 
Okla.  because  he  was  convinced  there 
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In  the  world  of  European  finance, 
he  Pyramid  is  structured  to  handle  any  need. 


limited  to  just  our  European  network. 

Wherever  you  see  the  Bankers  Trust  Pyramid,  you're 
deaHng  with  a  full  service  bank  in  the  fullest  sense  of  the 
word,  with  the  capacitv  to  raise,  lend  and 


manage 


a  rewarding  ^ 


doing  business 


As  our  symbol  suggests.  Bankers  Trust  can  rise  to 
-  t  even  the  most  demanding  requirements  in  Euro- 

i n  markets. 
iWith  a  comprehensive  range  of  commercial  and 
"Sstment  banking  services  for  both  local  and  intema- 
al  needs. 

For  this  purpose,  we've  established  a  network  of 
iches,  subsidiaries,  affiliates  and  representative 
:es  in  ten  European  countries.  Making  us  better  able 
erve  the  needs  of  both  corporate  and  financial 
itutions. 

And  we  will  treat  those  needs  with  the  kind  of 
essionalism.  expertise  and  personalized  service  that 
made  Bankers  Trust  stand  out  in  key  financial  cities 
urope. 

Of  course,  this  high  standard  of  performance  is  not 

280  Park  Avenue.  New  York.  NY.  10017 
International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston,  Los  Angeles  and  Miami, 
seas  Branches:  LONDON,  BIRMINGHAM,  MILAN,  PARIS,  TOKYO,  SINGAPORE,  NASSAU,  PANAMA  CITY  and  BAHRAIN. 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

■)er  Federal  Deposit  Insurance  Corporation  ©Bankers  Trust  C'ompan\ 


capacity  to  raise 
money  worldwide. 

Wherever  financial  needs  arise, 
with  the  Pyramid  can  be 
experience. 

Whether  it  is  in  Amsterdam,  Antwerp, 
Athens,  Birmingham,  Brussels,  Copen- 
hagen. Dusseldorf.  Frankfurt,  Ghent, 
Hamburg,  Liege.  London,  Madrid,  Man- 
chester, Milan,  Munich,  Paris,  Rome  or   

Zurich.   

BankersTrust  Company 


Faces  Behind  The  Figures 


Inventor-entrepreneur  Arthur  A.  Jones 
His  Nautilus  machines  are  "soclco." 

was  something  wrong  with  barbells. 
"They  don't  provide  resistance  in  the  full 
range  of  motion,'  he  says.  "It's  like  you 
invented  the  wheel  and  built  a  car,  but  it 
didn't  occur  to  you  that  you  were  going 
to  have  to  steer  the  son-of-a-bitch.  "  He 
wraps  up  his  ease  with  a  detailed  expla- 
nation of  the  technology  of  muscle  build- 
ing that  would  tax  the  resources  of  a 
physiologist,  which  he  is  not. 

His  explanation  plus  his  pugnacious 
nature  have  made  Jones  and  his  Nautilus 
machines  subjects  of  considerable  con- 
troversy in  the  burgeoning  community  of 
sports  trainers  and  scholastic  physiolo- 
gists. For  every  critic  who  says  that 
Jones  "doesn't  know  what  he's  talking 
about,  "  Jones  can  muster  a  big-name 
athlete  who  says  something  about  "the 
new  lease  on  life  he  got  from  Nautilus. 

Right  now  Jones  is  working  on  what  he 
calls  a  "mind-boggling'  research  facility 
that  will  produce  100,000  videotapes 
next  yeai"  to  show  the  grunt-and-groan 
world  that  "we're  flying  jets  while 
they're  still  driving  oxcarts.  " 

Design  For  Money 

Back  in  the  days  when  Litton  Industries 
was  sucking  up  companies  like  a  vacuum 
cleaner,  one  of  its  minor  acquisitions  was 
an  outfit  that  s  now  called  Saphier 
Lerner  Schindler  Environetics,  Inc. 
Don't  be  awed.  Environetics  is  just  a 
pretentious  name  for  what  ordinary  folk 
call  interior  design.  At  the  time  of  the 
acquisition,  in  1967,  Litton's  stock  was 
going  for  102  and  the  owners  of  SLS  sold 
themselves  to  the  synergy  factory  for 
$1.5  million  of  Litton  stock  and  cash. 

That  wonderRil  Litton  currency  edged 
up  to  around  120  and  then  came  tum- 
bling down,  at  one  point  to  as  little  as 
2'/2.  For  a  while  at  least,  says  SLS  Presi- 
dent Lawrence  Lerner,  55,  the  deal  paid 


oft  despite  the  dreary  discounting  ,of  the 
stock  in  the  market.  What  had  appealed 
to  Lerner — aside  from  the  prospect  of 
getting  rich  from  Litton's  unreal  price/ 
earnings  ratio — was  Litton's  use  of  com- 
puter technology  in  the  early  1960s. 

"We  saw  it  as  a  way  for  a  company  like 
ours  that  couldn't  afibrd  computer  tech- 
nology to  exploit  that  technology,"  says 
the  Brooklyn  College-trained  industrial 
designer.  Litton  got  a  substantial  service 
business — $12  million  or  so  annually  in 
fees — and  Lerner  and  his  partners  got 
access  to  methodology  that  has  enabled 
them  to  do  work  on  a  scale  and  at  a  speed 
they  never  could  have  touched  with  con- 
ventional methods.  For  instance,  when 
Sears  came  to  them  and  asked  them  to 
design  the  interiors  of  the  mammoth 
Sears  Tower,  Chicago's  and  the  world's 
tallest  building,  says  Lerner,  "We  did  all 
the  working  -drawings  with  computers. 
We  d  have  had  to  have  an  aircraft  hangar 
full  of  draftsmen  to  do  it  the  old  way  in 
the  time  we  had.  That's  how  Mother 
Litton  helped  us  in  those  first  five  years 
we  were  with  them.  " 

But  in  1972,  SLS'  people  decided 
they'd  like  to  go  back  in  business  for 
themselves  some  day,  so  they  bought  an 
option  to  take  back  their  company.  It 
took  another  five  years  to  find  the  money 
to  exercise  the  option.  When  Lerner 
offered  to  trade  back  the  stock  Litton  had 
paid  for  SLS,  he  was  told,  "That's  a 
beginning.  "  The  company  finally  bor- 
rowed the  rest  of  the  price. 

The  company  Lerner  and  his  associ- 
ates bought  back  was  better  than  the  one 


they  sold.  When  Litton  made  the  actjui- 
sition  in  1967,  SLS  was  doing  only  about 
$12  million  a  year.  During  the  ten  years 
it  was  owned  by  the  conglomerate,  the 
design  company  increased  its  volume  to 
around  $30  million.  But  in  the  18  months 
since  it  has  been  on  its  own  again,  vol- 
ume has  just  about  doubled,  and  SLS  is 
probably  the  biggest  outfit  in  its  field 
these  days.  How  about  that  for  entrepre- 
neurial drive  turned  loose? 

No  Mumbling 

The  handing  over  of  power  at  Borden, 
Inc.  is  going  to  be  neat  this  time.  There 
won't  be  any  mumbling  behind  the  arras 
about  an  "outsider "  from  the  chemicals 
division  moving  to  the  CEO  s  job,  as 
there  was  when  Augustine  R.  Marusi 
took  over  back  in  1967.  The  reason  is 
this:  When  Gus  Marusi  turns  65  on  Nov. 
30,  he  isn't  going  to  retire  at  all.  Instead 
there's  going  to  begin  "a  year  of  transi- 
tion "  during  which  he  will  keep  the  jobs 
of  chairman  and  CEO  while  his  hand- 
picked  successor,  another  chemicals 
man,  Eugene  J.  Sullivan,  Borden's  presi- 
dent, gets  up  to  speed  for  the  transfer. 

If  that  sounds  to  you  like  nothing  is 
going  to  happen  at  Borden's  Columbus, 
Ohio  headquarters,  that's  beside  the 
point,  which  is  this:  Marusi  wants  to  stay 
on  the  job  another  year,  so  the  board 
made  an  exception  to  the  retirement 
rule.  But  more  important,  Marusi  has 
foreclosed  any  prospect  that  the  dair\ 
and  packaged-goods  people  will  take 
over  the  palace  again. 


Lawrence  Lerner  of  SLS 


Bacic  in  their  own  back  yard. 


Augustine  R.  Marusi  of  Borden 
Hanging  on  in  a  "year  of  transition." 


Ji 
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Old  Soldiers  Never  .  .  . 

Automakers  tend  to  turn  to  their  com- 
petitors in  times  of  trouble.  Chrysler 
recently  sold  its  troubled  European  busi- 
ness to  Peugeot-Citroen,  the  French  au- 
tomaker. Number  three  also  has  a  work- 
ing agreement  with  Japan's  Mitsubishi 
Motor  Corp.  American  Motors  has 
sought  refuge  with  Renault,  also  French, 
but  it  didn't  have  to  be  that  way. 

Back  in  the  mid-1950s,  George  Ma- 
son, head  of  Nash-Kelvinator,  brought 
Nash  and  Hudson  together  to  merge 
with  a  Studebaker-Packard  combine  put 
together  by  James  J.  Nance. 

"The  plan  was  to  merge  the  four  inde- 
pendents, but  after  we  got  through  the 
first  stage,"  says  Nance,  then  president 
of  Studebaker-Packard,  'George  Mason 
died.  He  was  succeeded  by  George 
Romney  and  there  were  no  further 
merger  discussions.  " 

Now  78,  Nance  is  a  one-man  argument 
against  mandatory  retirement  ages.  T'm 
sure  I  can't  be  idle,  he  says  in  his  raspy 
growl.  He  hasn't  been.  Just  three  months 
ago  he  completed  a  ten-year  stint  running 
Cleveland-based  First  Union  Real  Estate 
Investments,  which  neither  missed  nor 


James  J.  Nance 


StudebakerPackardNashHudson  Co. 


reduced  dividends  during  the  REIT 
crunch  in  the  early  1970s. 

"In  construction  loans,  "  he  says,  "  the 
bank,  with  a  two-point  advantage  [on 
interest]  was  obviously  going  to  get  the 
good  deals.  The  only  way  to  avoid  your 
loans  going  bad  is  not  to  make  them  in 
the  first  place.  "  Instead,  Nance  took 
loans  only  on  those  properties  he'd  want 
to  own  if  it  came  to  that. 

Born  in  Ironton,  Ohio,  Nance  graduat- 
ed in  1923  from  Ohio  Wesleyan  Univer- 
sity, where  he  played  football.  Before 
taking  over  the  Packard  reins  in  1952,  he 
worked  at  National  Cash  Register,  Frigi- 
daire.  Zenith  and  Hotpoint. 

Nance's  new  "five-year  plan  "  is  to 
work  as  a  consultant  to  chief  executives. 
'"I'm  more  interested  in  what  you  could 
call  personal  consulting  than  in  being  an 
adviser  to  the  board  of  directors.  The 
chief  executive  is  a  lonely  guy.  It's  hard 
for  him  to  get  an  objective  viewpoint 
even  from  his  own  people.  " 


Peace  Treaty 

Ninety-eight  years  ago  the  state  of 
Rhode  Island  passed  a  law  declaring  that 
there  were  no  more  Narragansett  Indi- 


^  ^J^^  /^Ttiats  a  Butler  building?^ 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it.  , 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co;, 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141  Wiis 


Faces  Behind  The  Figures 


ans.  Neither  Eric  S.  Thomas  nor  the 
3,500  other  tribe  members  were  con- 
vinced. "It  got  to  the  point  where  you 
not  only  weren't  what  you  were,  "  says 
Thomas,  "but  if  you  told  people  you 
were  an  Indian,  you'd  be  accused  of 
pretending. 

That  was  one  of  the  reasons  the  29- 
year-old  firebrand  served  as  coordinator 
of  the  efforts  of  his  tribe  to  regain  tribal 
lands  in  Rhode  Island.  All  that's  over 
now  for  Thomas  and  the  rest  of  the  Nar- 
ragansetts.  Last  month,  after  a  three- 
year  battle.  Congress  finally  passed  a  bill 
returning  1,900  acres  of  onetime  tribal 
land  to  the  Indians. 

This  solution  to  the  Narragansett 
claims  is  being  studied  by  real  estate 
people,  lawyers  and,  of  course,  politi- 
cians as  a  way  of  settling  other  pending 
Indian  land  claims.  Right  now  there  are 
some  20  such  claims  from  tribes  from 
Maine  to  Louisiana  involving  more  than 
11  million  acres.  Until  they  re  cleared, 
titles  to  all  the  disputed  lands  remain 
under  a  cloud. 

"The  state  contributed  half  the  prop- 
erty, "  explains  Thomas,  "and  the  private 
defendants  in  our  suit  agreed  to  sell 
some  of  their  property.  "  These  land  pur- 
chases will  be  paid  for  by  $3.5  million  of 
federal  fluids. 

Even  so,  being  a  native  American  is 
not  without  its  problems,  especially  in 
the  Northeast.  ""We  even  have  a  problem 
with  western  Indians,'  says  Thomas. 
"  They  don't  think  eastern  Indians  exist. 
But  they  ve  been  carrying  the  ball  for  all 
of  us  for  50  years — that's  another  reason 

Eric  S.  Thomas  of  the  Narragansett  Indians 


I'm  glad  this  went  through." 

After  high  school,  Thomas  was  oflered 
a  scholarship  to  the  Rhode  Island  School 
of  Design,  Jiut  declined  it.  ""They  d  of- 
fered me  a  black  scholarship.  I  certainly 
would  have  liked  to  have  go!ie,  "  he  says, 
"  but  it  was  time  to  stand  up  and  be 
counted.  " 

Thomas  is  married  and  has  eight  chil- 
dren and  seven  grandchildren.  Six  of  the 
children  were  his  wife's  from  a  prior 
marriage.  One  is  even  older  than  he. 

"Traditionally,  you  married  because  of 
feeling,  not  age,  "  he  says.  "Usually,  you 
married  an  older  woman  first,  and  youn- 
ger women  afterward.  Ours  is  not  a  sin- 
gle-family tradition.  You  have  a  multi- 
tude of  families — three  wives  if  you  can 
afford  it.  '  Now,  maybe  he  can. 

Biting  The  Hand 

How  s  this  for  gratitude'r"  Paul  H.  Guzzi, 
Massachusetts'  secretary  of  state,  twice 
rescues  gullible  citizens  from  fleecings 
by  hustlers,  but  when  he  runs  for  the 
Democratic  nomination  for  U.S.  Senate, 
the  ingrates  choose  someone  else  to  run 
against  incumbent  Republican  Senator 
Edward  Brooke. 

At  36,  however,  the  onetime  Harvard 
quarterback's  career  is  hardly  over.  And 
it's  not  as  if  he  isn't  used  to  switching 
fields.  When  he  didn't  make  it  as  a  quar- 
terback, he  switched  to  defensive  back- 
field  and  made  all-Ivy  and  all- East  teams 
in  the  early  1960s.  After  a  stint  as  a  high 
school  history  teacher  and  football  coach, 
he  switched  to  a  management  job  at 


Getting  Congress  to  restore  their  ancestral  ground. 


ILL 


Paul  H.  Guzzi  of  Massachusetts 
Cooling  off  the  boiler  rooms. 

Digital  Equipment  Corp.  and  later  to 
politics  as  a  state  legislator  for  four  years. 
In  1974  the  Newton,  Mass.  native  was 
elected  secretary  of  state. 

Last  year  Guzzi  and  his  staff  moved 
against  commodity  options  boiler  rooms 
selling  to  state  residents.  ""We  got  into 
investment  frauds  then,  '  says  Guzzi. 
"And  this  year,  we  noticed  that  some  of 
the  same  people  who  got  taken  in  op- 
tions were  being  called  again,  and  they 
were  being  called  by  some  of  the  same 
people.  But  this  time  they  were  working 
for  diamond  investment  sales  outfits.  " 

Guzzi  moved  fast  then,  giving  the 
hard-selling  phone  peddlers  the  legal 
busy  signal  throughout  the  state.  "Two  or 
three  went  out  of  business  immediate- 
ly," he  says.  "They  either  didn't  have  the 
resources  to  wait  or  they  were  doing 
nothing  but  running  a  scam."  But  he  also 
lifted"  the  ban  for  four  of  them  after  his 
staff  checked  them  out.  The  other  six  are 
still  awaiting  clearance  under  the  Massa- 
chusetts Uniform  Securities  Act,  which 
sets  statewide  standards  for  disclosure 
and  capitalization. 

Despite  his  defeat  at  the  polls.  Guzzi 
likes  life  in  the  public  sector.  "  I  think 
I've  done  some  good,"  he  says.  "  In  the 
commodity  options  scam,  people  in  this 
state  lost  between  $15  million  and  S25 
million  in  less  than  18  months.  I  wish  I 
knew  how  much  the  diamond  sales  ban 
saved  them.  "  ■  1 


FORBES,  OCTOBER  16,  1978 


Bell,  vice  president,  tells  how  A&A  works  from  a  client's  point  of  view: 


"With  Alexsis,  clients  have  total  flexibility 
in  funding  Workers'  Compensation^ 


Workers'  Compensation  is  a 

i  spot  with  a  lot  of  clients.  It's 
orm  of  insurance  they  feel 

!  have  no  control  over,  because 
s  tatutory  nature .  What  s 
■  Workers' Compensation 
ance  services  traditionally 

.1  been  bundled;  you  couldn't 
'ate  them.  But  our  Alexsis 
ept  unbundles  them  and  gives 

*  ts  an  entire  menu  of  services, 
J':  By  can  choose  and  buy  all, 
!  or  none  — insured,  self- 
■ed,  captives  or  any  combina- 
Alexsis  provides  the  expertise, 
iges  the  services  the  client 


may  need  — feasibility  analysis, 
program  design,  qualification  as- 
sistance, claims  handling,  loss 
control  consulting,  computerized 
claims  data  management  and 
excess  insurance.  We'll  do  what- 
ever makes  sense  for  the  client. " 

Working  from  a  client's  point 
of  view  is  our  way.  That  means 
working  as  allies,  solving  business 
problems  together  On  Long  Island, 
New  York,  where  Don  Bell  heads 
up  our  Alexsis  operation.  And  in 
over  110  cities  here  and  overseas, 
where  clients  can  take  advantage 
of  the  computer-based  techniques 


and  the  total  flexibility  that  Alexsis 
provides  in  self-insurance  services. 

We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  brokerage  and  fi- 
nancial services  business.  We 
have  the  facilities,  expertise  and 
strength  to  act  as  effective  allies. 
We  work  from  the  client's  point 

the  corporation  Alexander 

is  large  or  ^jklexander 

The  Allies 


small. 


From  Ehin  &  Bmdstreet 
to  credit  to  sales. 

leamwoik 
that  produces  profit 
in  the  field. 


More  and  more  these  days,  sales  planning  and 
credit  strategy  have  become  a  team  effort.  And,  work- 
ing hand-in-glove  with  sales,  credit  management  turns 
to  D&B  for  information  on  prospects  that  touches  all 
bases. 

Today,  Dun  &  Bradstreet  responds  like  never 
before.  With  a  National  Business  Information  Center, 
the  largest  private  operation  of  its  kind.  A  $50-million 


computer  system  linking  the  Center  to  D&B's  autornatel 
offices  nationwide.  Unique  Comprehensive  Report 
daily  trade  input,  and  the  new  Dial-A-Report  servic 
that  will  soon  make  facts  on  over  4,000,000  companie 
in  the  U.S.  immediately  available  through  a  toll-frfl 
phone  call. 

Dun  &  Bradstreet.  When  the  name  of  the  garr 
is  profits. 


DUN&BRADSTREET 

The  essential  business" 


Other  Dun  &  Bradslreet  Companies  serving  the  essential  need  to  know  The  Reuben  H  Donnelley  Corporation-Connthian  Broadcasting  Corporation 
Dun  &  Bradstreet  Iniernational-Dun-Donnelley  Publishing  Corporation •  Moody  s  Investors  Service'Marl^eting  Services  Division -Management  Consulting  Division 
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"Invisible"  Strengths 


Counterweights 


PAID  TO  U  S.  BY  FOREIGNERS 


PAID  BY  U.S.  TO  FOREIGNERS 


The  United  Kingdom  is  rarely  a  model  to  follow  too  closely  in 
most  things  economic,  but  for  decades  anyone  looking  at  the 
U.K.'s  international  accounts  has  always  known  he  had  to 
check  not  just  merchandise  trade  but  the  so-called  "invisibles" 
as  well.  As  a  profitable  shipping,  banking  and  insurance  center, 
Britain  could  afford  at  least  a  measure  of  deficits  in  its  merchan- 
dise trade  account.  It's  high  time  the  world's  currency  traders, 
among  others,  started  thinking  of  the  U.S.  in  the  same  way. 
The  U.S.  snarplus  in  "invisibles"  is  far  and  away  the  largest  in 
the  world  today,  more  than  triple 
that  of  Britain. 

For  years,  as  one  example  of 
nvisible  strength,  American  com- 
panies and  individuals  have  been 
nvesting  abroad,  and  all  those 
dollars  have  been  paying  increas- 
ing but  still  largely  unnoticed  divi- 
dends: The  investment  income  has 
become  a  significant  offset  for  the 
huge  U.S.  merchandise  trade  defi- 
cit {see  chart). 

In  addition,  Americans  now 
hold  so  many  foreign  stocks  and 
bonds,  and  have  such  large  depos- 
its in  foreign  banks,  that  interest 
and  dividend  income  is  piling  up 
for  those  reasons,  too.  Coupled 
with  interest  earned  by  U.S.  bank 
ending  abroad,  such  investments 
liave  helped  improve  U.S.  inter- 
national accounts  by  $5.6  billion 
since  1969. 

This  kind  of  change  doesn  t  get 
the  headlines.  Whopping  mer- 
chandise trade  deficits  do — much 
to  the  detriment  of  the  dollar.  But 
dmost  every  such  category  of  in- 
ernational  transaction  has  been 
oving  steadily  in  recent  years  in 
vor  of  the  U.S.  Some  of  the  other 
ategories  include  tourist  and 
business  travel,  the  sale  and  pur- 
chase of  services,  transportation 
such  as  shipping)  fees  and  royal- 
ies  paid  and  received,  U.S.  mili- 
ary sales  and  purchases,  govern- 
ment pensions  paid  abroad  and 
private  remittances.  Altogether, 
n  the  second  quarter  of  this  year, 
hey  were  running  at  an  annual 
ate  of  about  $18  billion,  a  big  plus 
)n  the  books  the  U.S.  keeps  with 
he  rest  of  the  world. 

Even  the  traditional  American 
ourist  gap  may  be  beginning  to 
lose.  The  U.S.  Travel  Service,  a 
commerce  Department  agency, 
iredicts  about  20  million  U.S.  vis- 
ts  by  foreigners  this  year,  up  from 

'  
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Dollars  earned  abroad  through  investment 
and  other  means  help  offset  the  huge  U.S. 
merchandise  trade  deficit.  Examples: 


1969 
1977 

1969 
1977 


Interest  And  Dividends  On 
Direct  Investments 


SBILLIONS 


10 


15 


Interest  And  Dividends  On  Secur 
ities,  Loans  And  Bank  Deposits 


Fees  And  Royalties 


Military  Sales  And  Purchases 


H3EE5_? 


Source:  Commerce  Dept. 


18.6  million  in  1977.  Meanwhile,  there  will  be  about  23V2 
million  departures  of  U.S.  citizens  for  foreign  climes,  fewer 
than  in  1972  or  1973.  For  only  the  second  time  since  1971 
USTS  expects  the  gap  between  what  Americans  spend  abroad 
and  what  foreign  visitors  spend  here  to  drop  below  $3  billion. 

Another  big  and  improving  dollar  earner  since  1969  has  been 
military  sales.  Lethal  hardware  is  not  reckoned  in  the  mer- 
chandise trade  account.  Whereas  the  U.S.  used  to  give  away 
most  of  the  military  equipment  it  shipped  to  other  nations,  it 

now  sells  most  of  it.  Last  year  the 

  ^        military    delivered    $7. 1  billion 

worth  of  goods,  compared  to  only 
$1.5  billion  in  1969.  Over  the 
same  period  the  military  give- 
aways dropped  from  $2.6  billion 
worth  of  goods  and-  services  to  less 
than  $200  million  worth.  While 
there  is  serious  question  about 
whether  all  these  sales  of  sophisti- 
cated military  hardware  are  wise, 
there's  no  denying  they  help  offset 
the  trade  red  ink. 

Walt  Disney  Productions  and 
other  film-makers  are  doing  their 
bit,  too.  Since  1969  there's  been  a 
net  increase  of  $2.5  billion  in  fees 
and  royalties  paid  by  foreigners  for 
use  of  American  motion  pictures, 
patents  and  the  like. 

The  U.S.  has  also  increased  its 
edge  in  the  sale  of  services — de- 
sign, engineering,  construction, 
communications,  reinsurance — by 
about  $900  million. 

Not  cverij  category  has  im- 
proved, of  course.  U.S.  govern- 
ment grants — nonmilitary  foreign 
aid — have  risen  $1.1  billion  in  the 
last  eight  years,  and  U.S.  govern- 
ment pensions  paid  abroad  are  up 
$600  million.  But  when  all  the 
invisibles  are  added  to  the  mer- 
chandise trade  numbers,  the  im- 
balance on  the  U.S.  current  ac- 
count is  less  grave  than  it  would 
otherwise  be. 

Some  of  the  improvement  in  in- 
terest and  dividends  paid  on  direct 
U.S.  investment  abroad  is  due  to  a 
change  this  year  in  the  way  one 
accounts  for  reinvested  earnings. 
Now  they  are  counted  as  a  plus, 
with  an  offsetting  minus  over  in 
one  of  the  capital  investment  col- 
umns. Before,  they  were  not 
counted  at  all.  Even  so,  there  has 
been  a  tremendous  improvement 
in   key  "invisibles.  "   It  desei^ves 


15 


wider  notice. 


-John  Berry 
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Speed  Freaks 
And  Gamblers 

By  Ben  Weberman 

.  .  Experience — that  greatest  of  all  teachers — 
reveals  that  many  of  the  average-life  assumptions 
about  Ginnie  Mae  pass-throughs  are  inaccurate  .  . 


^^or  those  of  you  who  think  the  bond 
market  is  only  for  timid  k)ng-term  inves- 
tors, here  are  two  current  games: 

1)  Ramada  Inns — a  $100  milhon  issue 
of  subordinated  debentures  specifically 
designed  for  crapshooters. 

2)  Believe  it  or  not,  Government 
National  Mortgage  Association  pass- 
through  certificates,  fully  guaranteed  by 
the  U.S.  government  and  yet  with  a 
speculative  kicker  in  many  of  them. 

Let's  start  with  the  Ginnie  Maes. 

GNMA  pass-through  certificates  are 
based  upon  and  backed  by  pools  of  un- 
derlying Federal  Home  Association-in- 
sured and  Veterans  Administration-guar- 
anteed mortgages.  Investors  in  these 
GNMA  pools  receive  a  participation  in  a 
group  of  mortgages  carrying  identical  in- 
terest rates  that  may  range  from  6.5%  to 
9%.  Any  delincjuent  mortgage  payment 
is  covered  quickly  by  the  U.S. 

Obviously,  mortgages  with  $65  of  in- 
terest per  $1,000  of  principal  are  not 
worth  as  much  as  those  with  $90  of  inter- 
est. A  recent  Wall  Street  Journal  table 
shows  that  the  6.5%  mortgages  were 
selling  at  83  24/32,  while  the  9%  pools 
were  selling  at  98  ^/32.  This  pricing 
spread  takes  into  account  that  investors 
in  a  low-coupon  pool  get  a  lower  rate  of 
interest  in  each  dollar  invested,  but 
make  a  capital  gain  because  mortgages 
are  paid  off  at  100  cents  on  the  dollar. 

Because  capital  gains  are  generally 
taxed  at  a  lower  rate  than  current  in- 
come, the  lower-yielding  bonds  tend  to 
sell  at  a  lower  yield/presumed  maturi- 
ty— reflecting  the  tax  advantage.  Thus 
the  tables  report  that  an  investor  in  a 
6.5%  pool  gets  8.8%,  while  the  investor 
in  a  9%  mortgage  pool  earns  9.2% — 
figured  in  both  cases  to  maturity. 

But  here's  where  the  kicker  comes  in: 
These  yields  to  maturity  are  based  on 
certain  assumptions  in  regard  to  how 
long  it  will  take  for  the  underlying  mort- 
gages to  be  paid  back.  Experience — that 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


greatest  of  all  teachers — reveals  that 
many  of  the  average-life  assumptions 
about  Ginnie  Mae  pass-throughs  are  in- 
accurate. The  conventional  wisdom, 
based  on  this  intellectually  brilliant  anal- 
ysis was — and  still  is — that  the  "average  " 
life  of  a  pool,  taking  into  account  prepay- 
ments, is  about  12  years. 

New,  more  current,  data  show  that 
the  average  lives  of  pools  vary  consider- 
ably from  the  norm.  Galifornians,  at  least 
until  recently,  were  so  mobile  that  the 
average  life  of  a  mortgage  pool  was  close 
to  five  years.  For  the  rest  of  the  country, 
an  average  life  of  only  seven  or  eight 
years  does  not  seem  extraordinary. 

Experience  also  has  shown  that  the 
6.5%  mortgages  are  not  being  paid  off  as 
fast  as  the  FHA  expected.  The  attractive 
low  interest  rate'makes  persons  hang  on. 
But  many  8%  mortgages  are  being  paid 
off  three  times  as  fast  as  the  FHA  sam- 
ple. Those  8%  mortgages,  therefore, 
bring  the  repayment  close  and  provide 
appreciation  from  today's  cost  to  princi- 
pal value  in  a  much  quicker  time  period, 
giving  a  greater  yield  than  the  standard 
tables  show. 

Here's  an  example:  An  8%  GNMA 
pool  is  priced  at  92  12/32  to  yield  9.05%, 
according  to  the  newspaper.  But  if  those 
mortgages  are  really  paid  off  twice  as  fast 
as  the  assumption  tables  indicate,  those 
bonds  should  sell  at  94;  at  95,  if  paid  off 
three  times  as  fast. 

Of  course,  this  works  only  with  Ginnie 
Maes  selling  at  a  discount  from  full  val- 
ue. A  pool  of  9%  mortgages  will  probably 
have  a  rapid  paydown,  especially  if  inter- 
est rates  begin  to  fall  and  mortgage  rates 
ease — as  I  expect — but  quick  repayment 
would  not  enhance  the  yield  because  the 
current  cost  to  a  buyer  is  close  to  100  and 
there  would  be  minimal  capital  gain. 

David  Ganis,  vice  president  and  na- 
tional sales  manager  for  mortgage- 
backed  securities  at  Paine  Webber  Jack- 
son &  Curtis,  warns  that  Ginnie  Mae 
bargains  by  now  are  difficult  to  find — but 
not  impossible.  Some  of  the  big  bank 
trust  departments  have  computerized 


published  repayment  schedules  and  sell 
pools  their  computer  has  indicated  have 
become  overpriced. 

There  are  downside  risks,  too.  Sup- 
pose payments  slow  down.  In  that  case 
the  bonds  will  drop  in  value  because  the 
capital  gain  will  be  stretched  out  in  time. 
This  could  happen  if  interest  rates  were 
to  keep  on  rising.  Salespeople  who  do 
not  explain  the  complete  story  but  only 
describe  the  benefits  of  faster  repayment 
have  come  to  be  known  in  the  trade  as 
"speed  freaks.  " 

Don't  be  gulled  by  these  speed  freaks. 
A  serious  investor  in  GNMA  mortgage-  j 
backed  securities  should  spend  about 
$10  to  buy  248  pages  of  closely  printed 
numbers  published  in  Boston  by  Finan- 
cial Publishing  Co.  under  the  title  "Pass- 
Through  Yield  and  Value  Tables,  '  publi- 
cation number  715.  (If  you  want  the 
actual  experience  of  the  more  than 
25,000  existing  Ginnie  Mae  pools,  ask 
your  broker  or  banker.  He  should  have 
access  to  a  Ginnie  Mae  report  on  this.) 

Another  completely  different  type  of 
risk  is  involved  in  the  Ramada  Inns  bor- 
rowing in  mid-September.  The  $100  mil- 
lion debt  issue  was  brought  to  market 
with  a  10%  coupon.  Yet  the  bonds  carry 
only  a  B  rating  by  Standard  b  Poor's  and 
Moody's,  which  labels  them  extremely 
speculative.  At  a  time  when  much  bet- 
ter-grade corporates  were  paying  more 
than  10%,  this  took  nerve. 

The  underwriters  and  the  issuer  com- 
pensated in  part  for  the  low  coupon  by 
setting  an  initial  price  of  only  89.  The 
combined  appreciation  from  89  to  100  at 
maturity  in  1993  and  the  10%  annual 
coupon  interest  brings  the  total  yield  to 
11.42%.  Good,  but  not  great. 

The  gamble  is  that  Ramada  Inns  will 
earn  so  much  from  its  proposed  entry 
into  gaming  in  New  Jersey  and  Nevada 
that  the  debentures  will  be  redeemed 
prior  to  maturity  at  prices  as  high  as  110 
in  1979  and  declining  annually  to  100  in 
1988  and  thereafter.  If  Ramada  doesn't 
get  its  gaming  act  going,  debt  service  1 
cost  could  be  a  heavy  burden  indeed.  ■ 
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BEECH  PROVIDED  CRYOGENIC  LOADING  AND 
STORAGE  SYSTEMS  FOR  THE  GEMINI,  APOLLO, 
SKYLAD,LUNAR  MODULE,APOLLO-SOYUZ, 
I  AND  NOW  THE  SPACE  SHUTTLE  ORBITER. 


Beech  cryogenic  (supercold  tempera- 
ture) systems  have  made  15  flights  into  space 
and  have  accumulated  more  than  6,800  hours 
in  space  missions.  We've  also  produced 
loading  systems  to  supply  various  liquid 
gases  for  reaction  control,  environmental 
control  and  other  functions  of  spacecraft  while 
they  are  on  the  ground. 

We're  deeply  involved  m  the  Space 
Shuttle  Or  biter  program  through  major  con- 
tracts for  new,  advanced  cryogenic  systems. 
For  ground  support,  we're  producing  a 
mobile  Freon  coolant  servicing  unit  and  liquid 
hydrogen  and  oxygen  units  to  service  the 
liOrbiter's  Power  Reactant  Storage  Assembly 
fPRSA).  We're  also  producing  the  shipboard 
PRSA  itself,  which  will  supply  the  oxygen 
[or  the  environmental  control  and  life'support 
[subsystems  m  space  as  well  as  the  hydrogen 
and  oxygen  for  the  fuel  cell  powerplants— 
sources  of  the  spacecraft's  electrical  power. 

Beech  started  developing  its  cryogenic 
capabilities  for  the  challenges  of  lunar  explor- 
ation and  space  flight  m  1954.  We  completed 
Dur  first  study  of  the  feasibility  of  liquid  hydro- 


gen storage  systems  involving  temperatures 
down  to  — 425°F  (close  to  absolute  zero)  a 
year  later  Since  then,  we've  broadened  our 
research  to  include  liquid  oxygen,  helium, 
Freon  and  exotic  rocket  fuels. 

Strong  commitment  to  research  helped 
Beech  Aircraft  complete  its  fifth  consecutive 
record  year  m  1977.  We  anticipate  another 
record  in  1978,  with  sales  m  excess  of 
$500  million  and  proportionate  earnings 
growth.  In  the  first  nine  months,  sales 
reached  $387,211,303  and  net  income 
advanced  to  $25,933,097. 

At  Beech,  we  believe  that  quality  of 
product  v^U  produce  quality  results  m  sales 
and  earnings. 


1977 
1976 
1975 
1974 
1973 


Dividends 

Paid          Net  Income  Sales 

25.5  1 

417,4  1 

5,4  1 

206  1 

3469  1 

44  1 

15.6  1 

267  1  1 

3  6| 

12.5  I 

2416  1 

3T| 

10.0  1 

204  7               1         $  Millions 

^eech  Aircraft  Corporation 

Wichita,  Kansas  67201 


1ITIATIVE:WE  TRY  TO  HAVE  THE  AHSWERS  READY 
„  BEFORE  ANYONE  THINKS  OF  THE  QUESTIONS. 


Money  And  Investments 


Market  Comment 


A  Pause  That  Refreshes 

By  Lucien  O.  Hooper 

".  .  .  Perhaps  concern  about  high-risk  speculation 
in  the  gaming  stocks  had  something  to  do  with 
the  .  .  .  recent  correction,  but  there  probably 
would  have  been  a  correction  anyway  .  . 


^The  recent  weakness  in  the  stock 
market  reflects,  in  my  opinion,  a  bit  of 
indigestion  in  the  airhne  stocks  and  over- 
indulgence in  gambhng  stocks.  The 
pause  pn)bably  is  contributing  to  the 
health  of  the  advance . 

Rising  money  rates  have  lost  some  of 
their  bearish  sting.  This  is  because 
there  s  nothing  new  in  the  higher  cost  of 
money  and  because  there  still  is  no 
shortage  of  funds  despite  all  the  Federal 
Reserve  is  doing  to  discourage  borrow- 
ing. Without  a  contraction  in  the  supply 
of  funds,  higher  interest  rates  are  a  weak 
anti-inflation  weapon. 

Right  now  there  Seems  to  be  much 
more  interest  in  the  shares  of  the  paper 
companies.  Some  of  the  banks  are  in 
greater  favor  because  they  still  sell  at  six 
or  eight  times  earnings  to  offer  a  divi- 
dend return  of  6.5%  to  7.5%. 

High  interest  rates  are  helping  bank 
earnings,  and  there  is  much  less  concern 
about  problem  real  estate  loans  and  pos- 
sible losses  on  overseas  business.  Some 
bank  specialists  believe  that  the  bank 
shares  are  particularly  desirable  for  both 
income  and  capital  appreciation.  Bank- 
America  (28).  the  largest  bank  in  the 
U.S.  and  one  of  the  strongest  ones,  at 
current  prices  sells  at  about  9Vi  times 
earnings  of  around  $3  a  share  to  yield 
3.9%  on  a  $1.10  dividend. 

Bank  of  New  York  (35),  which  has  a 
large  trust  business  as  well  as  a  growing 
commercial  business,  is  expected  to  earn 
around  $6  a  share  this  year  and  pays 
$2.32  to  provide  a  yield  of  6.5%.  This 
bank  and  its  predecessors  have  paid  divi- 
dends every  year  since  1825.  Charter 
Neiv  York  owns  the  Irving  Trust  and 
some  smaller  banks.  The  stock  sells  at 
around  32  to  yield  6.9%  on  a  $2.24  divi- 
dend at  about  5'/2  times  this  year's  indi- 
cated earnings  of  $5.90  a  share.  Chase 
Manhattan  (34)  sells  at  less  than  eight 
times  earnings  of  around  $4.50  a  share  to 
yield  6.4%  on  a  $2.20  dividend.  Cherni- 

Lucien  O.  Hooper  is  vice  president  of  the 
?<YSE  firm  of  Thomson  McKinnon  Securities. 


cal  Netv  York  (42),  the  sixth  largest  bank 
in  the  U.S.  from  the  standpoint  of  depos- 
its, is  selling  at  six  times  earnings  to  yield 
7. 1%  on  a  $3  dividend.  Crocker  National 

(29)  .  the  12th  largest  bank  in  the  U.S., 
with  358  branches  in  California,  is  priced 
to  yield  about  6.2%  on  a  $1.80  dividend 
and  is  selling  at  about  six  times  this 
year's  earnings.  First  National  Boston 

(30)  yields  about  6.5%  on  a  $2  dividend 
and  sells  at  about  6V2  times  earnings. 
Even  such  strong  banks  as  Mellon  Na- 
tional (30),  J. P.  Morgan  (47)  and  Repub- 
lic of  Texas  (38)  sell  at  seven  or  eight 
times  earnings. 

One  of  the  stocks  that  has  not  ad- 
vanced much  recently  is  Santa  Fe  Indus- 
tries (36)  which  pays  $2.20  to  yield  about 
6%  and  sells  at  only  about  seven  times 
probable  1978  earnings  of  around  $6  a 
share.  Santa  Fe  s  profits  for  the  first  two 
quarters  of  this  year  were  somewhat  dis- 
appointing, both  in  the  railroad  and  in 
the  petroleum  divisions.  The  railroad 
earnings  are  expected  to  be  better  in  the 
second  half  It  may  take  a  little  longer  for 
the  petroleum  earnings  to  improve.  This 
company  owns  Atchison,  Topeka  &  San- 
ta Fe  Railway,  a  13,000-mile  system  with 
a  main  line  extending  from  Chicago  via 
Kansas  City  to  major  West  Coast  cities 
and  extensive  branch  mileage  in  Kansas, 
Oklahoma  and  Texas.  It  also  owns  the 
Kirby  Lumber  Corp.,  which  in  turn 
owns  a  60(),000-acre  tree  farm  in  Texas 
and  produces  hnnber  and  plywood.  I 
think  this  stock  is  fundamentally  cheap. 
It  possesses  good  quality  and  the  current 
$2.20  dividend  is  a  minimum  payout  ex- 
pectation over  the  next  few  years. 

Westvaco  Corp.'s  stock  is  selling  at 
around  29,  at  which  price  the  $1.32  divi- 
dend yields  about  4.5%  and  the  stock 
sells  at  about  8.2  times  last  year's  earn- 
ings of  $3.67  a  share.  Westvaco,  which 
has  paid  dividends  m  ever\'  year  since 
1899,  is  a  well-integrated  producer  of 
white  printing  and  converting  paper,  of 
linerboard  and  of  corrugated  mediums 
used  in  the  production  of  shipping  con- 
tainers. Last  year  sales  slightly  exceeded 


$1  billion  for  the  first  time.  During  the 
last  weeks  of  1977,  and  the  first  two 
quarters  of  1978,  this  compan\'s  earn- 
ings were  re<luced  by  lower  prices  and 
less  favorable  conditions  in  the  liner- 
board  market.  This  situation  now  is  im- 
proving and  the  chances  are  that  earn- 
ings for  the  year  to  end  with  October  will 
be  about  $3.60  to  $3.75  a  share,  com- 
pared with  $3.67  last  year.  With  a  better 
demand  for  paper  and  higher  prices  for 
linerboard,  earnings  for  coming  (juarters 
should  be  much  better.  This  stock,  like 
most  of  the  papers,  may  be  regarded  as 
an  inflation  hedge  because  of  the  com- 
pany's substantial  holdings  of  forests. 

In  connection  with  the  vogue  in  the 
gaming  stocks,  it  has  been  mentioned 
that  the  market  appraisal  of  ten  issues 
recently  advanced  approximately  $5  bil- 
lion in  about  six  weeks.  That's  a  lot  of 
money,  but  it  amounts  to  only  about  20% 
of  the  current  stock  market  appraisal  of 
the  outstanding  common  stock  of  Ameri- 
can Telephone.  If  there  are  25  million 
people  in  the  U.S.  who  own  connnon 
stocks,  the  approximately  50,000  who 
traded  in  the  ten  gaming  stocks  this  sum- 
mer represent  onh'  about  one  of  everx' 
.500  stockholders. 

Perhaps  concern  about  high-risk  spec- 
ulation in  the  gaming  stocks  had  some- 
thing to  do  with  the  psychology  of  the 
recent  correction,  but  there  probably 
would  have  been  a  correction  an\"vvay. 

The  fundamentals  of  this  much  better 
stock  market  still  are:  1)  The  institutions 
are  uncomfortabh  underinvested  in 
common  stocks.  2)  The  public  is  very 
much  back  in  the  stock  market.  3)  Com- 
mon stocks,  in  spite  of  their  behavior 
during  the  past  ten  years,  probably  are 
one  of  the  best  remaining  hedges  against 
inflation.  4)  Stocks  still  are  seUing  at 
historicalK  low  price/earnings  ratios  and 
at  attractive  dividend  \  ields.  5)  In  a  mar- 
ket like  this,  where  the  public  has  the  bit 
in  its  teeth,  stocks  are  quite  sure  eventu- 
ally to  sell  for  more  than  they  are  worth, 
and  so  far  most  of  them  are  not  selling  for 
as  much  as  they  are  worth.  ■ 
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Reliance  Group... 

>econd  Quarter,  Six  Months 

Xir  Best  Ever... 


thousands,  except  per-share  amounts) 


aerating  income  before  income  taxes  and  minority  interests . 

ovision  for  income  taxes   

inority  interests   


aerating  income  

;t  realized  gain  on  insurance  investments 

come  before  extraordinary  income  . . 

traordinary  income  


r-Share  Information: 


teratmg  mcome  

t  realized  gain  on  insurance  investments 

:ome  before  extraordinary  income  . . 

traordinary  income  


t  income  

ly  diluted  net  income*   

rage  number  of  common  and  common  equivalent  shares 
jutstanding  (in  thousands)  


ly  diluted  net  income  per  share  is  based  on  the  assumption  that  the  common  shares  issuable  upon  the  exercise  of  all  stock  purchase 
rants  and  stock  options  and  the  conversion  of  all  convertible  securities  were  outstanding  since  April  1  for  each  of  the  quarters  and  since 
nary  1  for  each  of  the  six-month  periods  and  remained  outstanding  for  the  entire  periods. 

^liance  Group,  Incorporated  Operations— Six  Months  Ended  June  30, 1978 

5URANCE 


Quarter  Ended  June  30 
1978  1977 

Six  Months  Ended  June  30 
1978  1977 

$310,087 

$279,033 

$606,542 

$543,520 

$  34,296 
(3,278) 
(2,703) 

$  23,330 
(8,500) 
(2,380) 

$  61,622 
(17,185) 
(5,249) 

$  43,002 
(14,347) 
(4,790) 

*>•>  QIC 

2,433 

1  O  A  CA 

lz,4!5U 
1,936 

QQ  1  QQ 

o3,loo 
2,106 

23,865 
2,809 

24,748 

14,386 

o,!?  /  J 

41,294 

0,1  IV 

26,674 

^  CZ  A  A  A 

1 3,444 

$  24,748 

$  22,961 

$  44,470 

$  42,118 

$2.10 
.25 

$1.39 
.26 

$407 
.24 

$2.66 
.37 

2.35 

1.65 
1.12 

431 
.36 

3.03 
2.03 

$2.35 

$2.77 

$467 

$5.06 

$1.76 

$1.77 

$3.24 

$3.28 

9,758 

7,640 

8,748 

7,607 

venues: 

isional  Pretax 
srating  Income: 


$515,666,000 
$  56,236,000 


Property  and  Casualty  Operations,  U.S. 

Reliance  Insurance  Company,  Philadelphia 
General  Casualty  Company  of  Wisconsin,  Madison 
United  Pacific  Insurance  Company,  Tacoma 

Property  and  Casualty  Operations,  International 

Pilot  Insurance  Company,  Toronto 

Life  and  Health  Operations,  U.S. 

Reliance  Standard  Life  Insurance  Company,  Philadelphia 
United  Pacific  Life  Insurance  Company,  Tacoma 

Title  Operations,  U.S. 

Commonwealth  Land  Title  Insurance  Company,  Philadelphia 


^SING 

hnues: 

isional  Pretax 
rating  Income: 


$  69,316,000 
$  17,239,000 


Container  Leasing  Operations,  Worldwide 

CTI— Container  Transport  International,  Inc.,  New  York 

Computer  Leasing  Operations,  U.S. 

Leasco  Capital  Equipment  Corporation,  New  York 

Computer  Leasing  Operations,  International 

Leasco  Europa  Ltd.,  New  York 


»NAGEMENT  SERVICES 
M^enues:  $  18,888,000 

isional  Pretax 

rating  Income:  $  918,000 


Consulting  Operations,  U.S. 

Werner  Associates,  Inc.,  New  York 
Yankelovich,  Skelly  and  White,  Inc.,  New  York 

Consulting  and  Software  Operations,  International 

Inbucon  Limited,  London 
Fuel  &  Energy  Consultants  Limited,  London 
Leasco  Software  Limited,  Maidenhead 
Moody  International,  Inc.,  London 
Werner  International,  Brussels 
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The  Sixties  All  Over  Again 

By  Heinz  H.  Biel 

.  .  For  weeks  it  was  apparent  that  speculative 
fever  was  running  dangerously  high  .  .  ." 


I 


t  is  most  unusual  for  the  stock  market 
to  shrug  ofl  entirely  an  event  as  poten- 
tially important  as  the  Camp  David 
agreement,  which  has  been  hailed  with 
almost  unanimous  praise  as  a  major  dip- 
lomatic victory  for  the  U.S.  and  a  great 
personal  accomplishment  of  President 
Carter.  Whether  or  not  this  will  prove  to 
be  the  case,  only  time  will  tell.  In  any 
event.  Camp  David  had  no  beneficial 
effect  of  the  market's  malaise. 

For  several  weeks  it  was  apparent  that 
speculative  fever  was  running  danger- 
ously high,  not  only  in  Wall  Street  but  in 
Main  Street  as  well.  A  correction,  pro- 
portionate in  severitN'  to  the  preceeding 
excesses,  was  bound  to  happen,  and  it 
did,  regardless  of  news  events. 

Maybe  the  gambling  spree  was  not  as 
obvious  this  time  as  it  had  been  a  decade 
ago  when  brokers  were  so  swamped  with 
business  that  the  New  York  Stock  Ex- 
change had  to  shorten  trading  hours  and 
close  down  altogether  on  Wednesdays. 
Thanks  to  better  back-office  organiza- 
tion, the  brokerage  industry  has  been 
able  to  handle  a  much  bigger  volume 
reasonably  well  so  that  most  people  were 
really  not  aware  of  the  tremendous  spec- 
ulation that  has  been  going  on  this  year. 

The  public,  having  tasted  blood  in  the 
so-called  secondary  stocks,  which  are 
traded  on  the  Amex  or  over-the-counter 
(where  the  averages  already  had  passed 
all  previous  highs),  really  took  the  bit  in 
its  teeth  when  the  first  casino  opened  up 
in  Atlantic  City.  This  event  awakened 
public  interest  in  stocks  of  all  companies 
that  already  are  or  might  become  in- 
volved in  the  gambling  industry.  And 
then  these  stocks  just  went  wild.  The 
same  people  who  pull  the  slot  machine 
handles  in  Vegas  all  day  and  all  night, 
became  so  mesmerized  by  these  stocks 
that  they  even  switched  their  American 
Telephone  and  Exxon  into  Bally  and  Re- 
sorts International. 

Yes,  I  can  understand  the  enthusiasm 

Heinz  H.  Bid  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott. 
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for  the  gambling  stocks.  If  you  visualize 
the  Las  Vegas-type  casinos  operating  not 
only  in  Atlantic  City  but  possibly  also  in 
Miami  Beach  and  perhaps  in  the  Cats- 
kills,  it  is  easy  to  dream  of  a  limitless 
profit  potential.  However,  speculation  in 
these  stocks  deteriorated  into  blind  gam- 
bling; in  contrast  to  Vegas,  the  odds  in 
the  stock  market  are  not  measurable.  To 
be  long  or  short  these  stocks  involves  an 
incalculable  risk. 

Wall  Street  has  gone  through  such 
periods  of  temporary  insanity  many 
times  before.  Investors  have  to  contend 
with  these  shenanigans.  Even  if  they  do 
not  participate,  they  are  likely  to  get 
hurt  when  the  bubble  bursts.  Some  fine 
investment  stocks,  which  were  neither 
particularly  overpriced  nor  in  any  way 
involved  in  excessive  speculation,  came 
down  awfully  hard  when  the  market  for 
gaming  stocks  began  to  crack.  No  won- 
der the  market  has  become  exceedinglv 
nervous  with  no  cleai'  trend  in  evidence. 

There  is  no  way  to  get  complete  im- 
munity from  such  stock  market  unpleas- 
antness, except  to  stay  out  of  it  altogeth- 
er, which  is  a  bit  too  drastic  for  most  of 
us.  Otherwise,  all  you  can  do  is  to  limit 
your  exposure  by  traveling  light,  as 
many  of  the  institutional  investors  seem 
to  have  been  doing  this  past  summer.  To 
be  sure,  they  missed  out  on  some  of  the 
fun,  but  you  can't  have  the  cake  and  eat 
it,  too. 

If  market  history  repeats  itself,  the 
correction  of  speculative  excesses  will 
only  have  a  temporarily  adverse  effect  on 
investment-grade  stocks.  It  is  true  that 
the  entire  market  was  hit  very  hard  in 
1970,  but  good  stocks  recovered  cjuickh 
and  reached  new  peaks  in  1972.  Right 
now  the  Dow  is  selling  at  a  multiple  of 
little  more  than  eight  times  this  year's 
estimated  earnings  of  about  $105.  Even 
if  we  should  get  into  a  recession  next 
year  with  a  concomitant  decline  in  cor- 
porate profits,  I  find  it  difficult  to  share 
the  ultrapessimistic  predictions  now 
bandied  about  by  some  of  Wall  Street's 
more  vociferous  bears. 


All  too  often  investment  decisions 
have  to  be  based  on  the  minor-evil  the- 
ory. If  you  share  my  belief  that  continu- 
ing inflation  is  a  virtual  certainty  in  the 
years  ahead,  you  may  be  quite  willing  to 
take  the  risk  of  seeing  the  stocks  you  own 
fluctuate  downward  for  a  while,  pro- 
vided they  can  be  expected  not  only  to 
recover  fully,  but  to  outpace  the  inflation 
rate  over  a  period  of  time.  This  is 
sensible  policy  to  foUow  and  I  doubt  that 
owning  investment-grade  stocks  is  un 
duly  hazardous. 

Long-term  interest  rates  on  high 
grade  bonds  once  again  have  climbed  to 
about  9%,  or  about  two  percentage 
points  above  the  rate  of  inflation.  The 
differential  is  not  large  enough  to  pro- 
duce a  positive  yield  after  taxes,  but  at  W 
present  levels,  there  is  a  fair  chance  of  a  ^' 
modest  capital  gain  when  the  yield  curve 
turns  down  again. 

The  time  has  come,  I  believe,  to  start 
taking  profits  in  airline  stocks.  The  de 
facto  deregulation  of  this  industry  has 
been  a  tremendous  traffic  builder  and  al 
earnings  have  soared  as  people  were  lonj 
sttiffed  into  planes  like  sardines  into  a 
can.  I  don't  think  one  should  project 
this  year's  earnings  gains  into  the  fu- 
ture. In  addition  to  price  competition 
airlines  will  also  be  facing  service  com 
petition.  A  three-class  s\stem  is  no\vi|ase( 
being  introduced  by  several  carriers:! 
first  class,  coach  and  no-frills  economy. 
As  each  class  must  be  subdivided  into 
smoking  and  nonsmoking  sections,  such  Nl 
compartmentalization  is  bound  to  cut 
into  profitabilit)-. 

Airline  mergers  v\ould  be  bullish,  inl 
m\  opinion.  The  Pan  Am-National  comi 
bination  is  a  natural  one  with  great  po^ 
tential  benefits  for  both.  However,] 
whether  the  Civil  Aeronautics  BoardJ 
which  has  gone  all  out  to  foster  competi-i 
tion,  will  give  its  blessing  to  this  and 
other  merger  plans,  all  designed  to  less•^ 
en  competition,  is  doubtful.  .\lso.  don) 
forget  that  the  financialK  weak  airlines 
are  still  weak,  while  the  strong  ones  are 
anything  but  cheap.  ■ 
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VALUE  LINE  looks  at  possible  "Take-Over"  candidates 


MAJOR  STOCKS 
AT  SO%  DISCOUNTS 

. .  from  their  tangible  book  value  per  share 


very  week,  Value  Line  computers 
creen  1700  major  stocks  under  regu- 
ir  review  to  pinpoint  special  cate- 
ories  which  may  be  of  unusual  inter- 
st  to  investors. 

or  instance,  a  recent  weekly  edition 
f  The  Value  Line  Investment  Survey 
lows  32  stocks  which  are  currently 
riced  below  tangible  book  value  per 
lare  AND  below  liquidating  value, 

0  (which  makes  them  intriguing 
ake-over"  candidates  since  their 
}t  working  capital  exceeds  the  cur- 

—nt  price  of  their  shares). 
)f  these  32  stocks  (which  include 
lome  very  well-known  names),  19 
ire  selling  at  discounts  of  50%  or 
nore  from  their  tangible  book 
alue.  The  discounts  run  as  high 
ts  74%. 

oreover,  at  their  recent  prices  some 
these  stocks  offer  other  credentials 
possible  interest— such  as  P/E's 
low  as  4.1,  yields  as  high  as  8%, 
id  the  possibility  of  appreciating 
10%  or  more  in  price  in  the  next  few 
ars. 

pecial  Stock  Selectors 

le  latest  weekly  computer  screen 
stocks  which  qualify  for  the  above 
itegory  will  come  to  you  automat- 
ally  under  the  invitation  below— 
ang  with  several  other  Special  Stock 
Jlectors  also  updated  weekly  in  the 
ilue  Line  Survey,  including: 

GHEST  YIELDS— The  100  stocks 
nong  all  1700  under  regular  re- 
!W)  offering  the  highest  yields, 
sed  on  estimated  dividends  in  the 
xt  12  months.  The  yields  recent- 
ranged  from  8.5%  to  16.4%. 
GHEST  APPRECIATION  PO- 
iNTIAL— The  100  stocks  offering 
5  highest  3  to  5  Year  Appreciation 
tential,  based  on  estimated  earn- 
s  and  P/E's  in  that  future  span. 

potentials  recently  ranged  from 
%  to  495%.  CAUTION:  some  of 
ise  stocks  are  very  risky. 
TDST  TIMELY  STOCKS— The 
■  D  stocks  currently  ranked  1  (High- 
<  )  and  the  300  ranked  2  (Above 
/  erage)  by  Value  Line  for  Probable 
f  ce  Performance  in  the  Next  12 
f  mths— re/af/Ve  to  all  1700  stocks 

1  jer  regular  review. 
ONSERVATIVE  STOCKS— The 
J  cks  rated  1  (Highest)  and  2  (Above 

3rage)  for  Quality  (Safety)— re/af/Ve 
.A^ll  1700  stocks.  


STOCKS  AT  DISCOUNTS  FROM 
LIQUIDATING  VALUE,  and  below 
Tangible  Book  Value— as  outlined 
above. 

BEST  PERFORMING  STOCKS— 

The  50  or  so  stocks  that  have  gone 
up  most  (or  down  least)  in  price  over 
the  last  13  weeks.  The  best  perfor- 
mances recently  ranged  from  +33.3% 
to  +115.4%. 

WORST  PERFORMING  STOCKS 

The  50  or  so  stocks  that  have  gone 
down  most  (or  up  least)  in  price  over 
the  last  13  weeks.  The  worst  perfor-. 
mances  recently  ranged  from  -17.8% 
to  -42.2%. 

YOU  GET  ALL  THIS,  TOO 

In  addition  to  these  Special  Stock 
Selectors,  every  week— for  EACH  of 
1700  stocks— Value  Line's  weekly 
Summary  &  Index  shows  the  current 
ratings/measurements  for  future  Price 
Performance,  Quality  (Safety),  Yield, 
Long-Term  Appreciation,  P/E  Ratio, 
Beta.  .  .  plus  earnings  and  dividend 
data,  past  actual  and  future  estimated. 
Every  week  you  also  receive  new  full- 
page  Ratings  &  Reports  on  about  130 
stocks,  updating  and  replacing  previ- 
ous reports  on  the  same  stocks.  Dur- 
ing a  13-week  cycle,  new  reports  like 
this  are  issued  on  all  1 700  stocks.  The 
Ratings  &  Reports  include  detailed 
price/volume  charts  and  22  series  of 
vital  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value 
Line  Investment  Survey  (with  full  30- 
day  money-back  guarantee)  for  the 
next  10  weeks  for  only  $29— about 


HALF  the  regular  rate— if  no  one  in 
your  household  has  subscribed  in  the 
past  two  years.  And  you  get  these  2 
bonuses: 


BONUS  #1—"^^ 

Value  Line's  2400-page  Investors  Ref- 
erence Service  including  our  latest 
full-page  Ratings  &  Reports  on  each  of 
1700  stocks— fully  indexed  and  loose- 
leaf-bound  for  your  quick  and  easy 
reference.  .  .  and  systematically  up- 
dated by  new  full-page  Reports  in  the 
weeks  ahead.  Filing  takes  but  a  min- 
ute a  week. 

BONUS  n2^ln  vest- 
ing in  Common  Stocks, 
by  Arnold  Bernhard, 
Value  Line's  founder  and 
research  chief,  revealing 
methods  of  stock  evalu- 
ation that  took  decades 
to  develop.  You  KEEP 


Investing  in 
Common  Stocks 


TIm  Value  Lioe  Rankiags 
aad  other  Cnteria  of 
Slock  Value 


this  book  even  if  you  return  the  other 
material  for  your  money  back. 
This  subscription  is  tax-deductible  if 
utilized  to  aid  in  the  management  of 
your  investments. 

To  accept  this  no-risk  double-bonus 
invitation,  mail  the  coupon  today. 


THE  VALUE  LINE  INVESTMENT  SURVEY 
Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  Street  •  New  York,  N.Y. 


□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
— and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 
$295.  (Does  not  include  the  calculator.) 


10017 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request.  (NY  residents 
add  sales  tax.)  516F16 


Money  And  Investments 


DONT  ASK  YOUR 
SAVINGS  ACCOUNT 
FOR  TAX-FREE  INCOME. 

ASK  US. 

Keep  enough  money  in  your  savings  act-ount 
to  cover  emergencies.. .but  if  you  have  surplus 
saving>5  make  part  of  it  work  harder  for  you. 

The  Rowe  Price  Tax-F>ee  Income  Fund 
invests  in  municipal  Iwnds  and  offers  you: 

•  Tax-Free  Income— no  income  ta.\  for  the  IRS*. 

•  No-Load— no  sales  charge  or  redemption  fee. 

•  Immediate  Liquidity— by  telephone  or 
writing  a  check. 

•  Low  IVIinimum— as  little  as  $1,0(X)  can  start 
you  receiving  tax-free  income. 

•  Easy— just  send  in  the  coupon  or  call  Toll  Free 
1-800-638-1527.  If  busy,  or  in  Maryland,  call 
301-547-2136. 


ROWE  PRICE  TAX-FREE 
INCOME  FUND,  INC. 

UK)  K.  I'ralt  Street.  Baltimore.  Maryland  21202 
Name  


Address  _ 


Citv- 


_  State- 


For  mi.rr  .  ..niplete  informatinn.  including  mananement  fee  and 
otht  r  .  h^trt,"-^  .md  expenses,  ohtain  a  prospectus  Read  it 
carefull>  lief  ore  you  invest  or  send  money  "Income  may  lie 
subject  to  state  and  local  taxes 
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Treasures 
From  The 
Past 


We've  li 
jcwcln. 
fraiiiL's. 


Our  new  catalog  of 
authentic  treasures 
from  the  past 
spans  the  mlUenia 
from  ancient  Egypt 
to  the  Age  of  Ex- 
ploration and 
Colonial  America, 
to  (  hlna's  Ch  ing 
Dynasty  and  the 
early  20th  Century-. 
ishi"iK(i  main  ( it  ihcsc  rare  iirtilacis  uUo  exquisite 
,  inounied  <>i  hers  oii  [•^■(ieslals  <»r  in  liaiidscune  W(»  xl 
()ur  catalog  IS  yours  for  free  Write: 

Worid  TreMore  Society 

5601  School  Street.  Box  218 
Montpeller,  Vermont  05602 


Thanks  itls  working 


The  United  Wby 


*»{^°  •dvertiking  contributed 
for  tti«  public  gcKfd 

(c)  The  Uniled  Way  of  Amertca  1973 


STOCKS  •   BONDS  •   BULLION   ■   TAX  SHELTERS 


KRUGERRANDS  GOLD 


T.  E.  SLA  N  K  ER  COM  PAN  Y 

Domesiic  and  Foreign  Secuiiiies 
510  S  W  ALDER  STREET  •  PORTLAND,  OREGON  97205 

Toll  Free  1-800-547-0146 


The  Green- 
Felt  Market 

By  Martin  T.  Sosnoff 


ho  would  have  thought  the  Jersey 
shore,  which  foisted  a  long  Hne  of  anti- 
septic beauty  princesses  on  the  country, 
would  have  turned  itself  into  Dodge 
City,  exercised  the  tired  blood  on  the 
Big  Board  to  the  bubbling  point  and 
made  fortunes  in  real  estate  for  operators 
whose  motels  were  one  step  away  from 
geriatric  oblivion?  Grounded  in  facts 
however  sketchy,  the  market  loves  the 
casino  story.  Rather  than  turn  up  our 
noses  at  these  high  jinks,  we  should  ap- 
plaud the  new  crop  of  players — whoever 
they  may  be.  They  are  leading  indicators 
that  speculation  is  in  the  air,  that  the 
latent  demand  for  stocks  is  enormous. 
Here  s  to  you.  Miss  America. 

Whenever  the  market  starts  to  rally, 
the  noise  level  on  the  floor  of  the  ex- 
change adumbrates  the  excitement  of 
the  floor  traders  who  have  the  first  shot 
at  marking  up  the  volatile  goods.  Early 
in  April,  when  the  market  rallied  from 
the  depths  of  its  750  depression,  there 
was  dead  silence.  The  traders  were 
asleep  at  the  switch.  Professionals  were 
busy  selling  down  to  the  sleeping  level. 
But  the  public  and  foreigners  were  in 
there  buying,  and  the  market  traded 
over  .50  million  shares  in  spite  of  a  tail- 
spinning  dollar  and  the  doleful  extrapola- 
tions of  the  economists  that  inflation 
would  accelerate,  and  the  peak  in  inter- 
est rates  remained  shrouded  in  clouds. 

How  I  wish  I  could  tell  you  that  I 
bought  Bally  at  18  when  I  was  out  to  see 
the  company  a  year  or  so  ago.  But  I 
didn't  like  the  way  the  electromechanical 
circuits  for  their  pinball  and  slot  ma- 
chines were  assembled  by  hand.  It  re- 
minded me  of  Transitron's  assembly  line 
for  transistors  20  years  ago.  The  innards 
of  the  slot  machines  are  just  a  mass  of 
multicolored  wirings  and  relay  switch- 
es— not  the  stuff  growth  stocks  are  made 
of  Bally  did  transistorize  its  new  pinball 
machine  line  with  good  success  in  the 

Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


field,  but  I  knew  and  they  knew  it  woi 
be  only  a  year  or  so  before  six  compi 
tors  caught  up  and  its  market  sh  w 
peaked.  Maybe  that's  why  managemi 
sold  some  stock  of  late. 

My  image  of  Atlantic  City  is  a  coll 
tion  of  shabby  turn-of-the-century  hot) 
that  huddle  around  the  boardwalk  lik) 
bunch  of  tramps.  I  see  Bert  Parks'  p<i 
dered  face  vamping  Miss  America,  bu( 
is  always  rainy  and  gusty  November 
the  public  treks  there  this  winter 
speculation  in  their  stocks  will  have  be 
vindicated.  Who  knows.  Las  Vegas  n 
be  one  huge  sand  drift  30  years  fr 
now,  and  in  Miami  m\  mother  and 
her  80-year-old  friends  will  be  pusl)  bl 
out  of  the  purple-painted  stucco  hon 
that  passed  for  deluxe  hotels  25  yt  m 
ago,  each  of  which  has  gone  througf 
least  eight  bankruptcies.  Crap  tab  m 
could  supersede  rocking  chairs.  La  hi 
epoque  lurks  around  the  corner. 

Whether  you  or  I  have  participateO 
the  gambling  casino  story  or  considerei 
just  another  bubble  in  the  bathtub, 
fact  is  that  it  is  the  best  thing  that 
happened  in  the  stock  market  for  soj  itli 
time.  For  it  should  dramatize  the  persfl 
tive  of  the  demand  side  for  equities  II 
creates  long  cycles  in  the  stock  marll 
Since  1975 1  have  been  screaming  that 
demand  side  is  not  there;  the  large  mo( 
pools  have  yet  to  sell  down  to  the  sleep 
level.  By  now  the  majority  of  the  billi 
dollar  pools  is  conservatively  postuil 
Convinced  that  the  market  bottom  wo 
Coincide  with  a  peak  in  interest  ratesi 
early  1979,  professional  investors  s 
growth  stocks  into  the  spring  rally.  Tl 
may  be  right,  but  a  lot  of  pretty  g 
paraded  by  in  high  heels  and  showed  i 
good  time — not  for  just  overnight 

By  the  time  the  universe  appears 
derly  to  the  professional  investor, 
Dow  Jones  industrial  average  will 
playing  tag  with  1200.  Sure,  it  would 
nice  if  Mr.  Carter  got  some  good  a.&\ 
for  a  change  and  wasn  t  such  a  dog  in  \ 
manger  about  capital  gains  tax  rates.  (1 
counting  on  Senator  Long  to  prese 
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Market  Trends 


tcatsville.)  Maybe  it  will  take  another 
ir  for  the  trade  balance  to  right  itself 
i  maybe  inflation  will  zing  along  at  7% 
8%  forever.  The  Federal  Reserve 
nts  to  see  10%  money  market  rates, 

I  corporate  profits  could  decline  some 
(t  year.  Who  cares?  The  point  is  that 
soon  as  some  of  the  negatives  that 
;rybody  knows  so  well  turn  to  neu- 
Is,  a  torrent  of  money  will  inundate 

II  Street  and  a  roar,  which  you  will 
ir  3,000  miles  away,  will  go  up  from 

hyperactive  floor  crowd.  It  will  be 
late  for  us  in  the  boonies;  the  first  100 
nts  will  then  be  history, 
"he  law  of  improbable  consequences 
works  its  way  through  history  is 
md  to  start  working  for  us.  When 
adjust  for  inflation,  we,  the  public, 
a  couple  of  hundred  billion  in  the 


. .  The  gambling  casino 
>ry  . . .  is  the  best 

|ng  that  has  happened 

9  the  stock  market 

'  some  time  . . ." 


kct  since  1972  and  our  aggregate 
Aorth  today  is  scarcely  higher  than 
IS  then.  If  it  weren't  for  the  mark- 
home  values,  we  would  all  be 
:   in  real  terms.  Strength  in  the 
iiier  net  worth  statement  goes  a 
way    toward    explaining  record 
margin  debt.   The  home  owner 
' !  spearhead  the  market,  later  suck- 
111   the  professional  investor  who 
IS   to  have  lost  his  nerve  when 
ih  stocks  were  busy  sinking  from 
lines  earnings  to  12  times. 
!'■  pivotal  variable  for  investors  is 
ii\  the  tremendous  latent  demand 
L  .  S.  stocks  that  exists  throughout 

()y  financial  center  in  the  world.  The 
nese  market  is  as  rich  as  ours  was  in 
ite  Sixties.  Diamonds,  gold,  farm- 
in    Nebraska,    condominiums  in 
!    Swiss  francs — all  have  had  their 
I  The  stock  market's  day  is  approach- 
r  II  I'm  wrong  by  more  than  three  to 
iDiiths  lead  time,  you  11  find  me  toss- 
i/za  (lough  on  the  boardwalk  of  you 
where.  The  configuration  of  lead- 
p  will  be  big  capitalization  growth 
s.  It  has  taken  ten  years  of  liquida- 
narrow  the  valuation  gap  between 
owthies  and  my  old  ragamuffins, 
:  should  reverse  itself  this  next  cy- 
!  lie  market  is  about  to  wake  up  and 
1  that  the  IBMs  of  the  world  are  so 
ogged  they  scarcely  have  time  to 
|)  the  floor  between  plant  shifts.  ■ 


For  investors 
worried 
about  inf  lation- 

A  Free  booklet  about 
one  of 
the  worlds  most 
popular  gold  coins. 


Over  100,000  Krugerrands  are  sold  through- 
out the  world  every  week.  Why?  Our  infor- 
mative booklet  tells  you  why  the  Germans 
and  Swiss  alone  are  buying  over  57,000 
Krugerrands  a  week. 

Learn  why  so  many  people  are  investing  in 
gold  today.  Get  an  honest  history  of  gold's 
financial  track  record.  Discover  the  various 
ways  you  can  own  gold  and  the  unique 
advantage  of  owning  gold  coins.  Find  out  how 
you  can  buy  Krugerrands  in  the  way  most 
convenient  for  you  and  how  to  get  daily 
quotations  free.  There's  no  obligation  or 
cost.  As  the  nation's  largest  investment  house 
specializing  in  precious  metals  for  private 
investors,  the  more  you  know  about  gold, 
the  better  it  is  for  us. 

For  your  free  booklet, 

call  toll-free  (800)  854-3361  except  in  Cali- 
fornia, cafl  (800)  432-7013  or  mail  coupon 
today.  The  sooner  you  get  your  booklet,  the 
sooner  you  may  stop  worrying  about  in- 
flation. pB 


Monex  International  Ltd. 

„     ,  ^  name  

4910  Birch  St., 

Newport  Beach,  CA  92660  address 
Please  send  me,  free  and  without  ob- 
ligation, your  booklet  on  Krugerrands  city  

as  a  hedge  against  inflation. 

Approximate  cash  available  for 
coin  investment  $  


(please  print) 


-state- 


-zip_ 


business  telephone- 
home  telephone  


Monex  International  Ltd.  is  a  registered  commodity  trading  advisor. 
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MAPCO: 
15*'  DIVIDEND 
INCREASE! 
IN  13  YEARS 


MAPCO  announces  yet  another  divi- 
dend increase  for  the  third  quarter  of 
1978.  MAPCO  dividends  have  risen 
steadily  from  an  annualized  figure  of 
lOf.  back  in  1965  to  the  present  $1.30. 
"This  latest  increase,  the  15th  since 
1965,  '  says  Robert  E.  Thomas,  Chair- 
man of  the  Board,  "demonstrates 
once  again  our  confidence  in  the  con- 
tinued growth  in  MAPCO's  operations, 
earnings  and  cash  flow." 

Interested  in  MAPCO's  "continued 
growth"?  Write  for  our  latest  report. 


waaco 

miNc. 

Dept.  P,  1800  S.  Baltimore  Ave. 
Tulsa.  Oklahoma  74119 
SYMBOL  MDA  •  NYSE  I 
MWSE  •  PSE  I 
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Money  And  Investments 


We're 
Fighting 
for 

Your 
Lite 


We're  the  American  Heart 
Association  We're  fighting  the 
number  one  cause  of  death  in  this 
country:  heart  disease  and  stroke. 

We  fight  with  the  support  of  1 .400 
scientific  investigators  searching  to 
find  earlier  detection  and  better 
methods  of  treatment  and 
prevention.  We  also  fight  by 
delivering  new  medical  knowledge  to 
doctors  and  nurses  for  the  benefit  of 
their  patients.  We  fight  with 
knowledge,  telling  you  what  you 
need  to  know  to  stay  healthy.  And 
by  sponsoring  thousands  of 
community  programs  from  coast 
to  coast. 

When  the  Heart  Association 
volunteer  asks  for  your  contribution, 
think  of  what  we're  fighting. 

We  need  your  help. 

Please  give  generously  to  the 
American  Heart  Association.  f_ 

WE'RE  FIGHTING  FOR  YOUR  LIFE 
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Treat  Market 

By  Ann  C.  Brown 


lame  it  on  Halloween — or,  more 
likely,  the  upcoming  elections — but  the 
stock  market  has  been  acting  a  little 
spooked  lately.  Up  on  bad  news,  down 
on  good  news  and  a  whole  passel  of 
strange  names  appearing  in  the  most- 
active  and  new-high  lists.  Mr.  Carter 
and  company  are  about  to  face  their  first 
public  popularity  test  (polls  notwith- 
standing) and,  if  the  political  pundits 
later  decide  that  the  current  Administra- 
tion flunked  with  flying  colors,  batten 
down  the  hatches.  I  have  a  hunch  a 
certain  Georgia  square  likes  the  Oval 
Office  and  could  make  some  fairly  scary 
economic  pronouncements  to  improve 
his  and  his  party's  standing  by  1980. 
Take  creeping  controls,  for  instance,  to 
combat  the  expected  inflationary  de- 
mands of  the  Teamsters  and  the 
Autoworkers,  to  mention  just  two  of  the 
heavy  hitters  whose  options  run  out  next 
year.  Anyone  with  all  his  investment 
buttons  knows  that  controls  don't  work 
in  the  long  run  and  only  result  in  short- 
ages, bottlenecks  and  eventually  higher 
prices.  However,  controls  are  somewhat 
helpful  short-term  and,  for  the  moment, 
they  are  the  most  obvious  way  to  show 
that  Washington  recognizes  that  there  is 
a  problem  and  is  doing  something  about 
it.  One  hopes  controls  won  t  happen,  but 
the  chances  increase  with  ever>  uptick  in 
the  Consumer  Price  Index,  with  every 
downtick  in  the  dollar  and  out-of-sight 
labor  settlement. 

Until  all  the  votes  are  counted,  I 
would  be  a  bit  leer\'  before  rushing  head- 
long into  industries  with  high  price-con- 
trol visibility.  These  include  the  steels, 
the  papers,  the  chemicals,  the  autos  and 
all  manner  of  large  corporations  that 
make  a  lot  of  products  and  hire  a  lot  of 
people.  Organizations  with  low  visibility 
escaped  much  of  the  government  wrath 
last  time  around,  if  memory  serves  me 
correctly.  Of  course,  each  time  the  rules 

Ann  C.  Brovcn  is  executive  vice  president  of 
the  New  York  investment  firm  of  Melhado. 
Flynn  sL*  Associates. 
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of  the  game  change,  but  common  sei 
would  suggest  that  it  is  still  easier] 
monitor  a  few  big  companies  than  a  lo 
little  ones. 

Viaco7n  International  (24)  is  one  si 
service  company  that  might  just 
through  the  clutches  of  any  controlh 
It  is  a  leading  operator  of  cable  televig 
systems,    which   experts  estimate 
worth  $32  a  share  alone.  Add  to  that 
fact  that  the  company  owns  the  right 
distribute  the  reruns  of  such  TV  suj 
series  as  All  in  the  Family.  The  M 
Tyler  Moore  Show  and  The  Bob  NetvF 
Show,  and  Viacom  stands  to  make  a  b 
die.   Furthermore,  the  company  o' 
the  distribution  rights  to  350  mow 
including  seven  starring  Elvis  Pres 
plus  Rocky,  Annie  Hall  and  The  D(  i- 
Recently  the  company  signed  an  agi 
ment  with  Teleprompter  for  part 
Show  Time  Entertainment,  Inc., 
corn's  pay  television  service,  which  co 
add  around  35  cents  per  share  of  pn 
earnings  next  year,  vs.  an  estimated 
cent  current  loss.  For  all  of  1978  Via(| 
could  earn  around  $1.85  a  share,  v 
$2.50  or  more  possible  in  1979. 

Another  sleeper  connected  fairly 
rectly  with  the  communications  indu 
is  Blair  (John)  6  Co.  (28).  This  comp 
is  the  largest  independent  adverti; 
representative  for  television  and  rj 
stations  and  seems  to  be  on  a  mild  aa 
sition  kick.  In  recent  years  Blair 
bought  two  radio  stations  in  Boston 
is  in  the  process  of  tr>'ing  to  acq] 
Central  California  Communicat: 
Corp.  if  the  Federal  Communicati 
Commission  gives  the  nod.  Blair  alsoi 
major  factor  in  the  printing  of  advertil 
brochures,  inserts  and  catalogs,  in  al 
tion  to  supplying  a  wide  variety  of  diit 
response  marketing  services.  The  c( 
pany's  per-share  earnings  have  risen  ft 
31  cents  to  $3.79  last  year.  This  yearl< 
like  $4.30  to  $4.40.  the  current  inte 
in  Blair  centers  around  1980  whej 
could  profit  handsomely  from  salel  ^Jle 
low-inventory,  high-priced  broad 
time  in  a  year  that  will  be  dominjlPiS 
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Stock  Trends 


the  elections  and  the  Olympics. 
One  of  my  good  buddies  whispered 
?  name  United  Inns  (15)  in  my  ear  the 
ler  day.  Big  earnings  gains  are  antici- 
ted — anywhere  from  $2.10  to  $2.50 
r  share  in  1978,  up  from  $1.35  last 
ir.  Next  year  maybe  as  much  as  $3. 
e  company  operates  34  Holiday  Inns 
ung  across  the  Sunbelt  and  is  basking 
the  travel  boom  caused  in  part  by  the 
atly  reduced  air  fares.  Earlier  this 
ir  the  company  announced  a  proposed 
ee-year  development  plan  that  would 
lude  the  construction  of  ten  new  Holi- 
'  Inns.  Since  I  anticipate  thriving  do- 
stic  travel  for  some  time  to  come, 
ited  Inns  looks  like  an  extremely  hos- 
dble  holding. 

^est  Products  (29),  Modern  Merchan- 
ng  (19)  and  Service  Merchandise  (20) 


i. .  Anyone  with  all  his 
estment  buttons  knows 
t  controls  don't  work 
I  the  long  run  .  . 


I  atalog  showroom  merchants  who 
lalize  in  selling  brand-name  house- 
goods   and   appliances,  sporting 
[Hiient,  jewelry  and  electronic  prod- 
— at  sizable  discounts.   Each  com- 
maintains  showrooms  located  in  or 
shopping  centers  and  usually  dis- 
'  mly  one  sample  of  each  item  for 
ustomers  select  the  item,  pay  for 
(I  take  delivery  immediately  at  one 
If  pickup  counters.   In  this  way 
ikage  (a  tasteful  word  for  shoplifting) 
pt  to  a  minimum.  For  those  people 
(living  in  an  area  with  a  showroom 
jby,  there  are  plenty  of  order  forms 
jie  catalogs  and  the  items  are  deliv- 
with  remarkable  promptness, 
ihile  all  of  the  companies  mentioned 
e  are  selling  at  or  near  their  year's 
I  it  would  seem  they  still  have  a  way 
as  the  baby-boom  generation  starts 
Ing  house  for  real.  At  the  moment,  I 
,  to  favor  Modern  Merchandising 
j  largely  because  of  its  heavy  store 
'."ntration  in  Arizona  and  Florida  in 
jion  to  Washington,  Missouri  and 
liesota.    Modern   Merchandising  is 
ipated  to  earn  $2.05  for  the  year 
ig  June  1979,  up  from  $1.65  for  the 
year  just  ended.  My  second  choice 
■vice  Merchandise,  the  youngest  of 
ompanies,  which  has  grown  from 
»utlet  in  1970  to  55  showrooms  at 
id  of  this  June.  Per-share  earnings 
ates  for  all  of  1978  range  from  $1.65 
.77  per  share,  with  $2.25  possible 
179.  ■ 


Tax-free  income  facts 
for  those  over  20. 


When  your  taxable  income  tops  the 
$20,000  mark,  you're  faced  with  the 
cold,  hard  facts  of  soaring  income  taxes. 

That's  when  you  begin  to  reap  the 
benefit  of  investing  in  tax-free*munic- 
ipal  bonds. 

Fidelity  Municipal  Bond  Fund  is 
designed  for  the  investor  whose  tax 
bracket  warrants  tax-free  income  and 
who  seeks  a  long-term,  quality  invest- 
ment. 

The  Fund  has  no  sales  charge, 
daily  liquidity,  and  a  low  (4/10  of  1%) 
management  fee. 

Learn  more  today.  Taxes  are  even 
worse  after  30. 

•A  portion  may  be  subject  to  Federal,  state  or  local  taxes. 

CaUR^  (800) 225-6190 

In  Mass.  CaUCdlect  (617) 726-0650 


FIDELITY  MUNICIPAL  BOND  FUND,  INC. 

Box  832,  Dept.  JB  101678 

82  Devonshire  St,,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a  pro- 
spectus. Read  it  carefully  before  you 
invest  or  send  money. 


Address 

City  State  Zip 

FIDELITY  GROUP 

Over  $3. 5  billion  of  assets  under  management. 


NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 


Money  And  Investments  Coimnodities 


One  Potato,  Two  Potato  .  . 

By  Stanley  W.  Angrist 

".  .  .  The  potato  futures  market  is  somewhat  like 
the  egg  futures  market:  It  is  extremely  volatile 
and  frequently  ignores  fundamental  news  . . 


II  the  fall  active  commodity  traders' 
tlioughts  turn  to  potatoes.  Because  that 
is  when  the  all-important  Maine  harvest 
is  under  way.  This  year  is  no  different. 
The  potato  market  experienced  a  sharp 
rise  in  early  September  when  Maine  was 
threatened  with  an  early  frost.  Private 
weather  forecasters  have  been  predict- 
ing an  early  onset  of  cold  weather,  and 
the  unseasonably  low  temperatures  in 
recent  weeks  have  given  these  projec- 
tions greater  credibility. 

Within  the  past  five  years  the  potato 
futures  market  has  experienced  two  un- 
savory incidents,  the  most  recent  one 
being  a  default  against  a  short  position  by 
a  major  potato  merchant.  Such  incidents 
do  not  lend  confidence  to  neophyte  pota- 
to traders.  The  potato  futures  market  is 
somewhat  like  the  egg  futures  market:  It 
is  extremely  volatile  and  frequently  ig- 
nores fundamental  news. 

One  of  the  factors  having  a  tendency 
to  make  the  potato  market  volatile  is  its 
relatively  low  margin — only  $400  to  hold 
an  outright  long  position  and  only  $200 
in  margin  for  a  spread.  Thus  the  potato 
market  tends  to  attract  traders  with  little 
capital.  It  is  no  secret  that  people  who 
trade  commodities  with  little  money 
have  two  overriding  characteristics:  1) 
They  are  less  knowledgeable  about  the 
market  than  those  with  large  amounts  of 
money;  and  2)  they  tend  to  be  more 
emotional.  (I  ll  not  venture  an  opinion  on 
the  question  of  why  not  having  much 
money  makes  people  more  emotional — 
an  amateur  shrink  I  am  not.) 

Crop  development  has  been  excellent 
in  every  potato-growing  region.  While 
Maine  received  little  rain  during  August, 
recent  precipitation  has  alleviated  some 
of  the  potential  drought  threat.  So  the 
first  question  that  must  be  answered  be- 
fore a  position  can  be  decided  upon  is: 
How  good  will  the  crop  actualK'  be? 
We  will  concentrate  our  attention  on 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  author  o/ Sensible 
Speculating  in  Commodities. 


Maine  potatoes,  since  they  are  the  only 
ones  deliverable  against  the  contract  on 
the  New  York  Mercantile  Exchange. 
Yields  will  almost  certainly  fall  between 
230  hundredweight  and  245  hundred- 
weight per  acre,  while  the  harvested 
acreage  should  fall  between  120,000  and 
124,000  acres.  Bache  Halsey  Stuart,  in  a 
recent  report,  believes  that  production 
will  most  likely  fall  between  28.7  million 
and  29.3  million  hundredweight,  ex- 
ceeding last  year's  production  of  28.3 
million  hundredweight. 

It  should  be  noted  for  the  record  that 
the  U.S.  Department  of  Agriculture  Au- 
gust crop  report  estimated  Maine  acre- 
age for  harvest  at  120,000  acres — 5,000 
acres  above  the  April  planting  intentions 
report  and  2,000  acres  above  the  1977 
level.  In  1977  Maine  had  a  yield  of  240 
hundredweight  per  acre  against  a  five- 
year  average  yield  of  235. 

The  lowly  potato  has  held  an  esteemed 
place  on  our  dinner  plates  for  hundreds 
of  years.  A  brief  study  of  potato  statistics 
reveals  that  while  our  love  of  the  So- 
latium tuberosum  is  not  diminishing,  it  is 
also  certainly  not  growing  very  much. 
Civilian  per  capita  consumption  in  1967 
was  108  pounds,  while  in  1976  it  was 
113.5  pounds.  At  any  rate  we  eat  about 
the  same  amount  of  potatoes  each  year 
regardless  of  price — a  fact  that  econo- 
mists like  to  characterize  by  saying  de- 
mand for  potatoes  is  inelastic.  (It  should 
be  noted,  however,  that  a  marked  in- 
crease in  potato  consumption  on  an  indi- 
vidual basis  will  require  elastic  in  the 
waistbands  of  most  individuals. 

What  has  happened  to  potato  consump- 
tion is  that  we  have  changed  the  way  we  eat 
them.  In  1967,  48.5%  of  all  potatoes  sold 
wound  up  on  the  dinner  table,  most  likely 
baked  or  mashed;  only  14.6%  showed  up 
as  frozen  french  fries  or  in  other  frozen 
products.  In  1976  table  use  had  dropped  to 
37.8%  of  total;  while  28.4%  wound  up 
frozen,  mostly  in  the  form  of  french  fries. 
Total  sales  of  potatoes  in  that  period 
increased  only  20%  and  all  of  the  increase 
showed  up  in  various  processed  forms. 
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Potatoes,  being  perishable,  differ  from 
most  other  agricultural  commodities  in 
that  they  cannot  carry  over  from  one 
season  to  the  next.  In  most  seasons  ex- 
ports amount  to  less  than  1%  or  2%  of  the 
fall  crop.  In  the  1975-76  and  1976-77  crop 
years,  exports  were  appreciable  as  Eu 
rope  suffered  a  severe  drought.  This  year 
Europe  has  been  spared  that  condition 
and  U.S.  potato  growers  have  been  de- 
nied that  outlet  for  a  portion  of  their  crop 

In  summary,  then,  the  outlook  for  po 
tatoes  this  season  appears  to  be  much 
like  that  of  the  1977-78  season.  That  is 
there  appear  to  be  plent\  of  potatoes 
But  it  should  also  be  kept  in  mind  that] 
the  downside  potential  is  limited.  Thel 
cost  of  bagging  and  transporting  potatoes 
to  New  York  from  Maine  is  about  $2.50 
per  hundredweight,  so  even  if  potatoes 
were  to  have  zero  value  themselves 
prices  would  probably  still  reflect  these 
ancillary  costs.  And,  of  course,  until  the 
crop  production  report  is  released  on 
Oct.  11,  one  cannot  be  dead  certain  what 
the  size  of  the  crop  will  turn  out  to  be. 

This  dull  market  can  be  played  in  ei 
ther  of  two  ways — a  short  May  position 
or  a  better  strateg\',  in  my  opinion 
would  be  to  sell  May  and  go  long  March 
with  May  at  a  premium  of  at  least  14C 
points  over  March.  If  production  turns 
out  to  be  more  than  adequate — as  I  be 
lieve  it  will — then  May  s  premium  tc 
March  should  drop  to  80  points  or  less4  ista 
The  profit  from  such  a  move  would  be 
$300  per  spread,  since  each  point  th^ 
spread  moves  is  worth  $5.  I  would  nol 
risk  more  than  30  points  ($150)  from 
where  I  got  in  on  any  position.  Thai 
gives  a  reward/risk  ratio  of  2:1,  excluding 
commissions.  The  commision  on  a  potatq  tpei 
spread  is  about  $40  round-turn. 

This  spread  will  widen  only  if  somei 
thing  happens  to  the  fall  crop.  (In  th« 
1975-76  crop  year  Ma\-  went  out  to  a  600^ 
point  premium  to  March  before  collapst 
ing  as  May  potatoes  climbed  to  18  centi 
per  pound.)  If  Maine  experiences  it 
usual  fall  weather  during  the  hai^vest 
this  spread  is  money  in  the  bank.  ■ 
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Send  for  these  2  timely  United  Reports; 
irliere  tlie  action  is...  wliere  tiie  income  is! 

lus  8  weekly  United  Reports — a  $19  value -only  $5 


United  analyzes 

30  heavily  traded 
favorites 

Facts,  figures,  appraisal  of  risk,  and  clear  advice  to 

BUY-HOLD-SELL 

To  Know  how  these  stocks  have  acted  is  to  have  some  insight  into 
the  thinking  of  the  professionals  who  control  some  of  America's 
biggest  portfolios  You  will  definitely  want  to  see  this  Report. 

ketna  Citicorp      Ford  ITT  Sears 

kin  Home  Pr  Cont'lOII     GenElcc     Kmart  Sony 
>TT  Digital        Gen  Motors  Kennecot  Texaco 

UlRchld       DowChem  Gulf  Oil       Occi  Pet    US  Steel 
ioeing         East  Kodak  Hercules     PepsiCo  Wstghouse 
ritPetr        Exxon         IBM  RCA  Xerox 


United's  latest  13-point  analysis  of 

75  Utility  Stocks 

BUY?  HOLD"^  SELL-;* 
Facts,  figures,  appraisal  of  risk,  and  specific  advice 

You  will  see  13  different  criteria  we  have  used  in  this  newest  analysis 
as  well  as  specific  buy  hold,  sell  advice  on  each  of  the  75  stocks.  We 
believe  you  will  find  this  Report  highly  informative,  so  send  for  your 
own  copy  today 

Here  are  just  a  few  of  the  75  stocks  covered: 


Am  Elec  Pwr 
Cent&  SW 
CinciGE 
Cleveland  El 
Comlth  Ed 
Consol  Ed 


Duquesne  Lt 
FlaPwrLt 
GenPubUtil 
Gulf  States 
Hawaiian  Elec 
Houston  LP 


Illinois  Pwr 
Kansas  PL 
Montana  Pwr 
NEElec 
NY  State  El 
Ohio  Ed 


Pacific  GE 
Penn  Pwr 
PhilaEI 
Potomac  Elec 
So  Calif  Ed 
Southern  Co 


low . . .  when  you  want  the  benefit  of  United's  59  years  of  experience 
working  for  you . . .  United  guarantees  satisfaction  or  full  $5  refund. 
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about  140  stocks  is  kept  under 
continuing  analysis.  And  each 
stock  is  a  part  of  a  diverse 
group  brought  together  solely 
to  serve  one  of  several  specific 
investment  objectives  — 
growth,  income,  and  profit. 
United  also  provides  a 
Supervised  List  of  about  75 
Bonds,  Preferred  Stocks,  and 
Convertibles. 

Here  are  just  a  few  of  the 
interesting  subject 
covered  in 
United  Reports: 

•  Quality  Growth  Stocks  Selling 
at  Bargain  Prices 

•  Liberal  Dividend  Payers  with 
Yields  up  to  9% 

•  Special  Stock  Selections  for 
the  Value-Minded 

•  Low-Priced  Speculations  with 
Strong  Profit  Prospects 

•  Special  Situations  for  Capital 
Gains 

Such  special  research 
projects  are,  of  course,  in 
addition  to  the  regular 
guidance  you  get  in  your 
weekly  issues  of  UNITED 
REPORT. .  .including: 

Stock  Market  Analysis 
and  Specific 
Recommendations 

Each  week,  the  markets 
performance  is  analyzed,  and 
specific  recommendations  are 
made  for  buying,  selling,  or 
holding  stocks.  The  UNITED 
REPORT  is  "put  to  bed"  on 
Friday— after  the  close  of  the 
market— and  printed  and 
mailed  to  you  just  hours  later 


General  Business 
Forecast 

This  weekly  feature 
highlights  favorable  and 
unfavorable  factors  and 
presents  a  clear-cut  summary 
and  forecast . . . plus  the 
"United  Business  Index." 

United  Opinion 
from  Washington 

Here  you  get  the  essential 
facts  and  knowledgeable 
interpretations  of  what's  been 
happening  in  Washington  that 
may  vitally  affect  your  business 
and  investment  planning. 

Commodity  Price 
Forecasts 

Concise  commentary  and 
specific  forecasts  on  currently 
newsworthy  commodities. 


Buying  Advices  of 
Other  Services 

A  summary  of  the  stocks 
currently  advised  for  purchase 
by  two  or  more  other  leading 
investment  services. 

Stocks  to  Sell  or  Avoid 

Stocks  with  poor  or 
deteriorating  prospects  which 
should  be  sold  or  avoided,  plus 
a  summary  of  the  selling 
advices  of  others. 


Bonds,  Preferred 
Stocks  and 
Convertibles 

Recommendations  of  senior 
securities  found  to  have 
unusually  favorable  merit. 


Save  $14  on  a  $19  subscription  to 
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Selling  Options:  A  Strategy 
That  Doesn't  Make  Sense 


By  John  Train 


.  .  The  poor  investor  is  really 
getting  a  taxable  return  of  capital 


myth  has  grown  that  seUing  cov- 
ered call  options  is  a  relatively  safe  way 
for  an  investor  to  regularly  earn  over 
15%  on  his  money.  By  owning  a  stock, 
you  are  supposed  to  be  relatively  free 
from  risk  while  earning  a  big  return  by 
selling  call  options  against  it.  If  the  stock 
isn't  called,  you  still  own  it  and  receive 
the  dividends.  If  it  is  called,  you  get  your 
money  back  plus  a  substantial  premium 
from  the  option. 

It  doesn't  really  work  that  neatly. 

I  am  grateful  to  Thomas  C.  Noddings. 
a  Chicago  investment  adviser,  for  the 
following  calculations  that  show  what  has 
happened  to  the  five  publicly  owned  mu- 
tual funds  engaged  in  the  options-selling 
business. 

These  funds  have  several  advantages 
over  the  ordinan.-  retail  investor:  They 
have  enough  mone\'  (about  .$300  million) 
to  diversifv'  and  to  call  their  shots.  The\ 
have  experienced  professional  manage- 
ments using  computers  with  mathemat- 
ical models,  historical  data  and  other 
sophisticated  tools.  Being  so  big,  they 
are  among  the  first  a  broker  will  call  with 
valid  ideas.  They  have  been  going  for  a 
year,  on  average;  not  long  enough  for  a 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
o/ Dance  of  the  Money  Bees. 


final  determination,  but  long  enough  for 
a  serious  look.  As  12-month  periods  go, 
it  s  a  fair  one,  since  the  market  averages 
broke  about  even. 

If  these  mutual  funds  can  t  make  it, 
you  can  t. 

Here  is  how  things  worked  out  for  the 
period  ended  June  30,  1978;  After  the 
load  charge,  an  investor  who  put  etjual 
amounts  of  money  into  each  fund  would 
have  lost  about  2.5%  in  that  time,  v\hile 
paying  significant  taxes. 

This  worst-of-all-possible-worlds  situa- 
tion arises  because  to  maintain  an  illu- 
sor>  'income,  "  the  funds  pa\  out  taxable 
realized  capital  gains,  while  refraining 
from  realizing  taxable  losses  on  stocks 
still  held.  So  the  poor  investor  is  really 
getting  a  taxable  return  of  capital. 

Investors  in  these  fijnds  get  the  im- 
pression that  they  have  "made  "  8%  on 
their  money — 3.9%  in  dividends  plus  4% 
in  distributed  realized  capital  gains.  If 
you  deduct  unrealized  capital  losses, 
they  are  down  to  about  3.6%.  After  load 
fees,  investors  show  a  loss — even  with- 
out considering  taxes. 

A  major  study  of  the  results  of  selling 
covered  call  options  was  published  in  the 
April  1978  Journal  of  Business  of  the 
University  of  Chicago.  Entitled  "The  Re- 
turns and  Risk  of  Alternative  Call  Option 
Portfolio  Investment  Strategies,"  it  cov- 


ered  the  period  from  JuK  I,  1963  tc 
Dec.  31,  1975,  and  included  25  subpe 
riods.  The  authors:  Professors  Robert 
Merton  and  Myron  Scholes  of  MiTj 
Sloan  School  of  Management  and  the 
Chicago  Graduate  School  of  Business 
respectiveK ,  together  with  Mathevi 
Gladstein  of  Donaldson,  Lufkin  &f  Jen* 
rette.  The  study  shows,  not  surprisingly 
that  writing  covered  call  options  pro| 
duced  a  lower  return  (by  about  4%  annu 
ally)  than  just  holding  the  underl\in| 
stocks  even  without  considering  ttu 
transaction  expenses  involved.  One  o| 
the  reasons  is  that  when  you  sell  callsl 
you  reduce  volatility — for  which  yoi 
must  pa\  a  price. 

Practically  everything  is  wrong  witl 
this  policy.  Investors  usually  initiati 
such  a  program  in  weak  markets,  w  h(  i 
the  opportunities  are  brightest.  Thus 
while  retaining  their  exposure  on  thi 
downside,  they  put  a  cap  on  the  excitinj 
upside.  "Cut  your  profits  and  let  you) 
losses  run,  "  as  it  were.  Forget  it. 

Boil  this  down  and  what  do  you  have 
Instead  of  cutting  your  losses  and  lettinj 
your  profits  run,  you  cut  your  profits  anc 
let  your  losses  run.  A  policy  that  oppose 
one  of  the  most  basic  and  sensible  rule 
of  investing.  The  fact  that  it  is  complicat 
ed  b\'  call  options  doesn  t  make  it  mak< 
anv  more  sense.  ■ 


Five  iViutual  Funds  And  How  They  Fared 

...  in  the  options-selling  business. 


^ncome  Results- 


Income  Funds 


Dividends 

Starting      Starting      Paid  to    Annualized  NAV 
Date         NAV*        6/30/78       Returnt  6/30/78 


-Capital  Results- 


Capital  Estimated  Adjusted 
Gains  Undtstrib.  NAV  to 
Distrib.     Dividends  6/30/78 


Capital 
Growth 


Colonial  Option 
Federated  Option 
Kemper  Option 
Oppenheimer  Option 
Putnam  Option 


4/77 
6/77 
6/77 
10/77 
6/77 


$11.44 
13.73 
13.73 
22.88 
13.73 


$0.40 
0.53 
0.49 
0.51 
0.33 


3.5% 

4.4 

3.5 

4.4 

3.5 


$10.55  +  $0.86 

12.95  +  0.40 

13.04  +  0.72 

23.21  +  0.39 

13.33  +  0.65 


$0.07  =  $11.34  -0.9% 

0.05  =    13.30  -3.1 

0.05  =    13.71  -0.1 

0.25  =    23.35  -1-2.0 

0.15  =    13.83  +0.8 


Average  Return  3.9% 


Average  Capital  Growth  -0.3% 


*NAV  is  net  asset  value  per  share  after  deducting  the  initial  sales  charge, 
of  dividends. 


tAdjusted  return  based  on  a  representative  quarterly  distribution 
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TRANSPORTATION 


\n  Investment  in  the  Future 


jansportation  has  been  and  always  will  be  a  fundamental  business.  Moving  goods  from  place  to  place  is  an  essential  activity 
ir  every  company  in  all  industries.  Basic  as  it  is,  however,  transportation  is  constantly  changing  to  meet  new  opportunities 
lid  conditions. 

ecause  transportation  is  our  business,  Transway  International  Corporation  has  developed  a  man- 
j  jement  strategy  to  anticipate  and  to  change  the  face  of  transportation.  We  call  our  strategy  Total 
\odal.  Transway  has  operating  companies  that  are  active  in  all  modes  of  transport . . .  rail,  highway, 

ater,  and  air.  Therefore,  Transway  has  a  Total  Modal  investment  in  the  future  of  transportation. 

r  Total  Modal  viewpoint  enables  us  to  see  each  transportation  mode  in  terms  of  its  potential  alone,  and  in  a  wide  range  of 
nodal  and  multimodal  combinations.  Here  are  three  specific  examples: 


jgyback  service  was  pioneered  by  Transway  forwarders 
collaboration  with  the  railroads.  Fully  loaded  truck 
ilers  are  placed  aboard  railway  flatcars  and  moved 
ail  service  to  destination  terminals  for  final  delivery  by 
tor  vehicle.  This  bimodal  innovation  provides  operating 
Dnomies  and  more  efficient  use  of  energy 


Roll-on/Roll-off  vessels  extend  this  bimodal  concept  by 
placing  loaded  highway  trailers  aboard  ships.  In  Central 
America  and  Ecuador  the  trailers  are  moved  by  highway  to 
final  destination.  This  transportation  system  contributes  to 
the  growth  and  development  of  the  economies  of  the  na- 
tions served. 


lat  Dane  Trailers  is  a  leading  manufacturer  of  trailers 
jse  in  rail,  marine  and  highway  operations.  Because  of 
ey  role  as  a  major  supplier  to  the  nation's  railroads, 
|or  carriers  and  private  truck  fleets.  Great  Dane  em- 
izes  research  and  development,  production  effi- 
icy  and  quality  control. 


?5# 


)ugh  these  and  other  applications  of  our  Total  Modal  investment  strategy,  Transway  has  grown  behind  the 
les.  If  all  of  our  transportation  companies  were  named  Transway,  you  would  be  more  familiar  with  our  corporate 
^  le.  Our  Total  Modal  method  of  investing  in  the  future  of  transportation  has  helped  Transway  grow  into  a 
'^"oration  with  over  $700  million  in  revenues,  and  over  $275  million  in  total  assets. 

,iial  Modal  Transportation... 
und  concept  to  invest  in 


Transway  International  Corporation 

747  Third  Avenue 
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Chalk  One  Up 
For  The 
Little  Fellow 

By  Myron  Simons 


e  ve  already  had  a  sparkling  bull 
market  even  with  huge  pools  of  institu- 
tional money  not  participating.  Aside 
from  the  much-publicized  action  in  gam- 
bling stocks,  a  truly  astounding  number 
of  conventional  stocks  have  soared. 
From  where  I  sit,  the  number  of  dou- 
bles, triples  and  quadruples  in  the  past 
few  years  seems  to  have  equaled  that  of 
any  period  in  stock  market  history. 

The  present  bull  market,  unlike  re- 
cent ones,  has  been  fueled  to  a  large 
degree  by  the  bargain-hunting  individ- 
ual investor.  He  has  been  considerably 
aided  and  abetted  by  foreign  money, 
much  of  it  seeking  refuge  from  the  politi- 
cal worries  of  Europe,  Asia  and  Latin 
America.  U.S.  stocks,  which  look  cheap 
by  any  standards,  are  doubly  cheap  for 
foreigners  whose  currency  has  been  ap- 
preciating against  the  dollar. 

This  is  a  reversal  of  the  normal  proce- 
dure where  the  public  onl\  comes  in 
when  a  bull  market  is  well  under  way, 
meaning  that  there  is  a  huge  reservoir  of 
buying  power  yet  to  come  in,  and  sug- 
gesting that  the  current  bull  market  is  far 
from  spending  its  force. 

The  large  institutions,  particularly  the 
pension  funds  and  the  banks  advising 
them,  are  traditionally  long-term  inves- 
tors who  dominate  the  market  by  antici- 
pating major  stock  market  moves.  They 
have  followed  an  age-old  strategy:  Buy 
stocks  when  interest  rates  are  near  their 
peaks  and  when  a  business  slowdown  has 
actual!)  started.  It  ma\  be  months  before 
we  reach  that  point.  But  the  logic  of 
timing  has  been  outweighed  by  bargain 
prices.  As  a  result,  many  big  institutions 
have  been  left  sitting  on  the  sidelines. 

It  all  adds  up  to  an  explosive  potential 
should  the  institutional  sense  of  market 
timing  ever  turn  favorable.  That  could 
happen  sometime  in  the  fourth  quarter 
of  1978,  when  business  conditions  could 
be  clearly  slowing  down  while  interest 
rates  are  up  near  their  peak.  .\t  that  time 

Myron  Simons  is  a  vice  president  of  the  SYSE 
firm  of  Cowen  b-  Co. 


it  should  be  possible  to  get  a  pretty  ] 
reading  on  whether  the  economy 
come  in  for  a  soft  landing  before  stai 
up  again,  or  whether  it  will  drop  o 
a  deep  recession.  Most  economists 
pect  a  pause  rather  than  a  sharp  brea 
so,  it  will  be  traditional  to  buy  befon 
new  upturn  begins.  That  should  brii 
the  big  institutions. 

Of  course,  the  Dow  Jones  indu) 
average  moved  up  150  points,  but  it 
not  give  much  ground  even  if  the  ec 
my  softens.  There  s  no  reason  to  ej 
the  public  to  start  selling  just  becau 
some  lackluster  economic  news  Foj 
eigners,  U.S.  stocks  are  almost  as  r 
on  the  bargain  counter  as  they  ever 
because  the  dollar  is  still  deprecia 
So  when  the  big  pension  funds  and  t 
begin  to  pile  aboard,  we  can  start  fr 
relatively  lofty  level  and  easih  malo 
time  highs  in  the  market. 

NaturalK  the  big  institutions  w 
most  of  their  bu\  ing  in  companies 
large  capitalizations,  and  they  are  a 
start  with  those  stocks  that  haven 
fulK  participated  in  the  upward  n 
The  international  oils  are  leading  c 
dates.  Exxon  (50).  Mobil  (68)  and 
dard  Oil  of  California  (45)  shoull 
attractive. 

What  about  a  strategy  for  the  nejo 
months  while  the  big  investors  wi 
see  how  the  economic  scenario  wiJ 
fold?  The  econom\  always  looks  a 
frightening  on  its  wa\  down,  ar 
course,  should  it  go  into  a  deep  r 
sion,  all  bets  for  a  bull  market  ar* 
Therefore,  now  I  prefer  stocks  in  ca 
nies  that  will  have  something  goin 
them  if  the  economy  should  soften. 

IC  Industries  (31)  has  undergone 
a  change  since  1964  when  100% 
sales  and  earnings  were  derived  fro 
Illinois  Central  Gulf  Railroad.  It  ha 
acquired  Pet.  a  company  that  has 
than  81  billion  in  sales  in  various 
sumer  fields.  As  a  result,  over  71 
sales  and  revenues  comes  from  coi 
er  and  commercial  products.  In  fs 
Industries  now  is  conducting  stui 
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?  whether  it  will  sell  the  railroad  to  the 
uthern.  It  may  take  a  couple  of  years 
ifore  such  a  sale  would  go  through  all  of 
|;  regulating   procedures,    but   if  it 
5uld,  IC  Industries  would  have  a  large 
I  loss.  Part  of  the  reason  for  the  Pet 
juisition  was  to  be  ready  with  a  new 
earn  of  earnings  in  the  event  the  rail- 
.d  was  disposed  of  In  addition,  ICI 
ns  the  Midas  Muffler  Corp.,  Pepsi- 
la  bottling  companies  in  seven  mid- 
stern  states,  as  well  as  Abex.  These 
isions  should  be  relatively  resistant  to 
'thing  but  a  severe  recession.  The 
ripany  should  earn  a  little  over  $4.50 
>  year,  and  it  seems  reasonably  priced 
new  of  its  prospects, 
ivery  few  years  a  new  drug  with  enor- 
iis  potential  comes  along.  Squibb  (33) 


Many  big  institutions 
ve  been  left  sitting 
the  sidelines  . . ." 


has  one  that  would  combat  hyper- 
lon  in  a  different  way  from  those 
lucts  presently  on  the  market.  So  far 
drug,    known   as   Captropril,  has 
ergone  tests  indicating  that  it  works 
elp  hypertension  with  far  fewer  side 
ts  than   existing  medications.  Of 
se,  it  will  take  a  couple  of  years  of 
ng  before  Captropril  will  be  on  the 
cet,  and  there's  always  the  chance  of 
jthing  turning  up  to  ruin  its  chances, 
bb  is  a  fine  old-line  company  that  is 
cted  to  earn  $2.60  this  year.  Those 
ings  don't  justify  its  present  price,  so 
thing  is  being  paid  for  the  potential 
aptropril.  But  should  the  drug  suc- 
its  possible  impact  is  so  large  that 
ms  worth  the  risk. 
tstburne  (30)  is  the  largest  contract 
T  in  Canada  and  operates  rigs  in 
•  parts  of  the  world.  It  is  also  the 
st  distributor  of  plumbing  supplies 
one  of  the  biggest  distributors  of 
rical  equipment  in  Canada.  West- 
3  is  building  up  its  own  production. 
_year  it  earned  $4.20  a  share  fiilly 
;d.  This  year  it  could  earn  $5.50. 
lat  I  am  saying  is  that  there  could 
be  a  pause  in  the  upward  move- 
but  even  with  the  big  gains  the 
t  has  seen  recently,  stocks  are  still 
vely  cheap.   Thus   the  downside 
ire  not  serious,  while  the  prospects 
e  market  to  sail  on  to  new  highs  on 
rength  of  belated  institutional  par- 
tion  are  very  good.  All  that  it  will 
s  a  favorable  resolution  of  some  of 
ictors  that  look  so  worrisome  to 
isional  investors.  ■ 


Send  for  3  Special  United  Reports  on  3  ways 
to  take  advantage  of  today's  high  interest  rates. 

Money-Market  Funds 

Investors  find  Money-Market  Funds  a  relatively  risk-free  way  to  take  advantage 
of  today's  high  short-term  interest  rates.  In  this  Special  Report,  United  gives  you 
facts,  figures,  and  analysis  on  1 1  funds  and  especially  recommends  3  now. 

High-Yield  Bond  Funds 

If  you  are  looking  for  a  higher  return,  give  careful  consideration  to  corporate  bond 
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on  the 

Thoughts  .  .  .  Business  of  Life 


When  I  was  a  boy  of  16,  my  father  was 
so  ignorant  I  could  hardly  stand  to 
have  the  old  man  around.  But  when  I 
got  to  be  21,  I  was  astounded  at  how 
much  he  had  learned  in  five  years. 
Mark  Twain 


You  can  have  no  greater  sign  of  a 
confirmed  pride  than  when  you 
think  you  are  humble  enough. 
William  Law 


It  is  a  pity  that  only  actors 
cultivate  the  art  of  speech,  because 
when  they  are  not  acting,  they 
seldom  have  anything  to  say 
worth  listening  to. 
William  Saroyan 


Wisdom  holds  the  cause  of  its 
own  delight  and  suffers  no  anxiety. 
Thomas  Aquinas 


A  fanatic  is  one  who  can't  change 

his  mind  and  won  t  change  the  subject. 

Winston  Churchill 


Dead  counselors  are  the  most 
instructive,  because  they  are  heard 
with  patience  and  reverence. 
Samuel  Johnson 


To  question,  knowing  that  never  can 
the  full  answer  be  found;  to  accept 
uncertainties  quietly,  even  our 
incomplete  knowledge  of  God;  this  is 
what  man's  journey  is  about,  I  think. 
Lillian  Smith 


Men  of  sense  are  really  all 
of  one  religion.  But  men  of 
sense  never  tell  what  it  is. 
Anthony  Ashley  Cooper 


The  criterion  of  truth  is  morality, 
and  the  criterion  of  morality  is  truth. 
Friedrich  Nietzsche 


Sin  lies  in  hurting  other  people 
unnecessarily.  All  other  "sins" 
are  invented  nonsense. 
Robert  Heinlein 


Truth  never  hurts  the  teller. 
Robert  Browning 


When  nature  removes  a  great  man, 
people  explore  the  horizon  for  a 
successor;  but  none  comes,  and  none 
will.  His  class  is  extinguished  with 
him.  In  some  other  and  quite  different 
field,  the  next  man  will  appear. 
Ralph  Waldo  Emerson 


What  is  freedom  but  the  unfettered 
use  of  all  the  powers  which 
God  for  us  hath  given? 
Samuel  Taylor  Coleridge 

no 


It's  always  worthwhile  to  make 
others  aware  of  their  worth. 

A  bore — someone  who  persists  in 
holding  to  his  own  vieivs  after 
we  have  enlightened  him  with  ours.  * 
Malcolm  Forbes 


I  take  the  greatest  lesson 

from  compassion — it  takes  away  all 

the  conceit  out  of  my  life. 

Sri  Chinmoy 


The  foolish  and  the  dead  alone 
never  change  their  opinion. 
James  Russell  Lowell 


A  gossip  is  one  who  talks  to  you 
about  others;  a  bore  is  one  who  talks 
to  you  about  himself;  and  a  brilliant 
conversationalist  is  one  who 
talks  to  you  about  yourself 
Lisa  Kirk 


A  nickname  is  the  heaviest  stone 
that  the  devil  can  throw  at  a  man. 
William  Hazlitt 


*From  The  Sayings  of  Chairman 
Malcolm,  a  eollection  of  over  500 
thoughts  embodying  the  wit  and 
tvisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth 
Avenue.  \ew  York.  \.Y.  10011. 
Add  appropriate  sales  tax  on  New 
York  State  orders. 


He  who  laughs  last  didn't  get  the  point. 
CoRiN.NA  Marsh 


Charm  is  a  glow  within  a  woman  that 
casts  a  becoming  light  on  others. 
John  Mason  Brown 


A  bore  is  a  man  who  deprives  you 
of  solitude  without  providing 
you  with  company. 
Gian  Vlncenzo  Gravina 


I  don't  care  how  much  a  man  talks, 
if  he  only  says  it  in  a  few  words. 
Josh  Billings 


A  Text .  . . 


Sent  in  by  Ronald  W.  Fisher,  St.  Martin 
d'Heres.  France.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of  texts  used. 


Knowledge  puffeth  up.  but  charity 
edifieth. 

I  Corinthians  8:1 
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American  business 
zan  sell  anything  except 
its  most  important 
product-itself. 


The  most  important  thing  in  America 
today  to  the  safety  and  well-being  of 
every  American  is  solvent,  healthy 
American  business. 

When  business  is  sick,  all 
America  is  sick— charity  and  educa- 
tion shrink,  wages  disappear  for 
millions,  savings  evaporate,  young 
people  get  no  jobs,  opportunities 
and  hope  disappear,  neighborhoods 
sink  into  slums. 

When  business  is  prosperous 
there  are  more  and  more  jobs,  charity 
is  extended,  more  profits  produce 
more  taxes  for  more  education  and 
other  good  uses,  opportunities 
increase  for  all  the  young,  modern 
housing  gets  built. 

That's  how  vital  healthy,  pros- 
perous business  is  to  the  well-being 
of  all  America.  But  you  don't  often 
hear  American  business  pointing 
out  that  fact. 
They'd  better. 


WARNER  &SWASEY 
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A  versatile  Warner  &  Swasey  G-880  Gradall® 
telescoping-boom  excavator  removes  old 
concrete  pavement  as  part  of  a  highway  con- 
struction project  in  Ohio. 


jductivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

j78  the  WARNER  &  SWASEY  COMPANY      Executive  Offices:  1 1 000  Cedar  Avenue,  Cleveland,  Ohio  441 06 


M  siA  pit;ut;       in  uiie  easy  lu  carry-on 

. . .  for  overnight  or  around  the  world. 


Two  time  TV  Emmy  Award  Winner  Stan  IHart:  "The  Kluge 
Bag  is  the  best.  The  only  piece  of  luggage  I  ever  use. " 

Pennsylvania  cattleman  Robert  Johnson:  "For  quality, 
convenience,  organization,  the  Kluge  Bag  tops  any  set  of 
luggage  I've  ever  used. " 

DRG  Record  Company  President  Hugh  Fordin:  "One 
carry-on  piece  sure  beats  three  or  four  check-in  bags.  I'm 
delighted. " 


Here's  the  famous  original  you'll  see  on  the  Concorde, 
the  shuttle  to  Washington,  the  commuter  out  of 
O'Hare.  The  Kluge  Bag.  The  only  combination  over- 
nighter  and  fortnighter  in  the  world. 

And  the  only  bag  that's  as  easy  to  carry  to  the  last 
airline  gate  with  a  complete  wardrobe  as  it  is  with  a 
single  change  of  clothing. 

A  "no  waiter "  you  never  check  in.  Never  have  to  wait 
for  at  the  baggage  counter. 

Extra  Comfort  and  Convenience 

You'll  use  the  Kluge  Bag  like  a  week-ender,  too, 
because  it's  just  as  easy  to  carry  on  and  a  whole  lot 
better.  Better  because  nothing  gets  wrinkled  or 
creased . . .  because  you  have  extra  room  for  all  the 
reports  and  papers  you  need,  the  tennis  things  you 
may  or  may  not  use,  the  sweater  you'd  like  to  be  able 
to  knock  around  in  at  night,  and  to  bring  back  anything 
from  reports  to  a  new  suit  you  pick  up  on  your  trip.  (You 
can  prove  it  yourself  at  our  risk!) 


Beautifully  Organized 

The  almost  infinite  flexibility  is  the  result  of  an  or- 
ganization system  designed  by  Peter  Kluge,  an  inter- 
national businessman,  who  travels  constantly,  from 
Chicago  to  Dallas,  New  York,  Los  Angeles,  to  Europe 
and  the  Middle  East,  never  sure  if  he'll  be  away  two 
days  or  two  weeks,  or  of  the  clothing  he'll  need. 

So,  in  one  lightweight,  compact,  easy-to-carry 
handle  or  shoulder  bag  you  get  (1)  a  garment  bag  that 
holds  two  suits,  (2)  a  pullman  case,  (3)  a  week-ender, 
(4)  a  tote-tennis  bag,  (5)  a  toilet-accessories  kit,  (6)  a 
laundry-wet  stuff  bag . . .  plus  a  full-size  portfolio. 
Compartmentalized  for  easy  access  to  your  shirts, 
ties  and  belts;  shoes  and  socks:  underwear;  suits, 
slacks  and  jackets;  sportswear,  sweater,  bathrobe; 
business  reports  and  papers.  Anything  and  every- 
thing you  need. 


One  Vs.  Two,  Three  or  Four 

You  can't  even  begin  to  compare  the  ease  and 
convenience  of  the  Kluge  (rhymes  with  huge)  Bag  with 
the  bulky,  heavy,  loaded-down  check-in  luggage  you 
usually  carry  on  trips  of  three,  four  or  more  days. 

The  Kluge  Bag  alone  easily  outcarries  a  garment 
bag,  a  weekender  or  pullman  plus  a  dispatch  case.  It 
not  only  looks  better,  weighs  less,  it's  also  much  easier 
to  carry  and  leaves  your  hands  free  to  get  your  wallet 
or  ticket.  Most  important  of  all,  only  the  Kluge  Bag  is 
always  ready  when  you  are  to  get  off  the  plane. 

Top  Quality  Construction 

Simply,  there's  no  other  piece  of  luggage  anything 
like  this.  Beautifully  made  of  top-quality  cellulose 
rayon,  the  material  that's  most  often  used  in  expensive 
luggage  today  because  it's  as  strong  as  it  is  light,  and 
sponges  clean  in  an  instant  to  retain  its  beauty 
through  years  of  use  and  abuse,  the  Kluge  Bag  is 
available  in  natural  canvas  color  with  rich  brown  piping 
and  in  striking  solid  black  diamond  and  brown  trim 

Outside  there  are  three  sectional  zippers,  so  you 
can  get  to  anything  in  a  second,  with  security  snap 
locks  and  an  over-all  snap  lock  safety  strap,  plus 
comfortable  carrying  handles  and  the  adjustable, 
burden-bearing  shoulder  strap. 

Inside,  a  fold-up  rigid  bottom  supports  everything 
you  can  carry  in  the  zippered  main  compartment.  The 
fittings  and  details  are 
equally  impressive,  like 
a  tie  rack,  a  fitted  com- 
partment tor  toiletries,  a 
zippered  compartment 
for  valuables,  pockets 
for  cards,  notes,  keys 
and  more.  Plus  a  huge 
volume  portfolio.  Every- 
thing you  need  to  make 
packing  and  traveling 
for  days  or  weeks 
easier  and  taster  than 
it's  ever  been  before. 


Unique  Shoulder 
Carry  System 


Yet  fully  packed  the  Kluge  Bag  is  just  18"  high  by  22 
long  and  12"  deep. 

Only  $40.00! 

Most  extraordinary  of  all,  though,  is  the  price.  At  $9 
and  $100,  which  is  the  price  you'd  probably  have 
spend  in  a  fine  retail  store,  the  Kluge  Bag  would  be 
excellent  value.  At  $40.00  it's  absolutely  unbeatable 

A  price  that's  possible  because  we're  one  of  th 
largest  mail  merchandisers  in  the  United  States 
able  to  commit  for  an  entire  manufacturing  run,  and 
eliminate  salesmen,  distributors  and  retailers  ar 
their  costs  by  selling  direct. 

No  Risk  Trial 

Now  we  invite  you  to  judge  the  Kluge  Bag  f' 
yourself — for  30  days  without  risk  or  obligation.  Yc 
must  be  convinced  that  it's  the  finest,  most  usefi 
convenient  and  versatile  piece  of  luggage  on  the  m 
ket  today  a  time  and  trouble  saver,  the  perfect  pie« 
for  every  trip,  or  return  it  to  us  for  a  complete  refun 
No  questions  asked. 

CALL  800-325-6400 

OPERATOR  #8 

(Missouri  residents  call  800-342-6600) 
These  lines  are  in  operation  24  hours, 
7  days  a  week 
To  order  with  any  credit  card,  just  call  us  at  the  h 
free  number  above.  Or  send  your  check  to  Dougl 
Dunhill  at  the  address  below.  Be  sure  to  spec 
natural  or  black.  (Illinois  and  New  York  State  resider 
are  required  to  include  sales  tax.) 

Of  couse  we  want  you  to  try  it  on  a  trip  during  yo 
30-day  trial.  Don't  worry  about  how  you  handle 
Nothing  will  hurt  it.  And  we'll  take  it  back  under  a 
circumstances  anyway  So  order  your  Kluge  Bag  ric 
now.  Take  the  lug  out  of  luggage,  the  wait  out 
baggage. 


Dept.  52-1819 

4225  Frontage  Road  •  Oak  Forest,  IL  60452 

©  Douglas  Dunhill  Inc.  1978 

"Kluge  Bag"  is  a  trademarl<  of  Douglas  Dunhill  Inc. 
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just  upgraded 
your  economy  class 

ticket.^ 


discount 
Fares 


Introducing 
Clipper'  Class. 


If  you're  a  business  traveler,  or  anyone  who  flies  a  lot,  you're  probably  paying  the  full 
economy  fare.  That  can  be  a  lot  of  money.  And  naturally  you  want  a  lot  for  it. 

Well,  starting  October  29f  Pan  Am  has  something  special  for  you.  It's  called  Clipper  Class. 
And  very  simply,  it  offers  upgraded  service  for  the  same  full  economy  class  ticket 
that  you're  buying  right  now. 

Initially  available  on  all  747  TransAtlantic  flights  and  selected  Trans- 
Pacific  flights,  Clipper  Class  will  supply  all  those  extras  in  comfort  and  service 
that  can  make  a  real  difference  to  the  long-distance  traveler. 

Extras  like:  a  special  section  for  full  fare  passengers,  where  you're  likely  to 
have  a  lot  more  room.  Special  check-in  attention  and  use  of  the  first 
class  lounge  in  selected  airports.  Plus  complimentary  wine  and 
beverages,  free  head-sets,  and  a  special  choice  of  entrees 
with  meals. 

All  for  the  present  full  economy  fare. 

Have  your  travel  agent  book  you  on  Pan  Am's 
new  Clipper  Class.  It's  a  great  new  way  to  experience 
the  world's  most  experienced  airline. 


1st 
Class 


See  your  travel  agent. 


America  s  airline  to  the  world. 


ibject  to  Government  Approval. 


trust  what  they  say." 

We  went  to  Kansas  City  to  meet  some 
of  the  TV  Guide  readers  there.  They  talked  about 
how  a  magazine  touches  their  lives.  And  why. 

To  Russ  and  Anna  Brown,  family  life 
centers  around  their  children.  They  under- 
stand the  influence  television  can  have. 
And  they  set  high  standards  for  viewing. 
Standards  they  base  on  solid  informa- 
tion. "I  trust  TV  Guide  and  what  they 
say,"  Anna  told  us.  "^^I  read  an  article 
last  night  and  I  almost  stood  up 
and  cheered.  They  just 
present  the  facts  and 
you  make  up  your  own 
mind'/ 

^  4^ 


All  across  America  people  read  TV  Guide. 

It's  part  of  their  lives.  A  magazine  they  can  turn  to  for 
insight,  information  and  a  point  of  view  about  television's  eff ec 
on  their  family,  their  lifestyle,  their  world. 

It's  an  environment  advertisers  can  use,  a  magazine  wherj  nac 

America  xead^ 


"I  don't  think  there  is  enough 
knowledgeable  criticism  of  tele- 
vision'/ comments  Frank  Brennan, 
insurance  man,  civic  leader  and 
early  morning  jogger  "TV  Guide 
should  keep  at  it.  This  is  a  respon- 
sible periodical  that  people 
read  and  look  to.  It  has  a  lot  of 
influence'.' 

"I  find  the  vmting  in  TV  Guide 
very  satisfying,  very  concise 
and  very  sharp^'  Jim  Assad,  direc- 
tor at  the  Missouri  Repertory- 
Theatre,  told  us  during  a  break  in 
rehearsal  of  Pinter's  "Old  Tmies'.' 
"In  directing  a  play,  I  don't  dare  to 
condescend  to  an  audience.  And  I 
don't  find  TV  Guide  condescending 
in  any  v\^ay ' 

Whitey  Herzog,  manager  of 
Kansas  City's  Royals,  doesn't  have 
much  time  for  outside  activities 
during  the  sizzling  baseball  season. 
^^But  come  October,  you  can  bet 
lai  be  reading  TV  Guide/'  he  told 
us.  "I  read  almost  all  the  articles— 
and  I  think  they  do  a  good  job!' 

"TV  Guide  has  the  image  to  a 
lot  of  people  as  being  literally  a 
guide''  says  Jackson  County  legislator 
Kay  Waldo  (knovm  to  local  CB-ers  by 
her  handle  Katy  Arapajo).  "I  know- 
it's  much  more  than  that  in  ha-ving 
articles,  critiques,  reviews  in  addi- 
tion to  the  listings.  If  it  were  $2.00, 
I  would  buy  itC' 


dvertising  gains  attention,  makes  an  impression,  and  generally 
,  ets  the  best  reading  for  your  ad  dollar. 

Isn't  that  what  you  want  your  advertising  to  do? 
11  over  43  million  adult  Americans  in  America's  best  selling 
agazine. 
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There  are  27  articles,  10  Faces  Be- 
hind The  Figures  and  1.5  leatures  in 
this  single  issue  of  Forbes.  What's  it 
like  to  gather  so  much  material  in  a 
two-week  span?  Some  highlights: 

Associate  Editor  Phyllis  Bernian 
went  to  the  Mexican-American  bor- 
der at  San  Ysidro,  Calif,  and  ended 
up  having  to  duck  rocks  heaved  b\ 
frustrated  illegal  immigrants  at  mem- 
bers of  the  U.S.  Border  Patrol.  But, 
says  Berman,  the  Patrol  is  more  likelv 
to  be  frustrated  than  the  determined 
.Mexicans.  "This  is  like  a  football 
game,  one  patrolman  told  her. 
"We  ve  cut  them  off  at  this  preferred 
route,  but  they  may  just  be  making 
end  runs  around  us.  Violence  is  the 
latest  factor  in  what  often  resembles  a 
game  of  tag  between  the  Border  Pa- 
trol and  the  illegals,  many  of  whom 
surrender  willingly  only  to  make  an- 
other crossing  attempt  later  that  same 
evening.  What  surprised  Berman 
most  was  that  the  aliens  don  t  seem 
scared.  They,  too,  know  it  is  a  game. 

One  official  of  the  patrol  told  Ber- 
man that  with  enough  meti  the  bor- 
der could  be  sealed.  Berman  doubts 
it.  "Maybe  with  a  willingness  to  mow 
people  down,  we  could  seal  the  bor- 
der, she  says,  "but  given  a  humane 
attitude,  we  11  have  to  live  with  a 
border  that  leaks  like  a  sieve.  Ber- 
man came  away  deepK  moved  by  the 
determination  of  so  manv'  foreigners 
in  their  efforts  to  get  into  a  countn, 
whose  natives  tend  to  take  their  privi- 
leges for  granted.  Her  story — on  the 
current  wave  of  legal  and  illegal  im- 
migration— begins  on  page  fi3. 

Roy  Neuberger,  a  spry  75,  walked 
some  70  blocks — about  four  miles — 
en  route  from  his  home  in  upper 
Manhattan  to  Forbes'  downtown  of- 
fices for  the  interview  that  appears  on 
page  53.  It  s  not  that  he  couldn  t  have 
afforded  a  taxi:  Neuberger  owns  one 
of  America  s  great  art  collections  and 
he  s  senior  partner  of  a  big  Wall 


Street  house.  Senior  Editor  Robert 
Flahert)',  who  has  interviewed  in 
depth  a  great  man\  of  the  top  figures 
in  American  business  and  finance, 
was  deeply  impressed  with  Neu- 
berger. "He  has  so  much  energv  ,  " 
Flaherty  said  of  this  wizard  of  Wall 
Street.  "And,  even  in  old  age,  a  ca- 
pacity to  look  forward  to  the  future — 
.so  many  younger  men  feel  v\  ashed  up 
even  in  their  30s  and  40s.  Being  with 
Neuberger  lifts  your  spirits.  In  the 
interview,  Forbes  readers  will  find  a 
description  of  how  this  great  stock 
trader  feels  about  the  market  todav. 


"Xijct .  "It  is  forbidden.  Associate 
Editor  Jean  Briggs  says  these  were 
the  phrases  that  confronted — and 
frustrated — her  constantly  during  her 
recent  visit  to  the  Soviet  Union.  Al- 
though the  Soviets  had  agreed  to  re- 
ceive the  group  of  American  journal- 
ists of  v\'hich  Briggs  was  a  member, 
their  bureaucracy  seemed  nervous 
and  imcomfortable  with  their  guests, 
often  fobbing  them  off  w  ith  sightsee- 
ing rather  than  with  the  promised 
exposure  to  Soviet  nuclear  power  ef- 
forts. In  the  end,  however,  Briggs  got 
her  story — and  it  is  a  revealing  one. 
Starts  on  page  123. 


A  story  in  the  Aug.  21  issue  of 
Forbes  recounted  the  sad  state  of 
affairs  at  the  once-thriving  Food  Fair 
supermarkets.  Early  this  month,  the 
company  filed  for  court  protection 
from  its  creditors — amid  charges  of 
mismanagement  and  worse.  After  the 
first  story.  Associate  Editor  Paul 
Blustein  recei\ed  several  anonymous 
telephone  calls:  T  ve  been  in  the  food 
trade  for  20  y  ears  and  I  want  to  thank 
y  ou  for  w  hat  y  ou  re  doing  to  help 
clean  up  our  business,  said  one  call- 
er. "That  made  ine  feel  pretty  good, 
Blustein  says.  He  can  feel  good  all 
over  again  for  his  probing  report  of 
what  finally  brought  Food  Fair  down. 
Starts  on  page  51.  ■ 
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Choose  proven 
business  perf ormersi 

the  new  generation 

Cheirys. 


Fleet  managers  know  value  when  they 
I  see  it.  That's  why  the  new  generation  Chevys  are 
so  popular  in  fleet  use.  Comfort,  economy  and 
dependability  have  helped  make  these  cars  proven 
business  performers  in  their  first  years  of  service. 

On-the-road  experience 

Going  into  1979  they  offer  wide  variety  with 
a  solid  reputation.  The  New  Chevrolet  is  a  new 
generation  car  bought  and  enjoyed  by  more 
than  a  million  people  in  its  first  two  years.  The 
Chevy  Malibu  and  Monte  Carlo  are  the  best-selling 
mid-size  cars  in  Chevrolet  history.  This  adds  up 
to  impressive  on-the-road  experience.  These 
three  great  Chevys  are  available  in  a  total  of 
19  different  models.  So  you  can  select  just  the 
right  car  for  the  job. 

Why  not  find  out  more  about  the  cars  that 
have  proven  themselves  on  the  road  and  in  so 
many  fleets.  See  your  Chevrolet  dealer  or  fleet 
representative.  He  has  all  the  details  on  the  new 
generation  Chevys . .  the  proven  business 
performers. 


EPA  estimates 

Your  mileage  will  vary  depending  on  how 
and  where  you  drive,  your  car's  condition  and 
available  equipment.  Malibu,  Monte  Carlo  and 
Chevrolet  are  equipped  with  GM-built  engines 
produced  by  various  divisions.  See  your  dealer  or 
fleet  representative  for  details. 

MALIBU:  28  Hwy,  22  City,  with  std.  3.3  Litre 
(200  Cu.  In.)  V6  and  manual  trans.  Not  available 
in  California. 

MONTE  CARLO:  28  Hwy,  22  City,  with  std. 
3.3  Litre  (200  Cu.  In.)  V6  and  manual  trans. 
Not  available  in  California. 

CHEVROLET:  21  Hwy,  16  City,  with  available 
5.0  Litre  (305  Cu.  In.)  V8  and  auto,  trans.  Estimates 
lower  in  California. 


A 


Chevrolet 


Chevy  cars,  Chevy  dealers, 
Chevy  people:  the  proven  performers. 


Honeywell  helps  Fidelity  Plaza  save  energy 
Enough  to  run  one  fourth  of  their  huilding  fn 


You  don't  have  to  be  a  huge 
energy  user  to  profit  from  a 
Honeywell  energy  manage- 
ment system.  In  fact,  you  don't  even 
have  to  buy  the  system.  Using 
BOSS,  Honeywell's  unique  time- 
shared  energy  management  service, 
the  Fidelity  Plaza  building 
in  Oklahoma  City  saves  over  25% 
on  yearly  energy  costs. 

Through  BOSS,  Fidelity  Plaza 
shares  our  computerized  Delta 
system— and  a  highly-skilled 
Honeywell  energy  manager— with 
other  buildings  in  the  area. 
Their  savings  repaid  startup  costs 
in  five  months.  Now  they  pay  a 
year's  service  fees  out  of  a  few  weeks' 
savings.  The  rest  goes  right  to 
their  bottom  line. 

A  precision  control 
system  programmed 
for  savings. 

Wliether  you  choose  to  share 
BOSS  service  or  buy  your  own  Delta 
system  depends  on  your  building's 
requirements.  In  either  case,  a 
Delta  computer  controls  all  your 
energy-using  systems.  It  automatic- 
ally checks  occupancy  schedules, 
reads  temperatures  and  operates 
all  heating,  cooling  and  lighting 
equipment  for  maximum  energy 
savings.  At  no  cost  to  comfort. 

In  hundreds  of  buildings, 
large  and  small,  energy  savings  of 
20  to  30%  are  common.  There 
are  manpower  savings,  too.  And 


Delta  can  even  take  care  of 

your  fire  and  security  system  needs. 

The  Honeywell 
advantage  is  hardware 
plus  experience. 

Delta  is  the  product  of 
Honeywell's  unique  combination 
of  computer  technology  and 
long-established  leadership  in 
temperature  controls.  Only 
Honeywell  designs,  builds  and 
services  all  major  components 
of  its  own  system,  from 
thermostats  to  computers.  That's 
why  you  can  rely  on  Honeywell 
to  supply  the  total  energy  savings 
package  your  building  needs: 
hardware,  proven  programs  and  the 
highly  skilled  and  experienced 
people  to  make  them  work. 

We  can  help  you  every 
step  of  the  way.  From  planning  and 
detailed  application  with  your 
design  team  through  installation 
and  operations  training.  And 
afterwards,  with  expert  preventive 
maintenance  service  that  keeps 
your  whole  system— computer, 
controls  and  mechanical  equipment 
as  well— functioning  at  top 
efficiency. 

Find  out,  free,  how 
much  you  can  save  on 
the  bottom  line. 

Today,  a  lot  of  people  want 
to  tell  you  how  to  save  energy.  We'll 
tell  you  how  much  you  can 
save  — in  dollars  and  cents.  Using 
our  experience  and  Delta's 


software,  we've  designed  a  precise 
computer  analysis  that  can  give 
you  an  accurate  estimate  of  your 
building's  savings  potential. 
Our  analysis  is  free;  there's  no 
charge  or  obligation.  All  we 
need  are  a  few  facts  about  your 
building  which  your  building 
manager  can  provide. 

Before  you  invest  in  any 
energy-saving  system,  spend  1 5<f 
to  send  for  our  Bottom  Line 
computer  questionnaire.  We 
showed  Fidelity  Plaza  how 
to  save  tens  of  thousands  yearly. 
Let  us  show  you. 


Free  analysis  of  your  building' 
energy-saving  potential 

Send  this  coupon  for  your  free 
Bottom  Line  Computer  Questionnaire 

Name 
Titl^ 

Company 


City 
(- 


State 


Area  Code  Telephone 

Monthly  electric  bill: 
□  Under  $5000       DSS-IO.OOO  DOverSlCt 
Building  size:  DUnder  50.000  sq  ft.  □50-150.1; 

sq.ft.     □Over  150.000  sq  ft 

Mail  to:  Hone^'weil  Commercial  Division 

Dept.  10Q14  Minneapolis,  NIN  55408 


It's  good  business  to  run  a  fine-tuned  building. 

Honeywell 


Trends 


Edited  by  JOHN  A.  CONWAY 


Fixing  Social  Security 

Next  month,  with  Jiinniy  Carter's  bless- 
ing, a  search  will  begin  for  ways  to  fix 
some  looming  Social  Seeurity  problems. 
The  new  payroll  taxes  ensure  that  the 
system  no  longer  can  go  broke,  but  no 
one — the  Administration,  the  Congress, 
least  of  all  the  taxpayers  who  face  a  $9 
billion  bite  next  year — is  happy  with  the 
solution.  One  peril  to  be  tackled  is  the 
incredible  jump  in  disability  benefits, 
which  have  been  climbing  15%  to  20%  a 
year.  The  rethinking  will  probably  pro- 
duce a  move  to  shift  part  of  Social  Securi- 
ty's financing  to  general  revenues,  most- 
ly personal  and  corporate  income  taxes. 
The  payroll  levy  u  ill  still  be  tied  to  basic 
retirement  benefits,  which  are  ultimate- 
1\'  linked  to  earnings.  No  such  connec- 
tion exists,  however,  between  earnings 
and  Medicare,  which  is  now  paid  by  the 
payroll  tax  but  could  be  financed  some 
other  way. 


Ma  Bell's  Mail 

Ma  Bell  is  mailing  out  more  than  bills. 
American  Telephone  &  Telegraph  thinks 
it  has  struck  gold  with- — of  all  things — 
direct  mail  sales.  This  past  year  various 
Bell  System  units  have  made  40  test 
mailings  urging  residential  and  small 
business  customers  to  use  AT&T's  bur- 
geoning array  of  equipment  and  ser- 
vices. The  response  has  been  startling. 
Illinois  Bell,  for  instance,  averaged  a  $4 
return  for  every  $1  spent  on  solicitations. 
In  one  test,  10%  (huge  by  mail  order 
standards)  signed  up  for  a  service  pack- 
age enabling  a  user  to  reroute  incoming 
calls  automatically,  hold  phone  confer- 
ences and  speed  up  regularly  called 
numbers,  all  without  changing  eciiiip- 
ment.  The  package  added  about  S4  to  a 
typical  monthly  phone  bill — at  relatively 
little  expense  to  Bell.  With  55  million 
residential  phones  waiting  out  there. 
Bell  plans  to  go  after  this  potential  and 
highly  profitable  business  with  nation- 
wide mailings  in  1979.  Why  mail?  Bell 
officials  say  the  new  services  are  too 
complicated  to  explain  over  the  phone. 


The  Go-Go  GSA 

while  a  swarm  of  prosecutors  and  inves- 
tigators is  still  digging  into  alleged  wide- 
spread corruption  in  the  General  Ser- 
vices Administration,  the  big  federal 
housekeeping  agency  has  managed  to  get 
rid  of  one  embarrassment:  its  ownership 
of  a  topless  bar  in  downtown  Washing- 
ton. The  GSA  got  into  the  go-go  trade 
when  the  government  seized  the  assets 


of  a  onetim<>  Department  of  Transporta- 
tion employee  convicted  of  embezzle- 
ment. Among  them  (along  with  14  cars,  a 
house  and  a  lioat)  was  the  Lone  Star  Beef 
House  and  its  topless  dancers.  The  sa- 
loon was  handed  over  to  the  GSA  last 
July.  Last  month  the  agency  finally  un- 
loaded it  to  a  professional  bar  operator 
who  bid  $51,250. 


Arf!  Arf !  RCA! 

Nipper,  the  fox  terrier  that  first  cocked 
an  ear  for  phonograph  records  almost  80 
years  ago,  is  getting  a  new  lease  on  life 
from  RCA,  "his  master's  voice"  since 
1929.  when  it  bought  up  Victor  records. 
The  company  plans  to  revive  the  mascot 


Tons  of  trademark  (in  Albany.  \\Y.) 


His  master's  voice  will  call  again. 

next  year  in  $8  million  worth  of  product 
advertising.  Besides  records,  Nipper  will 
promote  RCA  TA'  sets  and  decorate 
3,000  RCA  service  trucks.  The  revival  of 
the  trademark,  created  in  the  1890s  by 
London  photographer-painter  Francis 
Barraud,  was  prompted  by  a  study  or- 
dered by  RCA  President  Edgar  H.  Grif- 
fiths in  i976. 


Here's  How 

The  two-fisted  American  drinker  is  still 
in  there  pouring,  but  with  different 
bottles  in  his  fist.  Total  consumption  of 
alcohol  has  bubbled  up  more  than  65% 
since  1962,  an  increase  in  sales  of  almost 
63    million   cases,    and   the  .\merican 


adult  downs  almost  3  gallons  of  li()U()r  a 
year,  compared  with  2.3  gallons  15 
years  ago.  The  shift  in  drinkers  tastes, 
however,  is  even  more  dramatic.  Whis- 
key, the  traditional  national  drink  of 
red-blooded  Americans,  has  fallen  al- 
most 23%  in  sales,  replaced  by  such 
potions  as  rum  (up  296%  since  1962). 
vodka  (up  251%)  and  cordials  and  li- 
()ueurs  (up  202%).  These  last  (U.S.  reg- 
ulators use  "cordial  and  "li(iueur "  in- 
terchangeably) accounted  for  only  4.2% 
of  American  toping  in  1962,  7.3%  last 
year,  and  by  1983,  according  to  Ronald 
Wechsler,  president  of  Cointreau,  Ltd. 
should  represent  10%.  Cointreau, 
which  claims  to  be  the  largest-selling 
licjueur  in  the  world,  has  made  the  U.S. 
its  top  sales  target,  with  C^anada  second. 
Cointreau  sold  333,000  cases  in  1962 
and  Wechsler  expects  to  hit  2  million 
this  year — but  onK'  10%  of  that  repre- 
sents sales  in  North  America. 


An  End  To  A  Tradition? 

Washington  plans  still  another  effort  to 
restrict  the  time-honored  practice  of  fed- 
eral officials  (juitting  office  to  work  for 
companies  the\'  once  regulated.  A  new 
report  by  the  General  Accounting  Office, 
Congress'  watchdog,  finds  that  existing 
rules  are  vague,  riddled  with  loopholes 
and  generally  ignored.  Since  1970,  the 
GAO  says,  onl\'  fi\e  such  j()b-switch<>rs 
have  been  prosecuted  for  conflict  of  inter- 
est, with  one  conviction.  Some  agen- 
cies— the  Federal  Reser\e  Board,  for 
one — do  not  even  monitor  ex-officials, 
despite  .specific  bans  on  some  forms  of 
employment.  The  study  was  prompted 
by  a  Common  Cause  report  claiming  half 
the  regulators  who  left  went  to  work  for 
regulated  firms  or  for  their  lawyers.  A  bill 
designed  to  curb  this  has  passed  the 
Senate  and  is  before  the  House. 


Delayed  Reaction 

Although  decision  time  may  be  at  hand. 
New  York  has  just  started  to  mobilize  its 
forces  to  fend  off  the  highly  visible  efforts 
of  New  Jersey  s  Governor  Brendan 
Byrne  to  lure  the  American  Stock  Ex- 
change, the  nations  second  largest, 
across  the  Hudson.  Byrne  began  his 
wooing  two  years  ago,  with  brochures, 
offers  of  low-interest,  state-guaranteed 
loans  and  well-publicized  trips  to  the 
Amex  trading  floor.  Last  week's  visit,  to 
meet  with  the  exchange's  site  commit- 
tee, was  his  third.  When  New  York  w  oke 
up  to  the  fact  that  it  wasn't  even  holding 
a  rope  in  the  tug-of-war,  it  mustered  a 
high-powered  committee  to  f;ishion  a 
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"WeVe  put  business  travellers 
in  a  class  by  themselvesr 

Introducing  Club  Class  with  Elizabethan  Service™ 
for  the  full-fare  economy  passenger. 

Despite  the  present  brouhaha  in  the  airline  industry, 
you  business  travellers  hold  a  very  special  place  in  our 
esteem.  And  we're  going  to  prove  it  to  you. 

Your  very  own  cabin. 

Just  as  our  First  Class  passengers  have  their 
own  cabin  and  Elizabethan  Service,  you  are  now 
going  to  have  your  own  cabin  and  your  own 
Elizabethan  Service  in  Club  Class  on  our  747s. 

A  near-oasis  of  calm. 

You'll  probably  have  fewer  seatmates,  most  of 
them  business-bent  "'jsudo 
like  yourself.  So  the        hope  they 
chances  are  much  less     don't  mean 
that  you'll  have  someone 
asking  you  to  hold  the  baby 
while  they  fmd  the  baby  food.  Instead,  you  can  quietly  consider 
ways  to  make  yourself  rich,  or  better  yet,  snooze  off. 


One  can  get 
so  much 
accomplished'.' 


A  history  of  courtliness. 


"What  is 
posset 
anyway?' 


A, 


W  ^ 


Our  new  Elizabethan  Service  will  coddle  you  with 

special  meals.  A  free  bar.  And 
free  movies. 

All  this  to  underscore 
the  unshakable  spot  you 
occupy  in  our  affection. 

And  to  prove  how  innovative  we  are  in  taking  more  care  of 
you.  So  call  your  Travel  Agent  or  Transportation  Depart- 
ment and  ask  to  join  Elizabethan  Club  Class.  And  tell 
them  Robert  Morley  is  backing  you 


Britishn'^ 
anways 

We'll  take  more  care  of  you. 


CHECK  ONE  OR  MORE 
□  YOURSELF  □  CUSTOMERS  □  CLIENTS  □  EMPLOYEES 

You  can  delight  one  or  all  of  them  with  an  5  gets  you  10! 

assortment  of  our  natural  Funslen  Golden  Take  advantage  of  our  special  Christmas  offer: 

Laurel  nuts  for  the  Holidays.  Plump,  tantaliz-  ^  10%  discount  on  orders  of  5  or  more  items 

ing  golden  pecans;  crunchy,  mouth-watering  (^^y   combination).    We   pay   all  shipping 

almonds;   crisp,   tangy  California  walnuts;  charges.  We  drop  ship  or  ship  in  quantity  to 

smooth,  subtle  Brazils,  so  delicious  you'll  be  y^^^  Recipients  get  a  handwritten  card  from 

remembered  with  every  crunch.  you  (We'H  write-it  for  you,  if  you  like.) 

The  pick  of  the  crop  Beat  the  Christmas  crunch  to  the  punch 

We  select  the  nuts  for  the  Funsten  Family  with    .     j       i    ^    •    ^   r-u  •  i  u  n 

utmost  care  from  the  bountiful  groves  of  the   ^^^'^       last-m.nute  Christmas  crunch.  Use 

Deep  South,  California  and  Brazil.  They  are        ^Ia",  V  f      T "'("^  ' 

y    J  ■         J      u  J      „   1  day.  We  have  an  exciting  selection  of  seven 

nurtured  in  sun-drenched  acres,  then  plucked  ^    ,    .  ,    ^  . 

L  ll  _    I.  c„  tu„,,  different  choices,  and  a  price  range  wide 

at  the  precise  moment  of  perfect  ripeness.  1  hey  ,  j  l  -ti  j 

£    u      J   A,,  enough  to  accommodate  your  every  gift  need. 

arrive  fresh  and  ready  tor  snacking  and  r~\  j^,  r      r-\  i       ji-  t£ 

f     ..  '  Order  before  Dec.  5  tor  Christmas  delivery.  If 

you  call,  ask  for  me,  Trisha.  I  will  personally 
The  gift  that  keeps  on  crunching  handle  your  order.  (P.S.  Don't  forget  to  pick 

A  Funsten  selection  is  a  generous  gift  that  out  something  for  yourself,  too.) 
outlives  the  Holidays.  It  is  the  ideal  choice  for  FUNSTEN  FARMS 

anyone  you'd  especially  like  to  remember,  or  ,.       j  -r  •  u 

1  1       1  il        '  lim  and  1  risha 

be  remembered  by. 

Jim  and  Trisha  Funsten,  Funsten  Farms,  Box  511,  Fairhope,  Alabama  36532  p.^ 

Please  send  the  following  selection{s)  of  FUNSTEN  GOLDEN  LAUREL  nuts.  Gift  card(s)  are  are  not  enclosed 

for  you  to  pack  in  each  selection(s).  □  Ship  all  orders  to  address  below.  *  □  Drop  ship  to  recipients.  {NOTE:  Attach  list  to 
this  order  form  -  please  print  clearly  -  with  name(s)  and  address(s)  and  Item  Number(5)  of  recipients  plus  gift  cards.) 
FTEM 

NO.  DESCRIPTION  FTEM  PRICE  (each)      QUANTTTY  TOTAL 

400  4  lb.  box  Luscious  Mammoth  Pecan '/2's  (shelled)  18.95  pp  $   

401  4  lb.  box  Natural  Munching  Almonds  (shelled)  15.95  pp  

402  4  lb.  box  California  Golden  Walnuts  (shelled)  16.95  pp  

403  1 ' :  lb.  see-thru  box  of  Select  Packed  Pecan  Vi's  (shelled)  10.95  pp.. 

404  2''2  lb.  Decorated  tin  ol  Select  Packed  Pecan  Vj's  (shelled)  13.95  pp._ 

405  5  lb.  U.S.  No.  1  Plump,  Crunchy  Pecans  (in  paper  thin  shells)   9.95  pp._ 

406  5  lb.  Extra  Fancy  Mixed  Nuts  in  Shell  (Walnuts,  Brazils,  Filberts,  Almonds, 

Pecans)    8.95  pp._ 

SUBTOTAL  QTY.  _ 

_  ^Br^  Alabama  Residents  add  4%  Sales  Tax 

FunstenTFc 


harms 

Rgure  10%  discount  here  if  you  order  5  or  more  items   

TOTAL  $ 

Method  of  Payment:          Check  or  M.O.  enclosed    Master  Charge    Visa.  Credit  Card  Exp.  Date 

Credit  Card  Account  No  Customer 

TELEPHONE:  9  am  to  5  pm  Monday-Friday  (314)  727-4888  Signature: 


*We  ship  UPS.  Please  be  sure  to  give  names,  addresses,  and  item  numbers  of  all  persons  receiving  gifts  on  separate  sheet. 

Your  name  (Please  Print)  

We  confirm  all  orders.  Your  tastebuds  satis- 
Address  Phone  (  )  faction  guaranteed,  or  well  refund  your  money. 

City    State    Zip   Ship  for  Christmas  □  Ship  Now  □ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRrPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer. 

□  1  year  $21.00  □  3  years  $42.00 
(the  equivalent  of  one  year  free). 

Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  UVBEL  HERE 


Name      (please  print) 


New  Address: 


City 


State 


Zip 


F^26 
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counterproposal  to  Byrne's  blandish- 
ments. The  new  group  was  created  by 
the  business-labor  "work  group "  co- 
chaired  by  banker  David  Rockefeller  and 
New  York's  top  labor  chief,  Harry  Van 
Arsdale.  Heading  it  up  is  Howard  Clark, 
the  retired  American  Express  chairman, 
flanked  by  an  array  of  bankers  and  real 
estate  men.  The  question  now  is  how 
quickly  Clark  s  task  force  will  get  into  the 
fray.  ("Where  did  you  hear  about  this? " 
was  its  spokesman's  first  reaction.) 


No,  No,  Horatio 

Horatio  Alger  was  wrong,  says  Dr.  Hen- 
ry H.  Beam  of  Western  Michigan  Uni- 
versity, after  completing  a  career  study. 
Instead  of  emulating  Alger  heroes  like 
Ragged  Dick  and  starting  at  the  bottom 
of  the  production  ladder.  Beam  advises 
heading  directly  for  corporate  headtiuar- 
ters  and  the  planning  or  finance  depart- 
ment. That  is  the  route,  he  notes,  that 
Robert  McNamara,  now  head  of  the 
World  Bank,  took  to  the  top  at  Ford  and 
that  W.  Michael  Blumenthal,  now  Trea- 
sury Secretary,  followed  to  the  executive 
suite  at  Bendix.  Citing  the  same  exam- 
ples, the  professor,  who  teaches  in  the 
management  school  on  the  Kalamazoo, 
Mich,  campus,  has  a  second — neither 
surprising  nor  disinterested — bit  of  ad- 
vice: Get  an  M.B.A. 


Quid  Pro  Quo 

Barter,  a  form  of  trade  that  dates  back  to 
the  Stone  Age,  is  gaining  fresh  momentum 
as  U.S.  companies,  traditionally  wedded 
to  cash,  are  starting  to  resort  to  swaps, 
according  to  a  survey  by  Morgan  Guaranty 
Trust.  "Countertrade,'  as  it's  called,  is 
already  big  business  for  countries  like 
Iran,  which  is  trading  $4  billion  to  $5 
billion  worth  of  oil  a  year  for  steel  mills, 
port  facilities,  missiles  and  desalination 
plants.  The  Eastern  Bloc  countries,  per- 
petually short  of  cash,  like  these  deals. 
Occidental  Petroleum  has  a  $20  billion 
deal  to  supply  superphosphoric  acid  to  the 
Soviet  Union  and  be  "paid '  in  Russian 
ammonia,  urea  and  potash.  International 
Harvester  has  sold  Warsaw  the  design  and 
knowhow  for  a  tractor  and  will  buy  back 
Polish-built  components  for  use  in  a  plant 
in  Britain.  Barter  isn't  always  cheap,  how- 
ever, the  bank  notes.  Middlemen  who 
arrange  many  deals,  particularly  for  small- 
er firms,  charge  57c  to  67c  of  the  market 
value  for  commodity^  swaps  and  up  to  30% 
for  high-technolog\'  goods.  When  other 
costs  are  added — insurance,  shipping, 
allowances  for  exchange-rate  shifts,  etc. — 
the  cost  can  reach  as  much  as  40%  of  face 
value,  in  cash.  ■ 
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];onsistent 

Performance. 


RPLUNSBURPICK, 
HUNJEK 


Multinational  Insurance  Brokers 
World  Headquarters 

10  South  Riverside  Plaza 
Chicago,  Illinois  60606 


THE 
UNHURRIED 
TOBACCO. 

At  a  price  you  should 
hurry  up  and  take 
advantage  of. 

A  $2.25 
value 
for  $1.25 


Great  Danish  pipe  to- 
bacco, like  great  wine, 
requires  patience. 

At  Mac  Baren's,  we 
still  make  pipe  tobacco 
the  way  we've 
made  it  for 
150  years: 
very  slowly, 


Only  the  choicest  tobacco  leaf  is  used, 
and  only  at'trr  it's  been  aged  to  perfection 
the  slow,  natural  way.  We  use  no  shortcuts 
in  the  blending  and  aging  process. 

In  all  Mac  Baren's  tobacco  is  two  years 
in  the  making. 

To  introduce  you  to  the  smooth,  mellow 
taste  of  unhurried  tobacco,  we're  offering 
three  of  the  most  popular  Mac  Baren's 
blends  for  only  $1.25  (that's  a  $2.25  value). 

But  hurry.  This  offer  won't  last  forever. 
Although  the  e.xperience  of  smoking 

probablv  will.  Mac  Baren 

I'm  in  a  hurry  to  receive 

Mac  Baren's  the  unhurried  tobacco. 

Fireside  Industries 

.50  Graphic  Place  Moonachie,  N..I.  07074 

Please  send  me  three  pouches  of  Mac 
Baren's  Tobacco  as  described  above,  a 
$2.25  value  for  onlv  $1.25. 


ADDRKSS  . 
CITY  


One  sample  offet  per  ■ 


Offer  expires  April  30,  1979 


Follow-through 


A  Fur  In  Your  Future 

American  furriers,  an  endangered  spe- 
cies at  the  beginning  of  the  Seventies, 
were  looking  more  their  old  sleek  selves 
a  year  ago  when  Forbes  {Maij  15,  1977) 
explored  the  half  dozen  gritty  blocks  in 
Manhattan  s  midtown  that  are  the  indus- 
try's heartland.  Retail  sales,  down  from 
$521  million  in  1943  to  $279  million  in 

1971,  had  climbed  back  to  more  than 
$695  million  in  1976.  The  sheen  has 
grown  even  glossier  since.  Sales  for  1977 
were  $875.5  million,  $612  million  of  that 
in  the  U.S.  alone.  For  1978,  even  allow- 
ing for  the  furriers'  congenital  exuber- 
ance, the  total  is  certain  to  top  the  $1 
billion  mark. 

A  significant  part  of  this  recovery  has 
been  in  fur  exports.  The  1977  total  was 
$298  million,  the  bulk  of  it— $258  mil- 
lion— in  fur  pelts,  but  with  a  matching 
growth  in  finished  garments.  These,  only 
$4.4  million  in  1972,  reached  $25.2  mil- 
lion last  year,  and  the  forecast  for  1978  is 
another  20%  to  25%  jump,  to  more  than 
$30  million. 

The  threadbare  dollar  is  also  helping, 
notes  David  Meltzer,  president  of  Chica- 
go's Evans,  Inc.,  rated  the  world's  larg- 
est fur  retailer,  with  sales  of  $65  million 
through  outlets  in  85  department  and 
specialty  stores.  The  rise  of  the  yen,  for 
example,  has  helped  push  Japanese  im- 
ports of  U.S.  fur  coats,  virtually  zero  in 

1972,  to  $4.4  million  last  year.  (The  Japa- 
nese are  enamored  of  the  lighter-colored 
pastel  mink  shades  and  are  importing 
those  pelts  in  ever  greater  numbers.) 
Meltzer,  who  has  been  selling  his  prod- 
ucts to  Mitsui  &  Co.  for  four  years,  this 
summer  signed  a  contract  to  add  Japan's 
biggest  department  store,  Mitsukoshi,  to 
his  string  of  outlets. 

While  mink,  the  perennial  favorite,  is 
still  the  mainstay,  accounting  for  50%  of 
the  market,  Meltzer  gives  credit  for  the 
new  boom  to  the  emphasis  in  recent 
years  on  "contemporary  "  furs,  the  so- 
called  "fun  furs  like  raccoon,  fox  and 
tanuki  (a  Japanese  raccoon)  that  were  50- 
cent-a-pelt  throwaways  10  to  15  years 
ago.  "Women,  he  points  out,  "are  wear- 
ing furs  not  only  to  go  to  the  opera  but  to 
drive  their  children  to  school  or  to  the 
supermarket.  "  Prices  in  the  fur  racks 
confirm  this  theory'.  Raccoon  coats,  says 
Jess  Chernack,  executive  vice  president 
of  the  American  Fur  Industry ,  the  manu- 
facturers promotional  arm,  went  for 
$800  to  $900  ten  years  ago;  today,  they 
command  $3,500. 

The  new  furs  also  rate  applause  from 
wholesaler  Fred  Goldin,  current  presi- 
dent of  the  American  Fur  Industr\-  and 


head  of  his  own  firm,  Goldin-Feldman. 
He  is  having  a  tanuki  coat  made  {"I'm  a 
tanuki  freak  ")  and  already  sports  rain- 
coats lined  with  mink  and  s(juirrel. 

Goldin  is  an  example  of  another  new 
force  in  furs:  the  male  customer.  Helped 
again  by  such  promotional  ploys  as  per- 
suading big-name  athletes  to  swathe 
their  muscles  in  mink,  sales  of  masculine 
furs  have  picked  up  to  where  they  now 
account  for  about  10%  of  the  retail  total. 
(Goldin-Feldman  puts  them  at  about  5% 
of  its  sales.) 


A  $9.5(X)  mink  by  Goldiu-FcJdtnau 
The  turnaround  has  become  a  boom. 

The  boom  has  increased  the  already 
frenetic  tempo  in  New  York's  fur  district. 
"This  year,  "  says  wholesaler  Ted  Leakas, 
president  of  Jan  Originals,  "  we  sold  out 
our  stock  in  September.  It  took  a  month 
longer  to  sell  out  last  year,  and  until  five 
years  ago  we  never  sold  out.  "  Fred  Gol- 
din echoes  him:  "  Retailers  used  to  cancel 
their  orders  if  we  put  them  on  late  deliv- 
ery lists,  but  these  days  they're  hanging 
tight  on  them. 

The  pace  is  rough  because  while  the 
number  of  fur  manufacturers  has  shrunk 
from  1,200  to  600  in  ten  years  and  the 
business  is  burgeoning,  the  ranks  of  the 
workers  who  do  the  actual  processing 
and  cutting  of  furs  is  static.  "  There  is  a 
tremendous  shortage  of  help,  "  says  Paul 
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fext  time  you  serve  Chivas  at  a  party,  do  something  really  impressive, 
erve  enough. 


^J2STOK»ME  THE  WORLDS 

OLDEST  AUTOMAKER 
BY  MAKING  SECOND  RATE  CAK 


Real  Fashion  Value  from  Botany '500' 

Botany  '500'®  keeps  you  up  to  date  for  fall  with  a  collection  of  casual 
suits  and  sportcoats  in  country  fabrications  of  wool  and  wool  blends, 
cashmere,  camels  hair,  tweeds  and  herringbones.  Above:  The  Chase 
Sportcoat,  in  100%  camel's  hair,  detailed  with  suede  elbow  patches. 
About  $180  at  fine  stores  everywhere. 

Botany'500'yi290  Avenue  of  the  Americas.  Suite  1264 /New  York,  N.Y.  10019/(212)  581-6700 


Follow-through 


C^attani,  an  official  of  the  Fur  Floor 
Workers  Union.  Washington  is  helping 
with  a  grant  for  a  training  program  for 
apprentice  fur  workers.  New  cutting  ma- 
chines to  do  the  fine  surgery  involved  in 
"letting  out"  pelts  are  another  aid  (and  a 
mixed  blessing,  according  to  Cattani,  be- 
cause they  reduce  the  need  for  cutting 
workers). 

As  for  the  future,  the  furriers  are 
preening  for  even  bigger  things  to  come. 
Next  spring,  they  will  stage  their  first 
international  fur  fair  in  New  York — and 
it  is  already  sold  out. 

Full  Circle 

The  dust  was  just  settling  at  Standard 
Brands,  Inc.'s  headquarters  two  years 
ago  when  Forbes  ( Sept.  1 ,  7976)  chroni- 
clexl  the  last  changing  of  the  palace  guard 
at  the  big  food-processing  company.  Out 
at  64  was  longtime  Chairman  Henry 
Weigl,  despite  his  record  of  doubling 
per-share  earnings  in  a  decade.  Into 
Weigl's  office  went  fast-moving  Ross 
Johnson,  20  years  younger,  hired  five 
years  before  to  run  the  company  s  Cana- 
dian operations  and  moved  to  New  York 
two  years  later.  Solidly  set  as  Johnson  s 
number  two  was  former  General  Electric 
Co.  executive  Reuben  Cutoff,  49.  The 
old  number  two,  veteran  O.  Lester  Ap- 
plegate,  had  checked  out  earlier  because 
of  problems  with  Weigl.  ("Les  and  Hen- 
ry did  not  get  along,  was  how  Johnson 
put  it.) 

That  shakeup,  however,  was  not  to  be 
Standard  Brands"  last.  During  Weigl's 
last  year,  the  general  counsel,  the  head 
of  the  food  division  and  the  controller 
had  walked  out.  Once  Johnson  had  set- 
tled in,  he  named  Cutoff  president  in 
May  1977,  but  that  didn  t  change  things 
either.  Cutofi,  it  seems,  was  just  as  diffi- 
cult to  get  along  with  as  departed  Chair- 
man Weigl. 

This  month  Chairman  Johnson  tried 
again  to  end  the  turmoil.  After  17 
months  as  president.  Cutoff  was  abrupt- 
ly shunted  aside  to  become  "executive 
associate"  to  Johnson  (at  his  old  salary). 
He  had  "requested  the  change  for  career 
rea.sons,"  was  the  way  the  official  com- 
pany statement  read. 

The  new  president?  None  other  than 
Lester  Applegate,  now  61,  who  had  re- 
turned to  Standard  Brands  as  soon  as 
Chairman  Weigl  had  departed.  This 
time  he  took  the  Johnson  route  to  the 
top:  director  of  Canadian  operations, 
then  back  to  New  York  early  this  year  as 
Johnson's  assistant,  up  to  executive  vice 
president — with  some  of  Cutoff  s  du- 
ties— in  June  and  into  Cutoff" s  presiden- 
tial spot  this  month.  ■ 


Now  you  can  own  art 
as  original  as  you  are. 

Christie's  Print  Collection 
offers  you  the  unique  opportu- 
nity to  own  original  art.  Limited 
edition  lithographs  and  etchings. 
Created,  signed  and  numbered 
by  the  artist. 

To  receive  our  free  catalog — 
containing  a  wide  selection  of 
prints  in  the  $80  to  $150  range  — 
fill  out  the  accompanying  coupon, 
attach  31*  postage,  and  mail  it  to 
London. 

If  you  decide  to  buy  a  print, 
it  will  be  mailed  to  you  with  Christie's  Certificate  of  Authentication. 
Our  name  is  your  assurance  of  value.  We  are  a  subsidiary  of  Christies 
International,  who  also  own  the  world  famous  Christie's  auction  house 
founded  in  1766. 


Christie's  Print  Collection 

8  Dover  Street,  London,  W.l,  England 


Please  send  me  your  Name 


I  free  color  catalog. 
I  I  understand  there 
l^s  no  obligation. 


(Please  Print) 
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MAPI 
PRODUCTIVITY 
GROWTH 

It's  Qxiomoric  rhor  people  moKe  o  compony  ond  people 
couse  Q  company  ro  grow.  MAPCO  people  work  harder 
rhon  average  or  this. . .  each  one  producing  an  annual 
overage  of  $194,000  in  soles  and  revenues.  This  connpores 
ro  1965,  when  each  MAPCO  employee  produced  on 
overage  of  $47,000  in  onnuol  soles  and  revenues. 

THAT'S  GROWTH. 

Investigate.  Write  for  our  current  report. 


l*magco 
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"First  thing 
Monday  morning 
this  office  is 
goingonadietr 


Paper. 

Kodak  knows  it's  the  cholesterol  that 
flows  through  the  modern  office.  And  too  much 
paper — no  matter  how  many  sleek  filing  cabinets 
you  buy  to  cope  with  it— can  make  your  office 
overvyeight.  That's  why  you  should  look  into 
the  Kodak  Reducing  Plan. 

The  Kodak  Reducing  Plan  doesn't  com- 
pete with  your  paper  files.  It  doesn't  try  to  elimi- 
nate them.  But  it  does  put  paper  in  its  place.  And  it 
does  cut  down  your  minimum  daily  requirement 
of  paper.  So  your  office  sheds  needless  girth.  And 


IS  faster  to  act  and  react  when  speed  is  essential. 

The  Kodak  Reducing  Plan  can  cut  down 
your  paper  intake  and  reduce  your  paper-handling 
costs  substantially.  How?  Through  microfilming, 
a  key  element  in  the  Kodak  Reducing  Plan. 

Get  your  office  back  into  fighting  trim,- 
join  the  Kodak  Reducing  Plan. 

The  first  step  is  as  easy  as  mailing  the 
coupon.  But  do  it  now.  Remember,  a  reducing 
plan  that's  put  off  till  Monday 
morning  is  no  reducing 
plan  at  all. 

The  Reducing  Plan 

Kodak  microfilm 


Eastman  Kodak  Company 
Department  DP8631 
Rochester,  New  York  14650 

□  Please  send  me  more  information 
about  the  Kodak  Reducing  Plan, 

□  Please  have  a  Kodak  representative 
call  to  arrange  a  free  survey  of  my 
office  filing  system 


Name 


Company 


Title 


Address 
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State  &  Zip 


Phone 


Readers  Say 


MSF's  "Vendetta" 

SiH:  He  MSK  ,  aiitigold  editorial  fFwcf 
and  ('tiiiiiitciil .  Oct.  2).  I  am  sick  and 
tired  ol  his  petulant  vendetta.  Gold  has 
been  around  for  millenaries,  and  long 
after  his  futile  rhetoric  is  consigned  to 
the  dustbin,  gold  will  still  be  around. 

— Carlos  Garuliaga 
Malmo,  Sxcedcn 


Brightened  Two  Mornings 

Sir:  The  thoughts  you  [MSF]  ex- 
pressed in  your  conversation  with 
Jeanne  Wolf  on  Good  Mornitig  America 
recently  and  others  expressed  in  your 
book.  Thoughts  of  Chairman  Malcolm 
(Harper  &  Row),  generated  a  tremen- 
dous amount  of  interest  among  the  mem- 
bers of  our  stall.  They  were  listening, 
and  listening  "hard.  "  You  "got  us"  and 
"held  us."  Thank  you  for  brightening  up 
two  September  mornings  for  millions  of 
our  viewers. 

— David  Hart  man 
Good  Morning  America 
ABC  Entertainment 
New  York,  \.Y. 


Pornography 

SiR:  Re  your  article  on  the  enormous 
pornography  industry  (Sept.  18).  It  just 
goes  to  show  that  if  you  have  a  product 
that  the  public  wants,  not  necessarily 
needs,  it  will  alwavs  sell. 

—R.Philip  Hart 
Cazenovia.  \  .Y. 

SiR:  What  is  your  point  in  devoting 
nine  pages  to  pornography?  Because  it  is 
a  lucrative  business?  I  tossed  the  whole 
issue  right  into  the  garbage  can. 

— Edith  Jackson 
Largo.  Via. 

We're  Still  A  Profession 

SiR:  Re  "There  Are  Those  Who  Claim 
Accountings  A  Profession"  (Fact  and 
Comment,  Sept.  18).  Accounting  is  not 
an  exact  science;  it  never  will  be.  But 
then  neither  medicine  nor  law  would  fit 
such  a  definition  either. 

Webster's  Nete  Collegiate  Dictionary 
defines  profession  as;  "a  calling  requiring 
specialized  knowledge  and  often  long 
and  intensive  academic  preparation;  a 
principal  calling,  vocation  or  employ- 
ment; tlie  whole  body  of  persons  en- 
gaged in  a  calling." 

Accounting  is  still  a  profession. 

—Robert  W.  Haldi 
Indianapolis ,  Ind. 

Ryder's  Debt 

SiR:  Your  Follow-through  piece  on 
Ryder  System  (Sept.  18}  says,  "The  debt 


has  been  worked  down  dramalical- 
ly.  ..."  It's  our  floating  rate  debt  which 
has  been  worked  down  dramatically.  The 
total  debt  is  up  as  planned. 

As  for  Ryder  Truck  Rental,  the  article 
says  one  of  our  five  divisions  is 
".  .  .  truck  leasing  (the  biggest,  with 
revenues  running  at  an  annual  rate  of 
$400  million).  ..."  Truck  leasing  does 
account  for  a  major  portion  of  'truck 
Rental  s  revenue,  but  the  division  s  1978 
revenue  will  be  more  than  $400  million. 

— W.  Arthur  Stone 
Director,  Public  Relations. 
Ryder  System,  Inc. 
Miami,  Fla. 


Not  Like  The  Old  Days 

Sir;  Re  The  Taming  Of  i  he  Wildcat- 
ter" (Oct.  2).  High  taxes  and  onerous 
recapture  rules  have  made  exploratory 
drilling  less  attractive  than  it  was  in  the 
wildcatters  heyday.  Moreover,  new  oil 
prices  are  fixed  while  the  cost  of  finding 
new  oil  is  not. 

The  Securities  &  Exchange  Gominis- 
sion  would  put  a  person  info  jail  for 
financing  a  well  the  way  Dad  Joiner  fi- 
nanced the  number  three  Daisy  Bradford. 

— Edward  R.  Foraker 
President, 
ECC  Oil  Co. 
Fresno,  C'alif. 

But  What  Will  He  Do? 

Sir;  Re  "Choosing  The  Next  Boss" 
(Oct.  2).  At  age  69  I  am  still  verv'  firmly 
in  charge  of  our  small  company  but  your 
article  has  made  me  pause  to  think. 

— Charles  B.  Persons 
President. 

Greater  Minnesota  Broadcasting  Corp. 

Brainerd.  Minn . 


Has  Been  Heard 

SiR:  In  your  article  on  Fenn  Central  s 
stock  (Oct.  2),  you  said  that  the  plan  for 
reorganization  has  not  been  heard  yet.  It 
has  been  heard,  approved  by  Judge  Ful- 
1am,  approved  by  the  creditors  and  con- 
firmed by  the  court  and  a  consummation 
date  was  set. 

— A  H.  Fensternmcher 
Philadelphia,  Pa. 

Who  Or  Whom 

Sir:  Re  "Who  Do  You  Call— Or  Is  It 
Whom?"  (Fat  /  and  Cotnment,  Sept.  18). 
The  ear  accustomed  to  incorrect  or  cor- 
rupted usage  easiK  and  virtuously  finds 
correct  usage  "stilted,"  to  "sound  odd. 
"awkward.  Editors  and  other  language 
leaders  might  reasonably  be  expected  to 
lead  and  inform  those  less  literate,  not  to 
follow  them  or  write  down  to  them. 


Ill  (jiiestions  like  tfiat  title,  substitut- 
ing he  and  him  for  who  and  whom  can 
provide  an  easy  guide;  He  do  you  call — 
or  do  you  call  him?  Any  ear  would  kncjw 
that  vou  call  him;  vou  don't  call  he 

—Reed  Hartel 
Southington ,  Conn. 

An  Honest  Image 

SiR;  In  Come  Shop  In  M\  Loft" 
(Sept .  4)  I  was  fjuoted,  "Every  retailer  in 
America  will  soon  be  operating  this 
way.'  I  believe  that  regular  price  stores 
need  never  be  threatened  by  off-price 
stores  provided  they  have  maintained  an 
honest  image  with  the  consumer  public. 
I  doubt  that  the  9-to-l  ratio  of  regular 
retail  stores  to  off-price  outlets  which 
was  reported  in  your  article  will  increase 
within  the  next  50  years. 

— Sy  Syms 
President, 
Syms  Clothing,  Inc. 
Mew  York.  \  Y. 


Buy  Foreign 

SiH:  Re  M  S  Forbes  Jr.'s  "The  Trade 
Deficit:  Causes  And  Cures'  (Of7.  16).  As 
a  consumer,  I  buy  many  foreign  products 
(and  pay  much  more)  because  of  (quality. 
I  am  sick  and  tired  of  American  junk  that 
falls  apart  almost  before  it  gets  home, 
recjuiring  time-consuming  efforts  to  get 
the  items  replaced  or  repaired. 

— W.U.  Strauss 
New-  York.  \.Y. 


Up,  Not  Down 

SiR:  In  your  gypsum  story  (Sept.  18), 
you  show  Jim  Walter's  earnings  per 
share  for  the  nine  months  ending  May 
.31,  1977  to  be  $3.93  instead  of  $2.93. 
The  percent  change  Hgure  should  have 
been  plus  \4%.  not  down  14.8^  from 
the  1978  nine  nionths'  earnings  of  $3.95. 

— John  Cassato 
Vice  President  -Public  Relations, 
Jim  Walter  Corp. 
Tampa.  Fla. 

Politicos  Need  Problems 

SiR:.Re  \()ur  coinTnent  "Washington  is 
more  apt  to  turn  our  problems  into  disas- 
ters than  to  solve  or  resolve  them  (Fact 
and  Comment.  Oct.  2).  Reminds  me  of 
my  old  political  science  prof  of  the  Thir- 
ties who  said,  "Beware  of  a<rpolitician 
who  promises  to  help  the  poor.  He  11 
always  keep  some  poor  around  so  he  can 
promise  to  help  them." 

If  politicians  were  to  solve  problems, 
they  would  have  nothing  to  talk  about 
during  the  next  campaign. 

— U'  .V/.  Buescher 
Pigeon  Forge.  Tenn. 
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Neuj 
Jerseq 


"soot  it! 


Brendan  Byrne,  Governor 


It's  tough  to  get  attention  when  you  have 
two  of  the  biggest  cities  in  the  country  on 
your  doorstep.  And,  their  problems  make 
a  lot  more  noise  than  your  successes.  But 
it's  happening,  nonetheless;  people  are 
beginning  to  see  the  changes  in  New 
Jersey.  A  state  with  advantages  which  are 
unique  in  the  northeast,  and  in  some 
respects  in  the  nation. 

Maybe  it  was  the  first  time  on  "Monday 
Night  Football"  or  the  first  $100,000 
purse  for  a  race,  but  every  fan  now  knows 
about  the  Meadowlands  Sports  Complex. 
There  is  intense  national  interest,  too,  in 
the  Grand  Old  Lady,  Atlantic  City, 
suddenly  blooming  again  as  the  home  of 
casino  gambling  in  the  East ,  .  .  and  with 
something  nobody  else  has,  an  ocean.  Or 
perhaps  you  first  noticed  the  "new"  New 
Jersey  in  the  financial  pages,  as  the  only 
urban  northeastern  state  with  a  AAA  bond 
rating  from  both  Standard  and  Poors  and 
Moodys.  Every  businessman  knows  New 
Jersey  is  a  center  for  research, 
pharmaceuticals  and  chemicals.  But  did 
you  realize  that  of  the  fifty  states  New 
Jersey  was  chosen  most  often  by  foreign 
investors  as  the  location  for  plants,  offices, 
warehouses  and  service  centers? 

A  Giant,  Concentrated 
Market 

New  Jersey  is  the  second  largest  "market" 
in  the  country,  all  by  itself;  and  within  250 


miles  live  60  million  people  with  $250 
billion  in  purchasing  power.  Ninth  in 
population,  New  Jersey  has  the  second 
highest  per  capita  income  of  any  of  the 
continental  states.  Its  work  force  is  among 
the  most  productive  in  the  nation  and  its 
farms  (yes,  it's  still  called  the  "garden 
state")  with  a  million  acres,  harvest  the 
highest  dollar  value  per  acre  in  the  nation. 

What  turned  New  Jersey  around?  Well 
it  had  a  lot  to  start  with. 

New  Jersey  was  one  of  the  original  13 
states,  with  Princeton  serving  briefly 
during  the  revolution  as  the  nation's 
capital.  Over  100  revolutionary  battles 
Vv-ere  fought  here.  You  can  still  visit  the 
restored  Hessian  Barracks  in  Trenton,  and 
watch  the  annual  reenactment  of 
Washington  crossing  the  Delaware. 


James  Madison  got  his  higher  education 
here,  Woodrow  Wilson  served  the  state  as 
Governor  and  Grover  Cleveland  was  a 
native  son.  Most  of  the  state's  neighbors 
visit  it  for  its  history,  as  well  as  for  its 
recreational  facilities  built  around  900 
rivers,  creeks,  lakes  and  ponds.  Over  40% 
of  the  state's  land  area  remains  forested. 
Fishermen  follow  1,400  miles  of  trout 
streams,  and  bathers  come  from  all  over 
the  East  to  its  125  miles  of  Atlantic 
coastline.  And  in  the  Pinelands,  almost  a 
million  acres  of  wilderness.  New  Jersey 
has  the  largest  unspoiled  area  in  the 
Boston  to  Washington  corridor. 


Port  Newark,  leader  in  containerization.  New  Jersey/' s  transportation  network  is 
at  the  hub  of  the  biggest  market  in  America. 
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RESIDUAL  OIL 

THE  FUELTHAT  POWERS  AMERICA 


Residual  oil  fires  the  boilers  of  great 
utilities,  creating  the  steam  that  spins 
turbo-generators  to  make  electric  light 
and  power.  It  drives  mighty  factory 
machines  that  produce  the  nation's 
industrial  strength.  It  feeds  furnaces 
that  keep  large  buildings  —  even 
whole  cities  —  warm  in  winter  and  cool 
in  summer. 

Amerada  Hess  has  long  made  a 
specialty  of  producing  and  distributing 
different  types  of  residual  oil  to  satisfy 
environmental  requirements.  In  fact,  our 
refinery  at  St.  Croix  was  designed  to 
turn  out  more  residual  fuel  than  any 
other  product.  Dependable  delivery  is 
assured  because  we  have  strategically 
located  our  terminals  along  the  Atlantic 
Seaboard  and  Gulf  Coast. 

Whether  you  are  contracting  for  a 
single  facility  or  multiple  plant  locations 
you  can  depend  on  us,  for  there  is  no 
hour  of  the  day  when  the  work  of 
Amerada  Hess  stops. 


RMERflDR  HESS  CORPQRRTION 
1  HESS  PLAZA,  WOODBRIDGE,  N.J.  07095 


^  got  it! 


At  The  Hub 

New  Jersey's  location  has  made  it  a 
unique  hub  for  modern  transportation. 
The  super  highways,  the  New  Jersey 
Turnpike,  the  Garden  State  Parkway  and 
the  Atlantic  City  Expressway,  are  national 
models  for  safety  and  convenience.  The 
new  Newark  International  Airport  is  one 
of  the  most  modern  facilities  in  the  world. 
And,  it  is  one  of  the  few  airports  that  was 
built  not  just  for  today's  air  traffic,  but  also 
with  plenty  of  room  for  future  expansion 
without  loss  of  efficiency.  New  Jersey  still, 
as  it  has  for  a  century,  relies  on  its 
extensive  rail  network,  including  a  largely 
new  commuter  fleet.  Port  Newark  and 
Port  Elizabeth  in  the  north  and  Camden  in 
the  south  give  the  state  a  substantial  chunk 
of  the  action  in  two  of  the  largest  port 
facilities  in  the  world. 

Not  surprisingly,  given  its  location  and 
assets,  New  Jersey  developed  into  a 
highly  industrialized  state,  but  one  with  a 


difference.  Tourism  is  big  business  in  New 
Jersey,  and,  in  a  deeper  sense,  just  plain 
good  living  is  one  of  the  state's  hallmarks. 
For  hundreds  of  thousands  who  worked  in 
other  states.  New  Jersey  became  a  great 
place  to  live  and  raise  a  family.  The  state  is 
probably  more  "suburban"  than  any 
other.  Its  largest  city  has  a  population  of 
less  than  400  thousand  in  a  state  of  seven 
and  a  half  million.  And  with  the  emphasis 
on  a  good  family  environment  has  come 
the  development  of  many  first  rate  local 
systems  of  elementary  and  secondary 
education.  New  Jersey  is  second  in  the 
nation  in  public  spending  in  this  category. 
A  priority  that  is  even  better  understood  in 
the  context  of  relatively  low  state  and  local 
spending  overall.  Moving  up  the 
education  ladder,  Princeton  and  Rutgers, 
the  State  University,  have  international 
reputations,  and  there  are  45  other  two 
and  four  year  institutions,  including  the 
largest  private  university  in  the  nation, 
Fairleigh  Dickinson. 


The  Turn-Around  State 

These  are  the  givens,  this  is  what  New 
Jersey  had  to  work  with  when  four  or  five 
years  ago  it  began  a  series  of  major 
breakthroughs  to  turn  around  some  of  the 
problems  that  were  serious.  The  first  and 
the  foundation  was  tax  reform.  New 
Jersey  never  had  been  a  big  spender  in  the 
public  sector,  in  fact  many  essential 
services  were  short  changed.  And  in  1974, 
the  state  was  49th  in  per  capita  state 
spending  and  50th  in  per  capita  state 
employees.  In  1975,  under  fiscal 
pressures,  but  partly  through  the 
institution  of  Zero  Base  Budgeting 
procedures,  the  state  budget  was  actually 
cut.  Yet  the  local  property  tax  burden  was 
too  high  in  many  communities  and  the 
inequities  led  to  a  critical  struggle  for 
financial  stability.  Inevitably  there  were 
many  who  just  wanted  to  buy  a  little  time 
hoping  that  the  problem  would  go  away  or 
at  least,  in  time,  become  someone  else's 


New  Jersey  orchestras,  ballet,  theatres, 
restorations,  the  arts  and  crafts  are  part  of  a 
cultural  renaissance  that  is  national^  respected 
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'If  you' 


ve  ever 


had  any  encounters 
with  a  big-city  cash 
management  operation, 
you'll  understand  why  our 
'lockbox  ladies'  are  more 
valuable  to  us  than  our  computers. 
'     Not  just  because  good  help  is  so  hard  to 

find,  but  because  these  ladies  must  be 
experienced,  responsible,  well-trained  and  highly- 
motivated.  And  that's  why  our  corporate  customers 
enjoy  a  lockbox  operation  that  is  virtually  error-free.  Try  ' 
to  find  that  in  a  money-center  bank! 

"We  use  the  Newark  Post  Office  and  that's  important,  too. 
Because  mail  received  at  Newark  is  approximately  one  day  faster 
than  at  any  other  eastern  money-center  post  office.  Couple  that 
advantage  with  our 'lockbox  ladies',  plus  a  competitive  availability  schedule, 
and  you've  got  a  combination  that's  hard  to  beat.  After  all,  aren't  speed  and 
accuracy  what  every  corporate  manager  is  lookmg  for  in  a  cash  management 
operation? 

"Here's  the  point.  We're  a  $1.4  billion-dollar  bank — with  all  the  advantages  a  big-city 
bank  can  offer.  And  some  they  can't.  Like  our 'lockbox  ladies'.  Remember,  it's  your  money. 
And  they'll  get  it  to  you  faster." 

For  complete  information  on  our  lockbox  and  other  cash  management  services,  call  Bob  Peters 
(201)  646-5130  or  Tom  Finn  at  (201)  646-5096. 


at 


United  Jersey  Bank 

/  Memb 


Member  FDIC 


210  Main  Street,  Hackensack,  New  Jersey  07602 

Member  bank  of  United  Jersey  Banks,  a  $2,3  billion  Financial  Services  Organization  with  offices  throughout  f^lew  Jersey 
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One  of  the  most  ambitious  college  and 
uocational  school  expansion  programs  in 
America  has  recently  been  completed. 


concern.  They  advised  gimmicks,  a  kind 
of  go-go  fiscal  policy.  But  in  the  long  run 
the  state  chose  the  fiscally  responsible 
course,  the  tight  budget  policy  coupled 
with  direct  property  tax  relief  —  $75 
million  to  business  alone  —  built  the 
support  required  to  pass  a  modest  income 
tax  of  2  to  2 '72%.  The  total  package 
includes  the  first  caps  on  state,  local,  and 
school  spending  in  the  nation.  Fiscal 
stability  and  reform  are  now  frequently 
cited  by  businesses  when  they  describe 
what  they  like  about  New  Jersey. 

The  last  four  years  also  saw  a 
fundamental  change  in  the  reputation  of 
New  Jersey  government.  Sunshine  laws, 
expansion  of  competitive  bidding,  reform 
of  state  purchasing  practices,  tough  action 
by  U.S.  Attorneys  and  State 
Attorneys-General  (their  joint  action  has 
been  termed  a  model  for  the  nation  by 
federal  Justice  Department  officials)  has 


taken  the  state  beyond  the  mere  absences 
of  scandal  to  leadership  in  the  way  the 
pijblic  business  in  transacted.  Together 
with  fiscal  reform  these  accomplishments 
have  contributed  to  a  sense  of  positive 
movement,  but  the  major  symbols  of  that 
change  have  been  in  the  Meadowlands, 
and  to  a  lesser  extent  Atlantic  City. 

Meadowlands  Magic 

The  25,000-acre  Hackensack 
Meadowlands  is  the  most  valuable  piece 
of  undeveloped  property  in  the  United 
States.  Under  comprehensive  state 
planning  supervision,  this  area  is  being 
developed  for  industry,  housing, 
parklands,  commercial  development,  and 
wetlands  preservation.  The  centerpiece, 
of  course,  is  the  Meadowlands  Sports 
Complex,  a  state-owned  facility,  financed 
by  over  $300  million  in  long-term  revenue 
bonds.  Giants  Stadium  (capacity  76,600) 


NEW  HOUSE, 
SAME  HOME 


There's  plenty  to  be  said  for  sticking  with  a 
place  that's  been  your  home  for  more  than  90 
years.  New  Brunswick  is  just  such  a  place.  In 
fact,  we're  building  our  new  headquarters 
here,  right  next  to  where  we  started  in  1886. 
When  it's  completed,  it  will  be  the  newest 
major  architectural  contribution  to  the  urban 
renewal  of  this  194-year-old  city. 


New  Brunswick,  N  J. 


Mimical 


We're  More 
Than  The  Name 
Implies. 


For  58  years  Allied  Chemical  has  been  supplying  industry  with  the 
chemicals  used  in  making  thousands  of  consumer  products.  Industrial 
and  specialty  chemicals  and  plastics  are  still  a  mainstay  of  our 
business.  V 


But  recently  we've  been  growing  vigorously  in  non-chemical  areas. 

Like  energy.  We've  been  drilling  for  oil  and  gas  all  over  the  world.  And 
making  substantial  new  discoveries.  Oil  in  the  Piper  and  Claymore 
Fields  of  the-North  Sea.  Natural  gas  in  Indonesia.  Oil  and  gas  in  West 
Texas  and  the  Gulf  of  Mexico.  And  now,  in  partnership  with  Texaco 
and  others,  we're  drilling  in  the  Baltimore  Canyon  offshore  New 
•Jersey  to  determine  whether  gas  we've  found  there  is  in  commercial' 
quantities. 


'    We've  become  the  world  s  largest  maker  of  automobile  seat  and 
1^1^  shoulder  belts.  We're  a  leading  supplier  of  nylon  for  carpeting— some 
so  tough  that  we  guarantee  it  for  five  years,  even  when  installed  in 
shopping  malls  and  airports.  We  also  make  nylon  and  polyester  for  tire 
cord  and  a  hundred  industrial  uses. 

In  our  research  labs  we're  turning  out  the  prototypes  of  the  industrial 
materials  of  tomorrow.  Like  Metguxs"  ,  a  new  kind  of  substance  made 
by  cooling  molten  metals  so  rapidly  they  retain  the  random  atomic 
structure  of  glass.  Synthetic  crystals  and  films.  New  ways  to  produce 
chemicals,  using  lasers  and  polymeric  membranes.  ;■; 

Our  diversification  has  proceeded  so  rapidly  that  more  thaji  half  of  our 


Our  diversification  has  proceeded  so  rapidly  that  more  tha/i  half  of  our 
sales  now  conne  from  non-chemical  product  lines. 

We're  the  new/ Allied  Chemical.  Resources  and  materials  for  every 
industry  America's  consumers  depend  on. 

Allied  Chemical's  operations  are  international,  but  our  headquarters 
is  in  New  Jersey  For  an  Annual  Report,  write  to  P.O.  Box  2245R, 
'  ':Morristown,  New  Jersey  07960. 


ANNOUNCING 
THE  NEW  CAPITALS 
OF  THE  WORLD 


The  sound  investment  of  world  capital  belongs  in  the  Capital  of  the  World,  and  the  New  York- 
New  Jersey  Metropolitan  Region  is  the  number  one  candidate  for  the  title. 

WE'RE  THE  CONSUMER  CAPITAL 

The  New  York-New  Jersey  Metropolitan  Region  is  the  largest  consumer  market  the  world  has 
ever  known.  A  third  of  all  the  buying  power  in  America  lies  within  overnight  truck  delivery  of 
our  railroads,  airports  and  piers. 

WE'RE  THE  CAPITAL  CAPITAL 

The  region  has  no  peer  anywhere  as  the  place  to  finance  an  enterprise,  arrange  its  insur- 
ance, lay  out  its  advertising  and  promotional  campaigns,  print  and  publish  its  papers,  and 
entertain  its  prospects  and  associates. 

WE'RE  THE  MANUFACTURING  CAPITAL 

The  region  with  the  greatest  concentration  of  manufacturing  plants  and  the  widest  variety  of 
industries  in  the  nation.  And  more  corporate  headquarters  of  all  kinds  by  far. 

WE'RE  THE  TRANSPORTATION  CAPITAL 

We  have  the  world's  most  advanced  complex  of  airports,  handling  more  than  1,800  flights  a 
day,  passenger  and  freight,  to  and  from  the  major  cities  of  the  world.  The  port,  known  as 
"America's  Container  Capital,"  handles  the  broadest  mix  of  cargo  of  any  port  in  the  world. 

WE'LL  BE  THE  INDUSTRIAL  PARK  CAPITAL 

The  Port  Authority  of  New  York  and  New  Jersey  has  been  commissioned  to  develop  the  most 
effective  industrial  parks,  with  the  most  advantageous  terms,  ever  to  attract  the  investor  and 
industrialist  here  and  abroad. 


The  progress  of  the  region's  capitals  is  our  business.  To  make  more  of  your  capital,  contact: 

IHE  POIirAimiORITY(D[F  W^O^ 

The  World  Trade  Center /George  Washington  Bridge /LaGuardia.  Newark.  Kennedy  International  Airports/ 
Holland  and  Lincoln  Tunnels/Port  Newark  and  Elizabeth  Marine  Terminals /PATH /and  other  facihties. 


'soot  it! 


is  the  home  of  the  Football  Giants  and  the 
new  sports  success  story,  the  Cosmos, 
champions  of  the  North  American  Soccer 
League.  Even  without  the  great  Pele,  who 
put  the  sport  on  the  map  in  the  U.S.A.,  the 
Cosmos  drew  a  record  750,000  regular 
season  fans  this  year.  The  Meadowlands 
race  track  already  has  set  national  records 
for  "handle"  and  attendance.  It  features 
both  harness  racing  and  thoroughbred 
racing  at  night. 

The  New  Jersey  Nets  of  the  NBA, 
temporarily  operating  out  of  Rutgers 
University  facilities  in  New  Brunswick, 
soon  will  be  housed  in  an  indoor  arena  at 
the  complex.  A  hockey  franchise  is  in  the 
works.  The  plans  for  the  Meadowlands  are 
ambitious  but  this  is  one  project  that,  at 
each  stage,  has  always  turned  out  to 
exceed  expectations. 


A  Strong  Economy 

There  are  important  changes,  too,  in  the 
area  of  economic  development.  The 
establishment  of  the  PATH  high  speed  line 
operated  by  the  Port  Authority  has 
provided,  since  the  sixties,  clean  and 
reliable  rapid  transit  from  New  Jersey  to 
the  Wall  Street  area.  Financial  firms  are 
beginning  to  take  advantage  of  these 
unique  arrangements.  In  the  south  the 
Lindenwold  High  Speed  Line  to 
Philadelphia  has  had  a  similar  effect, 
stimulating  business  development  along 
the  line  as  well  as  making  life  a  lot  easier 
for  commuters.  While  taking  a  tough 
stance  on  environmental  controls  to 
protect  its  priceless  beaches,  New  Jersey 
leaders  are  working  closely  with  energy 
companies  to  determine  the  best  way  to 
take  advantage  of  the  large  quantities  of 


This  i/ear  Newark  International  Aiqjort 
celebrates  its  50th  anniuersar\>,  growing  at  a 
faster  rate  than  LaGuardia  or  Kenned]^ 
in  N.Y.C. 


Gouernor  Brendan  Bx^rne  ( right)  with  members  of  the  Sports  &  Exposition  Authoriti^,  breaks  ground  on  anew  indoor  arena 
in  the  Meadowlands.  It  will  join  highlit  successful  Giants  Stadium  and  Meadowlands  race  track. 
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Come  payday, 
we'll  pay  over 
3^00,000  employees. 


Shouldn't  ^ 
we  pay  yours? 


Every  payday,  in  and  around  38 
major  U.S.  cities,  ADP  turns  hectic 
peakloads  into  paychecks  and 
management  reports. 

We  do  that  for  over  50,000  firms, 
employing  over  three  percent  of 
the  U.S.  work  force,  which  amounts 
to  over  144  million  paychecks  a  year. 
Some  are  small  firms,  served  by  a 
single,  local,  ADP  processing  center. 
Others  are  multi-location  corpora- 
tions, served  by  many  ADP  centers. 
No  matter  what  the  company  size, 
we  do  the  job  quickly,  efficiently, 
economically. 

So  you  can  see  that  whether  you're 
an  interstate  giant  now,  or  intend 
to  be  one  someday,  there  are  ADP 
answers  for  your  payroll  problems. 

And  not  just  for  your  productive 
payroll,  but  for  your  "other"  payroll: 
the  money  you're  paying  in  excess, 
unwarranted,  unemployment  claims. 
Our  Unemployment  Cost  Control 
Service  can  stop  bad  claims  and 
probably  lower  your  rate. 

The  fact  is,  we  can  put  ADP 
computing  to  work  for  you  in 
dozens  of  ways. 
— Ti:*acking  your  receivables. 


—Tightening  your  payables  control. 
—Bringing  general  ledger  and 

financial  reporting  up  to  date. 
—Restoring  order  to  your  order  entry 

and  inventory  control. 

All  those  and  many  other  special- 
ized services  are  available  from  each 
of  our  regional  centers. 

Anywhere  you  are,  we  are. 
What's  more,  ADP  help  is  not  confined 
to  the  38  major  cities  mentioned  above. 

If  you  have  licensees  in  Europe 
and  distribution  centers  all  over  the 
States,  you're  still  as  close  as  your 
phone  to  precise  management  informa- 
tion through  ADP  Network  Services. 

ADP  Network  Services  provide 
management  answers  for  America's 
largest  industrials,  banks,  and  finan- 
cial institutions,  as  well  as  their 
counterparts  in  Europe. 

Single  city.  Or  half  the  globe. 
Simple  problem.  Or  complex 
information  system. 

Just  call  ADP  and  tell  us  where 
your  problem  lies.  We'll  give  you  the 
answers.  Call,  toll-free:  (800)  431-2457. 
Or  the  ADP  office  in  your  area. 
Automatic  Data  Processing,  Inc., 
405  Route  3,  Clifton,  New  Jersey  07015. 


The  computing  company. 


There's  new 
excitement  huUding 
in  New  Jersey; ... 


Meadowlands  Racetrack,  leading  harness  track 
in  the  nation  from  January  to  August,  and  home  of 
outstanding  night  thoroughbred  racing  from 
September  through  December. 


...in  the  form  of  Meadowlands  Arena, 
a  20,000-seat  multi-purpose  sports  and 
entertainment  facility  now  being  built  in  the 
heart  of  New  Jersey's  vast  meadowlands  ... 
a  short  drive  away  from  18  million  people. 
Anticipated  opening  date  of  this  spectacular 
arena,  which  will  showcase  professional 
basketball,  hockey  and  other  entertainment 
events,  is  late  1 980.  And  it  will  join  two  other 
record-setting  facilities  operated  by  the  New 
Jersey  Sports  &  Exposition  Authority: 


Giants  Stadium,  home  of  the  National 
Football  League  Giants  and  North  American 
Soccer  League  world  champion  Cosmos, 
and  many  other  outstanding  entertainment 
attractions. 


Limited  copies  of  the  current  annual 
report  of  the  N.J.  Sports  &  Exposition 

Authority  are  available  by  writing: 
Mr.  William  F.  Hyland.  Chairman 
N.J.  Sports  &  Exposition  Authority 
East  Rutherford,  N.J.  07073 


THE 
MEAD 


WLANDS 

East  Rutherford,  N.J. 
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oil  and  natural  gas  which  may  lie  just  off 
shore.  More  certain  are  the  enormous  coal 
reserves  in  neighboring  eastern 
Pennsylvania.  Some  power  companies 
already  are  using  the  latter  to  insure  a 
steady  flow  of  energy  to  their  customers. 

Urban  Revitalization 

Despite  the  progress,  New  Jersey  has.a  full 
agenda  of  things  that  need  doing.  Its 
business  and  political  community  have  no 
illusions  about  the  challenge  posed  by 
so-called  "sun  belt"  development.  They 
know  that  the  state's  cities,  through 
financially  sound  and  moderate  in  size, 
require  urgent  attention.  Indeed  newly 


Hessian  Barracks  in  Trenton,  General 
Washington's  Delaware-crossing  target.  New 
Jersey  was  the  Battleground  of  the  Revolution 
—  rich  in  historic  treasures. 


reelected  Governor  Brendan  Byrne  has 
made  urban  revitalization  and  economic 
progress  the  themes  of  his  second 
administration.  The  gains  of  the  last  few 
years  were  hard  won  and  the  state  is 
determined  to  stay  on  top.  Newark  is 
being  largely  rebuilt  at  its  core,  with 
several  new  office  buildings  and  a  major 
medical  school  and  hospital  as  keystones. 
The  Jersey  City  waterfront  is  undergoing 
extensive  redevelopment  on  both  sides  of 
the  new  Liberty  State  Park.  Turning  the 
cities  around  will  not  be  easy,  but  with 
manageable  debt  burdens  and  balanced 
budgets  (required  by  law  in  New  Jersey 
along  with  close  supervision  by  a 
state  agency)  the  foundation  is  present 
for  progress. 

In  one  sense  New  Jersey  is  luckier  than 
its  northeastern  neighbors.  With  high 
income  and  more  moderate  problems,  the 
state's  competitive  position  is  a  good  deal 
stronger  than  most  other  older  industrial 
states.  But  state  leadership  recognizes  the 
disadvantages  in  taking  progress  and 
economic  development  for  granted.  In 
addition  to  changing  its  image.  New 
Jersey  state  government  has  created  an 
array  of  new  public  aids  to  private 
sector  growth. 


Giants  were  the  first  major  league  team  to  make 
New  Jersey  home,  followed  by  the  NBA  Nets 
and  world  champion  Cosmos.  In  the  near 
future:  hockei;. 
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Man\^  Department  of  Labor  &  Industry)  programs  provide  low  cost  loans  for  investment  and 
working  capital,  red  tape  cutting,  free  employee  training,  export  help  and  much  morie. 


Warner-Lambert  is  constructing  an  $11  million  addi- 
tion to  its  corporate  headquarters  building  in  Morris 
Plains  to  accommodate  growth  and  to  house  a  newly 
consolidated  Pharmaceutical  Division.  This  is  the 
fourth  expansion  since  Warner-Lambert  came  to 
Morris  Plains  in  1947.  We  feel  New  Jersey  is  a  good 
place  to  be. 

Warner-Lambert 

COMPANY 
MORRIS  PLAINS.  NEW  JERSEY  07950 


The  state  Economic  Development 
Authority  issues  tax  exempt  industrial 
revenue  bonds  to  increase  the  flow  of 
private  capital  and  job  creation  in  the 
state.  This  agency  has  arl'anged  more  than 
$600  million  in  long  term  loans  for  457 
companies  in  just  SVi  years.  Recently  the 
Authority  was  given  the  ability  to  provide 
assistance  in  the  form  of  working  capital. 

State  government  also  provides  a 
program  for  customized  training  of 
workers  for  businesses,  including,  if 
desirable,  in-plant  training  programs.  The 
Employment  Service  also  can  help  firms 
to  find  the  workers  they  need  with  the 
requisite  skills  already  mastered. 

As  noted  above.  New  Jersey  has  had 
great  success  in  attracting  foreign 
businesses  to  the  state.  The  Office  of 
International  Trade  provides  assistance  in 
the  other  direction  as  well,  by  helping  find 
markets  for  New  Jersey  made  products. 
Two  of  the  most  efficient  ports  in  the 
continent  facilitate  this  process. 

Businesses  seeking  locations  in  New 
Jersey  also  benefit  from  computerized  site 
selection  procedures.  The  Office  of 
Industrial  Development  has  hundreds  of 
listings  of  available  buildings  and  land 
which  can  be  screened  for  the  ideal 
location  for  an  expansion  or  first  move  to 
New  Jersey.  They  also  help  with 
architects,  banks,  engineers,  contractors 
and  realtors. 

Most  businessmen  are  concerned 
about  the  amount  of  government  red  tape 
which  hampers  operations,  particulariy 
the  setting  up  of  a  new  plant  in  a  new 
location.  That's  where  the  Office  of 
Business  Advocacy  comes  in.  Its  sole 
mission  is  to  help  firms  who  have 
problems  with  government  agencies.  The 
Office  can't  change  the  rules,  but  it  can 
make  sure  matters  are  expedited  and  that 
misunderstandings  are  kept  to  a 
minimum.  Businessmen  obtain  free  help 
on  environmental  problems, 
transportation,  energy,  taxes,  permits, 
legal  assistance  and  even  financial  advice. 
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Funny,  nobody  Is  laughing 
at  Atlantic  City  anymore. 


But  at  First  National  State 
we're  all  smiles. 

The  glory  of  Atlantic  City  is  gone 
forever,  they  said,  and  casino  gambling 
won't  help. 

But  the  doom-sayers  were  wrong. 
Casino  gambling  has  brought  new  life  to 
that  great  resort.  Atlantic  City  is  booming 
and  bustling  and  bursting  with  pride.  And 
all  because  the  forward-looking  people  of 
New  Jersey  took  a  positive  stand  on  behalf 
of  a  vital  area  of  the  State. 

First  National  State  has  been  a  primary 
force  in  the  drive  for  growth  and  pride  in 
Atlantic  City  and  throughout  the  Garden 
State.  And  we  put  our  money  where  our 
enthusiasm  is. 

We  provided  financing  for  the  first 
casino  built  in  Atlantic  City  by  Resorts 
International.  And  we're  actively  involved 
in  many  other  vital  Atlantic  City  projects. 

We  were  the  lead  bank  behind  the 
financing  of  the  Meadowlands  Sports 
Complex.  We  have  strongly  supported 
responsible  development  of  off-shore  oil 
recovery.  We  have  continually  reflected  the 
pride  we  have  in  our  state  through  active 

A  great  bank  can  make  a  great  difference. 

First  NaHonal  State  Bank  of  New  Jersey,  550  Broad  Street,  Newark,  NJ  07102  (201-565-3200)  Member  FDIC 


support  of  thousands  of  growing  New 
Jersey  businesses,  both  large  and  small. 

That's  why  we're  all  smiles  about  the 
rebirth  of  Atlantic  City.  Because  that  rebirth 
is  only  a  part  of  an  exciting  new  era  of 
growth  for  the  entire  state  of  New  Jersey. 

And  you  can  count  on  First  National 
State  to  continue  to  provide  the  kind  of 
financial  leadership  you'd  expect  from  New 
Jersey's  largest  commercial  bank.  In  Atlantic 
City  and  throughout  our  great  state. 

To  learn  more  about  our  financial  and 
banking  expertise  and  the  depth  of  our 
knowledge  of  the  New  Jersey  business  and 
financial  marketplace  just  drop  a  note  on 
your  letterhead  to  Edward  D.  Knapp, 
Senior  Executive  Vice  President. 

First 
nk  National 
■  State 


NEWARK 


We  are  proud  to  be  a  part 
of  Newark! 

The  progress  we  see  in  Newark  cannot  be  credited  solely 
to  government  or  to  business,  to  an  individual  spirit  or  a 
community  resolve.  The  good  things  have  come  about 
because  all  these  elements  have  found  a  way  to  work  to- 
gether toward  a  common  end. 

There  is  a  new  vitality  in  Newark  which  is  solid  proof 
that  where  this  city  is  going  today  will  make  it  a  good 
place  to  be  tomorrow.  The  role  played  by  Mutual  Benefit 
Life  and  the  other  responsible  corporate  citizens  rein- 
forces our  belief  that  the  primary  ingredient  for  change 
and  progress  lies  within  the  private  sector. 

Chairman  of  the  Board 


Mutual  Benefit  Life 

520  Broad  Street,  Newark,  New  Jersey  07101 


'soot  it! 


A  Great  Future  — 
New  Jersey's  Got  iti 

The  next  few  years  should  be  memorable 
for  economic  development  in  the  Garden 
State.  The  Meadowlands  will  continue  to 
flourish,  with  shopping  centers,  hotels, 
housing  and  industrial  projects  already  in 
the  works.  A  giant  new  food  distribution 
center  for  the  region  will  be  built  in  the 
northern  part  of  the  state.  The  first  two  of  a 
series  of  Economic  Development 
Authority  urban  industrial  parks  will  rise 
on  sites  already  selected  in  Jersey  City 
and  Elizabeth. 

New  Jersey  is  a  mature  state,  with  most 
large  public  facilities  already  in  place  and 
largely  paid  for.  It  has  a  highly  productive, 
stable  well-trained  work  force.  In  fact. 
New  Jersey  is  ranked  third  in  the  East  in 
value  added  per  man  hour  in  manu- 
facturing. And  labor  stoppages  are 
relatively  low.  In  the  past  10  years  only  3% 
of  work  force  was  involved  in  such  action, 
well  below  the  national  average.  The  state 
has  the  advantage  of  a  unique 
northeastern  location.  You're  at  the  center 
of  the  action  without  having  to  cope  with 
the  almost  overwhelming  problems 
elsewhere  in  the  region.  New  Jersey's 
recreational  and  residential  areas  are 
second  to  none,  yet  it  lies  at  the  heart  of 
commerce  and  industry.  Maybe  that's 
why  there  is  a  simple  but  meaningful 
slogan  for  its  current  campaign  to  attract 
more  business  to  the  state:  "New  Jersey's 
Got  It!" 


Brendan  Byrne, 
Governor 


John  J.  Horn, 
Commissioner, 
N.J.  Department 
o  f  Labor  &  Industn; 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


IT'S  TIME  FOR  JAPAN  TO  BECOME  A  MILITARY  POWER  AGAIN 


How  the  wheel  doth  turn. 

West  Germany's  miUtary  strength  is  the  principal  element  in 
NATO  s  conventional  military  capability,  and  now  the  time  has 
come  for  Japan  to  shoulder  the  cost  of  developing  the  military 
means  for  defending  itself  instead  of  depending  almost  totally 
on  the  U.S. 


below  that  of  Soviet  Russia  today. 

Japan  spends  less  than  1%  of  its  gross  national  product  for  its 
own  security.  We  spend  nearly  6%,  Germany  2.7%,  France 
3.5%  and  Great  Britain  4.5%.  We  have  in  common  a  common 
problem — the  U.S.S.R. 

Our  nuclear  capability  shields  the  whole  Free  World  as  well 


In  view  of  our  towering  trade  deficit  with  Japan,  the  Land  of  as  ourselves  from  a  frontal  holocaust  between  Russia  and  the 

the  Rising  Yen  (soaring  would  be  an  apter  word)  should  now  U.S.  But  bloody  brushfire  wars  with  conventional  arms  are 

raise  its  own  military  shield.  Build  and  arm  a  meaningful  army,  what  we've  seen  and  will  continue  to  see  all  over  the  world, 
navy  and  air  force.  We  sorely  need  that  Japanese  capability        To  help  keep  them  from  spreading,  it  s  now  time  for  Japan  to 

because  our  strength  in  these  departments  is  numerically  so  far  join  the  lineup,  to  take  its  place  in  the  security  batting  order. 


IT  WOULD  BE  NUTS  TO 

The  fact  that  the  Senate  and  the  House  have  sent  to  the 
states  for  ratification  a  constitutional  amendment  that  would 
give  the  District  of  Columbia  (i.e.,  the  700.000  citizens  of  the 
city  of  Washington)  two  senators  and  one  or  two  congressmen 
demonstrates  to  a  T  exactly  why  the  Constitution  made  the 
District  of  Columbia  a  separate  entity  without  such  clout. 

Despite  the  multitude  of  federal  employees  who  commute 
from  Virginia  and  Maryland,  half  the  people  in  Washington  work 
for  the  government.  Their  lobbying  capability  is  demonstrated 


GIVE  D.C.  TWO  SENATORS 

by  the  inordinate  advantages  they  ve  already  wrested  from  the 
senators  and  representatives;  they  bore  from  within  the  offices 
where  they  work,  and  bring  literally  face-to-face  pressures  and 
confrontations  in  the  marbled  corridors  of  our  power  Capitol. 

In  fact,  we'd  be  giving  our  not-always-civil  servants  two  U.S. 
senators  and  one  or  two  congressmen  to  represent  a  pressure 
group  that  does  mighty  all  right  for  itself  without  such.  If  we're 
going  to  start  giving  congressional  representation  to  groups,  I 
can  think  of  a  couple  of  dozen  far  more  in  need. 


EUROPE  MAY  BE  DOWN  ON  THE  BUCK 


but  where  d'you  suppose  Europeans  are  putting  most  of  their 
money  these  days?  They're  investing  at  record  levels  in  the 
United  States. 

Why?  There's  no  safer  haven  in  the  world  for  investment 
than  this  country.  The  stability  of  government,  the  long-range 
health  of  our  economy,  the  overall  record  of  productivity  all 
add  up  to  a  magnetic  attraction  for  the  funds  of  foreigners. 

No  wonder  they  have  been  buying  our  hotels,  our  mines. 


our  businesses  at  a  rate  33%  greater  during  the  second  quarter 
of  this  year  than  the  previous  high  last  year. 

As  for  Germany,  which  rightfully  deplores  our  rate  of  infla- 
tion and  the  plunge  of  the  dollar  abroad,  its  foremost  bank  is 
even  trying  to  buy  the  World  Trade  Center — which,  consider- 
ing what  a  gigantic  and  stupid  move  it  was  by  the  Port 
Authority  in  the  first  place,  might  not  be  a  bad  idea.  I  hope  the 
P.A.'s  first  refrisal  isn't  their  final  answer. 


"WHY  NOT  CANCEL  U.S.  OLYMPIC  PARTICIPATION?" 


That  question  wasn  t  put  forvsard  as  a  serious  proposal  in  a 
luneheon  conversation  we  had  with  a  $l-billion-plus  CEO,  but 
rather  to  illustrate  how  indefensible  he  thought  the  Adminis- 
tration's freeze  (later  lifted)  on  Dresser  Industries  S144  million 
Russian  contract  for  oil  drilling  equipment  was. 

"If  Carter's  intention  was  to  show  his  ire  over  Russia's  abuse 
of  human  rights,  if  he  really  wants  to  hit  them  where  it  would 
hurt,  pulling  the  U.S.  out  of  the  Moscow  Olympic  Games 
would  accomplish  that  far  better  than  taking  huge  orders  away 
from  American  business  for  products  which  the  Russians  can 


readiK-  secure  from  other  countries,  such  as  Germany,  "  said 
this  perceptive  corporate  chief 

In  the  Dresser  case.  Carter  at  first  seemed  to  be  buckling  to  the 
let's-get-tough-with-the-Reds  trioof  Brzezinski,  Schlesinger and 
Jackson.  Fortunately,  there  were  sensible  second  thoughts. 

Ever  increasing  commerce  between  this  country  and  the 
U.S.S.R.  probably  offers  a  better  way  of  thawing  the  cold  war 
than  most  other  approaches.  Being  tough  by  being  strong 
economically,  as  well  as  militarily,  is  essential. 

Being  dumb  is  costly  as  well  as  weakening. 


PROPER  SLEEPING 


Mrs.  James  McBey,  widow  of  the  famed  Scots  etcher  and 
painter  and  herself  a  most  successful  painter,  commented  in  a 
conversation  we  had  recentU  that  she  was  so  glad  that  part  of 
her  proper  Philadelphia  upbringing  some  decades  ago  had 
included  being  taught  to  sleep  sitting  up. 

"It  was  drummed  into  us  that  proper  young  ladies  should 
never  slump  when  slumbering  in  public  places.  In  those  days, 
sitting  through  teas  and  dances  and  at  stations  waiting  for  trains 
and  on  trains  often  involved  the  tedium  that  brings  on  sleep.  If 
you  were  brought  up  right,  you  learned  to  sleep  upright.  This 
capabilit>  has  been  invaluable  these  days  with  long  hours  and 
little  leg  room  in  cramped  aiqjlane  seats.  I  can  sleep  anN-where 
and  conceal  the  fact  so  long  as  I  in  sitting  straight. 

This  brought  to  mind  my  wife's  ability  to  do  the  same.  It 
came  in  most  handy  in  those  days  when  I  was  active  in  politics. 
On  more  than  one  occasion  when  I  was  New  Jersey  GOP 
gubernatorial  candidate,  by  the  end  of  an  arduous  day  of  many 
speeches  before  man\  audiences,  my  wife  would  be  sitting 
with  assorted  luminaries,  the  de  rigeur  flower  bouquet  in  lap, 
while  I  flailed  and  flapped  before  the  mike  on  the  necessity  of 
good  government,  i.e..  my  election.  Shed  be  sound  asleep. 


Mrs.  MSF  on  the  stump  (circa  1957): 

"If  you  had  to  listen  to  you  ..." 

but  few  knew  because  she  was  straight  up  in  the  chair.  One 
day,  though,  she  was  already  asleep  before  I  started,  and. 
when  she  was  asked  to  stand  and  take  a  bow.  it  took  an 
embarrassing  lot  of  pokes  to  get  her  up. 

When  I  chided  her  on  the  wa\  home  late  that  night,  she 
said,  "If  you  had  to  listen  to  >ou  a  dozen  times  a  day,  you'd  be 
sound  asleep,  too.  " 


READING  SUGGESTIONS— WITH  SAMPUNGS 

The  World  According  to  Carp — by  )ohn  Irving 

Sometimes  I  almost  enjoyed  this  book,  but  am  confounded  that  know  just  what's  gonna  happen,  so  you  don't  have  to  read 

it's  a  best-seller.  This  quotation  (below)  from  the  book  exactK  them,  either.  But  this  book.  Jillsy  said,  "this  book's  so  sick  you 

expresses  m\' sentiments  about  Garp.  (E.P.  Dutton,  S10.95)  know  somethin's  gonna  happen,  but  you  can  t  imagine  what. 

Excerpt:  'Most  books  you  know  nothin  s  gonna  happen.  You  got  to  be  sick  yourself  to  imagine  what  happens  in  this 

Jillsy  said.  "Lawd.  you  know  that.  Other  books,  she  said,  "you  book,  Jillsy  said. 

Casino  Gambling  for  the  Winner — by  Lyie  Stuart 

The  book  world  s  most  colorful  publisher  sets  forth  the  nine  than  in  extortion  and  hijacking.  They  all  became  gentlemen 

commandments  he  evolved  to  win  $166,505  in  ten  consecutive  and  churchmen  and  heads  of  the  local  charities.  .  .  .  There  are 

Las  Vegas  sorties.  Great  reading  for  those  queued  up  on  the  no  systems  that  will  defeat  any  casino  game  over  any  period  of 

boardwalk  waiting  their  chance  at  the  tables  in  Atlantic  City.  time.  If  you  don  t  accept  this,  you  re  a  cherry-flavored  lollipop. 

(Lyle  Stuart  Inc.,  $12)  The  more  you  re  willing  to  wager  on  your  system,  the  more 

Excerpts:  There  teas  no  need  to  cheat  at  the  games.  The  readily  the  casino  will  send  that  special  plane  for  you.  Or.  as 

games  were  themselves  a  license  to  steal.  .  .  .  The  moustaches  the  old  casino  manager's  directive  goes:  "When  you  find  a 

[loan  sharks]  found  there  was  more  money  in  legal  gambling  system  player,  send  a  taxicab  for  him." 

In  Search  of  History — By  Theodore  H.  White 
This  extraordinarily  absorbing  memoir-histor\'  focuses  on     pose  and  power.  It  begins  with  Teddy  White  s  unparalleled, 
the  seekers  (mostly  political)  and  possessors  of  America  s  pur-     on-the-scene  witness  to  our  losing  our  w  a\  in  China  that 
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ultimately  led  to  the  Vietnam  catastrophe.  He  writes  the  most  lancers,  under  McCarthy  leadership,  was  to  poke  out  the 

lucid,  insightful,  warmly  human  political-historical  prose  of  eyes  and  ears  of  the  State  Department  on  Asian  ajfairs,  to 

anyone  in  our  time.  (Harper  &  Row,  $12.95)  blind  American  foreign  policy.  And  thus  flying  blind  into  the 

Excerpts:  Paper  currency  is  nothing;  its  value  comes  only  murk  of  Asian  politics,  American  diplomacy  carried  Ameri- 

from  the  faith  and  the  strength  of  the  government  that  issues  can   honor,   resources  and  lives  into   the   triple -canopied 

it,  and  the  price  index  in  Chiangs  China  traced  the  collapse  jungles   and  green-carpeted   hills   of  Vietnam,    where  all 

of  his  government .  .  .  .  The  wrong  done  by  the  McCarthy  crashed. 

Here  Lies  America — by  Nancy  Eills  and  Parker  Hayden 

This  gamut  of  "notable  graves,"  with  the  headstone  picture  their  thundering  herd?  The  name  Merrill,  Lynch,  Pierce, 


on  one  page  and  a  textual  bit  about  the  dead  one  on  the  other, 
brings  more  life  and  vitality  to  our  history  than  most  Histories 
do.  Worth — almost — even*  one  of  the  45-plus  minutes  it  takes 
to  peruse.  (Hawthorn  Books  Inc.,  S6.95) 

Excerpt:  Geese  have  their  gaggle  and  beauties  have  their 
bevy  but  where,  except  in  America,  would  stockholders  have 


Fenner  i-  Beane  (now  Smith)  goes  together  as  naturally  as  ham 
and  eggs  but,  ironically,  these  five  men  were  never  partners  all 
at  the  same  time.  Two  of  them  were  already  dead  when  the 
famous  firm,  which  was  to  become  the  butt  of  jokes  about  "We 
the  People  '  and  lead  to  such  advertising  shenanigans  as  a  herd 
of  cattle  charging  out  of  a  TV  screen,  was  organized. 


Here  lies  Merrill,  Lynch,  Pierce,  Fenner  &  Beane 


SOMETIMES  DOING  WHAT'S  EXPECTED 

is  more  effective  than  doing  the  unexpected. 


WE  ALL  LIKE  TO  BE  ASKED 

even  if  we  say  no. 


WOULD  YOU  TAKE  A  NEW  JOB 


where  any  additional  salary  was  effec- 
tively taxed  at  a  rate  of  80%  to  100%? 

If  not,  then  you  can  begin  to  under- 
stand why  the  problems  of  our  inner- 
cities  have  remained  so  acute  despite 
massive  growth  in  federal  aid  over  the 
past  decade. 

University  of  Southern  California 
Professor  Arthur  B.  Laffer,  one  of  the 
few  economists  who  does  some  origi- 
nal thinking,  has  been  studying  the 
question  of  why  the  U.S.'  numerous 
urban  programs  have  been  so  ineffec- 
tive in  combating  inner-city  poverty 
and  unemployment. 

Among  16-to-24-year-olds,  for  in- 
stance, the  average  unemployment 
rate  went  from  18%  in  1968  to  an 
average  of  31%  eight  years  later.  Dur- 
ing the  same  period,  the  median 
earnings  of  working  black  males  had 
not  risen  as  much  as  those  for  whites, 
in  spite  of  all  the  affirmative  action 
programs. 

The  major  reason  for  this  situation. 
Professor  Laffer  believes,  is  the 
enormous  disincentives  in  our  social 
programs,  not  only  for  welfare  recipi- 
ents to  find  work  but  also  for  busi- 


By  M.S.  FORBES  Jr. 

nesses  to  invest  in  our  urban  ghettos. 

In  a  study  entitled,  "Prohibitive 
Tax  Rates  And  The  Inner-City,' 
Laffer  carefully  analyzed  welfare 
benefits  received  by  an  unemployed 
family  of  four  in  Los  Angeles  and  then 
asked  himself  this  question:  What 
would  that  family  gain  if  the  bread- 
winner found  a  regular  job?  The  dis- 
heartening answer;  Not  very  much. 

Laffer  s  hypothetical  family  can 
currently  receive  in  benefits  (unem- 
ployment compensation,  food 
stamps,  housing  subsidies  and  the 
like)  some  $720  a  month.  What  if  one 
member  finds  himself  a  job  with  a 
salary  of  $12,000  a  year?  Because  of 
income  taxes,  social  security  taxes, 
etc.  and  because  a  regular  paying  job 
means  significant  reductions  in  wel- 
fare benefits,  that  family's  net  spend- 
able income  would  go  up  only  $1,600, 
or  14%  of  $12,000.  The  family  ends 
up  with  $140  a  month  more  than  it 
would  otherwise  have  had  if  it  had 
stayed  on  welfare.  Not  much  incen- 
tive in  that. 

Moreover,  with  outside  wages  of 
less  than  $1,000  a  month,  the  net 


gains  are  even  more  miserly.  Per- 
versely, that  family  does  better  if  the 
breadwinner  has  wages  of  only  $400 
per  month  than  if  he  earned  $700  a 
month.  With  $400  of  outside  income, 
a  family  nets  $816  a  month;  with 
$700,  only  $795  per  month. 

These  social  programs,  in  combina- 
tion with  our  tax  system,  have  priced 
hundreds  of  thousands  of  people  out 
of  the  productive  labor  market.  That's 
one  reason  there  is  so  little  private 
investment  in  the  ghettos. 

"The  good  intentions  of  our  social 
architects,  "  concludes  Professor 
Laffer,  "have  all  but  eliminated  eco- 
nomic incentives  for  one  of  our  most 
disadvantaged  groups — inner-city  in- 
habitants. At  the  very  least,  the  de- 
bilitating effects  of  minimum  wage 
laws,  regulations  and  [various  wel- 
fare] 'needs'  tests  must  be  mitigated 
before  substantial  improvement  can 
be  envisioned.  " 

Alas,  to  judge  from  the  proposals 
made  thus  far  by  the  Administration, 
President  Carter's  urban  .advisers 
continue  to  rely  on  the  same  old  poi- 
sonous stew. 


other  Comments 


often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor  s  mind. — A/SF 


Not  a  Black  Issue 

Washington,  DC  s  population  is  75% 
black.  Its  selections  for  Congress  would 
almost  surely  be  black,  liberal  Demo- 
crats. So  anyone  opposing  the  D.C. 
amendment  risks  being  accused  of  rac- 
ism and  Republican  partisanship. 

The  question  boils  down  to  this: 
Should  a  single  city  be  given  the  same 
kind  of  representation  in  Congress  as  an 
entire  state? 

Washington  has  an  area  of  only  67 
square  miles,  and  lacks  many  of  the  attri- 
butes of  even  a  thinly  populated  state. 
Without  farms,  mines,  forests,  small 
towns  or  much  industrv',  its  interests  are 
narrow.  Almost  half  its  people  make 
their  living  off  the  government — federal 
or  local.  As  one  senator  said:  "What  we 
are  doing  here  is  giving  the  federal  bu- 
reaucracy itself  voting  representation  in 
Congress. 

—U.S.  Sews  6  World  Report 

Literature  Lottery 

The  most  alarming  small  item  of  news 
stopped  us  cold  in  the  Times  of  July  16th. 
It  informed  us  that  vast  numbers  of 
books  in  the  great  libraries  of  the  land 
are  quite  literally  turning  to  dust.  The 
reason  is  that  paper  is  now  made  from 
wood  pulp  that  has  been  treated  with 
alum-rosin  compounds,  which  give  off 
sulphuric  acid,  so  that  the  books  actually 
consume  themselves,  with  the  help  of 
"rough  handling,  humidity,  heat,  mold 
and  cockroaches."  Books,  the  report  tells 
us,  now  have  a  life  expectancy  of  from  30 
to  50  years — less,  that  is,  than  our  own. 
.  .  .  Perhaps  publishers  might  start  a 
system  of  using  durable  paper  for  some 
of  their  books  and  perishable,  dust- 
bound  paper  for  others.  If  the  choices 
were  kept  secret,  it  would  make  litera- 
ture perhaps  more  exciting,  something  of 
a  lotter\',  for  only  time  would  tell  if  a  book 
had  been  chosen  to  endure  or  perish. 

— "Talk  of  the  Town,  ' 
The  \etc  Yorker 

It  Takes  a  Trader'' s  World 

Most  liberals  do  not  like  to  think  of 
themselves  as  being  linked  historically 
with  the  traders  because  the  drive  force 
of  trade  is  profit,  a  dirty  word  to  moral- 
ists ever>'where.  But  it  came  to  me  slow- 
ly, as  I  reported  affairs  from  1947  to 
1950,  that  the  values  that  liberals  cherish 
flourish  better  in  the  trader's  world  than 
in  the  Pharaonic  world.  Art  and  music 
can  flourish  in  both  worlds.  But  learning 
and  religion,  letters,  poetr\-  and  science 
thrive  better  in  the  trader's  world  than  in 


Pharaoh  s  world.  There  are  no  other 
ways  of  governing  men;  one  either  lures 
them  forward  by  hope  of  gain  ^nd  selfish 
betterment,  or  one  drives  them  forward 
by  bayonet,  club  and  fear  of  the  knuckle- 
breakers.  — Theodore  H.  White, 
In  Search  of  History 

Educated  Dummies 

I  began  to  learn  the  rules  of  the 
games.  It  has  always  fascinated  me  that  a 
person  will  spend  years  getting  an  edu- 
cation in  order  to  acquire  a  skill  that  will 
pay  off  in  good  income  and  then  will  go 
to  a  gambling  casino  and  waste  much  of 
that  good  income  on  games  in  which  the 
person  has  almost  zero  knowledge. 

*  *  * 

So  you  believe  this  giant  IBM  machine 
in  the  sk>'  is  going  to  look  down  on  you 
(among  its  3  billion  subjects)  and  care 
whether  you  make  a  6  or  7? 

— Lyle  Stuart, 
Casino  Gambling  for  the  Winner 

Immortality  Turns  to  Spinach 

Clarence  Birdseye  had  done  a  stint  as 
a  fur  trader  in  Labrador.  One  dav'  he 
caught  a  fish  and  was  astonished  to  watch 
it  freeze  instantly  in  the  —40°  tempera- 
ture. He  left  it  on  his  front  porch  for 
several  days.  Later,  to  thaw  it  out,  he 
tossed  it  into  a  bucket  of  water.  He  was 
even  more  astonished  to  see  the  fish 
swim  around.  Birdseye  felt  he  had  stum- 
bled on  a  major  secret  of  nature,  perhaps 
the  secret  of  immortality.  He  soon  came 
to  realize  that  he  had  only  discovered 
frozen  spinach. 

*  *  * 

But  having  made  her  decision  to  sell, 
Marjorie  [Merriweather  Post]  found  few- 
people  in  the  market  for  a  350-foot  yacht 
that  needed  72  men  to  operate  it.  There 
was  no  wa\'  to  recover  her  costs:  Over 


the  years  she  had  spent,  in  addition  to 
the  purchase  price,  between  S5  million 
and  S7  million  on  furnishings.  ...  At 
that  time  she  was  active  in  Christian 
Science.  The  group  met  on  Wednesday 
evenings  in  Georgetown  to  "testify";  in- 
dividuals would  stand  up  and  tell  the 
others  of  some  problem  Science  had 
helped  them  through.  The  problems 
were  generally  illness,  fights  with  the 
boss,  marital  friction.  When  it  was  Mar- 
jorie's  turn,  the  group  was  stunned  to 
hear  her  talk  about  the  difficulty  of  sell- 
ing her  yacht. 

— William  Wright,  Heiress 


One  sees  things  for  the  first 
time  only  once. 

— Theodore  H.  White, 
"In  Search  of  History" 


Torturing  Bank  VPs 

Hetty  Green  was  shrewd  in  money 
matters  and  reprehensibly  cheap.  In- 
heriting a  comfortable  six  million,  she 
wheeled-and-dealed  it  into  a  fortune 
estimated  between  one  hundred  and 
two  hundred  million.  She  looked  like 
the  rag-and-bone  lady  as  she  directed 
her  interests — railroads,  real  estate, 
moneylending — from  a  courtesy  desk 
made  available  to  her  by  a  Wall  Street 
bank.  On  unpredictable  mornings  she 
tortured  bank  clerks  and  vice  presidents 
alike  by  admonishing  them  to  be  sure 
the  money  in  her  checking  account — 
often  up  to  S30  million — was  available, 
as  she  "might  just  need  it "  later  in  the 
day.  .  .  .  The  Boston  Evening  Tran- 
script headlined  [her  death]:  she,  too. 

LEFT  HERS  BEHIND. 

— \ancy  Bills  and  Parker  Hayden. 

Here  Lies  America 


Blimey,  it's  a  stiiall  world,  isti  t  it.  Sid?  That  s 
the  judge  who  let  7ne  out  on  bail  this  morning." 


44 


FORBES,  OCTOBER  30,  1978 


1979  Qldsmohile 
Minety-Eight  Regency 

Of  the  worlds  luxury 
automobiles,  it  could  be  the 
most  logical  choice. 

One  look  tells  you  the  98  Regency  is  an  impressive  luxury  car. 
Within  its  solid  Body  by  Fisher,  richness  and  comfort  abound.  But  in  a  changing 
world,  a  luxury  car  must  have  its  practical  side  as  well.  And  that's  the  beautiful  logic 
of  a  98  Regency.  Advanced  engineering  has  created  a  big,  roomy  car  with  comfort  for 
six  and  a  smooth,  luxury  ride  — yet  it's  surprisingly  maneuverable  in  crowded  city  traffic. 
Its  response  to  your  command  is  impressively  easy  and  quick.  And  you  get  the  added  luxury 
of  impressive  fuel  economy,  as  well.  With  the  standard  5.7-litre  (350  CID)  V8,  EPA  estimates 
are  21  mpg  highway,  15  city;  with  the  available  5.7-litre  diesel  V8,  they're  29  mpg  highway, 
21  city!*  Still  another  impressive  aspect  is  the  98  Regency  price.  Compare  it  to  those  of  other 
cars  of  its  size  and  luxury.  You  may  be  pleasantly  surprised.  And,  many  Olds  dealers  offer 
the  option  to  buy  or  lease  your  Regency.  No  wonder  98  Regency  is  considered  the 
thinkiiig  man's  luxury  car.  Test-drive  one  soon,  and  discover  just  how  logical  a 
luxury  car  can  be.  *Your  mileage  may  vary  depending  on  how  you  drive, 
your  car's  condition  and  equipment.  Gasoline  mileage  lower  in  Calif.  I 
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Is  OPEC  Weakening? 

The  real  strength  of  OPEC  has  been  in  Saudi  Arabia's  willingness  to  cut 
back  its  production.  That  willingness  may  be  eroding.  Here's  why. 


By  JOHN  BERRY 

Despite  a  balance  sheet  that  is  the 
envy  of  the  world,  Saudi  Arabia  is  in  a 
cash  flow  bind  that  is  sure  to  produce 
new  strains  in  the  Organization  of  Petro- 
leum Exporting  Countries.  The  basic 
problem — how  to  share  production  cut- 
backs— could  even  split  OPEC. 

The  Saudis  all  along  have  been  willing 
to  accept  the  lion  s  share  of  any  produc- 
tion cutback  needed  to  balance  world  oil 
supply  and  demand.  Only  in  early  1977 
did  they  reject  that  role,  because  the\ 
disapproved  of  the  10%  hike  the  other 
OPECers  sought  to  impose.  The  Saudis 
could  afford  to  cut  back;  they  did  not 
really  need  all  that  money.  Now  they  do. 

Because  of  the  present  world  oil  glut, 
Saudi  Arabian  production  dipped  as  low 
as  6.7  million  barrels  a  day  last  summer, 
compared  to  their  self-imposed  "ceiling 
of  8.5  million  barrels.  The  Saudi  govern- 
ment's budget,  swollen  by  the  countrv's 
rush  to  industrialize,  assumed  that  at 
least  8  million  barrels  would  be  pumped 
each  day.  And  because  of  substantial  un- 
derestimates in  what  the  budget  total 
would  be,  even  8  million  would  not  be 
enough  to  keep  the  budget  balanced. 

Last  May,  before  the  new  July  1  fiscal 
year's  budget  needs  were  known,  oil  rev- 
enues had  dropped  to  the  point  that 
other  cash  was  needed.  So  the  Saudis 
quietly  began  cashing  in  CDs,  notes  and 
other  short-term  investments  as  they 
matured.  Previously  most  of  them  had 
been  routinely  rolled  over.  No  one 
seems  quite  sure  how  far  the  Saudis  have 
had  to  go,  but  one  U.S.  official  puts  the 
total  at  "several  million  dollars  a  day.  " 
Chances  are  total  transfers  from  Saudi 
investments  to  their  budget  account  are 
now  approaching  $1  billion. 

In  June  the  Saudi  council  of  ministers 
ordered  a  $4.. 5  billion,  10%  cut  in  the 
budget  for  this  year.  Then,  just  before  he 
left  for  the  U.S.  to  undergo  heart  surgery 
in  Cleveland,  King  Khalid  ordered  a 
sweeping  one-third  reduction.  Even  if 
that  order  can  be  carried  out,  the  Saudis 
will  still  spend  about  $29  billion  to  $30 
billion,  only  a  small  cut  from  last  year. 

To  save  cash,  the  Saudi  finance  minis- 


try, headed  by  Aba  al-Khail,  has  pro- 
posed that  soon-to-be-Saudi-owned 
Aramco  finance  all  of  its  multibillion- 
dollar  expansion  program  out  of  a  margin 
of  about  50  cents  on  each  barrel  of  oil 
sold.  If  that  idea  sticks,  it  could  sharply 


Saudi  Arabia  .s  Kinf^  Khalid 


He's  ordered  sweeping  budget  cuts. 

slow  expansion  of  Aramco  production  ca- 
pacity from  the  present  10.5  million  bar- 
rels a  day  to  a  planned  12-plus  million. 

Simply  raising  the  price  of  oil  is  not  the 
way  out  either,  at  least  not  now.  During 
the  International  Monetary  Fund  meet- 
ing in  Washington  in  September,  Trea- 
sury Secretary  W.  Michael  Blumenthal 
and  his  undersecretary  for  monetary  af- 
fairs, Anthony  M.  Solomon,  met  twice 
with  Aba  al-Khail  for  private  discussions 
about  the  state  of  the  dollar,  and  about 
whether  the  economies  of  the  industrial 


nations  could  stand  a  large  price  increase 
next  January.  Blumenthal  and  Solomon 
apparently  made  a  convincing  case  that 
they  could  not,  and  the  outlook  is  that  the 
Saudis  will  hold  out  within  OPEC  for  less 
than  a  5%  increase  in  January,  possibly 
followed  by  a  smaller  hike  at  midyear.  A 
larger  increase,  the  Saudis  evidently  be- 
lieve, might  plunge  the  world  into  reces- 
sion, cutting  oil  demand  to  the  point  that 
total  OPEC  revenues  would  drop  despite 
the  higher  price. 

That  leaves  the  Saudis,  like  nearly  ev- 
ery other  OPEC  member,  wanting  to 
pump  more  oil.  But  there  is  more  oil 
than  buyers  want,  and  production  out- 
side OPEC  keeps  rising.  Gas  output  is 
up,  too,  which  also  cuts  oil  demand. 

If— and  that's  a  big  if — the  glut  contin- 
ues, how  will  OPEC  cope  with  it?  OPEC 
will  face  the  traditional  problem  of  any 
cartel  in  deciding  how  to  allocate  pro- 
duction. If  there  is  no  agreement  on  an 
allocation  formula,  every  nation  might  go 
its  own  way.  Even  with  an  agreement, 
the  temptation  to  shave  the  price  to  sell 
more  could  be  irresistible.  Certainly 
there  has  been  jockeying  for  market 
shares  in  the  last  year,  with  different 
OPEC  members  changing  prices,  re- 
quiring tie-in  sales  and  so  on. 

The  Saudi  cash  bind  will  ease  this  fall 
as  buyers  begin  stocking  up  in  anticipa- 
tion of  the  Jan.  1  price  increase.  But  the 
easing  will  be  temporary,  unless  the  Sau- 
dis put  their  entire  development  pro- 
gram on  a  slower  track.  That  is  not  whol- 
ly out  of  the  question,  as  the  Saudi  lead- 
ers watch  the  backlash  against  rapid 
modernization  across  the  Gulf  in  Iran. 
The  biggest  projects,  in  Yenbu  and  Ju- 
bail — the  new  industrial  cit\'  on  the 
Gulf — have  not  yet  reached  a  point  of  no 
return.  There  have  been  no  contracts 
signed,  for  instance,  for  any  of  the  huge 
planned  petrochemical  complexes. 

The  probable  outcome  is  a  compro- 
mise, with  some  cutbacks  but  with 
spending  remaining  at  a  high  level. 
Saudi  Arabia  is  not  about  to  go  broke, 
but  the  linchpin  of  OPEC  has  been  seri- 
ously weakened.  The  cartel  may  no  long- 
er be  as  monolithic  as  a  frightened  indus- 
trial world  thinks  it  is.  ■ 
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Famous  Last  Words? 


"House  prices  go  in  only  one  direction — up." 

"Best  investment  I  ever  made;  wish  1  had  more  like  it." 

"Home  prices  rise  15%  a  year." 


Statements  like  these  are  common- 
place \vhere\'er  people  gather  these 
da\  s.  Like  similar  statements  in  the  past 
about  stocks,  bonds  and  tax  shelters, 
the>  ma\  well  be  a  sign  that  a  market  is 
topping  out. 

Granted,  homes  are  a  fine  in\  estment. 
Granted,  too,  that  the  federal  govern- 
ment subsidizes  home  owTiership  b\ 
making  local  taxes  iind  mortgage  interest 
a  deduction  from  taxable  income  b>  gi\  - 
ing  special  capital  gains  benefits.  But 
even  so,  there  are  limits  to  w  hat  people 
carf  and  uill  pa\ . 

A  few  numbers:  In  January  1976  the 
median  price  for  an  existing  home  in 
California  was  844.000.  W  ith  a  20% 
down  pa\ment  and  9'7c  interest  on  the 
balance,  the  topical  canning  charge  for 
the  mortgage  wotdd  come  to  S283.23. 

In  .\ugust  1978  the  median  price  was 
up  to  S71.452.  With  mortgage  interest  at 
10%,  an  80%  mortgage  would  ha\  e  cost 
S.501.55  a  month.  The  down  pa\Tnent 
was  up  fi-om  SS.SOO  to  814.300  and  the 
monthly  payments  had  risen  by  77%. 
This  in  just  30  months. 

These  numbers  ma\  not  be  out  of  reach 


of  an  established  home  owner  who  has  a 
big  built-in  equit\  in  his  residence  to  use 
for  trading  up.  But  persons  entering  the 
market  for  the  first  time — on  which  the 
entire  housing  boom  relies — fac-e  extraor- 
dinariK  hea\y  financing  costs. 

That  Januar>  1976  bu\er  s  89,000 
dowTi  pa%  ment.  has  grown  to  more  than 
836.000  at  .\ugust  1978  prices. 

Norman  Robertson,  chief  economist 
and  senior  \ice  president  of  Pittsburgh  s 
Mellon  Bank  believes  that  the  peak  in 
single-famiK  home  building  has  prob- 
ably alread>  been  reached.  Outstanding 
mortgage  commitments  are  dowTi  at  least 
9%  and  the  erosion  in  lending  plans  is 
not  likeK  to  be  reversed,  he  sa\  s. 

"On  the  demand  side,  the  annualized 
rate  of  both  new  and  existing  house  sales 
has  been  drifting  dowTiward  since  last 
winter,  he  sa>s.  "suggesting  perhaps 
that  the  3^4-\ear  boom  in  housing  ma\ 
finally  have  run  its  course.  To  the  extent 
that  rapidl\  rising  home  prices — and  the 
expectation  of  more  to  come — have  in- 
duced consumers  to  buy  sooner  rather 
than  later,  the  recent  letdown  in  sales 
acti\it\'  can  be  viewed  as  the  inexitable 


consequence  of  earlier  efforts  to  beat 
future  price  increases. 

.\dding  weight  to  the  .Mellon  opinion 
is  the  increase  in  mortgage  debt  to  8700 
billion  toda\  from  8416  billion  in  early 
197.5.  The  67%  increase  in  debt  is  sub- 
stantially greater  than  the  40%  rise  of 
aftertax  income  in  the  same  period. 

The  pulse-takers  come  up  with  the 
same  results  as  the  economists.  The  Uni- 
versity of  Michigan  Survey  Research 
Center  interxiewers  in  .\ugust  found 
that  bu>  ing  attitudes  tow  ard  houses  de- 
clined, with  .50%  saying  it  is  a  good  time 
to  bu\ .  down  from  .56%  in  May  1978. 

On  the  firing  line,  it  is  not  much  dif- 
ferent. George  Fulton  is  a  senior  \ice 
president  of  Walker  6c  Lee.  an  Orange 
Countx .  Calif  Realtor  which  sells  new- 
homes  for  about  90  developers.  Fulton 
keeps  detailed  traffic  data  c-overing  visi- 
tors to  each  tract  and  sales  results.  He 
has  the  fiiture  down  to  a  science. 

Right  now .  he  says,  the  best  indicator 
of  the  strength  of  the  housing  market  is 
in  the  resale  sector.  Last  year  the  rate 
was  going  up  at  a  2-5%  annual  rate,  he 
said.  In  the  first  half  of  this  \  ear.  prices 
on  resales  w  ere  appreciating  about  9%  to 
10%.  .\nother  indicator  of  the  slowed 
sales  trend  is  in  multiple  listings.  This 
June.  15.000  homes  w  ere  carried  for  sale 
in  Orange  Countx.  In  June  1977.  be- 
cause buxers  were  so  eager  the  unsold 
number  was  only  at  7.800. 

"Our  index  of  the  sales  of  52  W  alker  6c 
Lee  offices.  30  of  which  are  in  Orange 
Countx .  was  about  4%  off  the  1977  pace 
in  .\ugust  and  10%  down  in  September. 
Fulton  asserted. 

In  general,  he  explained,  a  870.000 
house  w  ill  stiU  mo\  e  quickly.  One  priced 
at  81.50. 000  is  much  more  difficult. 

Builders  fac-ed  with  construction  loans 
carrxing  an  interest  cost  of  11%  to  13% 
are  becoming  more  reluctant  to  specu- 
late. That  s  because  a  new  house  held  for 
90  days  financed  at  12%  per  annum  has 
given  up  about  4%  of  the  sale  price  in 
interest  expense. 

Says  Robert  .\nderson.  chief  appraiser 
of  United  Financial  Corp.  of  California. 
Tn  the  summer  of  1977  you  could  list  a 
house  for  890.000  and  get  so  many  bids  it 
would  sell  for  893.000.  Toda>'  you  list  for 
890.000  and  you  get  886.000." 

.\nderson  s  boss.  Chairman  .\nthony 
M.  Frank,  summed  up  the  situation  by 
emphasizing  that  housing  "no  longer  is  a 
sellers  market.  It  s  not  a  buyers  market 
either.  It  is  a  market  in  balance. 

-\s  California  goes,  so  goes  the  nation 
so  far  as  housing  is  concerned.  W  hen 
almost  everx  one  is  conxinced  that  some- 
thing can  "only  go  up,  it  is  usually  ready 
to  stop  doing  so  because  there  are  no 
potential  bu>  ers  left.  ■ 
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Shrinking  Rewards,  Rising  Risks 

T.he  median  sale  price  of  a  home  in  California  last  August  was 
571,452,  "only"12.7-;  more  than  it  was  one  year  before.  Interest 
rates,  meantime,  rose  from  9=c  to  10=  =  .    The  trends  continued 
in  September  and  October.  The  shrinking  cushion  between 
paper  profits  and  real  carrying  costs  could  hurt  home  building. 


Conventional 
Mortgage  Rate 
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A  $2.5  Billion  Tale  Of  Woe 


How  can  a  company  go  from  blue  chip  status  to  Chapter  XI 
in  a  relatively  short  time?  Food  Fair  managed  to  do  it. 


By  PAUL  BLUSTEIN 

Food  Fair,  Inc.,  once  a  ivunderkind 
among  supermarkets,  announced  on 
Oct.  2  that  it  was  filing  for  court  protec- 
tion from  its  creditors  under  Chapter  XI 
of  the  Federal  Bankruptcy  Act.  The  $2.. 5 
billion  chain  blamed  "the  failure  of  sup- 
pliers to  extend  normal  credit  terms, 
even  though  the  company  had  substan- 
tially reduced  its  outstanding  obligations 
to  trade  creditors." 

In  other  words.  Food  Fair  was  saying 
that  some  of  its  suppliers  just  didn  t  trust 
the  company  anymore.  That,  indeed, 
was  the  case. 

Food  Fair  was  miserably  delincjuent  in 
its  accounts  payable — a  fact  that  Forbes 
reported  in  its  Aug.  21  issue.  In  Septem- 
ber the  problem  of  suppliers  withholding 
shipments  became  crippling.  Many  of 
Food  Fair's  New  York  area  stores,  for 
instance,  were  without  stocks  of  certain 
kosher  foods  during  the  Jewish  New 
Year.  Why?  Because  Food  Fair  had  been 
dragging  its  feet  paying  bills  for  Pass- 
over, more  than  five  months  earher. 

But  there  is  more  than  slow  payment 
behind  many  suppliers'  lack  of  enthusi- 
asm for  Food  Fair.  Talk  to  manufactur- 
ers, wholesalers,  brokers  and  other  food 
industry  sources  on  the  East  Coast, 
where  Food  Fair  operates  its  519  super- 
markets and  discount  stores,  and  you'll 
hear  stories  about  "strong  suggestions 
or  "pressure  "  on  suppliers  to  go  through 
distribution  outfits  owned  by  relatives  or 
friends  of  Food  Fair  management. 
Sometimes  the  stories  are  first-hand, 
sometimes  hearsay.  Sometimes  they 
check  out,  sometimes  they  don't.  But 
the  prevailing  attitude  can  be  summed 
up  in  the  words  of  one  Pennsylvania  food 
broker;  "The  expression  around  town  al- 
ways was,  'Everything  at  Food  Fair  is 
relative.'  "  He  chuckles  bitterly. 

In  the  Aug.  21  issue,  Forbes  reported 
on  two  Food  Fair  supply  relationships 
that  had  raised  many  food  industry  eye- 
brows: One  was  Richman  Associates,  a 
Philadelphia  food  brokerage  concern 
owned  by  Harold  Friedland,  brother  of 
Food  Fair  President  jack  Friedland  and 


son  of  Food  Fair  founder  Sam  Friedland. 
The  other  was  Filigree  Foods,  Inc.,  a 
New  Jersey  wholesaler  nearly  60% 
owned  by  members  of  the  Friedland 
family,  which  still  controls  19%  of  Food 
Fair's  stock. 

Forbes  has  learned  that  there  are  sev- 
eral more  firms — all  doing  much,  and  in 
some  cases  all,  of  their  business  with 
Food  Fair — owned  or  run  by  relatives  or 
close  friends  of  the  Friedlands  and  other 
management  personnel.  Besides  Rich- 
man  and  Filigree,  the  following  "well- 
connected  firms  are  doing  business  with 
Food  Fair: 

•  Vendors  Distributors,  Inc.,  a  Jersey 
City  distributor  of  specialty  foods,  run  by 


Food  Fair  President  J at  k  Friedland 
No  chip  off  the  old  block. 


Jay  Lerner,  whose  l^rother  is  Marvin 
Lerner,  president  of  Food  Fair  s  super- 
market division. 

•  Wiltshire  Brokerage  Co.,  a  Phila- 
delphia concern  run  by  Edward  Bellet, 
son-in-law  of  former  Food  Fair  Chair- 
man Louis  Stein,  himself  a  nephew  of 
Sam  Friedland.  Insiders  say  Wiltshire 
has  lost  a  number  of  Food  Fair  accounts 
in  recent  years — to  Harold  Friedlands 
Richman  Associates. 

•  Stanley  Hammersmith  Distributing 
Co.,  Inc.,  a  Miami  warehousing  oper- 
ation. Stanley  Hammersmith  is  rumored 
to  be  related  to  a  Food  Fair  mogul; 
through  his  lawyer,  he  flatly  denies  it.  A 
former  associate,  however,  says  that 
Hammersmith  calls  Sam  Friedland  "Un- 
cle Sam,  "  and  has  ties  to  the  Food  Fair 
brass.  Another  former  associate  says  that 
Hammersmith  does  business  exclusively 
with  Food  Fair,  which  is  unusual  for  'a. 
distributor. 

•  Service  Corp.  of  Florida,  a  Miami 
distributor  headed  by  William  B.  "Billy  " 
Cohen.  "Billy  Cohen  is  about  the  best 
friend  of  Harold  Friedland,"  says  a  for- 
mer Food  Fair  employee.  "They're  real 
tight.  Billy  picks  Harold  up  at  the  airport 
when  he  comes  in.  ' 

This  cozy  pattern  has  a  story  behind  it. 
"Twelve  or  14  years  ago,  "  recalls  one 
Florida  food  broker,  "Food  Fair  was  a 
pleasure  to  do  business  with.  "  Those 
were  the  days  when  Sam  Friedland  s 
generation  was  running  the  company. 
Sam  Friedland,  now  retired  at  82,  was  a 
towering,  hard-nosed  character  whose 
job  building  Food  Fair  qualifies  him  as  a 
candidate  for  the  title  of  Father  of  the 
Supermarket.  But  Sam  Friedland  moved 
to  Florida  to  help  set  up  supermarkets 
there,  and  gradually  disengaged  himself 
from  his  corporate  duties  in  order  to 
pursue  other  business  interests. 

Meanwhile,  Food  Fair — despite  its 
public  ownership — remained  a  strongly 
family-oriented  company;  its  manage- 
ment at  all  levels  was  chock  full  of  Fried- 
lands. Among  those  rising  through  the 
ranks  from  stock  boy  to  real  estate  direc- 
tor was  Jack  Friedland,  Sam's  son. 

In  1966.  Jack  Friedland  became  presi- 
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On  Rosh  Hashanah,  a  daarth  of  kosher  food;  some  Passover  bills  were  late. 


A  Netc  York-area  Food  Fair  supermarket 


dent  of  the  company  his  father  had 
founded.  Jack  Friedland,  however,  is  no 
chip  off  the  old  block.  He  comes  across 
as  vacillating;  former  associates  describe 
him  variously  as  "insecure,"  "unsure  of 
himself,    "in  his  father  s  shadow." 

Whatever  the  explanation.  Jack  Fried- 
land  was  apparently  either  unable  or  un- 
willing to  prevent  Food  Fair  s  tradition 
of  nepotism  from  giving  way  to  some- 
thing more  insidious. 

Ed  Bellet  of  Wiltshire  Brokerage  pro- 
fesses to  see  nothing  wrong  in  his  rela- 
tionship to  Food  Fair.  "I  have  to  be 
competitive,  he  says  pugnaciously. 
"There  s  absolutely  no  difference  wheth- 
er I'm  a  relative  or  not." 

But  a  number  of  people  think  that 
being  related  does  rnake  a  difference  at 
Food  Fair.  Take  Jay  Lerner's  Vendors 
Distributors,  Inc.,  for  instance.  Several 
East  (^oast  food  suppliers  find  it  note- 
worthy that  after  Marvin  Lerner  became 
a  top  executive  at  Food  Fair  a  couple  of 
years  ago,  his  brother  started  a  new  dis- 
tributing business  and  began  to  flourish. 
"The  threat  was,  you  don't  sell  Vendors, 
you  don't  sell  the  product  [to  Food 
Fair],  "  charges  one  of  the  suppliers. 

"I've  never  countenanced  anij  impro- 
priety, "  says  Marvin  Lerner  adamantly, 
adding  that  brother  Jay  used  to  be  presi- 
dent of  another  firm  called  Arbee  Foods 
that  supplied  Food  Fair  well  before  Mar- 
vin joined  the  chain's  executive  ranks. 

Jay  Lerner  doesn't  deny  that  his  16- 
month-old  firm  now  handles  a  number  of 
products  for  Food  Fair  that  were  until 
recently  handled  by  other  distributors. 
But  he,  too,  strongly  disputes  the  con- 
tention that  it  has  anything  to  do  with 
brother  Marvin's  position.  "We  give 
(juantity  discounts,  which  nobody  else 
does,  "  he  says.  And,  he  continues,  his 


firm  gives  superior  service:  "Number 
one,  we  split  cases  of,  say,  24  items  into 
shipments  of  six  or  twelve.  Other  distrib- 
utors don't.  Number  two,  we  price-mark 
everything  we  put  into  the  stores.  Num- 
ber three,  we  stack  it  on  the  shelf 

Jay  Lerner  may  well  be  right.  No 
doubt  his  firm — and  Ed  Bellet's,  and  the 
others — serve  Food  Fair  loyally.  But 
there  are  serious  drawbacks  to  this  'all  in 
the  family"  method  of  doing  business. 
Two  food  supply  sources  say  that  they 
turned  down  the  opportunity  to  do  busi- 


ness with  Food  Fair  in  Florida  because 
of  pressure  to  distribute  through  Stanle\ 
Hammersmith  s  and  Billy  Cohen's  firms. 
Says  one  Florida  food  broker  of  Food 
Fair's  purchasing  operation:  "They  re- 
moved themselves  from  the  free  market, 
so  to  speak;  they  locked  themselves  into 
so  many  of  their  'own  suppliers.  Other 
big  chains  bin  virtually  ever\  thing  from 
total  outsiders  in  whom  they  have  no 
interest. 

Several  former  Food  Fair  buyers  say 
that  their  efforts  to  buy  as  competitively 
as  possible  were  often  frustrated  by  the 
special  relationship  enjoyed  by  certain 
distributors.  'You  might  be  right  [that  a 
particular  product  ought  to  be  purchased 
instead  of  another]  and  win  the  battle, 
but  you  lose  the  war,'  says  one  ex-Food 
Fair  man.  Because  you  get  pushed  out? 
"That  s  right,  "  he  replies. 

Perhaps  more  important,  the  percep- 
tion of  Food  Fair  as  a  den  of  incestuous 


dealing  hurt  the  company  during  its  fi- 
nancial crisis  of  the  past  few  months.  "I 
have  a  funny  feeling  that  the  guys  repre- 
sented by  Richman  Associates  probably 
have  not  had  any  problem  colleifing 
their  money,  "  grumbled  one  Pennsslva- 
nia  food  broker  last  month  before  Food 
Fair  filed  its  f^hapter  XI  petition.  Others 
echoed  similar  attitudes. 

Hetorts  Marvin  Lerner:  "After  the 
creditors  list  becomes  public,  people 
will  see  [that  favoritism  was  not  granted 
to  suppliers  because  of  famiK'  ties].  In 
fact,  you  11  discover  that  other  jobbers 
got  preferential  treatment  over  my 
brother.  He  got  hurt  very  badly. 

The  point,  of  course,  is  not  that  Food 
Fair  did  pay  certain  favored  distributors 
preferentialK ,  but  that  .some  people 
thought  they  might.  "'They  have  abso- 
lutely zero  credibility,  says  one  food 
broker  disgustedly.  "'Obviously  nobod\ 
wants  to  put  .32, ()()()  people  out  of  work. 
But  fhe\  have  to  restore  their  integrity.  ' 

Food  Fair's  image  was  dealt  another 
blow  three  days  after  the  (,'hapter  XI 
announcement,  when  the  three  outside 
members  of  its  board  of  directors  re- 
signed ei\  masse.  The  three  had  been 
appointed  to  a  special  audit  committee  to 
investigate  the  charges  raised  in  Forbks 
Aug.  21  article.  An  attornev  for  the  three 
directors — one  of  whom  headed  a  Food 
Fair  bank  lender — says  that  the\  re- 
signed because  of  "their  inability  to  de- 
vote sufficient  time  to  a  company  that 
was  having  a  lot  of  difiiculty. 

Perhaps  the  three  saw  the  writing  on 
the  wall.  Last  month,  a  Food  Fair  share- 
holder filed  a  class  action  lawsuit  against 


the  conipan\' s  officers  and  directors.  The 
shareholder  s  law\er  is  the  formidable 
Abraham  L.  Pomerantz,  a  veteran  of 
countless  legal  battles  against  en- 
trenched and  corrupt  managements.  The 
Pomerantz  suit  charges  that  as  a  result  of 
the  dealings  exposed  in  Forbes'  Aug.  21 
article,  "the  Friedland  family  has  reaped 
unfair  profits  and  Food  Fair  has  been 
damaged  in  substantial  amounts.  " 

Hov./ever  the  ruling  famiK  may  have 
fared,  Food  Fair  stockholders  have  cer- 
tainly suffered.  In  the  late  1960s  and 
early  1970s  the  company  regularly 
earned  SI. 40  to  $1.50  per  share  and  paid 
an  86  cent  dividend.  But  the  compain' 
w^as  in  the  red  in  197.5,  will  be  again  this 
year  and  earned  in  the  50  cent  range  in 
between.  The  last  ciuarterK  dividend 
(since  suspended)  was  a  miserly  5  cents. 
And  now  the  company  is  pleading  with 
suppliers  for  credibility  and  credit.  A  sad 
comedown  indeed.  ■ 


".  .  .  The  perception  of  Food  Fair  as  a  den  of  inces- 
tuous dealing  hurt  the  company  during  its  financial 
crisis  of  the  past  few  months  .  .  ." 
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A  Chat  With  Roy  Neuberger 


This  man  who  has  made  his  fortune  by  playing  both  sides  of  the  stock 
market  is  playing  only  one  side  today:  the  long  side.  Here's  why. 


In  march,  when  the  Dow  Jones  indus- 
trials were  hovering  around  740,  Roy  R. 
Neuberger  says,  "I  turned  violently  opti- 
mistic on  the  stock  market.  He  still  is, 
though  a  bit  less  violently  so  with  the 
DJI  140  points  higher. 

At  75  Roy  Neuberger  is  one  of  Wall 
Street's  few  living  legends.  His  broker- 
age firm,  Neuberger  &  Herman,  man- 
ages over  $1  billion,  including  some  $300 
million  in  three  mutual  funds,  one  of 
which.  Guardian  Mutual  Fund,  Inc., 
made  the  1978  Forbes  honor  roll  of 
diversified  stock  funds.  His  chief  passion 
is  his  art  collection,  which  is  financed  by 
his  stock  market  expertise  and  is  worth 
uncounted  millions.  He  recently  gave  a 
1949  Jackson  Pollock  painting  to  the 
Neuberger  Museum  at  the  State  Univer- 
sity of  New  York  at  Purchase.  The  muse- 
um subsequently  turned  down  an  offer  of 
slightly  under  $1  million  for  the  canvas. 
Neuberger  paid  $800  for  it. 

It  would  be  wrong  to  call  Roy  Neu- 
berger a  professional  bear,  but,  unlike 
many  traders,  he  has  never  hesitated  to 
go  short.  He  claims  to  have  made  his  first 
big  killing  shorting  Radio  Corp.  of  Amer- 
ica in  September  1929,  when  it  sold  at 
$574  a  share.  RCA  was  then  the  stock  of 
the  ftiture.  But  how  much  was  the  future 
worth  in  1929? 

He  scored  again  on  the  short  side  in 
the  early  Seventies  with  high  multiple 
stocks  like  Avon,  Polaroid  and  Xerox. 
Neuberger  has  made  big  money  on  the 
bull  side,  too.  It  is  his  style  to  simulta- 
neously be  on  both  sides  of  the  market 
most  of  the  time. 

Says  he:  T  look  at  each  individual 
stock  as  I  would  an  individual  person. 
Some  are  short,  some  are  tall.  Some  are 
smart.  Some  are  dumb.  You  can  always 
lind  stocks  to  sell  and  stocks  to  buy.  * 

This  is  a  tricky  business,  this  hedging, 
because  you  can  lose  money  both  ways, 
but  it  does  have  the  advantage  of  en- 
abling a  smart  trader  like  Neuberger  to 
make  money  in  all  kinds  of  markets;  most 
successful  traders  tend  to  do  well  only  in 
bull  markets.  By  the  time  Alfred  W. 
Jones  made  the  simultaneous  long  and 
short  concept  popular  by  institutionaliz- 
ing it  in  the  late  Forties  (and  later  offer- 
ing it  to  the  public  as  the  first  hedge 
fund),  Roy  Neuberger  had  been  hedging 
for  20  years. 


Which  is  why  Neuberger  surprised 
even  himself  when  he  examined  his  per- 
sonal portfolio  recently — it  contains 
about  75  stocks — and  discovered  there 
were  only  two  short  positions,  a  gam- 
bling stock  and  a  drug  stock.  "And 
those,  "  he  says,  "represent  less  than  1% 
of  my  total  holdings.  " 

Contrast  this  with  Neuberger's  more 


Master  Money  Man  Roy  Neuberger 
Aggressive  short  seller  goes  long. 

normal  stance:  He  is  usually  short  an 
average  10%  to  20%  of  his  longs  and 
occasionally  has  a  short  position  equal  to 
his  long  position.  "I  m  not  even  sure  the 
gaming  shares  should  be  shorted,  "  Neu- 
berger says.  "For  the  first  time  in  my 
kind  of  work  I'm  really  this  bullish.  I  m 
afraid  to  short  a  stock  right  now. 

"This  is  a  rare  period.  The  odds  are 
against  the  short  seller.  There  aren  t 
very  many  stocks  ridiculously  priced  up- 
side, except  for  a  few  minor  companies. 
Right  now  you  can  buy  the  big  majority 
of  all  kinds  of  stocks.  "  He  compares  the 
March  buying  juncture  with  that  of  the 
bear  markt't  bottom  of  1974. 


How  can  you  be  so  bullish?  a  Forbes 
editor  asked  him.  The  dollar  is  weak, 
inflation  is  rampant,  a  recession  is  sup- 
posedly looming  and  good  bonds  yield 
better  than  9%. 

"I  try  to  anticipate,  "  Neuberger  re- 
plied, meaning  that  the  money  is  not  to 
be  made  by  acting  on  news  that  is  al- 
ready discounted  in  prices  but  in  figur- 


ing out  which  way  the  trend  will  turn 
next.  Why  does  he  think  the  trend  is  up? 
He  replied,  not  by  dealing  with  the  spe- 
cific problems  we  had  raised,  but  by 
concentrating  on  the  big  picture. 

"There  is  an  ocean  of  money  in  circula- 
tion,"' he  said.  "This  money  must  go 
somewhere.  It  moves  around  the  world 
day  by  day.  The  dollar  is  cheap  today. 
Smart  foreigners  already  realize  they  can 
profit  in  two  ways  from  American  stocks: 
from  a  stronger  dollar  and  from  a  stron- 
ger stock  market.  In  recent  years  both  of 
these  trends  have  gone  against  them.  " 

Neuberger  goes  on  to  say  that  at  least 
half  of  all  newly  generated  institutional 
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money    should    flow     into  ecjuities. 

The  public  will  buy  on  balance  for 
many  years.  They  made  money  on  gam- 
ing shares  and  they're  not  as  dumb  as  the 
pros  say,  "  Neuberger  says.  Currently 
equities  offer  the  best  value  versus  gold, 
savings  and  ('specially  housing,  "which  is 
overdone  and  reaching  dangerous  pro- 
portions." He  claims  the  latter  must  be 
true  since  people  are  buying  two  and 
three  houses  and  looking  at  them  not  as 
places  to  live  in  but  as  investments.  This 
kind  of  thinking  usually  precedes  down- 
turns— at  least  it  always  has  in  the  last 
five  decades. 

So,  what  stocks  does  he  like?  "I  just 
doubled  up  on  Teledyne  [recent  price, 
$101].  That  Singleton  [Teledyne's  chair- 
man] has  a  management  magic  all  his 
own.  He  has  brought  down  his  capital- 


ization, controls  many  other  companies 
and  has  an  enormous  cash  position." 
U.S.  &  Foreign  Securities  Corp.,  a 
closed-end  fund  with  a  31.7%  discount 
from  net  asset  value,  is  another  of  his 
favorites. 

He  very  nnich  likes  AT&T  which,  he 
says,  is  poised  to  make  another  one  of  its 
once-in-20-year  surges.  Do  you  think 
AT&T  can  double?  we  asked  him.  "At 
$64,  AT&T  in  all  probability  cannot  dou- 
ble. The  only  way  to  do  that  with  AT&T 
is  as  an  options  speculation.  You  can  buy 
January  1979  options,  exercisable  at  a 
nominal  amoimt  above  the  market  price, 
say  $70.  The  option  cost  of  three-tjuar- 
ters  of  a  point  is  unbelievably  small.  But 
if  the  stock  goes  from  $64  to  $67,  you  ve 
probably  doubled  your  investment.  At 
$64  it's  a  bloody  bargain." 


How  long  has  N'euberger  been  fooling 
with  options?  "About  a  month,"  he  ad- 
mitted— another  by-product  of  his  rare 
bullishness.  'Otherwise  I  wouldn't  look 
at  options,  because  I  think  they're  a 
great  opportunity  to  lose  money." 

Vor  the  conservative  investor  who 
doesn't  want  to  take  the  risks  of  the 
option  market,  .Neubcrger  thinks  AT&T 
common  stock  itself  is  a  great  buy.  "Re- 
gard it  as  a  bond  that  could  be  bought  at 
$64  with  a  value  in  the  $90-to-$  UK)  lev- 
el, he  says.  "It's  one  of  a  handful  of 
great  investments  in  a  market  full  of 
unif|ue  investment  possibilities.  " 

Here  s  how  bullish  Roy  Neuberger 
sa\'s  he  is:  "Right  now  I  m  tending  to 
look  over  my  portfolio  and  kick  every- 
thing out  that  can't  go  up  at  least  100%." 
.\nd  he  rests  his  case.  ■ 


Helmerich  &  Payne  Versus 
 Parker  Drilling  

Two  smart,  experienced  men  look  at  the  same  situation. 
One  sees  an  amber  light  and  the  other  a  green. 


By  JAMES  FLANIGAN 

Remarkable  coincidences.  Walter  Hel- 
merich III  and  Robert  L.  (Bobby)  Parker 
are  both  55  years  old.  Both  are  from 
Tulsa,  Okla.  Both  run  their  own  contract 
drilling  companies,  and  both  are  sons  of 
pioneer  oil  and  gas  drillers. 

Walter  Helmerich,  now  82  years  old, 
founded  Helmerich  &  Payne  in  1920. 
The  late  Gifford  C.  Parker  in  1935  found- 
ed Parker  Drilling  Co.  Like  peas  from 
the  proverbial  pod,  their  sons  both  en- 
tered the  family  business  in  the  early 
19.50s  and  lived  through  the  severe  de- 
pression in  U.S.  oil  and  gas  drilling  that 
began  in  19.57  and  continued  right  on 
through  1971. 

But  they  are  different  men,  and  their 
companies  reflect  their  differences.  Presi- 
dent Walt  Helmerich  III,  suspicious  of  the 
current  l)o()m  in  drilling,  expects  it  won't 
last.  Helmerich  &  Payne,  at  $125  million 
(revenues)  in  the  fiscal  year  ended  Sept. 
30,  is  half  drilling  contractor,  half  oil  and 
gas  producer.  It  is  its  boss'  clear  ambition 
to  make  it  a  conglomerate. 

Not  so  Parker  Drilling.  Bobby  Parker 
sees  even  bigger  things  ahead  for  oil  and 
gas  drilling.  His  company  has  become,  at 
$240  million  (revenues)  in  fiscal  1978, 
the  nation  s  largest  contractor  of  land 
drilling  rigs  because  Chairman  Parker 
has  invested  $254  million  in  the  last  five 
years  in  new  drilling  equipment  to  meet 
demand  from  oil  and  gas  prospectors 
working  from  the  Rocky  Mountains  to 


the  Algerian  Sahara.  Parker  has  bor- 
rowed heavily  to  do  this.  His  company's 
$270  million  capitalization  is  roughly 
4.5%  debt  and  .5.5%  stockholders  equity. 
But  Parker  Drilling  also  has  102  deep- 
drilling  land  rigs,  more  than  anybod\' 
else  in  the  business.  To  slight,  wiry, 
energetic  Bobb\-  Parker  that  is  the  only 
way  to  go.  "You  build  a  service  company 
by  reacting  to  customers,  "  he  says  in  his 


.  .  'Drilling  people  get  it 
in  their  blood.  When  the 
market  needs,  they  put  rigs 
out  in  the  field' .  .  ." 


rapid-fire  u  a\ . 

To  Walt  Helmerich.  tall,  broad-shoul- 
dered, heavy  black  eyebrows  accentuat- 
ing his  v\'ords,  that  is  not  the  way  to  go. 
"Drilling  people  like  m\'  father  and  Gif- 
ford Parker  and  Bobby  Parker,  they  get 
this  in  their  blood.  When  the  market 
needs,  they  respond.  They  re  going  to 
put  the  rigs  out  m  field.  ..."  What 
happens,  according  to  Helmerich,  is 
what  happened  before.  An  oversupply  of 
rigs  leads  to  falling  rental  rates  and  a 
wringing  out  of  the  business.  From  over 
3,000  rigs  in  the  19.50s,  the  U.S.  rig 
count  dropped  to  975  in  1971.  It  is  back 
up  to  2,323  today,  but  Helmerich  has 
remained  unimpressed.  He  has  invested 
$137  million  in  the  last  five  years,  but 


less  than  half  of  it  in  the  contract  drilling 
business.  The  bulk  of  the  rest  he  has  put 
into  oil  and  gas  exploration  and  develop- 
ment and  into  bu\  ing  the  stock  of  other 
companies,  notabK  Oklahoma's  Eason 
Oil,  which  was  bought  last  year  b\  Inter- 
national Telephone  &  Telegraph. 

As  a  result  Helmerich  &  Payne  s  bal- 
ance sheet  would  shame  a  conser\'ative 
banker.  Against  $160  million  of  stock- 
holders' equit) ,  there  is  $15  million  of 
debt,  with  over  half  the  debt  in  real 
estate  mortgage  notes.  To  what  end?  So 
that  Helmerich,  who  graduated  from 
Harvard  Business  School  following  the 
Universit)  of  Oklahoma,  can  acquire  a 
company  bigger  than  his  own.  "We're 
looking  for  a  $200  million  to  $,300  million 
deal,"  says  Helmerich,  gesturing  at  his 
HBS-educated  managers.  Clyde  Wyn- 
ant.  vice  president-finance,  and  George 
Dotson,  who  heads  H&P's  drilling  com- 
pany. '3'^'e  vc  got  the  wherewithal  to 
borrow  $100  million.'  adds  Helmerich. 
Indeed,  the  ITT  and  Sun  Co.  stock  in 
H&P's  portfolio  alone  is  worth  over  $60 
million  at  today  s  prices. 

So  two  roads  diverged  in  the  oil  field, 
and  Parker  and  Helmerich  are  traveling 
different  paths.  Profitable  paths.  Parker 
Drilling  earned  close  to  $8  a  share  in  the 
fiscal  year  ended  Aug.  31,  nearly  dou- 
bling fiscal  1977  earnings,  for  a  32%  re- 
turn on  equity.  Helmerich  &  Payne 
made  about  $4.30  a  share  in  its  fiscal 
1978,  for  a  34%  increase  in  earnings  and 
a  20%  return  on  equity.  Both  companies 
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Hebnerich     Payne  s  President  Walter  Helmerich  III 


He's  looking  for  a  "$200  million  to  $300  million  deal"  but  not  in  drilling. 


in  return  on  total  capital, 
measure  taking  account  of 


are  close 
though,  a 

Parker's  heavier  debt  load. 

It  s  a  dramatic  case  of  two  bright,  ex- 
perienced men  drawing  exactly  opposite 
conclusions  from  the  same  facts. 

Both  companies'  own  the  same  kind  of 
drill  rigs,  mostly  of  the  deep-drilling  va- 
riety, rigs  with  engines  and  pumps  and 
capabilities  of  drilling  to  depths  of  15,000 
feet  to  30,000  feet.  Most  wells  in  the 
U.S.  for  oil  and  gas  have  been  drilled  to 
depths  of  5,000  feet  and  less;  most  rigs  in 
the  U.S.  can  only  drill  to  6,000.  But 
natural  gas  deposits  are  believed  to  lie  at 
the  greater  depths  beneath  the  Rockies 
and  Oklahoma,  Texas  and  southern  Lou- 
isiana, and  both  Helmerich  &  Payne  and 
Parker  can  help  there.  The  natural  gas 
bill  that  is  just  coming  out  of  Congress 
specifically  deregulates  gas  from  depths 
of  15, 000  feet  and  below. 

Parker  feels  secure.  He  never  builds  a 
rig  without  n  three-year  contract,  he  ex- 
plains, and  he  built  18  of  them  this  year. 
The  contract  takes  care  of  the  amortiza- 
tion of  the  typical  rig's  $4  million  to  $5 
million  cost,  so  he  does  not  fear  being 
caught  with  a  lot  of  high-fixed-cost 
ecjuipment  if  rental  rates  turn  down  in 
the  early  1980s.  He  likes  what  he  sees 
about  his  market.  He  sees  overseas  de- 
mand for  land  rigs  picking  up  to  balance 
the  domestic  scene.  He  likes  the  new 
mix  of  prospectors.  "You  know  who  my 
big  customers  are?  They're  not  the  oil 
companies  or  the  independents.  They  re 
Monsanto  and  Houston  Natural  Gas — 
companies  like  that — looking  for  gas." 

Parker  cletu^ly  relishes  being  the  larg- 
est contractor  in  the  land  rig  field,  his  rig 
count  this  year  having  passed  that  of 


privately  owned  Loffland  Brothers  of 
Tulsa  (a  subsidiary  of  Ken  Davis  Indus- 
tries, the  lousiness  interest  of  notorious 
Texas  millionaire  T.  Cullen  Davis).  The 
business  has  some  400  participants  but 
only  a  handful  of  leaders.  There  is  Parker 
and  Loffland  and  Helmerich  &  Payne 
and  Ardmore,  Okla.  s  Noble  Affiliates,  a 
diversified  company  with  29  rigs.  But 
W.R.  Grace  has  acquired  a  strong  posi- 
tion in  the  last  two  years,  and  Superior 
Oil  is  investing  $70  million  to  set  up 
Resource  Drilling,  Inc.  The  latter  will 
have  16  rigs  by  1980  and  thus  will  be  an 


instant  factor  in  deep  drilling. 

The  competition,  in  other  words,  is 
heating  up.  Says  Walt  Helmerich  in  so 
many  words:  They  can  have  it.  "We  use 
drilling  for  our  stream  of  earnings,  "  he 
says  in  the  language  of  Harvard,  if  not 
Oklahoma,  "and  we  look  to  our  growth 
from  exploration  for  gas.  "  Meaning  that 
drilling  is  his  milk  cow;  the  milk  goes  to 
exploration. 

When  all  is  said,  it  comes  back  to 
personalities.  Walt  Helmerich  Ill's  fa- 
ther persuaded  him  to  go  to  Harvard 
Business  School  when  Walt  wanted  to 
become  a  teacher.  The  HBS  lessons  ap- 
pear to  have  taken  with  a  vengeance. 
Only  recently  Walt  Helmerich  thought  it 
was  a  good  idea  to  bid  for  control  of 
Olinkraft,  Inc. ,  a  Louisiana-based  forest " 
products  company.  But  two  outfits 
named  Texas  Eiistern  and  Johns- Man- 
ville  beat  him  to  the  punch  on  that  one. 
There  will  be  other  targets. 

Bobby  Parker's  father  saw  the  depres- 
sion coming  in  the  drilling  business  in 
the  1950s  and  wanted  to  sell  his  com- 
pany. Young  Parker  thought  he  could 
outlast  that  depression  and  so  bought  his 
father  s  company.  He  hung  in  there, 
watched  competitors  leave  the  sagging 
business  and  came  through  to  today's 
prosperity:  His  office  is  graced  by  a  re- 
markable collection  of  western  bronzes 
and  paintings,  and  his  own  son  is  presi- 
dent of  Parker  Drilling. 

For  what  it's  worth,  the  stock  market's 
judgment  seems  to  favor  finance  a  shade 
more  than  drilling.  Helmerich  &  Payne 
sold  at  11  times  earnings  on  the  New 
York  Stock  Exchange  recently,  and  Pack- 
er Drilling,  also  on  the  Big  Board,  at  9 
times  earnings. 

To  be  continued.  ■ 


Parker  Uitlliii::  v  {  '.hairinau  Robert  L.  Parker 


With  his  new  rigs  on  long-term  contract,  expansion  holds  no  terrors. 
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Thanks  A  Lot,  Uncle  Sam 

The  federal  government  has  passed  out  billions  to  help  communities  build 
highly  sophisticated  wastewater  treatment  plants.  But  staggering  oper- 
ating and  maintenance  costs  are  generating  serious  second  thoughts. 


By  JAMES  S.  BYRNE 

VVhkn  the  citizens  of  tiny  (pop.: 
1,903)  Greeneville,  Me.  were  told  that 
their  septic  tanks  threatened  to  harm 
Moosehead  Lake,  a  world-renowned 
fishing  spot,  they  accepted  responsibilit\ 
for  keeping  the  great  natural  resource 
clean.  After  all,  the  lake  is  a  thing  of 
beauty.  The  lake.  40  miles  long  and  20 
miles  wide,  is  part  of  the  famed  Kenne- 
bec Watershed,  about  which  Henry  Da- 
vid Thoreau  wrote  so  glowingly.  A  good 
many  Greeneville  folk  make  their  living 
on  the  tourist  trade  the  lake  draws.  So 
for  a  little  over  $3  million  in  federal 
money  plus  a  bond  issue  to  raise  the  rest 
of  the  S4,3  million  cost,  Greeneville 
built  an  advanced  wastewater  treatment 
(AVVT)  plant.  They  were  satisfied  they 
had  done  their  patriotic  dut\'. 

Now,  three  years  after  construction,  a 
disillusioned  Greeneville  has  put  the 
plant's  equipment  up  for  sale  and 
switched  to  a  less  thorough  but  much 
less  expensive  method  of  cleaning  up  its 
sewage.  And  no  wonder.  Instead  of  an 
expected  .528,000,  operating  costs  of  the 
sophisticated  AWT  plant,  designed  for  a 
250,000-gallon-per-day  capacitv'  and  in- 
cluding moving  vat  filters  that  almost 
never  worked,  soared  to  812.5,000  a  year. 
Even,  family  in  Greenesille  found  itself 
saddled  with  about  a  S200  annual  charge 
to  meet  the  operating  and  bond  costs, 
three  times  the  amount  the\  paid  three 
years  before.  Moreover,  like  nearly  half 
its  counterparts  around  the  country ,  the 
highly  sophisticated  plant  never  did 
work  ver\  well.  The  Moosehead  Sanitary 
District,  operator  of  the  plant,  is  suing 
the  plant  designer.  Wright.  Pierce, 
Barnes  &  N\\  man  of  Topsham,  Me.,  and 
the  filter  manufacturer,  Johns-Manville. 
Some  300  residents  are  now  refusing  to 
pay  the  fees. 

And  in  Manassas  Park,  Va. ,  a  town  of 
9,600  half  an  hour  southwest  of  Washing- 
ton, D.C..  the  cit\'  cut  off  the  water  for 
more  than  a  score  of  residents  who  re- 
fused to  pay  water  fees  that  were  raised 
fivefold  to  pay  the  costs  of  an  AVVT  plant. 
A  protest  organization  urged  water  users 
to  fill  bathtubs  and  storage  drums  and  to 
move  outhouses  to  their  front  lawns  to 
cope  with  the  water  cutoff. 


Under  pressure  from  C'ongress,  the 
Environmental  Protection  .\gency  is  "re- 
viewing" most  of  the  .543  AWT  projects 
that  are  at  various  stages  of  construction. 
Billions  of  dollars  planned  for  construc- 
tion of  advanced  wastewater  treatment 
facilities  now  probably  won't  be  spent. 
Instead,  some  of  the  frmds  will  go  for 


Wasliiitaton  s  lu  u  n  asti  tcutc  r  plant 


Is  all  the  treatment  necessary? 

upgrading  traditional  primar\  and  sec- 
ondar>'  treatment  plants. 

The  moral':^  Good  intentions  are  not 
enough  to  solve  every  problem  that 
comes  do\\n  the  pike.  Since  1972,  EPA 
has  been  authorized  to  approve  S42.5 
billion  in  matching  grants  (75%  federal, 
25%  local  funds)  for  municipal  water  pol- 
lution control  construction.  Through  the 
end  of  August,  Congress  had  appropriat- 
ed S23.9  billion  and  EPA  had  spent  S9.4 
billion  on  municipal  water  projects,  82. 2 
billion  of  that  on  AWT  facilities,  like 
those  at  Greeneville.  That  s  federal 
funds  alone.  The  local  or  state  shares,  of 
course,  now  stand  at  over  8700  million. 

"We  ha\e  spent  hundreds  of  millions 


of  dollars  on  esoteric  advanced  waste 
treatment,  often  for  a  tiny  increment  of 
additional  pollution  removal,"  complains 
Representative  Ronald  (Bo)  Ginn,  the 
Savannah  Democrat  who  heads  the  In- 
vestigations &  Review  subcommittee  of 
the  House  Public  Works  &  Transporta- 
tion Committee,  which  has  been  prod- 
ding EP.\.  In  Pensacola.  Fla.,  for  exam- 
ple, the  86  million  in  operating  costs  of 
its  AWT  facilit) — up  from  an  estimated 
81. .5  million  when  design  work  began  in 
1972 — threatens  the  political  stability  of 
the  town,  whose  entire  budget  is  just  844 
million. 

Water  pollution  control  legislation 
commits  the  nation  to  heroic  cleaimp 
goals  under  tight  deadlines.  Primarx  and 
secondary  treatment  facilities— them- 
selves not  cheap — currently  remove 
about  85%  of  pollutants  from  the  water. 
Is  the  other  15%  worth  the  cost? 

EPA  Administrator  Douglas  M.  Costle 
acknowledged  in  testimony  before 
Ginn  s  subcommittee  that  there  are 
some  serious  problems,  but  he  strongly 
opposed  halting  construction  for  further 
studies.  That  approach,  he  argued,  "rep- 
resents a  dramatic  illustration  of  the  old 
cliche'  about  "throwing  out  the  bab%  with 
the  bathwater. 

Yet,  even  a  group  of  private  consul- 
tants, hired  last  year  b\  EPA  to  study 
what  the  agencv  said  were  its  six  best 
AWT  projects,  told  Ginn's  panel  in  July: 
"We  failed  to  find  even  one  example  that 
could  be  held  up  as  a  model.  " 

Nevertheless,  AWT  construction  goes 
on.  The  Blue  Plains  treatment  plant, 
which  handles  water  cleanup  for  Wash- 
ington, D  C.  and  some  of  its  suburbs, 
will  be  the  largest  AWT  facility  in  the 
world  when  it  is  completed  in  1980. 
handling  up  to  939  miUion  gallons  of 
wastewater  per  day.  But  cautious  local 
officials  say  they  will  operate  the  plant 
for  tvvo  years  before  deciding  whether 
one  expensive  AVVT  process,  denitrifica- 
tion,  must  be  added  at  a  c-ost  of  S25 
million  a  year  to  deal  with  the  sewage. 

Meanwhile,  Congress  has  told  EPA 
headquarters  to  review-  any  AWT  project 
costing  more  than  81  million,  a  clear  sign 
to  go  slow.  There's  every  indication  that 
EPA  Administrator  Costle  has  got  the 
message.  ■ 
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Bus  Stop 


How  a  smart  but  naive  Frenchman 
learned  that  enterprise  and  originality  are 
not  always  rewarded  in  the  U.S. 


By  RICHARD  PHALON 


Though  this  is  a  cautionary  talc  about 
how  tough  it  can  be  to  do  business  in 
New  York  City,  the  beginning  was  ro- 
mantic enough.  It  was  autumn,  there 
was  a  sudden  downpour.  WiUiam  Bou- 
chara,  45,  a  wealthy  transplanted  Pari- 
sian with  a  background  in  retailing  and 
advertising,  and  his  wife,  Catherine, 
looked  for  the  kind  of  bus  shelter  that 
abounds  in  his  native  land.  There  was 
none  to  be  found,  and  that  was  the  start 
of  BusTop  Shelters,  Inc. 

There  have  been  shelters  on  the 
streets  in  London  and  Paris  for  years. 
But  the  concept  was  new  to  the  Big 
Apple,  and  Bouchara's  business  logic 
seemed  impeccable:  Get  a  franchise  to 
put  up  shelters  at  heavily  trafficked  bus 
stops,  sell  advertising  on  them. 


The  cash  flow,  after  a  revenue  split 
with  the  city  and  advertising  agencies, 
would  cover  installation,  lighting  and 
maintenance  costs,  and  generate  maybe 
a  fat  20%  pretax  net.  A  shelter  that  cost 
Bouchara  $3,000  installed  might  pay  for 
itself  in  two  to  three  years.  With  $1 
million  borrowed  on  securities  he 
owned,  Bouchara  set  out  to  capitalize  on 
his  concept. 

Bouchara  and  his  American-born  v.'ife 
failed  to  take  one  thing  into  account.  In 
New  York  City,  business  and  politics  are 
inextricably  mixed.  The  Boucharas  peti- 
tioned the  Board  of  Estimate  for  a  fran- 
chise. It  took  more  than  a  year  for  that 
august  body — made  up  of  the  mayor,  the 
comptroller,  the  president  of  the  City 
Council  and  the  five  borough  presi- 
dent.s — to  get  off  the  dime.  Its  resolu- 
tion: The  applicant  was  awarded  a  nonex- 


clusive, three-year  experimental  con- 
tract which  gave  the  city  5%  of  BusTop's 
gross  and  recjuired  the  Boucharas  to 
have  at  least  900  of  their  steel-framed 
and  tempered  safety-glass  shelters  on 
the  streets  in  Manhattan  and  the  Bronx 
by  Sept.  26  of  this  year. 

The  contract  was  an  introduction  to 
the  surreal  world  of  the  Big  Apple's  red 
ta])r.  For  openers,  the  design  of  the  14- 
foot  X  5-foot  X  8-foot  shelters  had  to  be 
approved  by  the  Highways  Department, 
the  Municipal  Art  Commission  and  the 
Police  Department. 

There  was  more,  lots  more: 

•  Shelter  locations  had  to  be  ap- 
proved by  26  different  community  plan- 
ning boards,  the  Highways  Department, 
the  Traffic  Department  and  the  Mayor's 
Traffic  Coordinating  Council. 

•  BusTop,    at    the    city's  recjuest, 


Catherine  and  William  Bouehara  at  one  of  their  favorite  .stops 


Come  up  with  a  new  wrinkle  and  your  competitors  will  beat  you  to  the  punch. 
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switched  from  a  manufecturer  on  Long 
Island  to  one  in  the  Bronx,  losing  about 
three  months'  production  time  in  the 
process. 

In  all,  according  to  a  fiscal  audit  done 
by  Comptroller  Harrison  J.  Goldin's  of- 
fice, red  tape  chewed  up  a  precious  14 
months,  more  than  one-third  of  the  time 
the  Boucharas  had  been  given  to  get  900 
shelters  in  place. 

By  earl\  last  year  it  was  clear  that  the 
delays  had  cost  the  Boucharas  deark. 
Construction  was  way  behind  schedule, 
and  hence  their  revenues  way  below 
projections.  "We  ran  out  of  cash,  "  says 
Willie  Bouchara. 

An  infijsion  of  new  money  from  Alan 
Patricof,  a  private  investor,  and  Citi- 
corp's venture  capital  arm  cost  the  Bou- 
charas 30%  of  their  company.  Even  more 
disquieting  was  the  politicalK  powerful 
competition  that  began  marshaling  in  the 
wings  on  the  hope  that  the  Boucharas 
would  blow  the  deadline. 

In  his  search  for  more  money,  Willie 
Bouchara  had  talked  to  Henn,  Silver- 
man, a  cool,  soft-spoken  venture  capital- 
ist who  says  that  he  refused  to  make  an\- 
investment  in  BusTop  because  in  his 
opinion   'the\  were  in  default  on  their 


promises  to  the  cit)  "  Silverman  says  he 
also  felt  that  the  Boucharas  were  spread 
too  thin. 

But  Silverman  liked  what  he  had 
learned  of  the  shelter  business,  and  de- 
cided to  compete  with  the  Bouchara 
compan\.  He  formed  Convenience  & 
Safety  Corp.  with  two  powerful  partners. 
Jay  A.  Pritzker,  chairman  of  Hyatt 
Corp.,  and  Saul  P.  Steinberg,  the  rich 


".  .  .  The  contract  was  an 
introduction  to  the  sur- 
real world  of  the  Big 
Apple's  red  tape  .  .  ." 


but  controversial  boss  of  what  used  to  be 
Leasco  and  is  now  Reliance  Group. 
Pritzker  and  Steinberg,  needless  to  say, 
are  highly  influential  men. 

Nevertheless,  by  early  October  of  last 
year  things  w^ere  far  enough  along  for  the 
Bureau  of  Franchises,  as  directed  by  the 
Board  of  Estimate,  to  have  negotiated  at 
least  the  broad  outlines  of  a  20-year  re- 
newal with  the  Boucharas. 

The  bargaining  was  just  getting  close 


to  the  wire  when  the  Boucharas  got  yet 
another  lesson  in  municipal  politics. 
Harrison  J.  Goldin,  newly  reelected  as 
city  comptroller  but  already  looking 
ahead  to  his  run  at  the  Democratic  nomi- 
nation to  the  state  comptroller's  job, 
blasted  the  Boucharas.  There  was  too 
much  of  a  concentration  of  shelters  in  the 
rich  market  area  of  Manhattan,  he  c-om- 
plained.  and  not  enough  in  the  waste- 
lands of  the  Bronx.  Further,  the  Bou- 
charas failure  to  meet  construction  goals 
had  cost  the  city  revenues  its  belea- 
guered budget  could  ill  afford.  There 
was  no  mention  of  the  bureaucracy- 
spawned  delays. 

The  Boucharas  responded  with  a  brace 
of  law  suits  alleging  that  sinister  political 
influences  were  at  work,  but  candidate 
Goldin  threw  the  bus  stop  shelter  pro- 
gram open  to  competitive  bidding  and 
the  Board  of  Estimate  backed  aw  ay  from 
its  earUer  preference  for  a  negotiated 
deal.  It  now  appears  that  Henr\  Silver- 
man s  Convenience  &  Safety  Corp.  has 
carried  off  all  the  marbles  with  an  offer 
neither  the  Boucharas  nor  two  other 
competitors  could  match.  "  I  suppose  we 
were  somew  hat  naive,  says  a  dispirited 
Cath\  Bouchara.  ■ 


Respectable  Again 


Billboard  near  Manhattan  s  Times  Square 
An  art  form  as  old  as  commerce  itself. 


From  eyesore  to  gold  mine  in  two  generations.  That  s 
the  way  Robert  J.  Coen,  a  vice  president  and  economist 
for  McCann  Erickson.  Inc.,  thinks  of  outdoor  advertising. 
It  also  helps  to  explain  the  tooth-and-nail  competition  for 
New  York  Cit\' s  bus  stop  shelter  market  (see  story). 

The  gold  mine  analogy  is  by  no  means  farfetched. 
Outdoor  advertising  was  the  base  on  which  former  football 
great  Karl  Filer  constructed  his  multimedia  Combined 
Communications  Co.  (radio,  TV"  and  newspapers),  a  highly 
profitable  conglomerate  in  the  process  of  melding  into  the 
Gannett  Co.  Metromedia  s  Foster  6c  Kleiser  subsidian,  . 
probably  the  nation's  biggest  outdoor  operation,  adds  a  lot 
of  spice  to  that  conglomerate's  income  sheet,  and  even  3M 
has  got  into  the  act. 

All  of  that  ferment,  says  Bob  Coen,  is  a  long  way  from 
1965.  when  "people  were  spending  so  much  on  television 
advertising  and  getting  so  much  visibility"  that  outdoor 
posters  and  billboards  became  the  castoffs  of  the  trade. 
Ecological  pressures  didn  t  help.  Billboards  might  be  an 
art  form  as  old  as  commerce  itself,  but  they  belonged  in 
somebody  else's  backw  ard. 

Actually,  the  Highway  Beautification  Act  proved  a 
boon.  It  helped  rationahze  the  trade  b>  shrinking  the 
supply  of  cut-rate  nonconforming  billboards.  Thus,  theo- 
rizes Coen,  fewer  locations  share  in  a  rich  har\  est  of  liquor 
and  cigarette  advertising.  Banned  from  radio  and  televi- 
sion, those  dollars  are  in  hot  pursuit  of  other  outlets. 

Since  1966,  the  total  volume  of  outdoor  advertising  has 
chmbed  from  S207.3  million  to  S461.7  million.  Some  of 
that  gain  seems  to  have  been  sparked  by  the  reaction  of 
media  men  to  the  sharp  rise  in  TV'  rates. 

Posters  and  billboards  are  getting  "  a  lot  more  atten- 
tion. "  says  Coen.  "NV'e're  examining  all  of  the  alternatives, 
and  outdoor  is  part  of  the  mix  we  think  some  of  our  chents 
should  tr\-.'  — R.P. 
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As  the  environment  changes, 
the  Ocelot  must  change  in  order  to  survive. 

Are  you  willing  to  change? 

For  years  the  fur  trade  had  depleted  this  species  to  an 
uncomfortably  small  number.  Today,  the  Ocelot's  instinctive  ability  to 
adapt  to  changing  habitats  represents  its  greatest  hope  for  survival. 

The  industrial  environment  is  changing  just  as  drastically. 
To  protect  yourself  against  the  added  risks  brought  on  by  changing 
occupancies,  you  must  keep  up  with  the  latest  loss  control  procedures. 
And  that's  ivhere  Allendale  Insurance  can  help. 


Allendale  Insurance 


Allendale  Park,  Johnston,  Rhode  Island  0291  9 


Unique  in  features,  WDrld-class  in  engineering.  Cadillac  in  luxi 

 J 


This  new  breed  of  Eldorado  offers  you  an  unprecedented  combination  of  features. 
Including  "the  big  five!'  Front-wheel  drive... four-wheel  independent  suspension... 


^^^^i^    electronic  fuel  injection... four-wheel  disc  brakes... electronic  level  control.  All  standard. 
Even  side-window  defoggers.  But  you  may  choose  it  simply  because  it's  so  beautiful.  It's  at  your 
Cadillac  dealer's  now.  At  least  once  in  a  lifetime,  everyone  should  drive  a  great  car  like  this. 


WE  TACKLED  A  TOUGH  ONE  IN  BRAZIL 


The  northeast  region  of  Brazil  has  long 
been  recognized  for  its  tremendous 
econonnic  potential.  Because  of  its 
great  natural  resources,  it  ranks  high 
in  the  ongoing  development  plans  of 
the  Brazilian  Government.  But  that 
takes  money-a  lot  of  it.  Through  Inno- 
vative financial  structuring,  Bank  of 
Boston  has  been  able  to  help -with  a 
$50  million  project. 

Eight  companies  ranging  from  a 
cellulose-production  plant  to  an  antibi- 
otics plant,  will  benefit.  But  an  invest- 
ment of  this  magnitude  has  meant 
interlacing  a  complex  and  complete 
financial  package  -  involving  facilita- 


tion by  governmental  agencies  in  both 
Washington  and  Brazil,  plus  the  coop- 
eration of  Brazil's  National  Develop- 
ment Bank.  The  result:  solid  support 
for  a  nation's  economic  growth  com- 
bined with  sound  lending  expertise. 
And  because  of  the  uniqueness  of  the 
financial  structuring  this  project  has 
been  a  "first"  of  its  kind. 

It's  a  good  example  of  why  we've 
earned  a  reputation  for  creative  prob- 
lem solving.  Tough,  international  finan- 
cial problems  are  right  down  our  alley, 
and  we  have  over  10,000  people  around 
the  world  to  tackle  them. 

Bank  of  Boston  is  one  of  the  lead^ 
ing  banks  in  the  world  with  strong 


facilities  in  40  countries  (and  more 
than  $2.0  billion  currently  committed 
to  overseas  lending).  And  in  the  U.S. 
we  have  full-service  facilities  (Bank  of 
Boston  International)  in  New  York, 
Los  Angeles,  and  Miami,  as  well  as  our 
World  Headquarters  staff  in  Boston 
who  specialize  in  financing,  factoring, 
leasing,  foreign  exchange,  and  all 
related  services. 

Where  in  the  world  can  we 
tackle  the  next  tough  project  for  your 
company? 

BANK  OF 
BOSTON 


THE  FIRST  NATIONAL  BANK  OF  BOSTON 


WE  TACKLE  THE  TOUGH  OHES. 
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U.S.  Border  Patrol  men  and  their  prey 


A  half-hearted  struggle  to  stop  an  endless  flow  of  "determined  individuals." 

Does  The  Melting  Pot 
 Still  Meld?  

Through  every  air-  and  seaport,  in  rowboats  and  on  foot  they  come — 
maybe  a  million  immigrants  a  year,  and  half  of  them  illegal. 
What  can  be  done  to  stop  them?  Should  they  be  stopped? 


By  PHYLLIS  BERMAN 

■".../  promise  you.  Matt,  when  these 
[Irish]  Catholics  outnumber  the  old 
stock  two  to  one.  .  .  .' 

"How  can  they  outnumber  us  when 
well  be  making  good  Americans 
of  them?" 

Burr  s  laugh  was  like  an  organ's  bass 
note.  "Whatever  a  good  American  is,  he 
cannot  be  a  Roman  Catholic  at  the  same 
time.  It  is  a  contradiction.  And  when 
there  are  two  of  them  for  our  every  one, 
they  will  divide  up  the  jyroperty." 

— From  Burr,  by  Gore  Vidal 

A  CENTURY  AND  A  HALF  AFTER  Aaron 

Burr  supposedly  spoke  these  words  the 
late  Richard  Cardinal  Gushing  was  ad: 
monishing  his  by  now  well-established 
Irish  Catholic  flock  for  their  inhospitable 
attitude  toward  the  more  recent  wave  of 
Italian  immigrants.  The  scorned  had  be- 
come the  scorners. 

On  the  one  hand,  most  Americans 
have  always  believed  that  they  believed: 

"We  are  a  nation  of  immigrants  and 
proud  of  it.  " 

And,  on  the  other  hand,  they  have 
tended  to  say: 

"Keep  the  bastards  out  before  they 
destroy  our  way  of  living.  ' 

Today,  in  1978,  the  U.S.  is  undergo- 


ing what  may  well  be  the  second  largest 
flood  of  immigration  in  its  history.  The 
melting  pot  is  bubbling  again.  Since 
1970  alone  at  least  5  million  newcomers 
have  crossed  our  borders.  About  3  mil- 
lion of  these  came  legally.  How  many 
came  illegally?  Nobody  knows.  Nobody 
has  even  an  accurate  idea.  It  is  generally 
believed  there  are  3  million  to  5  million 
illegal  aliens  here  at  present.  But  many 
of  the  illegals  are  migrants — they  come 
and  they  go.  To  create  a  pool  of  3  million 
to  5  million,  as  many  as  10  million  indi- 
viduals must  have  slipped  across  our  bor- 
ders. Two  things  are  certain:  The  new- 
comers are  making  an  unmistakable  im- 
print on  our  society.  And  as  it  was  150 
years  ago  in  Burr's  lifetime,  Americans 
are  still  nervous  about  the  new  strangers 
in  their  midst. 

Although  many  of  us  aren't  yet  fully 
conscious  of  the  new  wave  of  immi- 
grants, their  presence  is  already  affecting 
our  lives  in  a  variety  of  subtle  ways  that 
with  time  will  certainly  become  more 
obvious.  In  Los  Angeles,  the  Anglo  pop- 
ulation, which  stood  at  71%  20  years  ago, 
may  be  in  the  minority  by  1980,  and 
there  is  already  talk  of  a  Chicano  gover- 
nor for  California  before  the  end  of  the 
1980s.  Many  of  America's  steel  mills  and 
auto  plants,  first  the  preserve  of  Poles 


and  Czechs  and  then  a  working  place  for 
blacks,  are  beginning  to  take  on  a  dis- 
tinctly Latin  hue.  Even  our  taste  buds 
are  being  affected  as  the  cuisines  of  Thai- 
land, Vietnam  and  Pakistan  are  prepared 
in  restaurants  formerly  serving  Irish 
stew  or  spaghetti  Milanese. 

Won  K.  Lee,  45,  left  his  prosperous 
Seoul  construction  business  more  than  a 
decade  ago  to  start  a  tiny  wig  shop  in 
Whittier,  Calif  It  failed,  but  his  next  two 
ventures — a  mom-and-pop  grocery  store 
in  the  heart  of  Los  Angeles'  Koreatown 
and,  later,  a  hamburger  stand — succeed- 
ed. They  provided  the  capital  for  the 
refurbished,  10,000-square-foot  super- 
market he  now  owns  in  fashionable  Stu- 
dio City.  He  lives  in  a  comfortable 
$170,000  house  in  Encino,  Calif  and 
clears  a  hefty  $40,000  a  year. 

Francisco  Garcia,  32,  became  illegal 
when  he  came  here  from  Mexico  in  1972 
and  overstayed  his  visa.  He  got  work  in  a 
canning  factory,  but  lost  his  job  when  he 
hurt  his  back  in  a  fall.  Then  his  wife, 
Bernarda,  was  picked  up  in  a  "sweep  '  by 
the  U.S.  Immigration  &  Naturalization 
Service.  Help  from  a  federally  funded 
immigrant  aid  society  prevented  her  de- 
portation. The  same  agency  helped  Gar- 
cia get  legal  residency  and  eventually 
hired  him  as  a  counselor.   His  fourth 
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child  was  bom  here,  and  now  the  Gar- 
cias  await  the  day  they  can  became  U.S. 
citizens. 

Remedies  Geaga  is  in  her  50s.  It  was 
easy  for  her  to  c-ome  to  the  U.S.  in  1965 
bec-ause  her  husband,  an  engineer,  knew 
the  Philippines'  c-onsul  general  in  Los 
Angeles.  At  home  she  ran  a  laundr>-  for 
Filipino  militar>  cadets;  here  she  is  an 
aide  to  City  Council  President  John  Fer- 
raro  and  owns  a  tin\  restaurant.  The  Egg 
Roll  Place,  close  to  Ho11\-wckx1.  .\s  she 
bustles  around  serving  her  customers, 
she  says.  "You  work  hard  in  the  Philipn 
pines.  but  you  also  have  maids  to  take 
(rare  of  things.  Here  you  don  t.  but  >ou 
get  used  to  it." 

Geraldo  Fernandez  (not  his  real 
name),  a  Dominican,  came  in  1969  by 
getting  a  shopper's  visa  to  Puerto  Rico 
and  then  flying  to  New  York.  He  had 
S-50.  Ha\ing  taken  a  correspondence 
course  at  home,  he  hoi>ed  to  become  an 
electrician.  But  to  make  a  li\ing  and  to 
save  the  S.500  he  had  to  pay  an  "immigra- 
tion consultant "  to  help  him  get  resi- 
dency, he  washed  dishes.  He  now  drives 
a  g>psy  cab.  but  he  says,  T  still  hope  to 
make  electrician." 

Won  K.  Lee  and  Remedids  Geaga  ar- 
rived here  legally.  Francisco  Garcia  and 
Geraldo  Fernandez  did  not  they  slipped 
in.  .\merica  is  still  the  land  of  opportuni- 
ty. But  its  doors  are  no  longer  wide 
oj)eil.  The  last  great  wave  of  unregulated 
immigration  p>eaked  in  1914.  when  1.2 
million  of  Europe  s  pcwr  streamed 
through  EUis  Island,  bringing  with  them 
children  who  were  to  become  Federal 
Reserve  chairmen,  great  businessmen 
and  musicians. 

In  1917.  heeding  native  prejudic-e  and 
labor  pressure.  Congress  passed  a  liter- 
acy requirement  for  immigrants  over  the 
veto  of  President  ^^'oodrow  W  ilson,  who 
protested;  "Those  who  come  seeking  op- 
portunit\  are  not  to  be  admitted  unless 
they  already  have  one  of  the  chief  oppor- 
tunities the\-  seek,  the  opportunib.  of 
education. " 

The  exclusionists  triumphed  com- 
pletely in  1924.  The  National  Origins 
Law.  a  frankly  racist  act,  closed  legal 
immigration  to  a  trickle  of  150.000  a 
year,  with  national  quotas  based  on  the 
ethnic  composition  of  the  U.S.  in  1920. 
("We  don  t  want  a  mongrel  race,  i  No 
alterations  were  made  in  the  tough  law 
for  the  benefit  of  refugees  from  Hider. 
Only  2-50.000  refugees  were  admitted 
from  1933  to  1944.  When  Albert  Ein- 
stein came  to  Princeton  in  1933.  he  was 
picketed  by  members  of  the  Women  s 
Patriotic  Corp.  "'Wouldn't  it  be  funny  if 
they  didn't  let  me  in?"  Einstein  re- 
marked. "Why,  the  whole  world  would 
laugh  at  America.' 

The  current  law  is  more  liberal  but 
still  essentially  restrictive  as  fer  as  total 
numbers  are  concerned.  Passed  in  1965. 
■  hen  racism  was  no  longer  respectable. 


it  opened  the  doors  to  170.000  persons 
from  the  Eastern  Hemisphere  and 
120.000  from  the  Western  Hemisphere 
each  \'ear.  For  each  country  there  is  a 
limit  of  20,000  persons.  (Exempted  from 
the  numerical  limit  are  spouses  and  chil- 
dren of  U.S.  citizens.  In  addition.  U.S. 
citizens  over  21  can  bring  in  their  par- 
ents outside  the  quota.  \  separate  cate- 
gor\'  are  refugees — who,  according  to 
the  legal  definition,  must  be  fleeing  com- 
munist tyranny  or  the  .Middle  East.  Ref- 
ugees, like  the  Vietnamese,  are  paroled 
in  by  the  attorney  general,  who  uses  a 
discretionar\  power  \ested  in  him.  ■ 

Of  those  who  enter  under  the  nu  merical 
limits,  about  75%  can  do  so  on  the  basis  of 
family  reunification.  Asians.  Nirtually  ex- 


Irnmigration  head  Castillo 


A  particular  view  of  the  worid. 

eluded  until  196.5.  now  come  freely.  The 
third  and  fourth  largest  groups  last  >  ear. 
after  Cubans  and  Mexicans,  were  39.000 
Filipinos  and  31.000  Koreans. 

Fewer  and  fewer  legal  immigrants 
now  carr\  labor  certificates  testifying 
that  they  can  fill  functions  that  are  need- 
ed in  the  U.S.  In  1968  21*^^  were  certi- 
fied b\  the  Department  of  Labor;  now 
it's  onK  about  S%.  A  few  get  labor  crerti- 
fication  without  going  through  a  long, 
tedious  proc-ess.  These  include  dieti- 
cians, physical  therapists.  emplo>ees  of 
multinational  firms.  clerg>Tnen.  and  un- 
til recently,  doctors. 

Yet  the  pressure  to  enter  the  U.S.  is,  if 
an>"thing,  greater  than  ever.  Instead  of 
fleeing  Cossack  whips,  millions  want  to 
escape  political  instabiht\.  If  there  are 
no  famines  today,  there  is  stiU  jobless- 
ness in  much  of  the  world.  Many  poorer 
countries,  freed  from  colonialism,  have 
developed  educational  s>  stems  but  not 


the  economies  to  absorb  the  graduates. 
To  the  U.S.  they  come;  engineers  from 
India,  doctors  from  the  Philippines 
Ph  D.s  from  all  over. 

What  does  an  alien  do  if  he  can't  get 
certified  and  doesn  t  have  relatives  in  the 
U.S.?  If  he  is  smart,  prosperous  and  well 
connected  he  can  get  what  the  Federal 
.\d\isory  Committee  on  False  Identifica- 
tion calls  "unscrupulous  attorneys,  travel 
agents,  notaries  public,  employment 
agencies  and  so-called  "immigration  con- 
sultants to  help  him.  "  If  they  are  un- 
able to  locate  a  U.S.  citizen  to  marrv  an 
alien  for  a  fee."  sa>s  the  committee, 
"they  often  will  supply  the  alien  with 
false  documentation  as  a  citizen  so  he  can 
go  through  the  marriage  ceremon\  and 
file  the  nec-essar>  petition.  " 

Those  with  S40.000  to  invest  in  the 
U.S.  can  come  in  under  their  nations 
quotas.  Supposedly  the\  have  the  last 
preferenc-e.  but  if  a  rich  man  can  t  get 
into  this  countrv  "then  he  s  got  the 
wrong  law%er."  ac-cording  to  Labor  De- 
partment and  INS  consultant  David  S. 
North.  Here  s  how  it  works,  says  Benja- 
min Gim.  of  the  .\ssociaHon  of  Immigra- 
tion 6c  Nationalit>  Lawyers; 

First.  I  set  up  a  corporation  here  in 
the  U.S.  and  then  I  have  the  corporation 
petition  for  the  investor  s  entr\  under  a 
labor  certification  preferenc-e.  What  we 
have  to  prove  is  that  the  newly  formed 
company  can  t  be  run  by  anyone  else. 
Iranians  seem  adept  at  this.  People  have 
started  calling  Loma  Vista  Drive  in  Bev- 
erly Hills  .\ga  Sheik  Hadi  .\venue  after 
a  street  in  Teheran,  and  >oung  Iranians 
in  open  shirts  and  long  hair  roam  Bever- 
ly Hills  looking  for  action. 

In  short,  legal  immigrants  are  no  long- 
er "  the  huddled  masses  of  Emma  Laza- 
rus poem  graven  on  the  base  of  the 
Statue  of  Liberty  .  Leonel  J.  CastiUo  s 
father  worked  in  a  ship>ard  in  Gal\es- 
ton.  Tex.  and  his  grandfather  walked  into 
BrowTis\ille.  Tex.  from  Mexico  98  years 
ago.  .\ppropriatel\ .  Castillo  now  heads 
the  Immigration  &  Naturalization  Ser- 
\-ice.  "Take  the  words  in  that  poem  and 
change  all  the  adjectives  to  their  ant- 
onyms. sa>  s  Castillo,  "and  you  re  a  lot 
closer  to  defining  today  s  legal  immigrant 
population.  You  should  say;  "Give  me 
your  rich,  your  health),  your  trained, 
your  educated,  those  with  contacts, 
those  shrewd  enough  to  get  \isas,  those 
w  ho  work  for  multinational  corporations, 
those  who  are  investors.  .  .  .'  " 

In  the  old  days,  the  estabhshed 
Irish — the  "  narrowbacks  as  the>  were 
called — lcx)ked  dowTi  upon  and  were 
embarrassed  b\'  the  refugees  from  the 
potato  famine.  So  were  the  established 
German  Jews  made  uncomfortable  by 
the  Yiddish-speaking  poor  w  ho  s\varmed 
in  from  eastern  Europe.  Toda>  that  pat- 
tern is  re\ersed.  too.  A  FiUpino  social 
analyst  says  that  recent  Filipino  immi- 
grants, educated  people  mosth  regard 
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The  New  Waves 


Not  since  the  turn  of  the  century,  when  the 
gates  were  wide  open,  have  so  many  immi- 
grants been  taken  into  the  U.S.  In  the  past  ten 
years  alone,  4.3  million  entered  legally. 


There  may  well  be  as  many  who  have  entered 
illegally.  The  total  approaches  the  record  8.8 
million  who  came  to  the  U.S.  between  1900 
and  1910. 
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older  Filipino-Americans  as  hillbillies. 

In  fact,  immigrants  still  start  at  the 
bottom  but  don  t  stay  there.  A  recent 
study  by  Barr)  R.  Chiswick  of  the  Uni- 
versity of  Illinois,  Chicago  Circle,  found 
that  earnings  of  foreign-born,  legally  ad- 
mitted Americans  are  9.5%  lower  than 
the  native-born  if  they  have  been  in  the 
U.S.  for  only  5  years,  but  only  3.4%  lower 
after  10  years,  equal  after  about  13  years 
and  6.4%  and  13%  higher  after  20  years 
and  30  years,  respectively.  (Chiswick 
notes  one  important  exception  he  cannot 
explain:  First-,  second-  and  even  third- 
generation  Mexican-Americans  earn 
about  15%  to  25%  less  than  do  other 
white  males  of  the  same  generation.)  In 
fact,  while  the  U.S. -born  sons  of  white 
immigrants  have  about  the  same  school- 
ing level  as  the  sons  of  native-born 
whites,  other  things  being  ecjual,  they 
have  5%  higher  earnings. 

The  "huddled  masses"  still  come,  but 
with  difficulty  and  without  papers.  We 
don't  accept  them  legally;  they  must 
sneak  in.  They  come  because  they  want 
to  come  and  because  we  need  them  in  an 
affluent  society  no  longer  able  to  fill  its 
low-paying,  often  dead-end  jobs.  In 
many  ways,  they  are  admirable  people. 

"How  do  vou  characterize  the  drive  of 


someone — and  this  is  fairly  typical,'  says 
Castillo,  "who  will  walk  across  an  Ari- 
zona desert  a  hundred  miles  in  130-de- 
gree  heat  with  a  gallon  of  water  and  food 
for  one  day  and  go  for  five  days,  be 
apprehended  by  us,  be  sent  back  volun- 
tarily, rest  for  a  short  time  and  start 
walking  again?  I've  seen  forms  that  show 
that  some  individuals  have  been  sent 
home  more  than  a  hundred  times.  " 

Adds  a  Mexican  immigrant:  "When  a 
Mexican  reads  in  a  local  paper  that 
mushroom  workers  in  the  U.S.  are  being 
exploited  because  they're  paid  only 
$2.65  an  hour,  not  $3.25  like  an  Ameri- 
can citizen,  that's  not  exploitation  to 
him.  That's  the  equivalent  of  a  want  ad.' 

How  many  of  these  determined  indi- 
viduals do  we  catch  at  the  borders?  Last 
year  the  U.S.  Border  Patrol  managed  a 
record  of  over  1  million  "apprehension 
events,  "  up  from  876,000  the  year  be- 
fore. Numbers  like  that  give  rise  to  near 
hysteria  if  they  re  inaccurately  interpret- 
ed. Here's  why:  Many  aliens  are  caught 
repeatedly.  In  fact,  young  men  are  often 
picked  up  three  times  in  one  night. 
Beefed-up  border  patrols  on  our  south- 
ern border  may  mean  higher  body 
counts  but  no  significant  change  in  the 
numbers  actually  attempting  to  cross. 


These  "determined  individuals,  '  not 
the  legal  immigrants,  now  more  closely 
fit  Emma  Lazarus'  words.  Dr.  Wayne  A. 
Cornelius,  professor  of  political  science 
at  Massachusetts  Institute  of  Technolo- 
gy, says  that  most  of  the  illegals  are 
male.  They  are  usually  less  than  30  years 
old.  More  than  half  have  less  than  three 
years'  education.  More  than  half  are 
married,  but  only  about  1%  take  their 
families  with  them  because  of  the  high 
cost  of  living  in  the  U.S. 

About  60%  of  the  illegals  come  from 
Mexico.  Take  Jose'  Martinez  (not  his  real 
name),  for  example.  In  1975  at  age  17,  he 
left  his  mother  and  seven  brothers  and  a 
$40-a-week  job  in  a  Tijuana  factory  when 
some  friends  persuaded  him  to  try  to 
cross  the  border.  After  three  unsuccess- 
ful attempts,  he  paid  a  coyote — a  smug- 
gler— $175  to  get  him  to  Santa  Ana,  Cal- 
if On  the  streets  less  than  24  hours,  he 
was  picked  up  by  la  migra,  immigration 
officers,  and  shipped  back  to  Tijuana. 
Martinez  came  across  again  three 
months  later,  after  a  Mexican-American 
in  San  Diego  offered  him  a  full-time  job 
in  an  auto  repair  shop  and  lent  him  the 
necessary  passport. 

More  sophisticated  now,  Martinez  has 
been  able  to  return  home  frequently  to 
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pick  up  clothes  and  take  care  of  unfin- 
ished business.  He  uses  the  beach  route: 
It  is  five  miles  from  San  Diego,  but  the 
chances  of  his  being  picked  up  are  fewer. 
He  doesn't  know  whether  he  will  live  in 
San  Diego's  vast  underground  of  los  ilc- 
gales  permanently.  But  if  he  does,  he 
will  be  in  the  minority.  "For  whatever 
reasons,  it  is  clear  that  the  majority  of 
Mexicans  who  migrate  to  the  U.S.  don't 
want  to  stay  here  permanently,  "  says 
MiTs  Cornelius.  "What  they  want  is  to 
meet  a  short-term  need:  These  are  peo- 
ple operating  at  the  margin  of  subsis- 
tence. A  crop  failure,  a  major  illness  in 
the  family  or  the  loss  of  a  job  may  create 
an  immediate  need  that  can  be  satisfied 
only  by  going  to  the  U.S.  Their  median 
length  of  stay  is  5V^  months.  "  When 
Cornelius  asked  a  group  of  illegals 
whether  they  would  get  legal  entry  pa- 
pers to  live  in  the  U.S.  if  they  could, 
only  19%  answered  affirmatively. 

Illegals  from  the  Caribbean  constitute 
another  20%  of  illegal  aliens.  They  usual- 
ly enter  legally  on  a  tourist  or  student 
visa  and  overstay,  thus  becoming  ille- 
gals. (That,  of  course,  makes  it  more 
difficult  to  secure  another  visa  and 
reenter  at  a  later  time.)  Many,  but  not 
all,  are  probably  transients. 

For  many  Caribbeans  it  is  easy  to  en- 
ter the  U.S.  Dominicans,  for  example, 
can  simply  use  a  loophole  in  our  visa 
regulations  which  assures  the  newcomer 
a  quick,  trouble-free  route  to  the  U.S.  As 
Geraldo  Fernandez  did,  they  get  a  one- 
day  shopping  pass  to  Puerto  Rico  and 
then  fly  on  a  regularly  scheduled  flight 
from  San  Juan  to  New  York  without  hav- 
ing to  go  through  a  passport  examina- 
tion. When  a  Mexican  walks  across  a 
border  or  a  Haitian  rows  to  Florida,  are 
American  workers  displaced?  Says  Cas- 
tillo: "Certainly  there's  some  displace- 
ment of  workers,  but  we  think  it  is  defi- 
nitely limited  to  certain  sectors  of  the 
economy  and  certain  industries.  We 
know,  for  example,  there  are  certain 
cities  where  there's  a  lot  of  construction 
going  on,  but  in  those  same  cities  we  find 
that  a  lot  of  U.S.  workers  in  the  carpen- 
ter and  craft  unions  are  out  of  work. 
There  s  displacement.  But  in  cities  like 
El  Paso,  Tex.,  thousands  of  women  who 
work  as  maids  are  Mexican  nationals.  We 
don't  concentrate  our  enforcement  ef- 
forts there.  We  know  they're  definitely 
not  displacing  U.S.  citizens.  " 

Says  economics  Professor  Michael  J. 
Piore  of  MIT:  "Some  declining  indus- 
tries, for  instance,  provide  good  jobs  but 
also  depend  on  a  supply  of  low-wage 
labor,  without  which  they  could  go  out  of 
business.  The  shoe  and  textile  industries 
in  New  England  are  examples  of  this. 
White  Americans  work  as  cutters  or  ma- 
chine repairers  there  while  immigrants 
do  most  of  the  stitching,  last-pulling, 
warehousing  and  the  like. 

"-\  second  category, "  Piore  goes  on, 


"are  those  jobs  that  don  t  necessarily 
complement  native-held  occupations  but 
that  contribute  to  the  standard  of  living 
of  better-off  groups,  like  household  and 
restaurant  workers.  " 

Gracious  living  and  social  justice  are 
not  easily  reconciled.  You  can't  have 
fresh  tomatoes  at  a  reasonable  price  if 
you  pay  field  hands  .$1.5,000  a  year.  Few 
of  us  could  afford  any  personal  services  if 
we  had  to  hire  unionized  labor  at  $10  an 
hour  plus  fringes  to  perform  them. 

The  jobs  available  to  the  illegal  immi- 
grant repeat  a  historic  pattern  that  has 
been  followed  by  a  succession  of  un- 
skilled workers:  the  Chinese  and  Irish  in 
the  mid-19th  century,  Italians  and  East- 
ern Europeans  in  the  latter  part  of  the 
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century.  But  those  groups  came  legally. 
Today,  that  "scut  work  "  is  being  done  by 
the  illegals.  It  is  dishonest  to  say  that  the 
illegals  are  being  "exploited  when  they 
perhaps  earn  SI 20  a  week  in  the  U.S.  vs. 
$13  in  a  Mexican  factory. 

Our  only  policy  is  no  real  policy  at  all, 
a  course  which  avoids  offending  pressure 
groups  but  causes  endless  difficulties  for 
hard-working  illegals.  "No  issue  other 
than  energ)'  has  been  studied  as  long  and 
intensively  in  the  Carter  Administration 
[as  undocumented  aliens],  "  says  Secre- 
tar\  of  Labor  Ray  Marshall.  President 
Carter  last  year  came  up  with  a  proposal 
for  dealing  with  the  problem:  civil  penal- 
ties for  employers  hiring  illegal  aliens, 
possible  criminal  charges  for  employers 
ignoring  that  regulation,  a  doubling  of 
the  border  patrol  and  two  forms  of  am- 
nesty for  illegals  who  have  already  been 
here  for  several  years. 

The  proposal  pleased  no  one. 


Many  Mexican-Americans  were  en- 
raged. Like  Michael  E.  Cortez  of  the 
Chicano  activist  organization  National 
C-ouncil  of  La  Raza:  'It  would  hurt  the 
legals,  too.  Any(jne  who  seemed  foreign- 
looking,  who  spoke  with  an  accent  and 
had  dark  skin  would  be  discriminated 
against  by  employers.  " 

But  the  Administration's  measures  are 
misconceived.  Says  .MIT's  Cornelius: 
"There  is  no  evidence  that  undocument- 
ed immigration  constitutes  a  national  ca- 
lamity so  damaging  to  the  American  peo- 
ple that  it  recjuires  the  kind  of  exclusion 
prescribed  by  Carter.  " 

Exploitation?  Businesses  like  small 
construction  firms  frecjuently  pay  at  least 
the  minimum  wage.  And  even  though 
they  could  probably  find  U.S.  workers  at 
this  scale,  many  prefer  to  hire  those  they 
consider  the  hardest-working:  the  ille- 
gals. Like  everyone  else  in  our  society, 
certain  unions  seem  to  have  decided  to 
live  with  the  situation  without  formally 
accepting  it.  Fact:  Unions  like  the  Los 
.-Angeles  locals  of  International  Brother- 
hood of  Electrical  Workers,  Internation- 
al Association  of  Machinists  &  Aerospace 
Workers.  International  Longshoremen 
&  Warehousemen  Union,  International 
Ladies  Garment  Worker  s  Union  and 
Cesar  Chavez  United  Farm  Workers  of 
America  are  organizing  Mexicans  and 
Mexican-Americans,  legal  or  illegal. 
Many  illegals  apprehended  at  border 
points,  say  the  border  patrolmen,  carry 
union  cards. 

Isn't  there  a  better  way  to  get  needed 
labor  and,  at  the  same  time,  enable  at 
least  some  of  the  poor  fi-om  neighboring 
lands  to  get  a  start  up  the  ladder?  Is 
eluding  the  Border  Patrol  good  for  peo- 
ple's character? 

MIT  s  Cornelius  has  proposed  that  the 
U.S.  issue  temporar\-  work  visas  to 
800.000  Mexicans  a  year  on  a  first-come, 
first-served  basis  regardless  of  age,  sex  or 
occupation.  To  maintain  the  visa,  the 
worker  would  be  required  to  leave  the 
U.S.  for  at  least  six  months  a  year.  It 
would  entail  no  prearranged  contract  be- 
tween the  Mexican  worker  and  a  U.S. 
employer.  This  proposed  system  would 
differ  fi-om  the  former  hracera  program, 
which  tied  the  alien  worker  to  a  specific 
U.S.  employer,  as  well  as  fi-om  the  cur- 
rent system  of  ■'H-2  "  visas,  which  allow 
apple  growers,  for  example,  to  bring  Ja- 
maicans in  on  a  temporar>'  basis  to  pick 
their  crop. 

There  is  more  nonsense  written  and 
more  hypocrisy  spilled  over  immigration 
than  almost  any  other  controversial  issue 
in  modern  American  life. 

Read  Kathryn  Caldwell's  letter  to  the 
Miami  Herald  warning  of  the  influx  of 
foreigners  to  that  area:  "By  next  year,  it 
is  reported  that  2  million  Mexicans  will 
have  simply  walked  across  the  border. 
This  will  result  in  the  loss  of  2  million 
jobs.  The  only  solution  is  stricter  en- 
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My  Son,  The  Doctor 


Usually  it  has  taken  at  least  three  generations  for  immi- 
grants to  get  from  Hell's  Kitchen  to  Scarsdale.  The  Kore- 
ans are  living  that  process  in  less  than  a  single  generation. 

Their  success  is  most  evident  in  Los  Angeles'  burgeon- 
ing Koreatown,  a  three-mile  stretch  along  Olympic  Boule- 
vard. Once  a  deteriorating  neighborhood,  it  is  now  home 
to  75,000  of  Los  Angeles'  150,000  Koreans  and  bustling 
with  barbershops,  liquor  stores,  restaurants,  gas  stations, 
wig  and  clothing  retailers.  Prospering  Koreans  are  moving 
into  Hancock  Park,  once  the  preserve  of  the  city's  most 
affluent  whites.  Today  there  are  three  Korean  newspapers 
and  over  100  Korean  churches  in  a  city  that  holds  more 
than  a  third  of  our  nation's  estimated  400,000  Korean 
immigrants. 

A  Korean  begins  by  working  for  a  pittance  for  fellow 
Koreans,  then  vWth  savings  and  a  loan  from  a  gae — a 
rotating-credit  association  whose  members  pool  their 
money  and  give  it  interest  free  to  a  fellow  member — they 
launch  a  wig  shop  or  clothing  store.  Wigs  and  clothing  are 
a  natural:  Korea  produces  most  of  the  world's  wigs  and,  as 


in  other  parts  of  the  Orient,  plenty  of  cheap  apparel  is 
supplied  by  relatives  for  the  U.S.  immigrant  to  retail  here. 

When  they  make  a  little  money,  they  move  on  to  a  more 
capital-intensive  grocery  store  or  restaurant,  turning  over 
businesses  rapidly  and  switching  from  one  to  another  as 
soon  as  they  accumulate  sufficient  capital.  Thrift  is  the 
key:  Says  supermarket  owner  Won  K.  Lee,  "I  work  long 
hours.  I  don't  close  my  grocery  store  until  9:00  p.m.  I  get 
home  late.  "  Is  it  a  bleak  life?  The  thought  never  occurred 
to  him.  Says  he:  "I  like  to  work  for  myself  I  tell  my 
children:  Don't  waste.  Take  only  what  you  want.  Life  is 
hard.  Maybe  Americans  spoiled.  " 

Lee  aspires  to  the  good  life  but  is  ready  to  work  for  it.  T 
work  nine  more  years.  Then  I  retire  when  my  son  gradu- 
ates from  medical  school.  " 

When  my  son  graduates  from  medical  school.  The 
aspiration  and  reality  behind  that  statement  are  as  old  as 
the  history  of  American  immigration.  And  the  funny  thing 
is,  that  dream  is  still  a  reasonable  one  for  those  willing  to 
work  for  it.  — P.B. 


forced  immigration  laws.  Otherwise  I 
see  no  holding  back  the  masses.' 

Phyllis  H.  Eisen,  a  lobbyist  for  Zero 
Population  Growth,  Inc.:  "We're  no 
longer  a  nation  with  endless  resources. 
We  will  never  reach  zero  population 
growth  with  the  present  rates  of  immi- 
gration. Even  now,  as  much  as  50%  of 
our  population  growth  comes  from  legal 
and  illegal  immigrants.  Legal  immi- 
grants and  illegal  aliens  will  add  60  mil- 
lion to  the  U.S.  population  by  2000.  "  Are 
the  ecologists  direct  intellectual  descen- 
dants of  the  Know-Nothings,  a  19th-cen- 
tury political  party  which  opposed  Irish 
immigrants?  They  seem  to  represent 
perfectly  the  smug  attitude  that  many 
third-generation  Americans  easily  adopt. 

Labor  Department  consultant  David 
North  falls  back  on  liberal  rhetoric  to 
urge  that  we  close  the  border:  "As  long 
as  we  have  people  who  are  in  this  coun- 
try illegally  and  who  hold  jobs  illegally, 
we  re  going  to  have  an  underclass  whose 
members  live  in  constant  fear  of  being 
apprehended  and  who  work  under  con- 
ditions below  those  acceptable  to  U.S. 
residents.  That's  unacceptable  in  an 
equalitarian  society.  And  surplus  labor 
holds  down  the  wages  of  legal  workers.  " 

North  and  Eisen,  of  course,  have  plen- 
ty of  historical  antecedents:  Samuel 
Gompers,  himself  an  immigrant,  was 
president  of  the  American  Federation  of 
Labor  for  over  three  decades.  In  1902  he 
said:  "Cheap  labor,  ignorant  labor  takes 
our  jobs  and  cuts  our  wages,  .  .  .  Wom- 
en and  children  drive  out  men  ...  in 
just  the  same  way  Chinamen  and  others 
drive  out  the  American,  the  Irishman 
and  the  German.  " 

"Immigration  has  a  curious  set  of  allies 
and  an  ^'ven  more  curious  set  of  people 
who  are  restrictionist,"  says  Castillo. 
"People  who  usually  ally  themselves  on 


liberal  issues  are  restrictionist:  the  labor 
groups,  the  ecologists.  They  have  a  dif- 
ferent view  of  the  world  than  I  do.  They 
feel,  as  best  I  can  understand  it,  that  the 
resources  of  the  U.S.  are  inevitably 
limited.  It's  a  static  view  of  economics 
taught  in  a  lot  of  college  courses.  The 
problem  with  that  view  is  that  it  doesn't 
take  into  account  changes  in  lifestyle  or 
density.  Or  changing  resources.  " 

There  is  no  hard  evidence  to  suggest 
that  illegals  impose  any  burden  on  the 
taxpaying  American  public.  Instead,  Da- 
vid North's  and  Marion  Houstoun's  De- 
partment of  Labor  study  reports  that 
illegal  alien  workers  were  significantly 
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more  likely  to  have  participated  in  the 
taxpaying  systems  (since  taxes  are  auto- 
matically deducted  from  their  pay- 
checks) than  to  have  used  tax-supported 
programs.  While  more  than  70%  of  the 
apprehended  illegal  aliens  who  were 
studied  for  the  report  paid  Social  Securi- 
ty taxes  and  had  income  taxes  withheld, 
only  27%  reported  they  used  hospitals, 
4%  collected  unemployment  or  had  chil- 
dren in  schools,  and  only  1%  or  less 
participated  in  U.S. -funded  job  training 
programs,  took  food  stamps  or  were  on 
welfare.  A  recent  study  by  the  San  Diego 
County  Human  Resources  Agency  backs 
up  the  Labor  Department  report.  Its 
findings  in  San  Diego  County:  While 
illegals  used  social  services  worth  $4  mil- 
lion a  year,  they  paid  more  than  $48 
million  in  taxes. 

Obviously,  the  U.S.  can't  admit  all  the 
foreigners  who  would  like  to  come  here. 
This  time  they  really  would  swamp  us. 
But,  in  the  last  resort,  we  need  immi- 
grants almost  as  much  as  they  need  us — 
if  for  no  other  reason  than  to  keep  the 
rest  of  us  on  our  toes. 

Arthur  Burns,  the  conservative  econo- 
mist and  former  Federal  Reserve  chair- 
man, came  to  the  U.S.  from  Austria  as  a 
small  boy  in  1914;  neither  he  nor  his 
parents  could  speak  English.  "It  has 
been  my  great  privilege  to  be  an  Ameri- 
can, "  Burns  recently  said.  "This  is  a 
privilege  that  I,  along  with  millions  of 
others  of  our  adopted  citizens,  may  ap- 
preciate even  more  keenly  than  do  our 
native-born  citizens.  "  Most  of  today's 
immigrants  understand  this;  many  of 
them  are  simply  fighting  for  a  chance  to 
participate  in  an  American  adventure 
that  has  grown  a  bit  stale  for  the  natives. 
Leonel  Castillo  puts  it  eloquently:  "No- 
body believes  in  the  American  Dream 
more  than  the  non- American.  ■ 


A  Uniquely  American  Paradox 


Americans  have  never  been  wholly  at  ease 
with  the  fact  that  they  are  a  nation  of  immi- 
grants. The  fact  itself  is  granted  easily,  even 
boastfully,  but  the  feelings  the  fact  inspires 
show  conflict  bordering  on  schizophrenia. 
For  more  than  two  centuries  no  nation  was 
more  hospitable.  But  even  from  earliest 
Pilgrim  days  (below,  an  idealized  rendering  of 
the  landing  on  Plymouth  Rock),  a  virulent 
strain  of  intolerance — compounded  of  igno- 
rance, fear,  chauvinism  and  s(>lf-interest — 
was  alive  in  the  land  to  greet  later-comers. 
When  the  gates  swung  almost  shut  in  1924,  a 
good  many  of  those  who  had  just  made  it  safely 
inside  were  delighted.  Now  that  the  gates 
are  swung  wider  again  (left,  Vietnamese  refu- 
gees landing  in  the  U.S.),  the  old  conflicts 
are  revived.  On  these  pages  we  trace  the 
history  of  this  uniquely  American  paradox. 


How  much  immigration  is  too 
much?  Above,  a  positive  view  in 
1880.  Below,  a  scathing  attack, 
c.  1890,  on  the  foreign  influx. 
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Legal  Immigration:  1821-1870 


Sonne:  lininigration  and  Natiiraliz;ition  Scr\'ice 


1821-1830:  143,439 


1831-1840:  599,125 


Colonial  Era 

The  Mayflower  landed  41 
men,  18  wonnen,  32  children,  9 
servants  and  2  "guest  work- 
ers" (sailors  hired  to  work  one 
year)  at  Plymouth  Rock  in 
1620.  At  right,  a  19th-centun- 
wood  engraving  of  the  Pil- 
grims coping  with  their  first 
New  England  winter.  The 
only  native-born  Americans  at 
the  time,  the  Indians,  were 
as  divided  as  later  generations 
would  be  on  the  wisdom  of 
letting  these  and  subsequent 
immigrants  come  into  the 
New  World  unhindered. 


1830/1 840s 

Chronic  economic  and  po- 
litical upheaval  in  Europe 
prompted  more  and  more 
emigration  to  the  U.S. — with 
political  consequences. 
Right,  an  Irish  peasant  hut  in- 
terior during  the  ghastly  po- 
tato famine  of  1846-47.  Next 
right,  paying  for  passage  to 
America  at  Cork.  Third  right, 
an  anti-Catholic  mob  bat- 
tling state  militia  in  Philadel- 
phia. Far  right,  German  im- 
migrants leaving  Hamburg 
after  the  Revolution  of  1848. 


1850/18608 

What  started  as  a  trickle  of 
immigrants  became  an  increas- 
ingly heavy  flow  midway  in 
the  19th  century.  Waves  of 
Scandinavians  joined  Irish, 
Germans,  Czechs  and  Rus- 
sians. Many  moved  inland. 
At  right,  a  party  of  immigrant 
Swedes  setting  out  from 
New  York  for  the  West. 
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1841-1850:  1,713,251 


1851-1860:  2,598,214 


1861-1870:  2,314,824 


i_z. 


1776/1 820s 

When  the  Declaration  of 
Independence  was  read  in 
Philadelphia  fng/j^X  the 
population  of  the  new  U.S. 
was  estimated  at  3.2  mil- 
lion whites.  Slavery  had  al- 
ready become  a  bitterly 
divisive  political  issue.  By 
1790  just  under  700,000  ' 
blacks — slaves  and  their  de 
scendants — were  in  the 
U.S.  Far  right,  slaves  in 
chains,  c.  1820,  going 
past  the  Capitol  Building 
then  under  construction. 


Action-Reaction 

The  "Know-Nothings" 
were  a  political  force  in  the 
1850s.  At  right,  a  car- 
toon endorsing  their  charge 
that  Irish  and  German 
immigrants  were  running 
big-city  machines  and 
stealing  elections.  In  1855 
they  were  at  their  peak, 
having  elected  6  of  31  state 
governors.  But  their  de- 
cline was  precipitous.  In 
1856  they  supported  the 
bid  of  Millard  Fillmore 
{left)  for  another  term  as 
President.  He  was  roundly 
defeated  by  James  Bu- 
chanan, the  Democratic 
candidate. 


Legal  Immigration:  1871-1920 


1871-1880:  2,812,191 


1880-1890:  5,246,613 


1860,18708 

To  cope  with  the  rising  flow       ^^£rg=-,_^  _g  ^ 
of  immigrants,  the  state  of  New 
York  opened  its  Castle  Gar- 
den facilitv  right '  at  the  tip  of 
Manhattan  Island  in  1S.S5  It 
was  to  serv  e  as  the  chief  point 
of  entr>  into  the  U.S.  until 
the  federal  government  opened 
Ellis  Island,  in  upper  New- 
York  Bay.  in  1S92.  Next  right,  a 
contemporarv  illustration  of 
immigrants  celebrating  their 
arrival  at  Castle  Garden. 


UBOfl  EJtCH/L>C&£- 


is 


1880  18908 

Epidemics  ot  anti-Semitism 
added  new  sources  of  immi- 
grants from  Europe  The  as- 
sassination of  Czar  .\lesander  II 
in  1881  touched  off  particu- 
larK-  \-irulent  pogroms  in  Rus- 
sia. Right,  a  contemporar\ 
woodcut  shows  a  Jew  being 
assaulted  in  Kie\-  as  the 
militarv  look  on. 


GREAT  WESTERN  5.TE.\M>H1J'  I 

SAtUaC  WEEKLY  FM*  AVOMMOtrfM  DOCK.  M 
ttr  Oi^al  mtd  Bat  t^tct  Bmte  frmt  *r  Krtf 

nra»T-t*no>-  i>  k  \T»fc 


190a  19108 

Immigration  reached  its 
peak  in  the  first  decade  (A  the 
20th  centur>.  At  right 
\iews  of  the  acti\it\"  on  Ellis 
Island,  which  processed 
most  of  the  8. 8  miUion  who 
entered  the  U.S.  between 
1900  and  1910.  Far  right.  Lew 
is  Hine  s  study  of  an  immi- 
grant femily  earning  money 
shelling  peanuts  in  their 
tenement  home. 
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1891-1900:  3,687,564 


1901-1910:  8,795,386 


1911-1920:  5,735,811 


From  The  East 

Some  300,000  Chinese 
landed  on  the  Pacific  Coast 
between  1850  and  1882, 
when  the  flatly  racist  Chi- 
nese Exclusion  Act  was 
passed.  A  good  many  came 
because  of  economic  ca- 
tastrophe; The  Taiping  Re- 
bellion begun  in  1848 
devastated  the  economy  of 
southeast  China.  Left,  a 
late  1870s  comment  on  vio- 
lent anti-Chinese  senti- 
ment. Right,  a  trestle  span- 
ning the  High  Sierras  in 
1874,  built  largely  by  Chi- 
nese labor. 


E   ARCrMENT    OK  NATI0.V.\L1TY 


Media  And  Messages 

The  growing  use,  and 
power,  of  photography  add- 
ed greatly  to  public  con- 
sciousness of  immigrants  in 
the  U.S.  Left,  a  view  of 
steerage  passengers  in  1885. 
Right,  Lewis  Mine's  clas- 
sic portrait  of  an  Italian  fam- 
ily. Far  right,  a  Scandi- 
navian family  debarking  at 
Ellis  Island. 
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L6gal  Immigration:  1921-1977 


1921-1930:  4,107,209 


1931-1940:  528,431 


1920/19308 

Know-Nothiiigism  lived  on 
into  the  20th  centun.  Right,  a 
parade  of  Ku  Kkix  Klanners 
on  July  4,  1924  in  Long 
Branch,  N.J.  The  process  of 
integrating  newcomers  went 
on,  too  I  next  right,  a  citizen- 
ship class),  but  the  sharp  quota 
system  enacted  in  1924  re- 
flected the  dominant  political 
mood.  The  long  trial  of  radi- 
cals Sacco  and  Vanzetti  ( third 
right  I  polarized  feelings. 
Professor  and  .Mrs.  Albert  Ein- 
stein (far  right)  were  ad- 
mitted to  the  U.S.  in  1933  onl\ 
after  screening. 


1940/1 950s 

In  the  aftermath  of  World 
War  II,  U.S.  immigration  poli- 
cy was  subjected  to  new 
stress.  Right  a  survivor  of  Nazi 
terror  reunited  with  Ameri- 
can kin  in  1946  under  existing 
law.  Next  right,  a  "displaced 
person  "  in  a  European  camp. 
Man\  such  were  unwilling 
to  return  to  homelands  occu- 
pied b\  Russian  troops,  but 
could  not  win  entrv. 


1960/1 970s 

\\  ith  tlif  passage  of  new 
legislation  in  1965,  immigra- 
tion has  turned  sharply  up 
again.  The  motives  of  the  peo- 
ple who  ctime  remain  the 
same;  flight  from  oppression, 
flight  to  opportunity.  Right, 
a  Cuban  immigrant  in  Miami. 
Next  right,  a  cancer  surgeon 
from  South  .\frica  in  Houston. 
Third  right,  an  Indian- 
owned  sari  shop  in  New  York. 
Fourth  right,  a  Vietnamese 
familv  in  California. 
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1941-1950:1,035,039      1951-1960:2,515,479      1961-1970:3,321,677  1971-1977:2,900,885 


More  Stress 

Powerful  opposition  to 
significant  revision  of  immi- 
gration law  continued. 
Left,  the  late  Senator  Pat 
McCarran  of  Nevada, 
who  fought  to  keep  the 
gates  shut  tight.  Right, 
Ellis  Island,  which  was 
closed  down  in  19.54.  Far 
right,  Hungarians  fleeing 
across  the  border  to  Aus- 
tria in  the  1956  uprising 
against  the  communist 
state.  Of  more  than  200,000 
who  escaped,  38,000 
were  admitted  to  the  U.S. 


New  Factors 

Immigration  is  now  ap- 
proaching levels  not  seen 
since  the  turn  of  the  cen- 
tury. The  numbers  of  those 
coming  here  legally  are 
more  than  matched  by  those 
getting  in  illegally.  In 
psychology  and  in  circum- 
stance, it  is  the  illegals 
who  most  closely  parallel 
earlier  gen(>rations  of  im- 
migrants. The  U.S.  remains 
the  place  others  come  to 
change  their  lives.  But 
there  are  no  guarantees. 
Right,  a  German-American 
who  came  to  the  U.S.  in 
the  18(^X)s  and  sharecropped 
most  of  his  life. 
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riie  latest  Mmds  in 

communicatioiis: 

Roclcvvdl-Cdliiis. 


'Your  can 
will  be  taken 
1^  the  next 
available  operator^' 


The  fast  answer  is 
one  of  the  many  benefits  of 
Rockwell-Collins  communi- 
cation systems.  For  a  free 
sample  of  that  benefit,  phone 
American  Airlines.  Orthe 
reservations  number  of  any 
other  major  U.S.  air  carrier. 
Or  car  rental  agencies.  Or 
major  credit  card  companies, 
hotel  chains,  or  insurance 
firms.  All  these  companies  — 
and  more  —  use  Rockwell- 
Collins  digital  voice  switching 
systems  for  automatic  call 
distribution  of  high  volume 
telephone  traffic. 

What  that  says  about 
our  switching  capabilities  is 
repeated  again  and  again 
with  reference  to  our  other 
communication  systems. 
In  satellite  communications, 
we're  building  the  world's 
largest  network  of  satellite 
earth  stations  for  the  Corpo- 
ration for  Public  Broadcasting 


'American  Airlines, 
may  I 
help  you?'* 


and  PBS.  The  microwave 
transmission  system  we're 
providing  for  Saudi  Arabia, 
and  the  radar  microwave  link 
system  used  for  air  traffic 
control  throughout  the  U.S. 
are  typical  examples  of 
Rockwell-Collins'  quality  and 
reliability 

Our  systems  are 
designed  to  serve  —  alone 
or  in  combination  —  any  area 
that  involves  a  large  volume  of 
voice  or  data  communications. 
They're  doing  just  that,  all  over 
the  world.  In  railroads,  banks, 
stock  exchanges,  telephone 
and  pipeline  companies,  to 
name  just  a  few.  And  that's 
what  they  can  do  for  you. 

When  you  come  to 
Rockwell-Collins,  we  can 
provide  a  total  turnkey  instal- 
lation —  from  consultation  to 
systems  to  training  —  or  any 
part  of  your  communications 
requirements. 


Let  us  send  you 
information  on  any  one  or  all 
five  areas  of  our  communi- 
cation technology: 
Analog  and  digital  microwave 
systems.  Voice  and /or  mes- 
sage switching  systems.  Earth 
stations  for  commercial  satel- 
lite communication  systems. 
Broadcast  equipment  for  AM 
and  FM  radio  stations. 
Transmission  test  products 
for  control  and  management 
of  communication  networks. 
For  more  information, 
write  to  the  Commercial 
Telecommunications  Group, 
Rockwell  International, 
Dallas,  Texas  75207. 
Or  call  214/996-5000. 
Telex;  73307 


Rockwell 
International 


...where  science  gets  down  to  business 


The  Collector's  Series 
1979  Lincoln  Continental  and  MarkV 

Perhaps  the  last  Continentals  on  this  grand  scale. 
The  Collector's  Series  Lincoln  Continental. 
The  most  luxurious  1979  Lincoln,  roomiest  sedan  in  America.* 
And  the  Collector's  Series  Mark  V  with  its  own  elegant  roof  design. 


LiNCOLN-MERCURY  DIVISION 


'Based  on  EPA  Interior  Volume  Inde 


Don't  Fight  'Em:  Join  'Em 

How  does  a  smallish  company  survive  in  the  wild  and  woolly  semi- 
conductor business?  AMI's  Glenn  Penisten  hopes  he  has  the  answer. 


Late  Friday  afternoon  at  American 
Microsystems,  Inc.  eight  corporate  vice 
presidents  go  through  the  same  weekly 
ritual,  a  not-too-subtle  reminder  of  how 
much  Chairman  Glenn  Penisten  wor- 
ships discipline.  They  write  memos  de- 
tailing accomplishments  of  the  past  week 
and  set  goals  for  the  coming  week.  Then 
the  vice  presidents  gather  it  all  up  and 
send  it  to  Penisten. 

On  Saturday,  the  lean,  gray-haired  en- 
gineer pores  over  the  correspondence, 
making  notes  and  scrutinizing  the  week 
past  at  AMI.  If  Glenn  Penisten  fails  at 
nursing  back  to  health  what  once  was  a 
promising  semiconductor  producer,  it 
won't  be  because  he  didn't  know  what 
was  going  on  inside  the  Santa  Clara, 
Calif,  company. 

Penisten's  brand  of  discipline  is  de- 
signed to  steer  AMI  back  into  the  thick 
of  the  competitive  (and  lucrative)  semi- 
conductor market.  Penisten,  46,  has  suc- 
ceeded in  putting  together  seven 
straight  profitable  quarters,  but  he  isn't 
out  of  the  woods.  AMI  will  report  a  loss 
for  the  current  third  quarter,  and  while 
Penisten  vows  the  fourth  quarter  will  be 
profitable,  operating  net  and  revenues 
for  the  entire  year  aren't  likely  to  be 
much  above  1977  net  of  $2.8  million 
(including  a  $1  million  tax  credit)  on 
revenues  of  $71  million. 

In  a  year  when  many  semiconductor 
firms  are  chalking  up  sales  and  earnings 
increases  of  25%  or  more,  that  may  not 
seem  so  impressive.  But  AMI  is  in  so 
much  better  shape  than  it  was  when 
Glenn  Penisten  came  on  board  in  August 
1976  that  it  is  worth  looking  at  how  he 
did  it.  AMI  was  founded  in  1966  by  four 
bright  young  scientists  who  knew  little 
about  marketing  or  financial  controls.  In 
the  early  1970s  AMI,  like  its  Silicon  Val- 
ley neighbor  Intel  Corp. ,  was  heavily 
involved  in  the  production  of  semicon- 
ductor memory  devices.  Intel  wisely 
drove  full  tilt  into  the  rapidly  expanding 
memory  markets.  Alas,  AMI's  executives 
let  memory  product  development  slide 
while  trying  to  break  into  the  chancy 
digital  watch  business.  The  result:  AMI 
floundered,  losing  $600,000  in  1975  and 
$10.7  million  in  1976,  while  rival  Intel 
grew  to  become  the  most  profitable 
semiconductor  company  in  America. 

Penisten  says  that  when  he  arrived, 
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AMI  Chairman  Glenn  Penisten 


Leading  a  comeback? 

"AMI  employees  were  split  into  two 
feuding  factions.  Bank  of  America  and 
Citibank  were  thinking  about  calling 
ami's  $13  million  unsecured  loan,  and 
our  stockholders  were  in  utter  dismay. 
Bankruptcy  was  a  real  possibility.' 

Penisten  came  to  AMI  from  Datran, 
Sam  Wyly's  ill-fated  effort  to  build  a 
nationwide  microwave  digital  transmis- 
sion network,  where  he  was  president. 
But  his  real  schooling  was  at  Texas  Instru- 
ments, where  he  spent  16  years  learning 
TI's  famed  approach  to  the  research, 
planning  and  budgeting  disciplines. 

Before  taking  the  top  job  at  AMI,  Pen- 
isten insisted  that  the  company's 
founders  relinquish  control.  "AMI  need- 
ed more  than  a  new  president,  "  Penisten 
explains,  "it  needed  an  entirely  new  cul- 
ture." Penisten  moved  quickly  to  con- 
solidate hisjpower.  He  took  over  all  plan- 


on  two  employee  factions  that  were  bick- 
ering about  which  direction  the  company 
ought  to  be  going.  Penisten  pledged  the 
company's  assets  as  security  for  AMI's 
previously  unsecured  loans,  winning  at 
least  a  brief  respite  from  AMI's  nervous 
creditors.  Then  he  wrote  a  letter  to  the 
financial  community,  telling  analysts  that 
he  wouldn't  talk  to  them  for  six  months. 
It  turned  out  to  be  a  year.  "I  pulled 
down  the  curtain,  "  he  explains,  "saying, 
'Bankers  and  analysts,  please  go  away.' 
We  needed  time  to  develop  a  plan." 

Penisten  faced  two  more  enormous 
problems:  how  to  keep  the  bankers  off 
his  back  permanently  and  how  to  pre- 
vent an  unfriendly  takeover  attempt,  a 
distinct  possibility  considering  AMI's  2.2 
million  shares  were  widely  scattered 
among  several  thousand  disgruntled 
shareholders. 

In  one  stroke  Penisten  dispatched  both 
nagging  bankers  and  the  takeover  threat. 
He  talked  Robert  Bosch,  GmbH,  a  major 
AMI  customer  and  leading  German  man- 
ufacturer, into  paying  $14.2  million  for 
749,000  authorized  but  unissued  AMI 
shares.  Bosch  paid  $19  a  share  for  stock 
that  had  a  market  price  of  less  than  $10, 
but  it  wound  up  with  a  25%  interest  in 
AMI  and  assured  itself  an  important  sup- 
plier and  development  partner. 

Penisten  realized  early  on  that  AMI 
was  too  small  to  comfortably  finance  all 
of  the  major  research  it  needed  to  stay  in 
the  vanguard  of  semiconductor  develop- 
ment. So  he  decided  that  AMI  should 
continue  pursuing  its  bread-and-butter 
product,  custom-made  integrated  cir- 
cuits. That  business,  which  now  com- 
prises 70%  of  ami's  total  sales,  is  not 
immensely  profitable  but  it  is  relatively 
riskless.  Major  customers  such  as  IBM 
and  Northern  Telecom  (Canada's  West- 
ern Electric)  often  finance  the  design 
work  and  then  agree  to  purchase  entire 
orders  of  specially  made  circuits.  Thus, 
AMI  spends  little  of  its  own  money  on 
design,  and  isn't  stuck  with  a  large  in- 
ventory of  circuits  should  the  semicon- 
ductor market  evaporate. 

Penisten  then  signed  long-term,  mul- 
timilUon-dollar  joint  development  con- 
tracts with  companies  such  as  Bosch, 
Borg-Warner  (which  bought  half  of 
Bosch's  AMI  stock  in  1977),  and  Gold 
Star  Co.,  Ltd.,  which  is  the  electronics 
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I  THl^JK  we  CM  com  TO  A  DeciSiQKi  Rmr 

KCW,  WtU  S&ND  yc^U  500  IN  ASSCf^TtP  colcrs! 
"iBSj  WHICH  C<?LC(3  DOKi'T  yoO  W^^N/T?  HMM... 
yeu  (?6ALiXE  THAT  IV\EAWS  WE'LL  HAVE 

Tb  R&p/^ckAae"....i^pt>s T(? OUR  cost:  yes. 

y^eti^  LQck  Oc\NN  THE  COWtf^H  THAT  SAYS' 
'eROK^N  PACk'Aaf^*.  i;H4|UH^...TO0  HIGH? 

TELL  Voo  WHAT,  9lMce  IT^  /A  Qt^ANnTK 
ORDc^^  I'M  WILLING  TO  SFUl  THE  OiffB^eNCE 
OVER  IhE  PRICE  CRiCiWALLY  aOOTED, 
y£^Sf...Ok'Ay  yoi^L  <i£T  ALL  Tfii^  COLORS. 
EXCEPT  Tl-t^  BLUG.  WE^L,  iVHENi  2  T/^iLKEP 
TO  YOUR  fY\R.  PETRIH  HE  SAlP  iT  WAS  ALL 
RlGriT  OH  y£S,  r  TAIKEV  To  HIM.  S'/^IP 
HOU  HAVe  ENOUOH  /^^  ST^cK'.  eUOOCH  TO 

Hold  ycu  for  AWH/Le.  S>!^/p  tc:)  tell  Vao  /f 

you  HAD  AWY  DOUBTS^  UH-H(;^,  OH,  OF  COl^/OT, 

You're  \  h  a  Binp?_  wgii  cjet  that  o/?der 

ON  A  PL/^NE 

THAKiK  you. 


(e^gooTh 


$6J5  FOR  THREE  MINUTES 
TO  EUROPE.  AND  YOU  GET  AN 
IMMEDIATE  SALE. 

It's  $6.75  (plus  tax)  when  \  ou  pick  up  the  phone  and  call  Paris. 
Berlin.  Amsterdam,  Madrid.  That  rate  is  for  most  of  Western  Europe. 
station-tO'Station.  It's  even  less  to  some  countries  at  night  or  on 
Sunda\-. 

But  the  beauty  of  it  is,  you  don't  have  to  wait  a  few  hours— or 
even  overnight— for  an  answer. 

And,  right  on  the  spot,  you  can  explore,  explain,  persuade— and 
close  the  sale. 


Bell  System 
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arm  of  South  Korea's  Lucky  Group. 

Looking  for  a  new  product  area,  Peni- 
sten  next  decided  to  risk  his  limited  de- 
velopment funds  on  VMOS,  a  three-di- 
mensional variation  of  the  popular  two- 
dimensional  .MOS  (metal-oxide-silicon) 
integrated  circuit.  AMI  is  sharing  its 
VMOS  technology  with  Texas  Instru- 
ments, not  only  to  spread  the  cost,  but 
hoping  that  the  industry  leader  will  pro- 
duce VMOS  products,  giving  the  tech- 
nology the  credibility  it  needs  to  gain  a 
significant  part  of  the  memory  market. 
"I'm  not  like  some  of  our  competitors, 
Penisten  says.  "We're  not  going  to  wave 
the  red  flag  in  TI's  face.  I  d  rather  work 
with  TI  and  have  40%  of  the  market  than 
work  against  them  and  wind  up  with 
nothing.  ' 

Penisten  is  also  keeping  a  wary  eye  on 
other  giants  and  would-be  giants,  includ- 
ing IBM  and  the  Japanese.  He  is  closely 

".  .  .  Penisten  told  the 
financial  community  he 
wouldn't  talk  to  them 
for  six  months  .  .  ." 


monitoring  Japan's  effort  to  become  as 
dominant  in  semiconductors  as  it  has  in 
televisions  and  stereos.  But  Penisten 
also  says  he  is  keeping  an  eye  on  South 
Korea,  whose  "technology  is  today 
where  Japan  s  was  only  a  few  years  ago.  " 
In  July  AMI  agreed  to  establish  Goldstar 
Microsystems,  Inc.,  a  SIO  million  semi- 
conductor joint  venture  with  Gold  Star 
in  Korea  aimed  at  selling  integrated  cir- 
cuits to  Korea  s  fast-growing  electronics 
industry. 

If  the  Penisten  strategy — cautious  and 
wary  in  a  gambler  s  business — succeeds, 
it  will  pay  off  handsomely  for  the  archi- 
tect himself  Although  Penisten's  salary 
(S12.5.000  last  year)  isn't  spectacular,  his 
stock  option  is  impressive.  Penisten 
holds  AMI  stock,  options  and  warrants 
with  current  market  value  of  approxi- 
mately double  his  exercise  price  of 
S88.5.60O.  The  stock  now  sells  at  18.  up 
from  a  low  of  7  two  years  ago.  In  July  it 
sold  as  high  as  2.5. 

While  spending  12  hours  a  day  this 
year  implementing  his  plans  at  AMI's 
unadorned  Santa  Clara  offices.  Penisten 
has  managed  to  shed  35  pounds  by  exert- 
ing a  little  discipline  on  himself.  "I've 
been  getting  up  at  5:30  every  morning 
and  jogging,  "  he  says.  "I've  got  two  run- 
ning courses,  one  flat  and  the  other  hilly. 
If  I  catch  myself  opting  to  run  the  flat 
one  several  days  in  a  row,  I'll  force  my- 
self to  get  up  and  run  the  hilly  course. 
That's  discipline.  " 

But  so  is  the  tricky  business  of  running  a 
smallish  semiconductor  business  in  which 
the  potential  rewards  are  enormous  but 
where  a  single  misstep  can  ruin  you.  ■ 
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American  Airlmes  announces 
full fare  treatment for  full fare  passengers. 


YOU  GET  WHAT 
YOU  EWFOR. 


A  special  Coach 
section  for  full  fare 
passengers  only. 

When  you  pay  full  fare 
on  American,  you  sit  in  a 
special  full  fare  Coach 
section,  where,  chances 
are,  you'll  have  more 
room  to  work  or  relax. 

You  get  what  you  pay  for 

Pre-reserved  seating  and 
round-trip  boarding  passes.  V 

You  can  choose  your  seat  when 
you  make  your  reservation.  On  any 
American  flight,  including  connections 
and  your  flight  back  home.  Just  be  ready 
to  board  15  minutes  before  departure 

You  can  even  get  all  your  boarding 
passes  ahead  of  time,  to  avoid  all  the  lines. 

On  American,  you  get  what  you  pay  for. 


Faster  service 
and  more  carry-on 
luggage  space. 

On  American,  full  fare 
passengers  are  served  first. 
So  you'll  get  drinks 
faster.  And  on  meal 
flights  you'll  enjoy  the 
widest  selection  of  entrees. 
We'll  even  reserve  lots  of 
carry -on  luggage  space, 
just  for  you.  So  call  us 
or  your  Travel  Agent,  and 
get  the  full  fare  treatment 
you  deserve.  On  American, 
you  get  what  you  pay  for. 


We  re  American  Airlines,  Doing  what  we  do  best. 


What  do  you 
see  when  you  look  at 

a  2x4?  It  depends  on  your  perspective. 

You  might  see  a  support  for  your 
house,  or  a  measure  of  our  nation's  eco- 
nomic pulse. 

You  might  see  the  makings  of  many 
logging,  manufacturing  and  construction 
jobs,  or  the  unmaking  of  many  trees. 

We  see  all  these  things,  and  more.  We 
see  an  important  part  of  what  we  do  for 
our  living,  a  "staff  of  life"  of  sorts. 

We  make  lumber,  as  well  as  a  variety 
of  products  made  from  lumber— like  roof 
trusses,  siding,  window  frames,  cabinets, 
even  factory-built  houses. 

We  also  see  the  trees  that  stand  behind 
these  products,  and  we  recognize  the 
obvious:  no  trees,  no  2x4s. 

So  we  strive  to  manage  our  forests  in 
a  way  that  reconciles  your  perspectives 
and  ours,  to  provide  satisfactory  jobs, 
products,  profits  and  thriving  trees. 

If  we  succeed,  everybody  wins.  You 
the  worker,  consumer,  investor  and  citizen. 
And  we  the  employees  and  shareholders 
of  Boise  Cascade. 

Reason  enough  to  try,  don't  you  think? 

Boise  Cascade  Corporation 

A  company  worth  looking  at. 


The  Dark  Horse 


Bill  Wishnick's  Witco  Chemical  is  a  nag  in  a 
field  of  thoroughbreds.  But  he  who  neighs  last  neighs  best. 


By  ROBERT  J.  FLAHERTY 

W  ith  money  so  expensive,  the  capital- 
intensive  chemical  industn.  has  lost 
some  of  its  glamour.  Here  is  an  industr\ 
where  SI  in  plant  insestment  produces 
barely  85  cents  in  additional  sales;  with 
capital  costing  10%  and  more,  chemical 
industr\  profitability  is  obviously  being 
squeezed. 

Under  the  circumstances,  the  special- 
ty chemical  business  looks  better  and 
better.  The  s{)ecialt\  houses  buy  their 
raw  materials  from  other  chemical  com- 
panies— which  use  huge  amounts  of  cap- 
ital— and  process  it  in  their  own  plants, 
which  are  far  less  c-ostly.  Take  .Manhat- 
tan-based Witco  Chemical.  Its  Chairman 
William  VN'ishnick,  whose  famiK  holds 
17%  of  the  stock,  says  that  he  can 
squeeze  SI. 50  to  S2.50  in  sales  out  of 
every  single  dollar  invested  in  plant. 
Thus,  on  a  modest  profit  margin  he  can 
make  a  better  return  on  his  capital  than 
the  giant  commodity  produc-ers  can.  And 
he  has  the  capital.  This  year.  Witco  uill 
spend  a  record  S35  million  for  plant  and 
equipment,  but — and  this  is  rare  in  the 
chemical  business — Witco  will  finance  it 
entireh  out  of  cash  flow . 

Witco  has  an  outstanding  record.  It 
went  public  in  19.58  at  $5  (adjusted  for 
stock  splits)  and  now  sells  for  S23.  not 
down  too  much  from  its  alltime  high  of 
$29  in  1%9.  Its  dividend  yield  is  about 
5.5%,  the  result  of  18  dividend  increases 
in  the  last  20  years.  When  Bill  Wishnick 
took  over  from  his  father  and  became 
chairman  in  1964.  sales  were  S135  mil- 
lion and  earnings,  S6  million  (75  cents 
per  share).  Sales  will  be  over  S700  mil- 
lion for  1978  and  estimated  profits  over 
S28  million-^3.30  per  share,  fully  dilut- 
ed, versus  1977's  record  S2.6.5.  Consid- 
ering Witco  has  a  modest  debt-to-equity 
ratio  of  onK  39%,  last  \ear's  return  on 
equit\-  of  nearly  15%  is  impressive.  By 
contrast,  Du  Pont  s  return  was  only 
14.1%,  Monsanto's  was  12.2%  and  Un- 
ion Carbide  s  was  12.3%. 

But  many  investing  institutions  still 
turn  up  their  noses.  Typical  is  specialty 
chemical  company  anaKst  Luke  F.  Wil- 
liams of  Ingalls  &  Sn\der,  who  sa\  s.  T 
wouldn't  dream  of  even  following  Witco. 
It  has  a  bunch  of  low  market  shares  and 


I'm  only  interested  in  companies  that 
really  dominate  their  markets  and  make 
a  lot  of  money.  " 

Such  views  explain  why  Witc-o's  cur- 
rent price /earnings  multiple  is  only  7 
versus  10  to  20  for  similar  c-ompanies, 
such  as  Lubrizo!  and  Mallinckrodt. 


He  has  a  plan— called  biting  the  bullet. 

Unlike  more  glamorous  companies 
like  Du  Pont  or  Dow.  Witco  rose  from 
humble  beginnings.  Bill  Wishnick  s  fa- 
ther, Robert,  a  one-armed  Russian  im- 
migrant, drove  a  wagon  in  Chicago  ped- 
dling pots  and  pans.  Robert  Wishnick, 
who  still  sits  on  the  board  at  86.  almost 
went  broke  around  1900  when  a  bolt  of 
lightning  spooked  his  brand-new  $25 
bargain  horse,  which  bolted,  running 
away  with  the  load.  Later,  he  turned  to 
selling  chemicals,  and  Witc-o  was  born. 

"What's  wrong  with  your  horse?" 
Forbes  asked  Bill  Wishnick.  a  cheerful 
man  of  50. 

Wishnick  liked  that.  This  interview  is 
going  to  be  fun,  "  he  bubbled,  then  ad- 
dressed himself  to  the  quer\': 

'The  trouble  is  our  profit  margin,  "  he 
answered.  "Last  \ear  it  was  only  3.9%. 
That  s  reaUy  ven.  low.  "  It  is  low  .  Nalco  s 
and  Petrolite  s  are  over  11%. 

Until  1954  Wishnick  s  father  w  as  c-on- 
tent  being  a  selling  agent  for  other  spe- 


cialty chemical  companies — low  margin 
but  low  investment,  too.  But  volume  had 
reached  the  point  in  two  or  three  lines 
where  it  w  as  just  a  question  of  w  hen  the 
manufacturers  would  take  over  the  sell- 
ing themselves.  So  Wishnick  began  inte- 
grating Witco  backwards  into  manufec- 


turing.  He  did  this  partly  by  building 
plants  and  partly  by  acquisition. 

But  because  Witco  started  as  a  selling 
agent,  it  has  generally  more  diversity  but 
less  product  dominance  than  many  simi- 
lar special^.'  companies  that  started  mak- 
ing a  product,  then  branched  out.  For 
e.xample,  its  Kendall  brand  of  Pennsylva- 
nia motor  oil  is  onl\  number  three  in  a 
smallish  market.  Its  asphalt  and  coal  tar 
products  are  lower  %et.  NaturalK  the 
companies  with  the  most  dominant  prod- 
uct market  positions  get  the  bigger  vol- 
ume and  profits.  For  example.  Dexter 
Corp.  has  55%  to  70%  of  its  main  prod- 
uct lines  market  and  has  a  net  profit 
margin  of  almost  6%. 

"But  I  have  a  plan.  "  Bill  Wishnick 
confided. 

"Plan"  is  not  quite  the  right  word.  Bite 
the  bullet  is  more  like  it.  In  the  early 
1970s,  he  had  decided  to  pioneer  a  new 
process  and  build  a  plant  to  make  poly- 
but\lene,  which  then  goes  into  making 


84 


FORBES,  OCTOBER  30,  1978 


plastic  rubbish  bags.  But — like  most  new 
plants — it  didn't  work  the  way  the  engi- 
neers predicted.  Worse,  the  big  com- 
modit\'  chemical  companies  clearly  had 
marked  the  business  as  their  own.  So 
Wishnick  sold  the  plant  last  year  to  Shell 
Chemical. 

"Also,  "  says  Wishnick,  "maybe  be- 
cause we  were  in  the  mood  we  closed 
down  two  other  losing  operations.  ' 
Combined  1977  aftertax  loss  of  the  trio: 
59  cents  per  share. 

Without  that  trio  of  losers  last  year's 
profit  margin  would  have  jumped  from 
3.9%  to  almost  4.5%.  So  Wishnick  confi- 
dently claims  that  reaching  his  previous- 
ly announced  goal  of  a  5%  profit  margin 
will  be  a  piece  of  cake. 

"This  is  still  not  a  big  company,  "  he 
says.  "I  like  to  think  of  us  as  a  collection 
of  small  companies  in  the  specialty 
chemical  and  oil  business.  Our  units  con- 
centrate on  one  thing  while  the  big  guys 
worry  about  hundreds,  if  not  thousands. 
So  we  think  in  our  little  arenas  we  can  do 
a  better  job.  " 

Witco  already  has  some  strong  prod- 
uct positions.  It  ranks  number  one  in 
marketing  private  label  detergents  for 
supermarkets.  Once  it  tried  its  own  na- 
tional brand,  which  flopped.  Says  Wish- 
nick, "It  was  a  good  thing  to  try  to  do.  It 
made  everyone  around  here  realize  that 
we  do  have  our  Hmitations.  It's  good  to 
know  them.  " 

Witco  is  number  one  in  making  fully 
refined  white  mineral  oil  used  in  phar- 
maceuticals, cosmetics  and  plastics. 
Likewise  it  has  a  promising  experimental 
product  called  petroleum  sulfonate 
which  is  used  in  recovering  oil  in  strip- 
per wells. 

Wishnick  notes  Witco's  proven 
strength  is  in  formulating  specialty  prod- 
ucts to  meet  customer  specifications  and 
applications.  He  also  notes  there  are 
hundreds  of  small  specialty  companies 
he  can  acquire.  "I  wouldn't  do  a  big 
tender  because  that  would  change  the 
character  of  the  company  and  I  like  it  the 
way  it  is,  '  says  he.  But  so  far  this  year 
he's  made  $23  million  worth  of  small 
ones,  all  for  cash. 

"By  1981  we'll  hit  $1  billion  in  sales 
with  no  adjustments  for  the  acquisitions 
well  certainly  make,"  he  says.  "When 
we  get  the  5%  profit  margin,  I'll  raise  the 
target  to  5V2%  or  even  6%.  "  Such  mar- 
gins would  mean  earnings  per-share  in 
the  $5.80  to  $7  range  and  a  return  on 
equity  of  20%  or  more. 

Cocky?  No  denying  it.  Billy  Wish- 
nick— they  call  him  that  in  the  com- 
pany— is  a  man  who  marches  to  his  own 
drummer.  He  likes  to  race  stock  cars  and 
he  is  one  of  the  few  American  CEOs  who 
actually  sport  beards.  "When  you  come 
back  in  a  couple  of  years  to  check  wheth- 
er we  met  the  goals,  I'll  still  be  here,  "  he 
called  out  cheerfully  after  our  departing 
reporter.  ■ 
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inc  LuiiiMiiiics  ui  yuui  picd^ure.  l&M  L&M  LIGHTS  DECADE  LARK  CHESTERFIELD  EVE 
VELVET  GRANGER  EDGEWORTH  REDMAN  ALPO  LIV-ASNAPS  RINSENVAC  BLVJELIJSTRE 
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...and 


Shown  above:  DP  SUPERSTAR  and  DP/HALEX  products. 
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Two  On 
The  Aisle 

When  it  comes  to 
live  entertainment, 
Broadway's  got  the 
glamour  but  big  busi- 
ness has  the  bucks. 


By  PAUL  GIBSON 

It's  unusual  for  an  International  Busi- 
ness Machines  Corp.  spokesman  to  be 
flustered.  But  clearly  the  PR  man  was 
embarrassed  as  he  kept  insisting  that 
IBM  just  does  not  go  in  for  this  type  of 
thing.  In  Detroit  a  spokeswoman  for 
General  Motors  was  equalh  touchy.  At 
Ramsey,  N.J.  a  vice  president  for  Okon- 
ite.  Inc.,  the  smallish  wire-  and  cable- 
maker,  huffed,  "I  don't  care  to  discuss 
this  matter  with  an  outsider.  " 

What  skeletons  in  the  corporate  closet 
was  Forbes  tr>ing  to  uncover?  Corpo- 
rate bribery?  The  purloining  of  trade 
secrets?  Hank\'-panky  in  the  executive 
suite?  Nothing  that  sinister.  We  only 
asked  how  much  money  companies  are 
spending  nowadays  for  singers,  come- 
dians and  other  professional  entertainers 
to  perform  at  business  functions  such  as 
conventions,  trade  shows  and  sales 
meetings. 

'A  touchy  subject,  "  says  President 
FrankKn  Dickson  of  New  York's  Ray 
Bloch  Productions,  Inc.,  explaining  wh\- 
so  few  firms  wanted  to  talk  with  Forbes. 
"But  you  will  find  that  many  companies 
use  live  entertainment  more  often  than 
they're  prepared  to  admit.  " 

The\  do  indeed:  This  \ear  the  figure 
could  easiK  hit  SI  billion,  roughly  dou- 
ble the  level  of  five  years  ago. 

Although  few  firms  match  the  SI. 5 


tal  at  the  meeting,  "  he  pleaded.  Fair 
enough.  Almost  invariably  IBM  serves 
up  entertainers  as  part  of  a  dinner  after 
the  day  s  business  is  done. 

Ford  Motor  Co.  had  Ella  Fitzgerald 
sing  at  nine  banquets  for  dealers  to  cele- 
brate its  7.5th  birthday,  while  Okonite 
used  singer  Vikki  Carr  for  its  centenary 
bash.  General  Motors,  in  addition  to 
staging  spectacular  shows  that  routinely 
feature  chorus  girls  for  its  regional  deal- 
ers, will  this  month  pick  up  the  tab  at  the 
American  Truckers  Association's  New 
York  convention  for  a  huge  luncheon 
where  the  attraction  will  not  be  the  meat 
and  potatoes  but  Benny  Goodman  and 
his  orchestra. 

The  idea,  explains  Mallon,-  Factor,  an- 
other New  York  producer,  is  to  add  some 
razzmatazz  to  what  otherwise  might  be  a 
dull  meeting.  "You  boost  morale  when 
your  salesman  goes  home  and  tells  his 
neighbor,  "Guess  who  I  saw  perform  last 
night.'  " 

Big-name  entertainers  don't  come 
cheap.  An  evening  with  Ella  Fitzgerald 
backed  by  a  15-piece  orchestra  runs 
around  S25,000  or  so;  while  Bob  Hope 
reportedl\-  is  now  asking  S40,000  for  a 
45-minute  performance. 

"For  live  entertainment,  SI  billion  a 
year  may  be  a  conservative  estimate, 
says  Joseph  Coates,  who  helped  stage 
International      Harvester's  corporate 
shows  for  38  years.  If  Coates  is  right,  that 


".  .  .  This  is  a  touchy  subject,  but  you  will 

find  that  more  companies  use  live  entertainment 

than  they  are  prepared  to  admit' .  .  ." 


million  Broadway-style  show  and  break- 
fast that  privately  held  Milliken  Co. 
holds  for  its  textile  buyers  annualK .  doz- 
ens of  other  firms  now  hav  e  seven-figure 
budgets  for  singers,  musicians  and  danc- 
ers. Armstrong  Cork,  the  carpet  and 
home  furnishings  producer,  and  Shaklee 
Corp.,  the  vitamin  distributors,  are  just 
two  companies  with  in-house  staffs  to 
produce  entertainment  designed  to  h\pe 
their  sales  forces  or  soften  customers' 
defenses. 

Just  this  spring  various  IBM  divisions, 
for  example,  presented  at  least  seven 
shows  for  key  employees  in  Hawaii  and 
Phoenix  with  top-liners  like  Glen  Camp- 
bell and  Paul  Anka.  As  IBM's  PR  man 
eventually  admitted,  IBM  regularly 
hosts  such  private  shows,  typically  at 
luxur\-  resorts  in  places  like  Hong  Kong 
or  Bermuda.  "But  please  put  in  a  phrase 
that  the  entertainment  is  just  an  inciden- 


means  corporations  and  trade  associ- 
ations spend  almost  five  times  as  much 
for  professional  entertainers  as  theater- 
goers paid  for  tickets  for  all  the  Broad- 
way shows  that  ran  in  New  York  or  on 
the  road  last  season. 

Says  \\ashington,  D.C.  producer  Jack 
Morton,  "For  ever\'  $100,000  spectacu- 
lar there. are  probably  a  hundred  S 15. 000 
events.  And  thousands  more  each  cost- 
ing onl\  a  handful  of  dollars.  \\'hen  Met- 
ropolitan Life  honors  its  top  performers, 
the  reward  is  an  invitation  to  their  presi- 
dent s  conference  dinner-dance,  where 
the  bill  for  the  band  and  a  forgettable 
singer  is  a  few  thousand  dollars.  On  occa- 
sion. United  Technologies'  Pratt  & 
Whitney  Aircraft  engine  division  uses 
pithiK  scripted  puppet  shows  to  humor 
Pentagon  brass  at  armaments  trade 
shows,  while  New  York  s  Central  Feder- 
al Savings  Bank  throws  block  parties 


FORBES,  OCTOBER  30,  1978 


with  stilt  walkers,  clowns  and  strolling 
musicians  to  promote  Sunday  banking. 

Such  shows  are  of  course  a  big  boost 
for  the  entertainers.  Few  people  know 
singer  Jeannie  Steele  by  name,  but  the 
former  Miss  Maryland  makes  a  six-figure 
living  by  playing  what  are  known  in  the 
trade  as  "club  dates'  for  business  groups. 
"I  do  about  150  dates  a  year  for  firms  like 
Firestone,  Viking  Books  and  National 
Car  Rental,  says  Steele,  who  was  once 
flown  by  IBM  to  Hong  Kong  for  a  one- 
night  appearance.  "I'm  an  unknown  who 
is  successful.  "  And  earning  more  than 
many  of  the  corporate  VPs  she  enter- 
tains. Well-known  but  slightly  dated 
stars  like  Mel  Torme  today  look  to  the 
corporate  circuit  for  a  third  or  more  of 
their  income.  "I  love  these  shows,  "  says 
Ella  Fitzgerald,  who  received  two  stand- 
ing ovations  at  a  CBS  radio  network  con- 
vention last  month.  "The  audiences  are 


warm  and  the  companies  spoil  us. 

Predictably,  most  shows  are  put  on  to 
reward  outstanding  performance — IBM 
entertains  only  its  best  or  most  consis- 
tent achievers — or  to  hype  interest  in 
new  products.  Increasingly,  however, 
more  firms  are  turning  to  actors  and 
singers  to  help  conference  speakers  put 
across  a  message  at  working  meetings. 

"Slide  shows  are  passe'  and  industrial 
theater  is  now  in  style,  says  producer 
Dickson,  who  in  1977  quit  his  job  as  a 
business  professor  at  Fairleigh  Dickin- 
son University  for  the  more  lucrative 
work  of  advising  firms  how  best  to  use 
entertainers  at  their  meetings.  Safer  to 
use  singers,  says  Dickson,  rather  than 
comedians — difficult  to  control  and 
sometimes  lewd — -and  avoid  the  star  who 
looks  great  during  a  4-minute  segment 
on  the  Johnnie  Carson  show  but  be- 
comes a  bore  in  a  40-minute  show. 


As  the  use  of  live  entertainment  at 
business  functions  increases,  so  do  the 
costs  and  the  need  to  top  last  year's 
show.  After  renting  the  second  floor  of 
Sardi  s  restaurant  in  New  York  for  an 
after-show  party  with  the  cast  of  Shenan- 
doah at  a  convention  for  office  products 
dealers  last  year,  Toshiba,  the  Japanese 
e(juipment  maker,  hired  two  paddle 
steamers  for  a  lavish  musical  ride  down 
the  Mississippi  River  for  this  year's 
meeting  in  St.  Louis.  "The  dealers  ex- 
pect it,  "  sighs  Toshiba  Advertising  Man- 
ager Steve  Makulka. 

Significantly,  even  the  spoilsports  at 
Internal  Revenue  accept  the  deductibil- 
ity of  these  shows  as  a  legitimate  busi- 
ness expense.  What  worries  the  compa- 
nies is  that  stockholders  might  object  to 
so  lavish  a  use  of  their  money.  But  why 
should  they— if  the  shows  produce  favor- 
able results  on  the  bottom  line?  ■ 
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Who  would  have  thought  % 
you  could  insulate  a  vineyaid  « 
against  freezing  by  freezing  it? 


Grapes  must  be  irrigated  to 
flourish  and  mature.  And  insulated 
to  be  protected  against  chilling,  kill 
ing  frost.  Johns-Manville  has  a  way  to 
do  both  with  one  system. 


;  I   To  protect  grapes  against  a  sudden  devas- ' 
tating  frost,  grape  growers  keep  one  step  ahead 
of  the  weather.  As  the  temperature  approaches 
freezing,  they  turn  on  an  irrigation  system 
that  actually  insulates  the  vineyard.  Because 
when  water  freezes  it  gives  up  energy.  So  if  a 
continuous  spray  of  water  is  applied  to  the 
fragile  grape  buds,  enough  energy  is  released 
to  protect  the  buds  and  keep  them  from  dying 
on  the  vine. 

The  water  freezes  instead  of  the  grapes. 

Johns-Manville  supplies  the  irrigation 
system  (the  pipe,  the  sprinklers,  the  controls) 
to  help  assure  a  full,  robust  harvest  of  grapes 
and  other  essential  crops.  And  the  same  irriga- 
tion system  that  keeps  a  vineyard  warm  when 
the  weather  turns  cold  also  keeps  it  moist  when 
the  weather  is  scorching. 

Controlled  irrigation  systems  are  only  one 
of  many  clear  examples  of  the  innovative  kind 
of  thinking  that  has  brought  Johns-Manville  to 


the  forefront  of  the 
pipe  and  irrigation 
industries. 

In  addition,  J-M 
is  a  worldwide  manu- 
facturer of  fiber  glass 

products,  non-fiber  glass  insulations,  roofing 
materials  and  industrial  products.  We  also 
mine  and  process  asbestos  fiber  and  other  basic 
non-metallic  minerals.  And  each  business  seg- 
ment is  backed  by  a  company  with  120  years  of 
experience. 

To  discover  more  about  a  $1.5  billion 
company  that  can  put  its  problem-solving  capa- 
bilities to  work  for  you,  write  Johns-Manville 
Corporation,  P.O.  Box  5705-J,  Denver,  Colorado 
80217. 


Johns-Manville 

Ideas  to  build  on. 


Just  A  Minute, 
Marshall  McLuhan 


Are  Americans  reading  more?  Certainly  they  are  paying  more. 


By  CYNTHIA  SALTZMAN 

If  m.\N"H,\ttan  isl.\xd  tomorrow  were 
submerged  under  la\  a.  archaeologists  of 
the  future  might  conclude  we  were  a 
societ\-  of  literati.  Pocketed  in  the  con- 
crete, steel  and  glass,  they  would  discov- 
er hundreds  of  miles  of  bookshelves  t530 
miles  at  the  New  York  Public  Library 
alone'  Uned  «ith  millions  of  books.  In 
one  square  mile  of  mid-Manhattan  they 
would  find  36  bookstores.  In  a  ten-block 
stretch  along  Fifth  Avenue  they  would 
uncover  enough  palatial  book  estabUsh- 
ments  to  build  a  case  for  literar\  addic- 
tion; Brentanos.  Barnes  6c  Noble. 
Scribner  s.  Doubleday.  Rizzoli. 

Of  c-ourse.  Manhattan  is  the  most 
highly  saturated  book  market  in  the 
countr\ .  but  the  rest  of  the  U.S.  has  also 


witnessed  a  bookstore  rampage.  In  the 
last  t^^■o  decades  the  number  of  book- 
stores in  Americ-a  has  quadrupled  from 
2.885  to  12.000.  This  year  Americans 
will  spend  So. 5  billion  on  books — 72% 
more  than  in  1972.  Book  publishing, 
with  revenues  of  S4.3  billion,  is  approxi- 
mateh  239t  larger  than  net\TOrk  tele\i- 
sion.  nemesis  and  reputed  assassin  of  the 
printed  word. 

Add  to  that  the  S14.6-billion  newspa- 
per industr\  up  50%  in  total  revenues 
since  1972'  and  the  over  S4  billion  maga- 
zine industrs  !ad  revenues  up  62.4% 
since  1972).  and  printed  communications 
seem  far  from  moribund.  Marshall 
McLuhan  notwithstanding. 

But  don  t  write  off  Dr.  McLuhan. 
With  all  the  acti\it>  in  publishing. 
Americans  as  a  whole  are  not  reading 


more  books — just  spending  more.  The 
total  number  of  books  sold  in  the  U.S. 
this  year  will  be  about  1.41  billion,  less 
than  the  1.47  billion  of  1974.  .\lthough 
magazine  circulation  is  at  an  alltime  high 
of  263  million,  per  capita  circulation  is 
still  below  the  1969  record.  New  spapers 
may  be  flooded  with  advertising  rev- 
enues, but  circulation  has  remained  lev- 
el for  a  decade.  Librarx  circulation  per 
capita  fell  6%  from  1965  to  1974. 

Most  telling  of  all.  ac-c-ording  to  a  study 
by  the  University  of  Texas,  nearly  one- 
fifth  of  the  population  can  bareK  read. 
This  19%  of  the  countr\  is  "fiinctionally" 
illiterate;  They  cannot  e\en  read  labels 
on  medicine  bottles,  much  less  The 
Great  Gauby- 

W'hy  have  book  sales  grown  so?  High- 
er prices,  of  course.  Much  higher  prices. 


Drub:, 


443  bookatof—  on  on*  island   th*  most  compotitiv*  maritot  in  th«  country. 
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HartSchaffner& 
Success 


Heritage"  Cloth  suits.  From  the  Corporate"  Collection.  Dacron"  polyester  and  wool  worsted. 

Hart  Schaffner&  Marx 

36  South  Franklin  Street,  Chicago,  Illinois  60606.  O  197B  Hart  Services,  Inc 


You  can  t  get  a  best-seller  for  under 
S8.95.  and  textbooks  can  run  to  840.  A 
decade  ago  the  best-selling  The  Day  of 
the  Dolphin  sold  for  $5.95.  Book  prices 
outpaced  inflation  by  a  margin  of  20% 
from  1972  to  1976. 

And  the  good  news  is  this;  "The  peo- 
ple who  read  are  reading  more.'  says 


Martin  Levin,  president  of  the  book 
publishing  group  for  the  Times-Mirror 
Co.  True,  the  total  number  of  books  sold 
today  does  not  match  the  number  sold 
four  %  ears  ago.  but  books  sold  to  individ- 
uals have  increased  by  a  third  in  the  last 
five  years  and  now  total  over  1  billion 
books  a  year.  While  schools  and  libraries 


bu\  feuer  books,  book-reading  individ- 
uals bu\  more.  "'There  is  a  long-term 
trend.  sa\s  industry  statistician  John 
Dessauer.  "toward  the  consumer  and 
awas  from  institutions.  The  sales  propor- 
tion to  the  consumer  is  increasing  all  the 
time  and  at  the  moment  it  seems  to  be 
strong  in  bookstores.  '  Last  year  libraries 
purchased  1 1  million  fewer  books  than 
the\  did  five  years  ago;  for  schools  the 
drop  was  50  million. 

.■\s  publishing  becomes  more  and 
more  a  consumer  products  industry', 
marketing  becomes  more  important. 
".\lfred  Knopf  once  said  the  only  way  a 
book  is  sold  is  by  word  of  mouth.  "  says 
.\ndrew  H.  N'eilly  Jr.,  president  of  John 
\\'ile\'  &  Sons,  the  professional-  and  te.xt- 
hook  publisher.  "That  may  have  been 
true  when  he  published  H.L.  Mencken, 
hut  it  s  certainK'  not  true  of  most  books 
toda\.  You  have  to  have  a  pipeline 
through  which  these  things  find  their 
wa%  to  where  the  customer  is.' 

Witness  the  rise  of  the  nation's  two 
major  bookstore  chains;  Daxton- Hud- 
son s  B.  Dalton  and  Carter  Havsley 
Hale  s  Waldenbooks.  Dozens  of  smaller 
chains,  like  Marboro  in  New  York  and 
Crown  Books  in  Washington,  have  ap- 
peared in  cities  across  the  countr\.  Like 
fast  food,  the  two  big  chains  followed  the 
middle  class  to  the  suburbs.  (Dalton 
claims  its  customers  are  predominant- 
ly   25-to-35->  ear-old  college-educated 
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professionals  and  managers  with  incomes 
over  $15,000.)  In  just  12  years.  B.  Dai- 
ton  has  captured  about  lO'yf  of  the  retail 
market.  This  year  it  has  opened  new 
stores  at  the  rate  of  one  a  week.  And  in 
November  it  will  open  a  100.000-title 
store,  one  of  the  largest  in  the  countr>'. 
in  the  midst  of  Manhattan  s  book-selling 
fray,  which  it  estimates  is  a  S95  million 
market.  Daltons  328  outlets  will  sell 
some  45  million  books  this  \ear  and  its 
revenues  will  be  about  $178  million, 
25%  above  last  year  s.  In  terms  of  out- 
lets, not  revenues.  Waldenbooks  is  even 
bigger:  It  now  has  400  stores  in  40  states. 

These  hvo  bookstores  have  brought 
contemporan*'  chain-store  controls  to  the 


Browsejs — Netc  York 


Television  hasnt  won  tliem  all. 

traditionally  low-margin,  high-inventor> 
bookshop.  "Our  computerized  inventor) 
system  tells  us  every  book  that  is  sold  in 
even,'  store  ever\'  day.  b\  title  and  by 
vendor,"  says  Flo\'d  Hall.  Dalton  s  40- 
year-old  president — who  came  to  books 
through  Montgomer>'  Wards  retailing 
ranks,  rather  than  through  seminars  on 
English  literature. 
The  computer,  says  Hall,  enables  Dal- 


ton  to  spot  trends  immediately  and  re- 
stock titles — topically  30.000  in  a  store. 
It  simplifies  the  major  difficulty  of  book- 
selling: the  vast  number  of  titles. 

A  bookstore  has  to  sort  through  some 
418,000  books  in  print  in  the  U.S., 
42,000  new  titles  this  year  and  3.400 
vendors  w  ith  a  variet\'  of  discount  sched- 
ules. Even  with  Dalton  s  system,  it  took 
tour  years  to  make  money.  Last  year 
pretax  earnings,  about  SI4  million  on  the 
S178  million  in  sales,  were  some  40% 
above  1976.  This  year  they  are  expected 
to  rise  20%.  (Hall  claims  that  postage 
increases  will  cost  SI  million.) 

"One  of  the  inhibiting  factors  in  the 
consumer  book  industrv  has  been  the 
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Offering  credit  to  customers  .  . .  when  they  need  it . . .  the  way  they 
want  it .  .  .  closes  sales  right  on-the-spot! 

That's  why  retailers,  distributors,  dealers  and  manufacturers  have 
discovered  that  having  General  Electric  Credit  Corporation's  tailored 
sales  financing  programs  is  like  adding  a  team  of  extra  salesmen. 

Because  GECC  has  successfully  served  many  markets  .  . .  commercial, 
industrial,  retail  and  consumer ...  for  nearly  50  years,  we  know 
our  plans  work. 

But  GECC  does  a  lot  more  than  just  provide  specialized  credit. 
We  develop  programs  that  make  it  easy  for  customers  to  buy,  and  furnish 
hard-hitting  merchandising  and  promotion  tools  that  make  it  easy  for 
salesmen  to  sell.  It  a4J  adds  up  to  "credit-plus"  selling  power  for  you! 

GECC  can  give  you  whatever  you  need.  Time  sales,  leasing, 
revolving  credit,  private-label  revolving  charge  plans,  inventory  financing, 
vendor  leveraged  leasing,  home  improvement  loans  and  many  other 
sales-building  financing  services. 

Plug  into  GECC's  selling  power  today.  Call  David  H.  Williams,  V.P. 
Marketing,  at  (203)  357-4241.  Or  write. 


General 
Electric 
Credit 

CORPORATfON 


Administrative  Offices: 

260  Long  Ridge  Rd.  •  Stamford.  CT  06902 


lack  of  distribution  outside  of  the  major 
metropolitan  areas,"  says  E.  Wayne 
Nordberg,  of  Prescott,  Ball  &  Turben,  a 
consultant  to  the  industry.  "The  chains 
are  overcoming  some  of  that.  " 

Book  clubs  were  the  first  hardcover 
distribution  pipeline  to  less  populated 
parts  of  the  country.  They,  too,  are  thriv- 
ing. In  1958  there  were  56  book  clubs  in 
the  U.S.;  now  there  are  198,  some  highly 
specialized  like  Doubleday's  Mystery 
Guild  and  Science  Fiction  Book  Club. 
Book  clubs  identify  their  readers  by 
magazine  or  direct  mail  advertising  and 
connect  publishers  to  them. 

Today  publishing  houses  themselves, 
like  Wiley,  increasingly  are  using  direct 
mail,  pioneered  by  publishers  like  Time- 
Life  in  the  1950s.  This  year  some  151 
million  books  will  be  sold  by  direct  mail. 

Perhaps  the  most  successful  form  of 
book  distribution  has  brought  the  mass 
market  paperback  to  drug  stores,  super- 
markets, airports  and  newsstands.  Pa- 
perbacks have  proliferated  since  the 
1930s,  when  Simon  &  Schuster  brought 
out  Pocketbooks.  Now  some  12  paper- 


back publishers  sell  about  512  million 
books  a  year  in  the  U.S.  Consider  that 
the  Immigrants,  a  mass  market  best-sell- 
er, has  sold  1.6  million  copies  and  Thurs- 
day the  Rabbi  Walked  Out,  a  hardback 
best-seller,  has  sold  60,000.  Significant- 
ly, many  of  these  paperback  publishers, 
like  Dell  Publishing,  were  started  by 
magazine    publishers — distributors,  in 


".  .  .  There  is  a  long- 
term  trend  in  books  toward 
the  consumer  and  away 
from  the  institutions  .  .  ." 


short  as  well  as  publishers.  Mass  market 
paperbacks  sell  well  not  only  because 
they  cost  a  fraction  of  the  price  of  a 
hardback  but  also  because  they  are  avail- 
able in  so  many  places. 

Yet  Martin  Levin  of  Times-Mirror 
thinks  that  the  distribution  systems  are 
still  not  good  enough.  Says  he:  "Every- 
one has  a  computer,  but  try  to  find  a 


specific  book  on  Renaissance  architec- 
ture, on  Fifth  Avenue.  The  computers  at 
the  publishers  are  going  to  have  to  be 
linked  to  the  computers  at  the  retailers. 
You  should  be  able  to  order  books  and 
have  them  the  next  day.  " 

As  for  the  books  being  sold,  nonfiction 
as  a  whole  has  overshadowed  fiction.  The 
paperback  best-seller  list  reflects  special- 
ization with  a  string  of  self-help  books, 
including  The  Woman  s  Dress  for  Suc- 
cess Book  and  Hoic  to  Flatten  Your 
Stomach.  Yet  a  single  blockbuster  novel 
can  sell  millions  more  copies  than  most 
nonfiction  books  (and  marketing  plays  a 
large  role  in  this  game,  too). 

Whether  people  read  what  they  buy  is 
a  different  story.  Some  110  million  tele- 
vision sets  murmur  on  across  the  nation. 
But,  as  many  have  observed,  they  too 
now  serve  the  printed  word.  Nothing 
stimulates  sales  like  an  author's  appear- 
ance on  television.  Galsworthy's  Forsyte 
Saga  sent  people  to  the  Victorian  novel. 
Marshall  McLuhan  may  have  been  right, 
but  publishers  seem  to  be  listening  to 
the  message.  ■ 


A  VOLUME  OF  Virginia  Woolf's  letters 
costs  $15.  Walt  Rostow's  latest  book. 
World  Economy:  History  and  Pros- 
pect, is  priced  at  $35.  Richard  Avedon's 
recent  collection  of  photographs,  $50. 
No  wonder  publishers  worry  that  even 
the  most  committed  bibliophiles  may 
revolt  at  today's  prices. 

But  a  few  publishers,  including 
IDION  Verlag  and  C.E.  Giunti-G. 
Barbera  Editore  in  Europe,  and  Har- 
ry N.  Abrams,  Inc.  and  Harcourt 
Brace  Jovanovich,  Inc.  in  the  U.S., 
have  found  a  small,  lucrative  niche  in 
the  market,  where  you  can  charge 
nearly  as  much  for  ^  lavishly  pro- 
duced, limited  edition  of  a  new  book 
as  for  a  Mercedes. 

Take  the  "facsimile  edition  "  of  John 
James  Audubon's  Birds  of  America, 
produced  by  HBJ  s  Johnson  Reprint 
Corp.  One  of  the  original  four-vol- 
ume sets  published  from  1827  to  1838 
recently  sold  for  $396,000  at  Chris- 
tie's. Reproduced  by  advanced  photo- 
graphic methods  as  a  replica  of  the 
original,  HBJ's  1972  Audubon  edi- 
tion, limited  to  250  sets,  sold  at 
$5,500  a  set  when  it  first  came  out.  By 
1975  the  price  was  $9,000  and  the 
series  sold  out.  HBJ  recently  bought 
back  three  Audubon  sets  and  is  resell- 
ing them  for  $35,000  apiece. 

Two  years  ago  HBJ  published  998 
sets  of  an  edition  of  Leonardo  da  Vin- 
ci's Codex  Atlanticus.  Price:  $10,000 
a  set.  So  far,  over  800  have  been  sold. 
This  month  IDION  Verlag  in  Munich 
will  publish  895  facsimiles  of  the  Gu- 


Superbooks 


Books,  costly  and  ran 


What  Is  the  ceiling? 


tenberg  Bible  for  $7,500  apiece. 

Harry  Abrams  does  it  differently.  It 
offers  contemporary,  limited-edition 
prints  by  artists  like  Joseph  Albers 
along  with  a  book  to  enhance  its  value 
as  a  collectors'  item. 

For  HBJ,  revenues  from  facsimiles 
are  insignificant — $2  million,  or  only  a 
fraction  of  1%  of  the  publisher's  $371 
million  total  revenues  last  year — but 
"if  you  sell  out  an  edition  of  1,000,  it's'a 
good  return,  "  says  HBJ  Executive 
Vice  President  Jack  O.  Snyder. 

Obviously,  the  collectible  value  of 
such  books  is  what  many  are  buying. 
But  like  any  collectible,  from  paint- 
ings to  inkwells,  the  market  is  thin 
and  the  investment  could  be  a  risk. 

But  for  the  publishers,  superbooks 
appear  to  be  a  profitable  diversion. 
HBJ  is  spending  about  $2  million  to 
reproduce  another  Leonardo  master- 
piece— 998  sets  of  an  edition  of  the 
Renaissance  artist's  "Windsor  Ana- 
tomical Drawings  (in  the  British  roy- 
al collection  at  Windsor  Castle), 
priced  at  $5,000  a  set.  By  merely 
licensing  the  foreign  editions,  HBJ 
claims  to  have  more  than  recovered 
the  original  costs  of  production. 

Obviously  only  a  few  publishers 
can  handle  this  kind  of  project,  and 
only  a  few  booklovers  or  libraries  can 
afford  to  buy  them.  But  there  is  plen- 
ty of  subject  matter  from  the  past. 
HBJ  is  now  considering  giving  the 
superbook  treatment  to  the  23-vol- 
ume  Description  of  Egypt  commis- 
sioned by  Napoleon  in  1798.   — C.S. 
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We^/e  developed 
a  whole  new  way 

for  businesses  to  select 
a  communications  system 


Business  Sales  Centers  gather  together  in  one  place  the  people, 
products,  even  computers,  to  help  business  people  reach  fast,  effec- 
tive decisions  about  their  telecommunications  systems. 


Report  from  fctra 


To  27,000,000  people,  GTE  is  the  telephone 
company. 

Included  in  that  number  are  nearly  a  million 
businesses,  and  they  account  for  about  half  our 
telephone  revenues. 

You'd  think  it  would  be  a  cinch  to  serve  such  a 
market.  And,  in  fact,  with  communications  a  con- 
stantly growing  part  of  businesses'  vital  needs, 
we  have  been  serving  it  very  well. 

But  things  keep  changing.  Today,  a  remark- 
able variety  of  new  telecommunications  systems 
and  products  have  come  into  being.  In  addition 
to  "normal"  telephone  service,  we  regularly  pro- 
vide data  communications,  paging,  intercom  and 
many  other  services. 

So,  to  make  it  easier  than  ever  for  businesses  to 
choose  what's  I'ight  for  them  from  among  these 
systems,  GTE  has  come  up  with  a  whole  new  way 
to  work  with  this  huge  market. 

A  whole  new  marketing  concept. 

We  call  it  the  Business  Sales  Center.  What  it 
does  is  gather  in  one  place  the  people  business  cus- 
tomers need  to  talk  to,  to  reach  an  effective  deci- 
sion about  their  communications  needs.  It  also 
contains  a  broad  selection  of  the  very  latest  in 
equipment  and  services,  ranging  from  many 
types  of  phones  to  data  transmitting  products— 
and  even  the  new  ideas  and  concepts  just  now 
emerging  from  the  laboratory. 

See,feel,try,  select. 

Never  before  have  business  people  had  the  con- 
venience of  a  single  location  where  they  can  find 
the  answers  to  their  communications  questions. 


In  our  Business  Sales  Centers,  they'll  find  the 
experts  they  need  to  talk  to,  within  easy  reach . . . 

And  actual  working  models  of  the  products 
they'll  be  using,  in  a  businesslike  environment . . . 

And  a  computer  to  help  reach  an  effective  deci- 
sion, fast. 

Computer  analysis 
of  your  phone  needs. 

At  the  Business  Sales  Center,  the  customer 
and  a  GTE  Communications  Specialist  use  a  com- 
puter to  tailor  a  total  communications  system  to 
his  exact  needs. 

This  computer  brings  customers  into  contact 
with  our  vast  memory  storage  of  such  items  as 
present  customer  usage,  the  array  of  business 
communications  products  and  systems  available, 
and  how  each  meets  the  customer's  present  or  fu- 
ture needs. 

It's  not  a  theater,  not  a  show.  It's  a  real  inter- 
action between  customer  and  computer,  plus  the 
communications  specialist,  to  arrive  at  a  system 
tailored  for  you. 

This  is  a  complete  selection  process,  refined 
and  brought  to  life  with  the  great  speed  and  accu- 
racy of  a  computer.  There's  nothing  like  it,  any- 
where else. 

What  you  need  when  you  need  it. 

Business  Sales  Centers  represent  a  major  ad- 
vance in  serving  our  huge  business  telecommuni- 
cations market. 

They're  one  more  way  we  at  GTE  continue  to 
work  to  serve  all  our  markets  better. 


One  Stamford  Forum,  Stamford,  Connecticut  06904 


Burlington  Northern: 
An  Elephant  By  The  Tail 

We'd  like  to  have  him  by  something  else,  says  the 
elephant's  present  keeper,  but  the  prospects  don't  look  good. 


St.  Paul-headquartered  Burlington 
Northern,  Inc.  runs  the  U.S.'  longest 
railroad — some  24,653  route  miles  of  it 
stretching  from  Chicago  to  Seattle  and 
Winnipeg  to  Galveston.  That  sounds 
good  but  actually  it  is  terrible.  The  sheer 
cost  of  keeping  this  vast  empire  in  shape 
keeps  the  company  broke:  more  than 
$500  million  in  maintenance  of  way  ex- 
penses this  year  alone.  Look  at  it  this 
way.  Last  year  BN  had  a  shade  less  than 
$2  billion  in  transportation  revenues  and 
netted  just  $77  million — 3.85  cents  on 
the  revenue  dollar.  But  to  do  this  it  had 
to  maintain  $4.3  billion  worth  of  gross 
plant  and  equipment;  each  $1  in  proper- 
ty produced  a  mere  45  cents  in  rev- 
enues. In  the  past  five  years  BN  hiis  laid 
out  $L2  billion  for  capital  spending,  but 
it  earned  only  $340  million. 

In  the  last  seven  years,  calculates  rail 
expert  Isabel  H.  Benham,  president  of 
Printon,  Kane  Research,  Inc.  BN  has 
generated  cash  sufficient  to  cover  only 
60%  of  capital  expenditures,  forcing  BN 
to  raise  over  $300  million  in  nonequip- 
ment  debt:  With  less  than  a  3%  return 
on  its  invested  capital  and  with  interest 
rates  at  about  8%,  BN  is  actually  con- 
suming itself 

With  all  this  track  and  with  sparse 
revenues,  BN's  pretax  return  on  assets  in 
1977  was  2.2% — dead  last  among  the  ten 
major  Class  I  roads  (excluding  Conrail). 
In  many  key  operating  ratios,  BN  comes 
out  least  efficient. 

The  architect  of  all  this  is  60-year-old 
Louis  W.  Menk,  who  presided  over  the 
1970  merger  of  Northern  Pacific,  Great 
Northern,  the  Chicago,  Burlington  & 
Quincy  and  the  Spokane,  Portland  and 
Seattle  railroads  that  created  BN.  Last 
June,  BN's  directors  replaced  him  as 
chief  executive,  with  his  longtime  oper- 
ating man,  Norman  M.  Lorentzsen,  61. 
Menk  is  still  chairman,  but  will  be 
spending  a  lot  of  his  time  on  his  cattle 
ranch  outside  Billings,  Mont.,  far  from 
the  decision-making  center  in  St.  Paul. 

What  many  stockholders  would  like  to 
see  is  faster  development  of  BN's  vast 
natural  resource  holdings.  The  NP  was  a 
land  grant  road,  so  today  BN  has  1.5 
million  acres  of  timberland,  11  million 


barrels  of  oil  reserves  and  12  billion  tons 
of  low-sulfiir  coal  reserves  in  North  Da- 
kota and  Montana.  But  with  most  of  its 
money  going  into  upgrading  property, 
BN  has  never  been  able  to  take  fiill 
advantage  of  its  resources  like  Union 
Pacific  and  Santa  Fe.  In  1977  resources 


BN's  new  boss  Lorentzsen 


Searching  for  a  solution. 

accounted  for  a  mere  8%  of  BN's  rev- 
enues but  for  about  half  its  income. 

Tall,  reserved  Norm  Lorentzsen  was 
bom  in  a  company  house,  the  son  of  an 
NP  section  foreman,  and  has  spent  most 
of  his  life  working  for  the  railroad.  Since 
the  merger,  he  worked  his  way  up  from 
vice  president-operations  to  company 
president.  He  was  always  one  of  Menk  s 
operating  men  while  the  boss  developed 
the  strategies. 

Cautiously  ( T  don't  like  to  make  pub- 
lic projections  about  the  future"),  Lor- 
entzsen drops  a  few  hints  about  what 
BN's  future  will  look  like  under  his  di- 
rection: He  will  push  BN's  $100  million 
lumber  operations  faster  and  do  more — 
within  capital  limits — to  develop  oil,  gas 
and  coal.  In  fact,  capital  expenditures  for 


resources  increased  $20  million  in  1977, 
to  $35  million  this  year,  and  Lorentzsen 
says  in  the  future  they  11  grow  even  fast- 
er. BN's  $100  million  air  freight  business 
(the  nation's  third  largest),  begun  in 
1973,  will  also  be  expanded. 

But,  he  adds  (}uickly,  all  this  will  be 
tiny  compared  to  rail  expenditures.  Like 
Menk,  Lorentzsen  contends  that  the 
long,  expensive  task  of  upgrading  the 
road  will  eventually  pay  off. 

By  1980,  says  Lorentzsen,  the  major 
part  of  BN'S  rebuilding  program  will  be 
complete,  and  the  railroad  will  be  in 
shape  to  handle  the  1 15  million  to  140 
million  tons  of  coal  a  year  it  expects  to  be 
hauling  by  1982.  (It  originated  51  million 
tons  in  1977.) 

But  some  railroad  analysts,  like  Antho- 
ny B.  Low-Beer,  a  vice  president  at  L.  F. 
Rothschild,  Unterberg,  Towbin,  believe 
that  BN  management  may  be  again  un- 
derestimating the  task  ahead.  Hauling 
that  much  coal,  they  say,  may  wear  down 
the  track  so  quickly  that  a  large  part  of 
BN's  coal  revenues  (its  largest  single 
source  in  1977 — 21%  of  the  total)  will  be 
eaten  up  in  maintenance.  There  is  evi- 
dence that  this  is  happening  already: 
Between  a  July  1977  prospectus  and  a 
March  1978  proxy  statement,  the  com- 
pany hiked  its  estimate  of  needed  coal- 
related  track  replacement  by  about  15%. 
This  year,  partly  because  of  maintenance 
problems,  BN's  unit  coal  trains  have  had 
delays  of  up  to  30%,  and  some  analysts 
think  it  will  be  at  least  the  mid- Eighties 
before  the  railroad  can  handle  all  its 
anticipated  coal  traffic  efficiently. 

What  if  the  U.S.  coal  demand  isn't  as 
great  as  Menk  and  Lorentzsen  think? 
The  empbasis-on-coal  strategy  was  con- 
ceived by  Menk  during  the  OPEC  oil 
embargo  in  1973  when  a  massive  switch 
to  coal  seemed  inevitable.  However, 
utilities  are  not  shifting  to  coal  as  rapidly 
as  expected,  and  President  Carter's  en- 
ergy bill,  heavily  oriented  toward  coal, 
languishes  in  Congress.  BN's  coal  freight 
revenues  are  already  14%  below  projec- 
tions made  in  1975,  and  it  has  reduced 
its  1982  volume  estimates  by  about  10%. 

Many  of  BN's  ills  are  those  of  the 
railroad  industr\  as  a  whole.  But  BN's 
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Delta  is  an  air  line  run  by  professionals. 
Like  John  Muncus,  avionics  mechanic  and 
expert  electrician. 

John  has  been  pulling  wires  ever  since 
he  built  an  electromagnet  back  in  high  school. 
He  earned  his  stripes  as  aircraft  electrician  in  the  ^ 
Marine  Corps.  And  he  has  13  years  with  Delta  under  his  tool  belt.  ^ 

John  makes  sure  that  everything  with  a  wire  on  your  Delta 
jet  is  working  right.  And  he's  just  as  finicky  about  a  reading  light 
or  air  vent  as  a  fuel  indicator,  shown  here. 

When  it  comes  to  passengers,  John  Muncus  couldn't  care  more. 
And  that  goes  for  all  31,000  Delta 
professionals. 

Delta  is  ready  when  you  are:       i  ^ 


This  is  Delta  s  Wide  Ride  L-101 1  TriStar. 
a  $25  million  superjet.  The  "livinfr  room"  cabins  are 
S  feet  hifrh.  rilmost  19  feet  wide. 


are  complicated  by  the  thinness  oi  its 
capital  relative  to  its  investment  needs. 
With  long-term  debt  close  to  $1  billion, 
the  railroad  last  year  sold  a  convertible 
preferred  issue  to  increase  ec|uit\-  cap- 
ital. This  helped  a  bit  but  means  an 
eventual  dilution  of  15%  or  more  and 
contributed  only  a  drop  in  the  bucket 
compared  to  what  BN  needs. 

Even  with  record  '>ariiiiigs  of  al)()ut  $8 


Thk  trumpets — nay,  the  tumbrels — of 
the  merger  movement  are  sounding 
again  in  the  railroad  industry.  Burlington 
Northern  is  ;ifter  the  Frisco,  the  South- 
ern dallied  first  with  the  Missouri  Pacific 
and  then  turned  its  attentions  to  the 
Illinois  Central  Gulf  The  Southern  Pa- 
cific even  took  a  stock  interest  in  the 
Seaboard  and  still  held  on  after  Seaboard 
had  second  thoughts  and  began  talking 
merger  with  Chessie  System  instead. 
Railroad  problems  were  rising,  and  the 
memory-  of  the  Penn  Central  disaster  was 
finally  beginning  to  fade. 

All  this  makes  Richard  Saunders,  38, 
assistant  professor  ot  history  at  South 
Carolinas  Clemson  University,  more 
than  a  little  uneasy.  Saunders  has  just 
written  an  exhaustive  and  fascinating  ac- 
count of  the  railroad  merger  movement 
over  the  last  70  years — The  Railroad 
Mergers  and  the  Coinin<!,  of  Conrail — 
and  one  thing  the  history  of  that  period 
makes  clear  is  that,  whatever  their  pro- 
ponents suggest,  mergers  don't  offer  so- 
lutions to  the  U.S.  rail  problem. 

Saunders  makes  a  case  that,  overall, 
mergers  served  mainly  to  make  a  bad 
situation  worse.  Saunders  doesn  t  deny 
that  the  Burlington  Northern,  Seaboard 
Coast  Line,  Norfolk  &  Western  and 
Chessie  combines  were  at  least  modest 
successes,  but  because,  for  the  most 
part,  they  involved  mergers  of  two 
strong  roads,  the  result  was  to  weaken 
even  further  the  weaker  roads  that  re- 
mained. "Is  the  Norfolk  &  Western  justi- 
fied in  taking  the  choice  plums,  " 
Saunders  asks,  "when  the  effect  is  to 
leave  helpless  another  line  on  which 
many  states  and  industries  depend?" 
Saunders  clearly  doesn't  think  so. 

What  went  wrong,  Saunders  argues, 
was  basic.  Good  consolidations  of  weak 
roads  like  Milwaukee  Road  and  North 
Western,  Jersey  Central  and  Lehigh  Val- 


per  share  looming  this  year  and  with  the 
prospect  of  all  those  natural  resources, 
BN  stock  currently  sells  for  not  more 
than  six  times  this  year's  earnings  and 
about  30%  of  book  value. 

'Right  ,  now  we  have  an  elephant  by 
the  tail,  says  President  Lorentzsen. 
"We'd  like  to  have  him  by  somewhere 
else.  "  That  elephant  of  a  railroad  seems 
almost  impossible  fo  control  ■ 


ley  never  got  off  the  ground,  while,  with 
an  exception  or  two,  mergers  of  a  strong 
road  and  a  weak  one  were  not  even 
proposed.  More  to  the  point,  most  of  the 
mergers  that  were  undertaken  in  the 
Fifties  and  Sixties  were  postulated  on 
the  assumption  that  the  combined  rail- 
roads could  make  significant  savings  by 
eliminating  duplicate  facilities.  All  too 
often,  however,  the  expectations  were 
simply  unrealistic. 

You  could  merge  the  largely  parallel 
Erie  and  Lackawanna,  for  instance,  but 
when  it  came  to  actually  abandoning 
track,  you  discovered  that  the  lines  that 
had  the  lower  costs  weren't  the  lines  that 
had  the  traffic,  so  you  couldn't  scrap 
either;  in  the  end  Erie  Lackawanna 
abandoned  only  a  few  short  segments. 

"Private  enterprise,'  says  Saunders, 
"didn  t  diagnose  its  problem  ver\-  well. 
And  the\'  should  have  known  better. 
There  were  plenty  of  early  signs  that 
mergers  weren't  going  to  work.  After  the 
cost  of  the  mergers  and  all  the  disloca- 
tion they  caused,  strong  roads  stayed 
strong;  marginal  roads  stayed  marginal.  " 

Saunders  believes  the  proposed  Union 
Pacific-Rock  Island  merger  would  almost 
certainly  have  bankrupted  at  least  the 
North  Western  and  the  Milwaukee,  just 
as  the  Burlington  Northern  merger 
played  a  major  role  in  pushing  the  Mil- 
waukee over  the  brink. 

With  most  of  the  eastern  roads  ab- 
sorbed into  the  Conrail  system,  and  still 
deep  in  the  red,  Saunders  doesn  t  see 
any  solution  other  than  permanent  gov- 
ernment subsidy.  In  order  to  put  itself 
on  a  profitmaking  basis  Conrail  would 
have  to  shut  down  industries  and  cost 
people  jobs  all  along  its  lines.  "The  idea 
that  the  company  can  be  profitable,  "  he 
says,  "and  still  receive  all  this  public 
money,  I  find  just  impossible.  Congress 
isn't  going  to  appropriate  money  for 


(Ueiv.son  s  Richard  Saunders 


Trumpets  or  tumbrels? 

Conrail  if  it  s  ruthlessly  cutting  off  jobs 
and  shutting  down  facilities." 

Saunders  isn  t  even  sure  that  it  s  feasi- 
ble to  pursue  the  wholesale  abandon- 
ments that  have  been  proposed  as  a  solu- 
tion to  the  Conrail  problem.  "I  m  not 
sure  you  can  do  that  without  doing  se- 
vere violence  to  the  industrial  geography 
of  the  Northeast.  The  solution,  he  says, 
is  to  nationalize  the  Conrail  system  and 
be  done  with  it.  "Let's  face  the  prob- 
lem,' he  says,  "and  say  a  nationalized 
Conrail  is  necessary  to  serve  a  serious 
social  function.  Its  purpose  is  to  support 
the  private  industries  dependent  on  it. 

The  industry's  best  hope,  Saunders 
argues,  is  to  seek  the  cost  benefits  of 
consolidation  through  coordination  of 
services  and  facilities  rather  than 
through  merger:  to  consolidate  duplicate 
facilities — lines,  yards,  stations — and  to 
develop  joint  run-through  freights  that 
would  cross  tsvo  or  more  railroads  as  if 
they  were  one.  "The  most  important 
projects  could  be  realized  short  ot  merg- 
er, "  he  says.  "Two  independent  compa- 
nies can  make  it  run  like  clock'work.  " 

But  time  is  running  short,  he  warns: 
"Once  upon  a  time,  the  railroad  problem 
was  limited  to  New  England,  then  it 
spread  throughout  the  Northeast.  Now, 
its  clear  it  s  spread  into  the  Midwest, 
and  there  may  be  some  early  warning 
signs  popping  up  in  the  South.'  ■ 


Look 

Before  You  Leap 

Some  railroad  mergers  probably  have  done 
more  harm  than  good.  Is  merger  the  wrong 
cure  for  what  ails  this  huge  industry? 
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Color  Me  Golden 


Is  Binney  &  Smith  a  prime  takeover  candidate?  Probable  answer: 
Why  sell  out  when  you've  got  a  good  thing? 


By  THOMAS  JAFFE 

E\'ER  SINCE  1961  an  anxious  pack  of 
corporate  suitors  has  been  greedily  eye- 
ing Binney  &  Smith,  Inc.,  a  tasty  $73 
niilhon  (sales)  dish  of  a  company,  head- 
quartered in  the  lush  rolling  farmland  of 
Easton,  Pa.  The  lure  is  all  in  one  word: 
Crayola.  Binney  &  Smith  is  the  nation's 
number  one  manufacturer  of  crayons;  its 
share  of  this  S9()  million  (retail)  market  is 
estimated  as  high  as  80%.  These  familiar 
wax  coloring  sticks  produce  about  half  of 
corporate  revenues  and  even  more  of 
profits.  How  many  products  these  days 
have  gross  margins  of  60%?  Crayolas  do. 
Few  others.  Only  a  few. 

Well  over  150  acquisition  offers  have 
poured  into  Binney  &  Smith  in  the  past 
seven  years.  All  have  been  turned  down 
cold  but  one — and  that  was  a  stock  trade 
deal  with  Chesebrough-Pond's,  Inc. 
back  in  1972  that  fell  apart  at  the  last 
moment.  The  descendants  of  cofounder 
Edwin  Binney  own  42%  of  the  com- 
pany's 2.7  million  shares.  The  Binney 
clan,  more  than  100  strong,  doesn't  want 
to  give  up  control.  At  least  not  yet. 

"Why  should  they?"  says  Russell  J. 
McChesney,  61,  the  stocky  cherubic- 
looking  chairman,  president  and  CEO 
who  has  refused  those  an.xious  suitors. 
(McChesney,  not  a  family  member,  start- 
ed at  the  company  as  an  office  boy  43 
years  ago,  taking  off  only  for  World  War  II 
when  he  won  the  Croix  de  Guerre  as 
sergeant  major  of  a  reconnaissance  tank 
squadron.)  "The  company  is  the  goose 
that  lays  the  Binneys'  golden  egg.  " 

A  jumbo-sized  egg,  to  be  sure.  This 
year  they  will  divvy  up  over  .$1  million  in 
dividends.  Half  of  that  money  goes  to 
three  family  members;  the  late  Edwin 
Binney  s  two  daughters,  aged  88  and  90, 
and  their  52-year-old  nephew,  a  promi- 
nent West  Coast  art  collector. 

With  that  kind  of  Ownership.  Binni'\ 
&  Smith  is  clearly  slated  for  eventual 
ac(|uisition.  Meanwhile,  why  not  just  let 
the  suitors  dangle,  while  the  bids  get 
better  and  better?  In  the  last  year  the 
stock  has  doubled  to  24  with  a  price/ 
earnings  ratio  of  10. 

But  it  Tnay  be  a  long  wait.  The  Binney 
ladies  are  scarcely  pressed  for  cash.  Their 
father  was  ([uite  an  entrepreneur.  He  also 
started  the  Columbian  Carbon  C^o.,  some 


of  whose  shares  were  used  by  his  heirs  in 
19.55  to  buy  out  their  relatives,  the 
Smiths,  from  their  Crayola  holdings.  The 
Binneys  eventually  sold  Columbian  Car- 
bon to  Cities  Service  Co.  in  return  for 
stock.  Mr.  Binney  founded  the  St.  Lucie 
County  Bank  as  well,  later  sold  to  Sun 
Banks  of  Florida  for  another  block  of 
stock.  Then  there  was  a  passel  of  Florida 
real  estate,  since  sold  ofl  in  return  for 
certificates  of  deposit,  government  bonds 
and  the  like.  So  there  is  plenty  of  stock  et 
al.  to  unload  for  the  everlasting  benefit  of 
Uncle  Sam  without  breaking  the  family's 
hold  on  the  company. 

Binney  &  Smith  has  recovered  smartly 
from  its  earnings  collapse  in  the  early 
Seventies.  The  rising  cost  of  raw  materi- 
als for  making  crayons  knocked  1974 
earnings  down  to  79  cents,  a  36%  drop 
from  two  years  earlier.  In  1978  the  com- 
pany will  net  about  $6.4  million,  or  $2.35 
a  share.  The  company  has  an  18%  return 
on  ecjuity.  McChesney  is  predicting  a 
10%  compound  growth  rate  through 
198.5 — doubling  the  company  s  size. 

There  are  two  reasons  for  this  come- 
back; pricing  and  demographics.  Until 


Binncij  6  Smith's  McChesney 


A  kid  at  heart  in  crayon  heaven. 


McChesney  took  over  in  1971,  Binney  & 
Smith  had  raised  Crayola  prices  just 
three  times  in  68  years.  Since  he  was 
promoted  from  head  of  marketing,  those 
prices  are  up  more  than  100%.  Also, 
from  1965  to  1975  the  number  of  chil- 
dren under  five  dropped  2%  a  year. 
Over  the  next  decade,  however,  that  age 
group  is  estimated  to  grow  at  least  2% 
annually.  That  means  a  whole  new  clutch 
of  kids  whose  mothers  will  go  out  and 
buy  the  familiar  yellow-and-green 
Crayola  boxes  chock  full  of  crayons. 

McChesney  also  plans  to  tack  that 
Crayola  trademark  onto  lagging  product 
lines  such  as  children's  watercolors  and 
modeling  cla\.  Lately,  Binney  &  Smith 
has  entered  the  $40  million  marker  mar- 
ket; selling,  of  course,  under  the  Crayola 
brand  name.  The  goal  is  to  hook  the 
kiddies  on  a  new  drawing  instrument  as 
they  mature  out  of  crayons. 

Binney  &  Smith,  the  hot  accjuisition 
property,  is  now  also  becoming  an  actjiiis- 
itor.  Last  year  it  outbid  CBS,  Inc.  to  buy 
Silly  Putty  Co.  for  $3  million.  These 
squishy,  bouncy  chunks  of  silicone  rubber 
will  net  the  company  a  10%  profit  this  year 
on  sales  of  $4  million.  Binney  &  Smith  can 
afford  other  acquisitions  because  by  year- 
end  it  will  have  only  $12  million  in  long- 
term  debt  (equal  to  about  30%  of  share- 
holders' equity),  and  over  half  of  that  is  in 
capitalized  lease  obligations. 

So  why  sell  out?  Certainly  Chairman 
McChesney  is  in  no  hurry.  He  earns 
$151,300  a  year  and  he  owns  about 
23,000  shares  of  Binney  &  Smith.  "I've 
been  buying  this  stock  for  24  years," 
McChesney  says,  "and  I  haven't  sold  a 
share  yet.  The  only  other  guy  I  ever 
heard  who  said  that  was  the  late  Mr. 
Mott  of  General  Motors.  Somebody 
asked  him  if  it  was  the  right  time  to  sell 
CM  and  he  replied,  "  T  wouldn't  know; 
I've  never  sold  any.' 

"Had  the  chairman  of  a  billion-dollar 
company  fly  out  here  twice  last  month.  I 
frankly  told  him  all  the  talk  I  get  from 
you  guys  is.  We'll  help  you  with  the 
banks  and  with  better  distribution." 
Well,  hell,  we  have  a  strong  balance 
sheet  already  and  a  better  trademark 
than  most  of  the  companies  that  come 
after  us.  "  Harking  back  to  General  Mo- 
tors; "I  only  hope  I'm  as  smart  an  old 
cookie  as  Mr.  Mott  was."  ■ 
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All  Sales  Are  Final 


Here's  a  profitable  form  of  land  development:  cemeteries. 


By  SHARON  REIER 

At  elegant  old  Woodlawn  Cemetery  in 
the  Bronx,  where  Herman  Melville  and 
Duke  P^llington  are  buried,  the  top-of- 
the-line  is  an  $80, (XX)  family-sized  mau- 
soleum room  in  a  good  loeation.  In  Ha- 
waii, a  grave  site  with  oeean  view  over- 
looking Diamond  Head  runs  $1,250.  A 
grave  near  waterfalls  among  the  Dallas 
live  oaks  is  $800,  and  at  California's  fam- 
ous Forest  Lawn  Memorial  Park,  a  35- 
squdre-foot  plot  goes  for  $2,000. 

That  s  one  rea.son  the  nation's  private- 
ly owned  cemeteries  (about  60%  of  the 
9,500  active  cemeteries  in  the  U.S.)  are 
doing  well.  A  little  over  half  of  these 
private  cemeteries  are  also  openly  profit- 
making  operations — most  of  them  west 
of  the  Mississippi  and  in  the  South.  In 
the  East,  many  states  allow  cemeteries 
to  be  private  but  not  to  make  a  profit, 
and  religious  cemeteries  are  a  tradition. 
But  profit  or  nonprofit,  a  well-managed 
cemetery  can  be  one  of  the  best  forms  of 
land  development  around. 

George  Young,  73,  owner  of  Restland 
Memorial  Park  in  North  Dallas,  Tex. 
bought  land  25  years  ago  for  $1,100  an 
acre.  He  could  now  sell  it  to  developers 
for  $60,000  an  acre.  (It  practically  adjoins 
Te.xas  Instruments,  Inc.  s  headquarters.) 
Developed  as  a  cemetery,  each  acre 
should  bring  in  $500,000,  with  a  net, 
according  to  Young,  of  $200,000  an  acre. 

Capital  Southwest  Corp.,  a  $20-mil- 
lion  (asset.s)  Dallas-based  investment 
firm  listed  over-the-counter,  has  about 
10%  of  its  money  in  cemeteries  in  Ari- 
zona, Oregon  and  California.  According 
to  Senior  Vice  President  William  R. 
Thomas,  they  have  proved  to  be  stable, 
profitable  investments. 

Service  Corporation  International,  a 
Houston-based  firm,  already  is  the  big- 
gest factor  in  the  mortuarv'  business.  It 
has  acquired  ten  cemeteries  this  year. 
Even  last  year,  when  cemeteries  ac- 
counted for  only  a  fraction  of  its  $90 
million  in  sales,  SCI  reported  a  19.9% 
operating  margin  for  its  cemetery  divi- 
sion— the  kind  of  numbers  usually  asso- 
ciated with  upbeat  fields  like  computers 
and  health  caie. 

Jessica  Mitlbrd  may  not  have  known 
it,  but  her  Tlw  American  Waij  Of  Death, 
a  1963  expose'  of  the  funeral  home  and 
cemetery  business,  really  benefited  the 


cemetery  industry.  Since  that  book  and 
other  consumer-type  reporting  of  the  in- 
dustry, more  and  more  Americans  have 
been  buying  "preneed  '  burial  plots.  The 
idea  is  to  spare  your  relatives  impulse- 
purchase  decisions  in  the  throes  of  grief, 
and  provide  some  cushion  against  infla- 
tion. So  profitable  is  this  pay-for-it-be- 
fore-you-use-it  technique  that  cemetery 
owners  pay  commissions  of  up  to  25%  to 
salesmen  and  lay  on  extensive  mailings 


followed  by  telephone  solicitation  cam- 
paigns. Because  of  preneed  sales,  says 
William  Mercer,  SCI  s  senior  vice  presi- 
dent of  finance,  the  cemeter\'  business 
is  now  less  dependent  on  the  death  rate 
than  is  the  funeral  home  business. 

The  cemeteries  are  getting  around  the 
increasing  scarcity  of  land,  too,  by  bury- 
ing the  deceased  three  or  four  deep — or 
even  more.  A  new  four-story  wing  on  a 
mausoleum  in  Miami  has  as  many  as  24 
crvpts  piled  one  over  the  other.  It  will 
enlarge  the  capacity  to  17,500  occupants. 
(Cr^'pt  prices  are  high.  The  national  av- 
erage: $2,500  to  $3,000.)  In  Nashville, 
Tenn.  a  20-story  mausoleum  will  give 
the  U.S.  its  first  cemeter\'  skyscraper. 

"The  threat  of  running  out  of  land  is 
such  a  long-range  situation  that  it  is  not 
important,"  says  Jerome  Rabin,  treasur- 
er of  a  privately  owned  Philadelphia  firm 


that  owns  or  nms  19  cemeteries.  "Take  a 
fairly  successful  cemetery.  A  moderate 
sales  program  might  make  it  sell  be- 
tween 500  and  800  graves  a  year.  De- 
pending on  the  configuration,  you  can 
get  from  1,000  to  1,600  graves  per  acre. 
So  50  acres  supply  75  years  of  inventory 
and  you  can  stretch  the  land  by  building 
upward — and  downward." 

Other  efficiencies  have  been  adopted. 
Two-f(X)t-scjuare  bronze  markers — called 


"memorials"  in  the  trade — flush  with  the 
ground  have  been  substituted  for  the 
traditional  standing  tombstone.  Thus  a 
lawn  can  be  mowed  over  them;  hand 
trimming  grass  and  shrubs  around  tomb- 
stones is  not  necessary.  In  such  a  ceme- 
tery, maintenance  runs  as  low  as  7  cents  a 
square  foot — compared  to  up  to  35  cents 
for  a  traditional  cemetery — says  Ted 
Kimche  who  manages  CS  cemeteries. 

As  cemeteries  age,  they  develop  what 
is  called  a  "heritage "  in  the  trade.  This 
should  enable  the  owners  to  charge  high- 
er prices,  especially  as  the  landscaping 
matures  and  family  ties  boost  sales. 

It  will  surprise  most  people  to  leam 
that  in  recent  years  the  cemetery  indus- 
tr>  hiis  become  a  substantial  customer  for 
the  investment  industry.  .American 
cemeteries  now  have  an  estimated  $2 
billion  in  accumulated  capital  called  "per- 
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Paper  weight 
loading  downyour 

business? 


Let  Pitney  Bowes 

iigiiten  it. 


Copy'em.Collate'em.Fold'em. 
Address'em.  Stuff'em.  Lick'em. 
Stamp'em.  When  you  add  it  all  up, 
you've  got  a  lot  of  people  doing 
a  lot  of  repetitive,  tinne-consum- 
ing  and  often  business-draining 
paper  work. 

Pitney  Bowes  has  always 
realized  the  problems  involved  in 


handling  paperflow.  That's  why 
we're  constantly  providing  newer 
and  better  ways  to  handle  yours. 
With  machines  that  can  address, 
meter  stamp,  fold,  stuff,  seal,  copy 
and  collate  thousands  of  pieces 
faster  than  you  can  read  this 
page.  Neatly,  accurately  and  with 
no  aggravation. 


Before  your  business  begins 
to  cave  in  under  paper  weight,  talk 
to  us.  Because  anything  you  can 
do  with  paper,  we  can  help  you  do 
faster. 

fp  Pitney  Bowes 

We  can  lighten  your  paper  weight. 


For  full  information,  write  us:  Pitney  Bowes,  1 748  Pacific  Street.  Stanriford.  Connecticut  06904.  or  call  toll  free  any  time  800-243-5000.  (In  Connecticut  1-800-882-5577 ) 
Over  600  sales  or  service  points  throughout  the  U  S.  and  Canada  Postage  Meters,  Mailing  Systems,  Copiers,  Labeling  and  Price  Marking  Systems 


We  continue  to 
stack  up 

higher  diviclends 


1^72 -5C 


1973 -I0< 


On  September  29.  Keene  paid  its  third  consecutK'e 
quarterly  dividend  of  1 0^'  a  share,  equaling  in  9  months  the 
30"'  total  paid  last  year  in  tw  o  semiannual  dividends.  The  indi- 
cated annual  rate  of  40'-'  represents  a  33^  increase  over  1977. 
Tnis  marks  the  seventn  dividend  increase  in  seven  years,  and 
reflects  Keene's  policy  of  increasing  dividends  as  eamings 
increase.  And  over  the  past  five  years,  our  eamings  per  share 
nave  been  incre^lsing  at  a  20^c  average  annual  rate. 

To  sustain  that  record,  we've  been  adding  to  our  manu- 
facturing facilities.  We've  also  been  finding  newways  our 
special  industrial,  pollution  control,  fluid  nandling. 
building  and  lighting  products  can  help  fill  our 
customers'  needs,  lb  get  tne  facts  firsthand, 
write  for  tne  latest  quarteriy  report  to 
345  Park  Avenue.  New  York. 
New  York  10022. 


KEENE 

CORPORATION 


pt-tuaJ  investment  tnists  mandated  by 
state  laws.  Most  of  these  laws  ha\  e  been 
passed  since  \\'orId  War  11  to  prevent 
unscrupulous  operators  from  selling  off 
their  "inventor\  "  of  grave  sites  and  then 
abandoning  the  c^meterv  .  Cemeteries  in 
almost  every  state,  whether  profit-mak- 
ing or  nonprofit,  must  put  away  fi-om  10^ 
in  Delaware'  to  30^  <in  Massachusetts' 
of  a  gra\e  s  purchase  pric*.  Most  states 
stipulate  that  th^  principal  never  be 
touched-  It  is  to  be  invested  in  perpetu- 
ity, with  dividends  or  interest  used  for 
the  cemetery  s  general  upkeep;  repairing 
paths,  pruning  trees  and  fi.xing  the  roofs 
in  leaking  mausoleums. 

In  addition,  some  cemeteries  have  in- 
diNidual  endowment  trusts  for  the  cus- 
tomer who  wants  something  special  like 
fountains  or  unusual  shrubs.  One  Illi- 
nois man  contracted  to  ha\e  Christmas 
carols  played  in  his  mausoleum  every 
year.)  Greenwood  Cemetery  in  Brook- 
]\"n — a  4TS-acre  parldike  focility  founded 
in  IS^iS — asks  for  endo\\Tnents  starting  at 
SI  . 250  The  entire  pa\Tnent  is  put  into  a 


".  .  .  American  cemeteries 
I  now  have  an  estimated  S2 
billion  in  accumulated  cap- 
ital mandated  by  law  .  .  ." 


trust  fiind  and  investment  income  is  di- 
vided between  individual  grave  servic-e 
and  the  Internal  Revenue  Service.  Yes. 
Virginia,  shrouds  do  have  pockets. ' 

Greenwood  s  S30  million  is  one  of  the 
largest  trusts  in  the  country  .  Some  are 
managed  by  the  cemeterv's  trustees, 
some  b\  bank  trust  departments  or  pro- 
fessional money  managers.  At  Drexel 
Bumham  Lambert.  Inc.  in  Chic-ago.  \'ic- 
tor  Chigas  manages  over  S2S  million  for 
26  cemeteries  and  claims  to  have  aver- 
aged a  lO't  annual  return  since  1969. 

Whether  all  c-emeteries  c-oidd  survivr 
solely  on  their  trust  income  when  the 
"inventory  is  gone  isn  t  certain,  but 
some  do — like  Mount  Olivet,  a  TO-acre 
cemetery"  in  Queens.  N.Y.  which  has 
been  Uving  on  its  ST  million  trust  sinc^  it 
ran  out  of  grave  sites  nearly  a  decade 
ago.  Says  Thomas  O.  Waage.  president. 
"Sometimes  we  run  a  surplus. 

Some  parts  of  the  country  are  more 
fiivorable.  demographically  than  others — 
states  like  Tennessee.  Colorado  and  Tex- 
as, all  areas  where  the  populations  are 
growing,  where  church-affiliated  ceme- 
teries are  not  a  major  factor  and  where 
cremation  is  not  popular  v97.9^  of  peo- 
ple in  the  Dallas- Ft.  Worth  area,  says 
Restland  s  George  Young,  still  choose  to 
be  buried  rather  than  cremated  . 

-■Vlthough  it  s  a  highly  specialized  busi- 
ness, cemeteries  may  just  be  one  of  the 
most  profitable  forms  of  land  develop- 
ment there  is.  ■ 
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If  your  policy's 
biggest  feature  is  the  bill, 
that's  un-American. 

At  American  Mutual,  a  major  policy-service  feature  is  helping 
you  train  your  people  to  spot  job  hazards— and  reducing  losses 
reduces  the  real  cost  of  your  insurance. 

We  don't  duck  the  main  issue:  giving  you  total  value  in  insur- 
ance. That's  the  American  way  the  American  Mutual  way. 


jp^merican 
Aliutud 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01 880 

We  want  to  keep  you  safe,  and  sound. 


h  ly  in  the  best 
of  circles. 


Generous  spaciousness 
in  first  class. 


8  abreast  efficiency. 


9  abreast  potential. 


Container 

8'x8'x10' 

LD6  1 

>C>0 

00^ 

A300C4  convertible. 
Standard  pallets  and  containers. 


C4  again,  ceiling  removed. 
8'  X  8'  X  10'  containers 
on  main  deck. 


Standard  containers  transfer 
to  and  from  long  haul 
wide-body. 


The  Airbus  A300  is  in  service 
worldwide,  and  proving  to  be 
the  most  economical,  quiet  and 
comfortable  aircraft  in  its  class. 

Now  it  is  joined  by  the  Airbus 
A310,  a  200-seater  with  the  identical 
wide-body  fuselage  cross-section  for 
passenger  appeal  and  comfort. 

This  is  the  aircraft  the  airlines  have  been 
asking  for— a  wide-body  tailored  for  the  lower  density, 
medium  haul  routes.  It  has  a  totally  new  wing,  designed  for 


its  role  and  not  compromised  with  stretch  in  mind. 

Both  the  A300  and  the  A310  incorporate 
the  latest  technology  to  meet  the  economic 
and  environmental  challenges  of  the 
80's  and  beyond. 
The  A300B2.  The  A300B4-100  and 
200.  The  A300C4  convertible.  And  the  new 
A310-100  and  200.  With  these  six  distinct 
versions,  the  Airbus  family  of  wide-body 
aircraft  provides  airlines  on  every  continent  a  broad 
range  of  choices  for  their  varying  routes  and  markets. 


Airbus  Industrie 


Airbus  Industrie  of  North  America,  630  Fifth  Avenue,  New  York.  NY  10020 


A  Little  Game 
Of  Chicken  ■■■ 

.  .  .  Where  somebody  is  going  to  get  hurt 
as  the  shorts  and  longs  fight  it  out 
over  an  Amex  stock  called  ISC. 


Over  the  last  two  years,  the  stock  of 
International  Systems  &  Controls  Corp. 
has  had  just  about  the  biggest  short  in- 
terest on  the  American  Stock  Exchange. 
The  most  current  numbers  show  that 
more  than  one-third  of  its  900,000-share 
float  is  shorted.  Yet  ISC — a  company 
which  has  lost  money  for  two  years,  has  a 
net  worth  of  only  $2  million  and  whose 
common  stock  has  lost  most  of  its  ecjui- 
ty — was  selling  recently  at  27. 

Whats  going  on?  Herman  M. 
Frietsch,  38,  ISC's  fast-talking  senior 
vice  president,  says  it's  a  "tug-of-war 
between  the  longs  and  shorts.  "  But,  he 
adds:  "I  think  the  time  for  shorting  has 
run  out.  " 


ies  since  1970  in  order  to  win  foreign 
contracts. 

Central  to  the  company  s  recovery 
plan  is  its  ability  to  collect  some  $36 
million  labeled  on  its  books  as  "unbilled 
receivables.  About  75%  of  ISC  s  rev- 
enues are  generated  overseas,  mainly 
from  engineering  projects  in  the  Middle 
East  and  Africa.  In  1973-74,  when 
OPEC  ciuadrupled  the  price  of  oil,  coun- 
tries like  the  Ivory  Coast  and  Algeria, 
where  ISC  had  major  projects,  stopped 
payment  on  contracts  with  the  company 
to  prevent  their  balance-of-payments 
deficits  from  worsening.  Now,  four  years 
later,  Frietsch  says,  ISC  has  finally  nego- 
tiated settlements  of  those  claims — those 


.  .  Among  those  known  to  have  large  short  positions 
in  ISC  is  Robert  W.  Wilson,  the  smart  trader  said 
to  have  recently  lost  millions  .  . 


Has  it?  For  two  years,  Frietsch  and  his 
colleagues  have  been  promising  a  turn- 
around. Now.  he  claims,  it  is  at  hand. 
The  plan  to  bail  out  the  Houston-based 
engineering  and  manufacturing  outfit 
calls  for  the  selling  off  of  a  dozen  money- 
losing  operations,  collecting  receivables 
the  company  has  been  trying  to  collect 
for  years,  and  using  the  money  to  pay  off 
some  $30  million  of  its  $36  million  in 
bank  loans. 

But  $27  a  share? 

Last  year,  the  company  booked  a  net 
loss  of  roughly  $10  million  on  sales  of 
$280  million,  and  it  expects  a  loss  of  $36 
million  for  the  1978  fiscal  year  ended  in 
June.  With  a  $16  million  value  on  ISC's 
one  million  shares  of  preferred  outstand- 
ing, there  is  precious  little  etiuity  behind 
the  common  stock. 

What's  more,  ISC  has  failed  to  make 
any  interest  payments  on  some  $36  mil- 
lion in  bank  debt  since  January  and  was 
recently  forced  to  extend  the  deadline  on 
the  principal  payment  of  its  bank  loans  as 
well.  ISC's  auditors,  Arthur  Andersen  & 
Co.,  have  (|ualified  the  company  s  annu- 
al report  because  of  so-called  "sensitive 
payments "  allegedly  made  by  subsidiar- 


unbilled  receivables. 

Says  he:  "We  don't  think  the  market  is 
buying  book  value.  I  think  the  market  is 
buying  an  opportunity  for  recovery  and 
some  people  are  probably  buying  on 
whether  the  shorts  are  going  to  be  right 
or  wrong." 

Among  those  known  to  have  large 
short  positions  in  ISC  is  Robert  W.  Wil- 
son, the  smart  trader  said  to  have  recent- 
ly lost  millions  covering  his  short  posi- 
tion in  the  Class  A  stock  of  Resorts  Inter- 
national Inc.  Knowledge  of  Wilson's 
position  in  both  Resorts  and  ISC  stock 
has  been  widespread  on  Wall  Street. 
Many  believe  recent  runups  in  ISC  stock 
(it  went  from  23  to  26  in  just  one  week  in 
early  September)  are  due  to  people's 
buying  on  the  rumor  that  Wilson  was 
getting  wiped  out  in  Resorts.  These  peo- 
ple were  buying  additional  shares  in  ISC 
to  drive  up  its  price,  hoping  Wilson 
would  panic  and  cover  his  position. 
Those  with  long  positions  could  then 
cash  in  the  gains. 

Agrees  a  friend  of  Wilson:  "That's  the 
name  of  the  game.'  But  it's  a  risky 
game — buying  a  stock  with  precious  lit- 
tle efjuity  for  $27  a  share.  ■ 


ay  you  live  every 
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IBM 

writes  the 

newest  chapter 
in  typewriter 
evolution. 


For  more  than  40  years,  IBM  has  been  adding 
new  functions  and  improvements  to  the  basic  design 
of  the  typewriter. 

The  first  commercially  successful  electric 
typewriter,  proportionally  spaced  typing,  the  first 
single-element  electric  typewriter,  and  the  widely 
accepted  correcting  typewriter  were  all  IBM 
developments. 

Now,  in  this  tradition  of  innovation,  we  present 
a  new  typewriter,  with  advanced  functions:  the 
IBM  Electronic  Typewriter.* 

It  offers  benefits  of  efficiency  and  work  satis- 
faction never  approached  by  old-style  typewriters. 

Quite  simply,  it  takes  most  of  the  things  a 
secretary  dislikes  about  typing  and  makes  them 
automatic.  Electronic  logic  takes  over  the  labor. 

It  erases  automatically.  From  a  single  character 
to  a  whole  line. 

It  underscores  automatically. 

It  sets  up  column  layouts.  It  stores  the  formats 


and  tab  settings  you  use  most  in  your  oflfice.  It  also 
stores  selected  phrases  that  appear  repeatedly  in 
your  office  correspondence  and  types  them  auto- 
matically at  the  touch  of  two  keys.  Even  the 
carrier  return  is  automatic. 

And  after  your  secretary  has  typed  a  letter,  it 
remembers  the  name  and  address  and  types  the 
envelope  automatically. 

There  has  never  been  a  typewriter  exactly 
like  this. 

The  new  IBM  Electronic  Typewriter.  An  easil\ 
operated  desk-top  unit  that  can  change  the  nature  of 
typing  in  offices  everywhere. 

Call  your  IBM  Office  Products  Division  Repre- 
sentative for  a  demonstration. 


Office  Products  Division 


*The  IBM  Electronic  Typewriter  is  available  iii  two  models.  Each  offers  a  slightly  different  combination  of  automatic  function 


Introducing  the  IBM  Electronic  Ty pewriten 


filled  a  tall  order  with  a 
construction  loan  to  build 
Wason  Crane  Centre,  an 
industrial  park 
consisting  of 
heavy  duty 
crane 
buildings. 


helped  The 
Continental 
Insurance 
Companies 
revolutionize  their 
cash  flow  with  efficien 
lock  box  service. 


Cleveland  Trust. 

Hie  Bank 
*Oiat 


healed  Lutheran 
Medical  Center's  space 
shortage  with  a 
$3.7  million  loan  for 
remodeling  and 
additions. 


puts  corporate 
balances  on  the  line 
each  morning  with 
CallBal,  the  telephone 
balance  inquiry 
service. 


i 


parcelled  out  loans  to 
employees  of  The 
Garber  Company 
enabling  them  to 
purchase  the  company 
from  its  former  parent 

a 

CLEVELAND  TRUST 

The  bank  that 
makes  things  happen 


Texas  International' s  Frank  Lorenzo 


Low  fares  helped  bring  Tl  back  from  bankruptcy.  Merger  could  make  it  a  major  company. 

Lorenzo  The  Presumptuous 

Why  is  this  obscure  Texas  outfit  trying  to  acquire  National  Airlines? 
Meet  Frank  Lorenzo  and  his  partner,  Robert  Carney. 


By  JAMES  COOK 

"Assuming  success,"  Pan  American 
World  Airways'  Chairman  William 
Seawell  observed  a  v/hile  back  regarding 
his  proposal  to  acquire  National  Airlines, 
"Francisco  Lorenzo,  whom  I  admire 
rather  extravagantly,  would  be  extrava- 
gantly wealthy.  It  would  put  him  in  a 
position  to  gobble  up  United  Airlines.  " 

Bill  Seawell  is,  of  course,  speaking 
somewhat  ironically — putting  down  the 
presumption  of  Lorenzo's  little  Texas  In- 
ternational Airlines  in  trying  to  snatch 
National  Airlines,  which  has  five  times 
TI's  assets,  from  under  Pan  Am's  nose. 
That  is  presumption  on  so  grand  a  scale 
that  even  Seawell  can't  help  admiring 
it — especially  when  it  comes  from  the 
airline  that  pioneered  the  discount  revo- 
lution in  airfares. 

If  the  Civil  Aeronautics  Board  ap- 
proves Pan  Am's  competing  proposal, 
little  Texas  International  will  be  able  to 
swap  its  20.1%,  L7  million-share  Na- 
tional holding  for  $70  million  in  Pan  Am 
cash  and  a  $22  million  capital  gain.  .By 


Pan  Am  standards,  TI  is  a  pipsqueak  of  a 
company,  earning  only  $8  million  last 
year  on  $144  million  in  revenues. 

Frank  Lorenzo  and  his  partner,  Rob- 
ert J.  Carney,  both  now  38,  have  been 
pulling  off  things  like  this  ever  since  they 
set  up  their  own  financial  advisory  busi- 
ness in  New  York  just  12  years  ago. 

To  find  out  what  this  Goliath-baiter 
was  like,  Forbes  talked  with  Lorenzo  at 
his  Houston  headquarters  last  month. 

Lorenzo  and  Carney  had  been  class- 
mates at  Harvard  Business  School,  and 
once  they  got  their  degrees  Carney  went 
to  work  for  Dillon,  Read  and  S.G.  War- 
burg, Lorenzo  for  Trans  World  and  East- 
ern airlines.  In  1966  they  set  up  their 
own  firm,  Lorenzo,  Carney  &  Co.,  to 
act,  as  Lorenzo  says,  as  a  sort  of  interme- 
diary between  Wall  Street  and  the  air- 
lines industry.  Three  years  later  they 
incorporated  a  company  called  Jet  Cap- 
ital with  the  idea  of  going  into  the  aircraft 
leasing  business.  Between  them,  Loren- 
zo and  Carney  invested  $35,000  in  the 
company — 70%  of  its  total  etjuity — and  a 
year  or  so  later,  in  January  1971,  sold 


$1.5  million  in  common  stock  and  war- 
rants to  the  public,  reducing  their  inter- 
est to  60%. 

"By  the  time  we  were  ready  to  move 
into  leasing,  "  says  Lorenzo,  a  trim,  rath- 
er boyish-looking  man,  "airline  balance 
sheets  were  not  what  they  were  pre- 
viously, and  the  concept  of  leveraging, 
which  is  basic  to  leasing,  was  running  out 
of  steam  very,  very  fast.  So  we  decided 
to  drop  back  and  think  about  redeploy- 
ing our  assets.  We  looked  at  a  number  of 
deals  in  the  airlines  business — Mohawk, 
among  them — and  then  we  took  a  close 
look  at  Texas  International.  " 

For  Lorenzo  and  Carney,  however, 
leveraging  was  still  the  name  of  the 
game.  That  $35,000  investment  in  Jet 
Capital  now  controls  Texas  International 
with  its  $95.2  million  in  assets  and  has 
laid  a  major  claim  on  National  with  $463 
million. 

TI  started  out  in  1947  as  a  regional 
carrier,  Trans-Texas  Airways,  and  did 
fairly  well  until  1967  when  it  overex- 
panded  its  fleet,  its  route  structure  and 
its  debt  load.  All  of  a  sudden,  TI  began  to 
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lose  money,  a  little  at  first,  then  a  lot.  In 
five  years,  TI  lost  over  $20  million,  a 
massive  amount  for  a  company  with  only 
$6  million  in  stockholders'  equity. 

By  1971,  when  one  of  TI's  creditors, 
New  York's  Chase  Manhattan  bank, 
called  in  Lorenzo,  Carney  &  Co.  to  see 
what  could  be  done  about  the  situation, 
TI  was  unable  to  meet  tlie  maturities  on 
its  debt  and  was  for  all  practical  purposes 
bankrupt. 

"Our  feeling  was  that  TI  was  not  a 
hopeless  situation  at  all,  "  Lorenzo  says. 
"It  had  basically  a  ver\'  good  route  struc- 
ture, good  people,  good  equipment. 
What  it  needed  was  time  to  prune  out 
the  stuff  that  was  dragging  it  down — and 
a  new  direction.  " 

Lorenzo  and  Carney  Ixjught  TI  the 
time  that  it  needed,  and  in  the  process 
found  the  situation  Jet  Capital  had  been 
lcx)king  for.  They  worked  out  a  $35  mil- 
lion recapitalization  program  that  staved 
off  bankruptcy  and  brought  $1..5  million 
in  new  capital  into  the  company,  all  but 
$350,000  from  Jet  Capital.  For'its  $L15 
million,  Jet  Capital  got  24%  of  TI's  equi- 
ty and  58%  of  its  voting  power,  and  in 
August  1972  Lorenzo  took  over  as  presi- 
dent and  chief  executive — at  a  salary  that 
now  runs  to  $134,923  a  year.  Bob  Carnex' 
took  over  as  executive  vice  president; 
current  salary  is  $92,568  a  year. 

"We  are  not  experts  in  airline  oper- 
ation, "  Lorenzo  says,  "and  we  weren't  in 


1972,  but  we  simply  emphasized  our 
strengths  and  tried  to  eliminate  our 
weaknesses.  "  That  consisted  of  phasing 
out  TI's  Convairs  in  favor  of  its  more 
efficient  DC-9s,  abandoning  service  to 
some  20  cities  where  TI  was  losing  mon- 
ey— places  like  Ft.  Polk,  La.,  Lufkin, 
Tex.  and  Jonesboro,  Ark. — and  concen- 
trating its  efforts  on  routes  that  were,  or 
could  be,  making  money:  routes  like 
Houston  to  Dallas,  Denver  and  New 
Orleans. 


.  .  Once  something  of  a 
joke  in  the  industry,  TI  has 
emerged  as  one  of  its  most 
innovative  companies  .  .  /' 


TI  couldn  t  compete  on  frills — it  didn  t 
have  the  financial  resources — but  Loren- 
zo figured  TI  could  compete  on  price,  if 
the  CAB  would  let  it.  Finally,  after  three 
or  four  years  of  trving,  TI  received  per- 
mission to  introduce  its  discounted  Pea- 
nut Fares.  The  concept  has  since  spread 
throughout  the  industry,  radically  trans- 
forming the  industry's  rate  structure. 
What  TI  did  was  to  cut  fares  as  much  as 
50%  on  its  low-density  routes  through- 
out the  system  without  setting  any  re- 
strictions on  travel  times  or  reservations. 
The  result  was  that  TI's  traffic  exploded. 


Between  All)U(|uercjue  and  Los  .\ngeles, 
for  exam|)le,  one  flight  usualK  flew  onlv 
,30%  full  at  $76  a  ticket,  but  was  90%  fiil'l 
at  $38.  Total  revenues  on  the  flight  were 
lip  75%,  and  a  loss  operation  was  turned 
into  a  profital)I<"  one.  Once  something  of 
a  joke  in  the  industry,  TI  emerged  as  one 
of  the  airlines  most  innovative  and  excit- 
ing companies. 

Since  Lorenzo  and  Carney  took  over 
in  1972,  TI  s  revenues  have  gone  from 
$58  million  to  nearly  $200  million  this 
year,  a  $2  million  loss  has  been  convert- 
ed into  what  looks  like  a  $15  million 
profit  this  year,  and  a  $7.3  million  com- 
mon equity  deficit  has  been  transformed 
into  a  substantial  surplus.  By  mid- 1978. 
TI  had  recovered  so  far  that  Lorenzo 
resumed  paying  dividends  for  the  first 
time  in  11  years,  and  that  will  bring  Jet 
(-apital  a  $1.6-million-a-year  return  on 
its  $1.3  million  TI  investment,  the  first 
since  Lorenzo  and  Carney  bought  into 
the  company  six  years  ago. 

So  far  TI  s  rather  astonishing  recoverv 
has  been  mounted  on  substantialK  the 
same  route  system  that  brought  the  com- 
pany to  the  brink  of  bankruptcy.  But 
now  TI  is  beginning  to  expand  again.  It 
has  brought  no  fewer  than  15  new  route 
applications  before  the  CAB,  and  if  the 
CAB  approves,  these  should  enable  TI  to 
continue  to  make  brisk  gains  in  the  fu- 
ture, now  that  the  initial  impact  of  Pea- 
nut Fares  has  begun  to  abate.  TI  now 
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plans  to  extend  its  15,000-mile  system, 
heretofore  concentrated  in  nine  sonth- 
western  states  and  Mexico,  to  all  parts  of 
the  U.S.  So  far  it  has  received  per- 
mission to  serve  Kansas  City,  Las  Vegas 
and  two  new  points  in  Mexico  and  has 
high  hopes  of  getting  new  routes  to  Or- 
lando and  Tampa,  Baltimore-Washing- 
ton and  Minneapolis-St.  Paul.  "These 
days,  says  Lorenzo,  "the  CAB  s  attitude 
is  to  let  carriers  go  where  they  think  they 
can  make  money,  and  let  them  out  of 
routes  where  they  think  they  can  t. 

But  an  expanded  route  structure  is 
just  the  beginning.  Last  summer  Loren- 
zo picked  up  9.2%  of  National  Airlines  in 
the  open  market,  and  asked  the  CAB  for 
permission  to  buy  as  much  as  25%  as  a 
first  step  toward  taking  control.  "Essen- 
tially, National  provides  long-haul  trans- 
portation in  areas  where  we  provide 
short  haul,  Lorenzo  says,  "and  we  be- 
lieve that  down  the  road  it's  going  to  be 
attractive  for  TI  with  its  feed  structure 
and  gathering  system  to  have  access  to  a 
long-haul  transportation  system." 

The  very  prospect  sent  National  flying 
into  the  arms  of  Pan  Am.  National  s 
chairman,  Lewis  B.  Maytag,  worked  out 
a  deal  to  sell  out  to  Pan  Am,  if  the  CAB 
approved,  at  $41  a  share.  In  the  airline 
industry,  though  companies  may  pro- 
pose, the  CAB  still  disposes.  The  CAB 
promised  to  dispose  of  the  rival  Pan  Am- 
TI  applications  inside  of  six  months. 


Yet,  suppose  TI  rather  than  Pan  Am 
gets  the  nod:  Where  is  it  going  to  get  the 
wherewithal  to  actjuirc  National?  So  far 
TI  has  paid  cash  in  the  open  market,  but 
to  ac(juire  the  other  6.8  million  National 
shares  outstanding,  TI  would  need  to 
raise  $280  million  in  cash  to  match  Pan 
Am's  $41  offer,  or  $200  million  to  match 
the  $27.83  a  share  it  has  paid  so  far.  It 
already  has  a  debt-to-e(|uity  ratio  of  close 
to  70%,  and  with  commitments  to  spend 
another  $70  million  on  eight  new  DC-9s 


.  .  Only  a  master  of  lever- 
age would  try  to  swing  a 
deal  like  National  Airlines 
with  so  little  capital .  .  ." 


by  the  end  of  next  year,  borrowing  addi- 
tional money  isn't  going  to  be  easy.  But 
Lorenzo  doesn't  seem  worried.  "I  think 
our  record  of  raising  capital  and  provid- 
ing incentives  for  investors  is  pretty 
clear,    is  Lorenzo's  rejoinder. 

Bob  Carney  puts  it  more  bluntly;  "Na- 
tional  s  been  a  very  conservatively  run 
company,  and  people  have  speculated 
that  National  could  be  purchased  with  its 
own  borrowing  power.  One  could  show 
very  easily  that  National  has  net  assets 
worth  somewhere  in  the  area  of  $600 
million,  rv.  a  book  value  of  about  $200 


million,  and  the  mo.st  recent  balance 
sheet  had  debt  of  about  $50  million. 
Shareholders  are  not  seeing  the  advan- 
tage of  any  leverage  at  all.  "  Says  Lor- 
enzo: "If  one  has  a  belief  in  the  new 
regulatory  environment,  and  one  feels 
that  the  company  can  take  on  some 
amount  of  leverage,  some  amount  of 
debt,  the  numbers  we  think  fall  into 
place  pretty  easily. 

Easihi?  Only  a  master  of  the  use  of 
leverage  would  try  to  swing  a  deal  like 
this  with  so  little  capital. 

And  if  the  CAB  decides  in  Pan  Am's 
favor?  Then  TI  stands  to  make  $20  mil- 
lion in  capital  gains.  And  even  if  the  CAB 
should  turn  down  both  proposals,  Loren- 
zo thinks  there  will  be  numerous  other 
bidders  for  National.  "We  think  the  new 
law  that  permits  outsiders  to  acquire  air- 
lines without  CAB  approval  is  going  to 
attract  a  whole  new  cast  of  characters 
interested  in  coming  in  and  making  mon- 
ey in  the  airlines  business,  "  he  says, 
"wanting  to  take  advantage  of  the  new 
CAB  policy  that  will  let  you  run  your 
own  business  and  sink  or  swim  on  your 
own  judgments.  Such  characters,  Lor- 
enzo is  clearly  convinced,  would  be  will- 
ing to  pay  a  good  price  for  control  of 
National. 

Nerve?  Yes,  indeed,  but  you  don't  get 
to  be  this  powerful  at  38  without  the  kind 
of  brass  Frank  Lorenzo  and  Bob  Carney 
displa\.  ■ 
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Cheap  housing,  but  not  everyone  is  rushing  to  buy  them. 

Mobile  Homes: 
Orphans  At  The  Feast 

One  thing  about  being  an  orphan — it  makes  you  tough. 


"The  sunshine  days  are  long  gone,"  says 
Joseph  J.  Morris.  "It's  sweat  days  now. 
But  I  think  the  sweating  has  paid  off.  " 
He  asks  his  questioner  to  be  brief:  "I've 
got  to  handle  all  kinds  of  problems.  My 
telephone  never  stops  ringing.  " 

Joe  Morris  is  CEO  and  president  of 
Dryden,  Michigan's  Champion  Home 
Builders  (fiscal  1978  revenues  $277  mil- 
lion), the  third  largest  mobile  home 
manufacturer.  Not  many  people  would 
disagree  with  the  first  part  of  his  state- 
ment, but  some  might  differ  with  the 
rest  of  it. 

Look,  they  say,  at  what  Joe  Morris  and 
his  once-glamorous  industry  have  been 
through — and  what  they're  heading  for 
now.  Single-family  conventional  homes 
sold  at  record  levels  last  year  and  near- 
records  this  year,  but  mobile  homes, 
which  collapsed  from  about  570,000  an- 
nua! units  shipped  in  1972  and  1973  to 
213,000  in  1975,  have  yet  to  climb  back 
to  300,000.  By  Champion's  own  reckon- 
ing, the  industry's  share  of  the  single- 
family  market  has  fallen  from  over  40% 
in  the  early  Seventies  to  24%. 

Meanwhile,  the  average  price  of  mo- 
bile homes  has  risen  from  $11,400  in 
1975  to  about  $16,000  today.  Part  of  that 
has  come  about  because  of  increasing 
sales  of  the  larger,  double-wide  units.  At 
the  same  time,  conventional  home  prices 
have  escalated  less  sharply;  and  some  of 
that  mobile-home  increase  stems  from 
government  regulations.  Mobile  homes 
also  are  facing  tougher  zoning  laws  and 
shortages  of  parking  space. 

They  suffer,  too,  from  their  hybrid 
image — often  considered  a  depreciable 
durable  good  like  a  car  rather  than  a 
fixed  asset  like  a  house.  In  the  inflation- 
ary Seventies,  buyers  regard  a  home  as  a 
hedge  against  inflation  and  a  prime  in- 
vestment. But  mobile  homes  unfortu- 
nately, says  Boyd  R.  Plowman,  senior 
^'ice   president  for   Fleetwood  Enter- 


prises, number  two  in  the  industry,  are 
viewed  as  used  vehicles  in  the  resale 
market.  "Most  dealers  and  lenders  have 
a  blue  book'  just  like  the  used-car  mar- 
ket, "  he  says,  "and  these  pat  formulas 
that  tell  you  how  much  the  home  is 
worth  depending  on  the  model  and  year. 
We're  trying  to  get  away  from  that.  " 

Finally,  there  are  today  s  soaring  in- 
terest rates;  and  burned  bankers,  like 
burned  investors,  have  long  memories. 
The  result  is  that  an  industry  not  yet 
fully  recovered  from  the  last  shakeout 
may  be  heading  for  another  one.  Says 
Fleetwood  s  Plowman:  "I  expect  sales 
gains  for  the  rest  of  the  year,  in  relation 
to  last  year,  are  going  to  be  increasingly 
difficult.  Lenders  have  become  much 
more  cautious.  They  have  those  vivid 
memories  of  1973  and  1974." 

The  trouble  with  the  mobile  home 
industry  is,  essentially,  that  it  does  not 
control  its  own  financial  destiny  but  de- 
pends on  the  banks  and  finance  compa- 
nies. Contrast  this  with  the  shell-home 
market,  where  Jim  Walter  Corp. ,  a  com- 
pany largely  in  building  and  building 
materials,  currently  has  the  biggest  back- 
log in  its  history  in  spite  of  those  same 
soaring  interest  rates.  The  difference  is 
this:  Jim  Walter  has  its  own  mortgage 
company  and  can  finance  every  shell 
home  it  can  sell.  "I  would  guess,  "  says  Jim 
Walter  Senior  Vice  President  T.  L.  Hires, 
"that  we  are  getting  some  of  that  business 
because  some  mobile  home  dealers  can't 
get  financing.  " 

"In  the  early  1960s,  "  Hires  points  out, 
"we  were  in  the  same  position.  Shell 
homes  had  disastrous  losses,  partly  be- 
cause of  poor  credit  risks  and  some 
sharpies  in  the  business.  Our  company 
was  one  of  the  few  survivors  because  we 
developed  our  own  credit  operations  and 
knew  enough  to  turn  down  business  that 
others  were  foolishly  taking  on.  " 

But  it  took  years,  Hires  says,  for  Jim 


Walter  to  build  up  that  kind  of  in-house 
financing  strength.  The  same  thing,  he 
says,  will  eventually  happen  in  the  1980s 
to  the  surviving  mobile-home  manufac- 
turers. Those  survivors  are  slowly  build- 
ing financial  strength  by  reducing  debt, 
getting  tighter  control  over  receivables 
and  cutting  back  on  small  dealers  in  favor 
of  larger,  more  profitable  outlets. 

Moreover,  the  better  outfits,  like 
Fleetwood  and  Skyline,  have  successfiil- 
ly  diversified  into  recreational  vehicles 
and  motor  homes,  and  upgraded  into 
higher-margined  double-wide  mobile 
homes,  where  unit  sales  are  growing  rap- 
idly. Each  seems  to  be  staking  out  some- 
what different  parts  of  the  market — Sky- 
line and  Fleetwood  emphasizing  middle- 
and  higher-priced  lines.  Champion,  the 
lower  end  of  double-wides.  Golden  West 
Homes,  the  West  Coast  producer,  has 
concentrated  on  the  upper-middle  and 
luxury  ($18,000  and  up)  end  of  the  mar- 
ket and  on  building  up  strong,  exclusive 
dealerships  which  today  account  for  42% 
of  its  $100  million  in  sales. 

So,  while  the  industry's  share  of  the 
housing  market  decHnes,  the  top  five 
companies  get  more  and  more  of  what 
there  is;  they  now  have  about  30%  of 
mobile  home  sales  compared  with 
around  20%  in  1973.  Says  Chairman  Jer- 
r\  Golden  of  Golden  West:  "We  expect 
these  trends  to  continue  in  the  future  as 
the  financial  condition  of  the  larger  com- 
panies continues  to  strengthen.  " 

"Look  at  Fleetwood,  "  says  Victor  J. 
Raskin,  analyst  at  Dean  Witter.  "It's  got 
$33  million  in  cash  and  no  debt,  short- 
term  or  long-term,  and  Skyline  has  over 
$60  million  in  cash  and  no  debt.' 

The  survivors  are  lean,  too.  Champi- 
on's payroll  has  gone  from  5,800  to  less 
than  4,700,  with  its  stock  also  falling 
from  $25  a  share  to  $3,  Chairman  Joe 
Morris  has  been  sweating.  But  maybe,  as 
he  says,  the  sweat  days  will  pay  off.  ■ 
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And  in  the  sanne  perio^, 
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and  increased  again  in  78. 
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Cooling  toilers  at  Movovoronczh 


Where  the  Third  World  and  the  socialist  bloc  window-shop  for  nuclear  power  plants. 

Soviet  Nuclear  Power: 
 Tortoise  And  Hare? 

The  Soviets  remain  well  behind  us  in  the  use  of  nuclear  power,  but 
while  we  let  our  lead  languish,  they  are  plowing  determinedly  ahead. 


By  JEAN  A.  BRIGGS 

Unless  the  Soviet  authorities  allow 
you  to  land  at  the  military  airport,  which 
they  rarely  do,  you  take  a  night  train 
from  Moscow  to  get  to  Voronezh.  The 
train  leaves  Kazan  station  at  10:40,  trav- 
els some  300  miles  to  the  south  and  pulls 
in  at  9:08  the  next  morning.  You  don't 
really  see  much  along  the  way  except 
some  birch  groves  that  materialize  at  the 
first  morning  light.  You  are  almost  like  a 
blindfolded  traveler;  you  don't  know 
why,  but  you  get  the  feeling  that's  exact- 
ly the  way  the  authorities  want  it. 

Voronezh,  an  ancient  Russian  city 
which  was  totally  destroyed  during 
World  War  II,  is  now  an  important  in- 
dustrial center.  Building  materials  and 
chemicals  are  produced  there,  and  so  are 
Soviet  aircraft. 

Thirty  miles  further  on  the  banks  of 
the  River  Don  is  Novovoronezh — new 
Voronezh — which  is  quite  literally  a  nu- 
clear power  town.  Four  nuclear  power 
plants  with  a  total  capacity  of  1,455 
megawatts  already  operate  there,  and  a 
fifth  one  with  a  1,000-megawatt  capacity 
is  abuilding. 

While  the  Americans  waffle  on  nuclear 
power,  the  Soviets  are  going  ahead  as 
fast  as  they  can,  not  only  for  home  use 
but  for  export  as  well.  This  is  no  scare 
story  intended  to  persuade  Americans  to 
catch  up;  it  is  fact  that  even  an  interested 
visitor  perceives.  Soviet  nuclear  prog- 
ress is  slow — behind  schedule  even — 
but  it  is  steady  and  determined. 

Fidel  Castro  visited  Novovoronezh  in 


1972.  Now  a  440-megawatt  pressurized 
water  reactor  like  Novovoronezh's  units 
three  and  four  is  under  way  in  Cuba.  A 
second  is  planned. 

Fidel  Castro  is  not  the  only  foreign 
dignitary  to  have  visited  the  nuclear 
showroom.  A  steady  stream  of  world 
leaders  have  made  the  trek.  They  are 
window  shopping,  looking  over  Novo- 
voronezh's goods,  particularly  units 
three  and  four — working  examples  of  the 
models  the  Soviet  Union  likes  to  export. 
To  date  the  Soviets  have  sold  plants  to 
Bulgaria  (two  operating  and  two  under 
construction),  Czechoslovakia  (four  un- 
der construction  and  seven  on  order), 
Finland  (one  operating  and  one  under 
construction),  the  German  Democratic 
Republic  (four  operating  and  five  under 
construction),  Hungary  (two  under  con- 
struction), Poland  (two  on  order)  and 
Rumania  (one  on  order).  They  recently 
sold  one  to  Libya  and  there  are  indica- 
tions they  are  planning  one  for  Iraq. 

The  Soviets  have  not  sold  reactors  to 
the  West.  But  they  have  sold  enrich- 
ment services.  They  have  contracts  to 
enrich  uranium  for  the  French,  British 
and  West  Germans. 

These  sales  do  not  mean  that  the 
U.S.S.R.  is  less  concerned  about  nuclear 
weapons  proliferation  than  the  U.S.  is. 
The  men  in  the  Kremlin  fully  agree  with 
Jimmy  Carter  that  the  nuclear  power 
supplier  countries  must  be  careful  about 
the  spread  of  technologies  that  could 
produce  nuclear  bombs.  Their  solution  is 
to  insist  the  buyer  country  sign  the  non- 
proliferation  treaty — as  even  Libya  was 


willing  to  do  not  long  ago — and  agree  to 
full  safeguards.  Furthermore,  when  the 
Soviets  sell  a  reactor  they  sell  full  ftial 
services  with  it,  which  means  they  not 
only  provide  their  customers  with  en- 
riched uranium  as  the  U.S.  does,  but 
they  also  take  back  the  spent  fuel.  Thus 
none  of  their  client  countries  need  to 
know  how  to  enrich  uranium,  reprocess 
spent  fuel,  breed  plutonium  or  even  get 
rid  of  radioactive  wastes.  The  U.S.S.R. 
does  it  all  for  them. 

After  a  customer  negotiates  a  purchase 
in  Moscow,  he  usually  sends  technicians 
to  Novovoronezh  for  training.  Until  this 
year,  according  to  training  director  Yuri 
Timofeev,  the  training  was  mostly  in 
"theoretics.  A  chart  on  the  wall  indi- 
cates tliat  143  Germans,  499  Bulgarians, 
231  Czechoslovakians,  136  Hungarians 
and  134  Finns  went  through  it.  In  March 
the  training  lab  acquired  a  simulator,  so 
Novovoronezh  trains  operators  as  well  as 
theoreticians  for  its  client  states.  This 
month  34  Hungarians  are  learning  how 
to  keep  a  nuclear  power  plant  going. 

Novovoronezh,  of  course,  is  not  the 
only  nuclear  power  plant  site  in  the  Sovi- 
et Union.  But  it  is  the  most  conveniently 
located  one  with  export  model  reactors. 
Its  fifth  unit  will  be  the  first  Soviet  reac- 
tor to  be  surrounded  by  a  containment 
vessel,  a  gas-tight  shell  designed  to  pre- 
vent the  release  of  radioactive  material 
into  the  atmosphere. 

Most  U.S.S.R.  nuclear  scientists  and 
engineers  think  Western-style  contain- 
ment vessels  are  unnecessary.  According 
to  Yuri  Syvintsev,  director  of  reactor 
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safety  at  Kurchatov  Institute  of  Atomic- 
Energy  outside  Moscow,  the\  are  build- 
ing the  one  at  Novovoronezh  for  two 
reasons:  as  an  experiment  and  because 
one  set  of  authorities,  the  Sanitarv'  Con- 
trol Board,  wants  'plants  to  be  more  safe 
than  the  most  safe."  Syvintsev  thinks- the 
money  might  be  better  spent  protecting 
mankind  from  something  else. 

An  interest,  in  exports  helps  explain 
the  Novovoronezh  containment  vessel. 
Finland  built  containment  vessels 
around  its  Soviet-manufactured  reac- 
tors. And  according  to  U.S.  embassy  of- 
ficials, Rumania  may  be  trying  to  wiggle 
out  of  a  contract  because  of  its  concern 
over  containment. 

In  any  case,  Novovoronezh  unit  num- 
ber five  will  have  a  containment  vessel. 
Parth  because  of  that,  it  is  behind  sched- 
ule. It  was  due  to  come  on  stream  this 
year  but  Construction  Manager  Dmitri 
Victorovich  Prosorovski  says  it  won't  be 
read\'  for  startup  until  next  year. 

Running  behind  schedule,  of  course, 

.  .  Soviet  nuclear  power 
progress  is  slow — behind 
schedule  even — but  it  is 
steady  and  determined  .  .  ." 

is  not  unusual  wherever  engineering  and 
heavy  construction  are  concerned  but  it 
seems  to  be  even  less  unusual,  perhaps 
even  endemic,  to  the  Soviet  nuclear 
power  program.  Judging  from  what  the 
Soviets  show  visitors  and  talk  about  now, 
compared  with  what  the\  have  said  and 
done  in  the  past,  the  picture  is  one  of 
halting  progress.  In  sharp  contrast  to  the 
U.S.,  which  has  excess  industrial  capac- 
ity to  produce  nuclear  power  plants  but 
no  program  to  do  so,  the  Soviets  have  an 
ambitious  program  and  the  will  to  pro- 
ceed but  lack  industrial  capacity  and  suf- 
ficient engineering  skill. 

The  Soviets  were  the  first  to  build  a 
nuclear  power  plant,  for  example,  back 
in  1954,  but  today  the\  still  have  under 
8,000  megawatts  of  capacity  supplying 
less  than  2%  of  their  electricity.  By  con- 
trast, the  U.S.,  which  got  its  first  plant  in 
1960,  now  has  47,000  megawatts  of  ca- 
pacity, 9%  of  the  total.  In  their  latest 
five-year  plan,  the  tenth,  the  Soviets 
indicated  they  expected  to  add  13,000  to 
14,000  megawatts  of  capacit>  b\  1980  for 
a  total  of  18,000  or  19,000.  the>  are  still 
headed  in  that  direction,  but  most  ana- 
lysts expect  that  in  reality  they  will  reach 
a  total  of  ma\  be  14,000. 

One  reason  for  their  problems  is  a 
difficult)  the\  have  building  pressure 
vessels.  The  countn.'  simply  doesn  t  have 
the  manufacturing  capability'  to  turn 
them  out,  according  to  one  official.  The 
problem  apparently  extends  to  other  re- 
actor parts  as  well.  According  to  the  U.S. 


embassy  in  Moscow,  the  Soviets  are  in- 
terested in  Western  components,  but  to 
date — although  there  have  been  talks — 
they  haven't  made  any  purchases.  Any 
such  purchase,  of  course,  would  have  to 
be  approved  by  both  the  U.S.  and  Soviet 
governments. 

The  Soviets  are  working  on  a  solution 
to  their  technical  problems,  but  as  is 
typical  of  them  it  is  a  huge  solution,  so 
large  that  it  is  now  itself  a  problem.  It  is 
"Atommash,  "  a  manufacturing  facility  at 
Volgodonsk  (where  the  Volga  meets  the 
Don)  for  turning  out  reactors  in  assem- 
bly-line fashion. 

The  plan  for  Atommash  is  still  intact 
but  no  visitor  to  the  U  S  S  R,  has  been 
allowed  to  visit  it  yet,  and  observers 
think  it  is  far  behind  schedule.  One  re- 
port has  it  as  just  a  hole  in  the  ground. 
The  Soviet  authorities  sa\'  the  first  ma- 
chine will  be  turned  out  in  1981. 

Despite  the  problems,  the  Soviet 
Union  is  moving  ahead  with  nuclear 
power.  It  has  a  fairly  well-defined  pro- 
gram laid  out  for  the  rest  of  the  centun. 
that  calls  for  using  nuclear  energ\  for 
more  than  just  producing  electricity. 
The  Kurchatov  Institute  (where  the  So- 
viet atomic  bomb  was  born)  is  where 
inuch  of  the  development  work  is  carried 
out.  The  U.S.S.R.'s  two  basic  light  water 
reactors — one  water  cooled  and  water 
moderated,  the  other  water  cooled  and 
graphite  moderated — were  developed 
there.  According  to  Valen,-  Legasov,  the 
institute  s  deputy  director,  these  two  re- 
actors will  be  the  staples  for  producing 
electricity  through  the  1990s. 

Legasov  says  that  nuclear  scientists 
and  engineers  have  now  turned  their 
attention  to  developing  a  reactor  to  sup- 
ply heat.  The  Soviet  Union  is,  after  all, 
one  of  the  world's  coldest  nations.  "More 
than  30%  of  our  fuel  is  used  for  heating 
purposes,"  he  explains.  "Our  task  is  to 
replace  that  fuel  with  nuclear  fuel.'  The 
scientists  are  working  on  a  compact,  low- 
pressure,  low  temperature  thermal  reac- 
tor to  do  the  job.  "The  design  of  the 
reactor  must  be  ver\  safe,  "  emphasizes 
Legasov,  "because  the  distance  between 
it  and  the  consumer  would  be  only  two 
or  three  kilometers  [under  two  miles]. 
The  present  plan,  he  says,  is  to  design 
the  reactor  so  that  the  cooling  water 
circulates  naturally  rather  than  under 
pressure;  thus  a  pipe  rupture  could  not 
result  in  a  fast  loss  of  cooling  water.  All 
the  engineering  problems  haven't  been 
solved  yet,  Legasov  admits,  but  he  says 
the  scientists  are  optimistic  the%  will 
have  the  solutions  early  in  the  1980s. 

The  scientists  next  task,  according  to 
Legasov,  w-ill  be  to  use  nuclear  power  to 
replace  organic  ftiel  in  industrial  pro- 
cesses, particularly  in  the  chemical  and 
metallurgical  industries.  In  addition, 
they  hope  to  use  nuclear  power  to  pro- 
duce raw  materials  including  hydrogen 
for  these  industries.  Target  date  for  this 
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application   will   be   the   early  1990s. 

Meanwhile,  the  U.S.S.R.  plans  to  re- 
process spent  fuel  rods  from  its  power 
plants.  Whether  it  is  already  doing  so  isn't 
clear.  Indications  are  that  it  is  probably 
operating  a  prototype  facility.  Legasov 
says  it  would  not  be  economical  to  have  a 
full-scale  plant  unless  the  country's  pow- 
er plants  were  producing  1,500  tons  of 
spent  fuel  per  year.  That's  just  about  what 
the  U.S.  produces  from  60  reactors;  clear- 
ly the  U.S.S.R.  is  not  at  that  point. 

The  Soviets  are  storing  low-level 
waste  from  research  facilities  under- 
ground, he  says.  One  site  is  at  Zagorsk, 
about  50  miles  from  Moscow,  another  is 
at  Dimitrovgrad,  also  in  the  Moscow 
area.  The  waste,  in  concentrated  form,  is 
pumped  into  sand  between  two  clay  lay- 
ers 500  to  2,000  meters  below  the  sur- 
face, and  is  constantly  monitored.  High- 
level  waste,  he  says,  will  be  compacted, 
solidified  and  encapsulated  and  will  go  in 
abandoned  salt  or  coal  mines.  The  Sovi- 
ets intend  to  use  these  same  methods  to 
dispose  of  waste  from  power  plants  when 
the  time  comes. 

In  sharp  contrast  with  the  stance  taken 
by  the  Americans  under  Jimmy  Carter, 
the  Soviets  are  moving  ahead,  too,  with 
breeder  technology.  They  currently 
have  one  150-megawatt  breeder  operat- 
ing at  Shevchenko  on  the  eastern  shore 
of  the  Caspian  Sea.  The  breeder  does 
double  duty,  producing  electricity  for 


the  area  and  desalting  the  sea  water. 

They  are  building  another  breeder,  a- 
600-megawatt  one  at  Beloyarsk — it's  be- 
hind schedule  because  of  delays  in  con- 
struction and  production  of  equipment — 
and  a  third  l,6()0-megawatt  one.  "Our 
officials  consider  that  after  1990"  fast 
breeder  reactors  should  be  built  very 
intensively,  "  says  Mikhail  Troyanov, 
deputy  director  of  the  Obninsk  Institute 
of  Physics  and  Power  Engineering, 
which  does  research  on  breeders.  "We 
think  the  main  thing  now  is  to  obtain 
engineering  experience.  " 

The  Soviets  have  also  been  pursuing 
thermonuclear  fusion.  As  the  Kurchatov 
Institute's  Vladimir  Yakovlov,  deputy  di- 
rector of  reactor  technology  puts  it: 
'When  it  is  known  that  you  need  much 
energy  you  come  over  to  the  idea  of 
thermonuclear  fusion.  "  Despite  the  fact 
that  the  Soviets  achieved  the  first  real 
breakthrough  in  fusion,  Yakovlov  quali- 
fies its  possibilities,  noting  that  "fusion 
seems  to  be  very  complicated  and  not 
necessarily  economical." 

Even  if  the  basic  techniques  are  devel- 
oped in  five  years,  he  says,  it  won't  be 
available  on  a  practical  basis  before  the 
second  decade  of  the  next  century.  What 
about  the  \ears  between  1990  and  2010? 
The  alternative  he  has  in  mind  is  a  hy- 
brid system  combining  aspects  of  fusion 
and  breeders  that  would  produce  pluto- 
nium.  It  would  produce  enough  plutoni- 


um,  according  to  Yakovlov,  to  supply  six 
to  ten  regular  reactors.  A  breeder  alone 
by  contrast  might  provide  enough  pluto- 
nium  for  just  one  light  water  reactor. 

The  Soviet  plan  is  based  on  the  clear 
idea  that  fuel,  including  uranium  (whic  li 
the  U.S.S.R.  imports  from  East  Ger- 
many and  Czechoslovakia),  is  scarce  and 
precious.  Even  if  the  U.S.S.R.  does  have 
vast  resources  of  coal,  oil  and  natural  gas, 
it  isn't  prepared  to  s(juander  them.  For 
one  thing  such  resources  are  undoubted- 
ly in  the  wrong  place:  east  of  the  Ural 
Mountains  in  Siberia,  while  energy  de- 
mand is  in  the  west.  There  are  few  roads 
or  railroads  in  that  part  of  the  country 
and  few  means  to  deal  with  the  weather. 

There  are  other  motives,  international 
ones,  besides  the  need  to  provide  energy 
for  use  at  home.  The  Soviet  Union  badly 
needs  foreign  exchange  to  purchase 
wheat  and  other  necessities.  It  needs, 
too,  something  to  offer  its  Eastern  Euro- 
pean satellites  against  the  day  when  it  is 
no  longer  able  to  export  oil  to  them. 

What  conclusions  can  Americans  draw 
from  all  this?  Firstly,  that  we  need  lose 
little  sleep  over  Soviet  technological  or 
production  prowess  in  this  field;  at  least, 
not  yet.  But  secondly,  we  might  well  ask 
ourselves  why  we  are  letting  our  own 
lead  languish  at  a  time  when  oil  is  be- 
coming more  precious  every  year  and 
when  non-nuclear  alternatives  look  more 
and  more  difficult?  ■ 


The  Finnish  Connection 


EARLY  in  October  Kalevi  Numminen,  a  member  of  the 
board  of  directors  at  Imatron  Voima,  Finland's  largest 
electric  power  company,  visited  Iran  and  Iraq.  He  was 
making  a  sales  call.  When  you  build  a  nucleai^  power 
station,  he  was  suggesting,  why  not  let  us  do  the  engineer- 
ing? He  plans  to  make  the  pitch  also  to  Syria  and  to  Libya. 

Imatron  Voima  has  considerable  experience  engineer- 
ing power  stations,  but  most  of  them  have  .been  hydro 
stations.  It  only  recently  put  up  two  nuclear  plants  for 
itself  in  Loviisa,  a  resort  town  50  miles  east  of  Helsinki  on 
the  Gulf  of  Finland.  But  that's  not  all  there  is  to  Nummin- 
en's  pitch.  Imatron  Voima's  two  nuclear  stations  have 
Soviet  reactors.  West  German  controls  and  U.S.  safety- 
systems.  So  he  tells  prospects,  "We  can  engineer  into 
your  plant  the  best  of  Eastern  and  Western  technology.  " 

Imatron  Voima  turned  to  nuclear  power  in  the  early 
Seventies.  It  had  already  built  all  the  hydro  plants  that  it 
was  possible  to  build — "We  have  many  lakes  but  the  land 
is  flat,  so  there  are  few  waterfalls,  "  explains  Numminen. 
The  only  other  domestic  source  of  energy  is  peat.  Even 
after  the  fourfold  increase  in  oil  prices,  peat  is  still  not 
economical,  though  considerable  research  is  being  done 
trying  to  make  it  so. 

The  country  was  and  still  is  importing  vast  quantities  of 
oil  and  gas  from  the  U.S.S.R.  and  coal  from  Poland:  709c 
of  its  primary  energ\'  needs.  When  Imatron  Voima  decid- 
ed to  build  a  nuclear  power  plant,  it  wanted  to  do  as  much 
of  the  work  itself  as  possible  to  cut  down  on  the  foreign 
exchange  needed.  The  company  took  bids,  Numminen 


explains,  and  got  the  best  deal  from  the  Soviet  Union. 
That  included  a  long-term,  low  interest  loan,  full  fuel 
service — the  U.S.S.R.  takes  fuel  rods  off  its  customers 
hands  after  they've  been  used — and  the  freedom  to  design 
and  build  a  large  percentage  of  the  plant  themselves. 

The  price  of  the  first  plant  increased  about  50%  be- 
tween the  date  it  was  ordered  and  the  date  it  was  complet- 
ed, says  Numminen.  The  reason:  constantly  escalating 
safety  requirements.  "Every-  time  your  NRC  [Nuclear 
Regulatory  Commission]  or  the  German  or  British  or 
French  equivalent  requires  a  new  safety  feature,"  he  says, 
"the  Finnish  authorities  say,  We  must  do  the  same.'  " 

In  many  ways  the  plants  are  overdesigned  with  back-up 
systems  backing  up  back-up  systems — "the  German  influ- 
ence, according  to  Numminen — and  that,  too,  added  to 
cost.  But  he  stresses  it  also  adds  to  plant  reliability.  On 
that  score  Loviisa  number  one  was  recently  rated  number 
10  of  the  world  s  150  nuclear  plants.  And  although  the 
costs  went  up,  he  says,  other  fuels  went  up  even  faster,  so 
the  nuclear  plant  still  has  an  economic  advantage. 

Next  year  Imatron  Voima  s  second  plant,  Loviisa  num- 
ber two,  will  start  producing  electricity — as  will  a  Swed- 
ish-built Soviet-fueled  reactor  being  put  up  across  the 
country  on  the  west  coast  by  one  of  Imatron  Voima's 
competitors.  Two  years  from  now  the  country  will  have 
four  nuclear  plants  with  a  capacity  of  2,160  megawatts, 
says  Numminen.  At  that  point  Finland  could  be  getting 
35%  of  its  power  from  nuclear  energy — probably  the 
world's  highest  percentage.  — J.A.B. 
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nybody  who  makes  a  promise  like  this  is  serious 
;)0ut  doing  business.  And  confident  that  West 
Irginia  can  deliver  what  you're  looking  for:  the 
jht  situation  for  a  capital  investment.  Take  energy, 
e're  sitting  on  400  more  years  worth  of  coal. 
I;ther  investors.  Last  year  alone  industry  and  busi- 
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Calculators  have  come  a  long  way  in  a 
short  time. 

They've  gotten  smaller  More  sophisti- 
cated. More  economical.  And  more  reliable. 

And  since  the  beginning,  Canon  has 
been  a  leader  in  the  calculator  revolution. 

In  1964.  we  introduced  the  world's  first 
10  key  desktop  calculator.  Since  then  a  con- 
tinuous research  and  development  program 
has  enabled  us  to  hold  our  position  as  a 
leader  in  the  calculator  industry.  And  with 
our  improved  calculators,  in  reliability  as  well. 


Representing  this  development  has  been 
a  line  of  advanced  printing  calculators  that 
combine  advanced  electronic  technology 
with  simple  adding  machine-like  keyboard. 

Our  display  calculators  have  large,  easy- 
to  read  displays,  fatigue-free  keyboards,  and 
are  unique  in  their  class  for  reliability.  And 
our  line  of  printer/display  calculators  is  the 
perfect  combination  of  digital  display  conve 
nience  and  tape  printout  precision. 

Through  the  years  Canon  has  continually 
expanded  its  technological  and  manufactur 


ing  capability  at  its  Costa  Mesa.  California 
plant  to  meet  the  growing  needs  of  the 
American  consumer  And  is  producing  the 
most  advanced  calculators— display,  printer 
and  printer/display— at  this  modern  produc 
tion  complex. 

Research.  Features.  Reliability.  Value. 
Now  all  from  one  reliable  calculator 
source... Canon. 

Call  your  local  Canon  dealer  about  the 
full  line  of  more  than  20  Canon  commercial 
calculators. 


Get  it  from 
a  reliable  source. 

Canon. 
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ALASKA 

Anchorage  The  Arctic  Office 
Machine  Co. 

Fairbanks  Bower  s  Office  Products. 


907  277-3527 
Inc    907  479  6264 


ARIZONA 

Casa  Grande  Baker  Office  Supply  602  836  7425 

Flagstaff  Walsh  Bros.  Office  Equipment  602  526  2818 

Glendale  Walsh  Bros  Office  Equipment  602  931  4313 
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Ptioenix  Walsh  Bros  Office  Equipment  602  244  9721 
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Tucson  Walsh  Bros.  Office  Equipment  602  623  5446 


CALIFORNIA 

Angels  Camp  Calaveras  Office  Supply  209  736  2240 

Artesia  Arfesia  Calculator  Service  213  860-2439 

Barstow  Barstow  Stationers  714  256-2161 

Beverly  Hills  Business  Equipment 

Center  213  272-0697 

Bishop  Bishop  Typewriter  Company  714  873  5773 

Burney  Hughes  Print  &  Office  Supply  916  335  4596 

Canyon  Country  Commercial  Office 

Suppliers  805  262-6622 

El  Centro  Crossland  Office  Supplies  714  352  4645 

Fresno  Roy  s  Office  Equipment  Center  209  485  0751 

Grand  Terrace  PE  C  .  Ltd.  714  825-6821 

Indio  India  Cash  Register  714  347  1500 

Inglewood  Quality  Business  Machine 

Co.  213  671-0075 

Lancaster  Desert  Oflice  Equipment  805  942  8466 

Lompoc  Stateside  OHice  Supply  805  736  1231 

Long  Beach  California  Calculator  Co.  213  422  1291 

Los  Angeles  Angelus  Typewriter 

Company  '  213  385-7433 

Los  Angeles  Astro  Office  Products  213  487-3410 

Los  Angeles  Business  Machines 

Unlimited  213  559  7840 

Los  Angeles  Cassidy,  Cence  &  Marshall  213  627  5491 

Los  Angeles  Westtail  Otfice  Equipment  213  385  0021 

Merced  Davis  Typewriter  Company  209  723  2929 

Modesto  L  M  Morris  Company  209  529-3610 

Mountam  View  Business  Equipment 

Company  415  969-2666 

Napa  Allied  Business  Systems  415  444  6383 

Oakland  Allied  Business  Systems  4 1 5  444-6383 

Pasadena  Business  Machines  & 

Equip  Co  213  796  531  1 

Pomona  Cook  Arthur,  Inc.  714  629-7630 

Reddmg  Cascade  Office  Machines  916  241  7921 

Sacramento  Central  Office  Equipment  916  447  4853 

Sacramento  Golden  State  Business 

Systems  916  441  2917 


Salinas  Dunn's  Office  Equipment 

408  424 

4861 

San  Diego  Cash  Lewis  Company 

714  582 

2055 

San  Diego  Pacific  Data  Systems 

714  292 

4741 

San  Diego  Remco  Business  Products. 

Inc 

714  571 

1737 

San  Francisco  Business  Equipment 

Company 

415  392 

1005 

San  Jose  B  E  Downes  &  Associates 

408  996 

1271 

San  Luis  Obispo  Dick's  Office  Machines 

805  543 

7651 

Santa  Barbara  Ayaya  Business 

Equipment  Co 

805  682 

2338 

Santa  Rosa  Sampson  Typewriter 

Company 

707  542 

1838 

Shatter  Shafer  Office  Supply 

805  746-3077 

Stockton  Turner  Business  Machines 

209  951 

7272 

Wasco  Shafer  Office  Supply 

805  758 

6441 

Yreka  Top  Office  Products 

916  842 

1750 

Yuba  City  Mid  Valley  Office  Machines 

916  673 

7896 

COLORADO 

Boulder  Western  Office  Supply 

303  442 

4707 

Colorado  Springs  Louden  Office 

Machines 

303  473 

1118 

Cortez  Patterson  Office  Equipment 

303  565 

3363 

Craig  Tip  Top  Type  Shop 

303  672 

3144 

Craig  Courier  Office  Supply 

303  824 

6531 

Denver  Independent  Service,  Inc 

303  744 

7071 

Fort  Collins  Belcher  Office  Supply 

303  221 

3894 

Greeley  Bachman  s,  Inc 

303  352 

7503 

Greeley  Nelson  Office  Supply 

303  353 

0246 

LaJunta  Gobin's 

303  384 

4761 

Lamar  Gobin's 

303  336 

4727 

Loveland  Belcher  Office  Supply 

303  667 

4121 

Rocky  Ford  Gobin  s 

303  254 

3055 

Salida  Mountain  Mail 

303  529 

6691 

Steamboat  Springs  Tip  Top  Type  Shop 

303  879 

0225 

HAWAII 

Hilo  Ottice  Things,  Inc 

808  935 

-5401 

Honolulu  Office  Things,  Inc. 

808  624 

0220 

Kahului  Office  Things.  Inc. 

808  877 

7331 

IDAHO 

Boise  A  1  Business  Machines 

208  345-0054 

Kellog  Panhandle  Office  Supply 

208  786  9101 

Pocatello  Intermountain  Business 

Systems 

208  233 

3812 

Twin  Falls  Snyder's  Office  Equipment 

208  733 

-7075 

NEW  MEXICO 

Alamogordo  The  Ink  Well  506  437  7300 
Albuquerque  American  Computing  & 

Electronics  605  266-9535 

Farmington  Office  Supply  &  Service  Co.  505  326-5027 

Gallup  Gallup  Blue  Print  506  863  9396 

Hobbs  I  Got  It  Business  Machines  506  393  3676 

Las  Cruces  Office  Machines  &  Service  505  523  7406 

Lovmgton  The  Office  Center  506  396  3621 

Portales  The  Office  Center  506  356-4477 

Roswell  John  Office  Supply  505  622-1251 

Santa  Fe  Southwest  Business  Systems  505  982  4224 

Silver  City  Pete  s  Business  Machines  505  638-9721 


NEVADA 

Las  Vegas  Quality  Business  Equipment  702  385  0072 
Reno  Sin  Business  Machines  702  323  3079 


OREGON 

Burns  Burns  Oflice  &  Art  Supply 

603 

673 

2231 

Coos  Bay  Frank's  Office  Equipment 

503 

259 

9383 

Eugene  Oregon  Typewriter  &  Recorder 

503 

342 

2463 

Medford  Valley  Office  Equipment 

503 

779 

4000 

Newport  Kangiser  Office  Supply 

603 

255 

667  1 

Portland  Oregon  Typewriter  &  Recorder 

503 

224 

2141 

Roseburg  Roen's  Office  Equipment.  Inc 

603 

572 

6768 

Salem  Oregon  Typewriter  &  Recorder 

603 

354 

3344 

The  Dalles  Craig  Office  Supply 

603 

296 

3969 

UTAH 

Moab  Spencer's  Printing  &  Stationery 

801 

259 

5735 

Ogden  Intermountain  Office  Equipment 

801 

399 

5826 

Provo  Lloyd's  Typewriter  Company 

801 

374 

0725 

Salt  Lake  City  All  Makes  Typewriter 

Company 

801 

328-4941 

WASHINGTON 

Bellingham  Blackburn  Oflice 

Equipment 

206 

733 

7650 

Clarkston  Hohman  Business  Machines, 

Inc 

509 

758 

8155 

College  Place  Color  Press 

509 

626 

5030 

Everett  Alpine  Office  Equipment 

206 

252 

4164 

Longview  Aroa  Office  Products 

206 

636 

5924 

Pasco  Basin  Typewriter  Company 

509 

547 

8896 

Seattle  Acme  Otfice  Machine  Service 

Co. 

206  633 

3355 

Spokane  ABC  Office  Equipment  Co 

509 

489 

4444 

Tacoma  Calculators  Unlimited.  Inc. 

205 

572 

5678 

Wenatchee  Nelson  Otfice  Machines, 

Inc 

509 

553 

1649 

Yakima  Sig's  Office  Machines 

509 

248 

6550 

WYOMING 

Cheyenne  Frontier  Office  Supply 

307 

634 

7311 

Lander  Marv's  Office  Equipment 

307  332  9763 

Sheridan  Top  Typewriter 

307 

572 

3144 

Where  quality  is  the  constant  factor. 


Canon 

Canon  USA,  Inc  .  10  Nevada  Drive  Lake  Success  New  York  1 104? 

Canon  USA.  Inc    140  Industrial  Drive  Eimhurst,  Illinois  60126 

Canon  USA  Inc,  1 23  Paularino  Avenue  East,  Costa  Mesa.  California  9?626 


Electronic 
Calculators 


The  Money  Men 


He  Called  The  Last  Two 
Crashes;  He  Expects  The 
DJi  To  Hit  1 150  Next  Year 


^^"HILE  Robert  Gintel  s  money  man- 
agement accounts  were  getting  clob- 
bered in  1973-74.  Robert  Dilanni  s  were 
doing  just  fine.  Gintel  s  mone>  was  stiD 
in  the  stock  market  when  it  went  smash 
to  the  tune  of  nearly  50**  on  the  Dow. 
Nf  ost  of  Dilanni  s  had  been  out  for  nearh 
two  years,  and  he  w  as  enjo\ing  the  spec- 
tacle firom  the  sidelines. 

Gintel  was  badly  shaken.  His  smallish 
Greenwich,  Coim. -based  money  man- 
agement firm.  Equit\  .\d\isors.  Inc.. 
had  compiled  an  e.xcellent  record  be- 
tween its  founding  in  1971  and  the  crash. 
His  approach  basicall>  fundamental- 
ist; Pick  stocks  with  strong  balance 
sheets  and  earnings  growth.  Gintel 
picked  well  on  both  scores,  but  that  didn  t 
save  him  when  the  market  collapsed.  His 
companies  did  well — McDonnell  Doug- 
las Corp..  Inter^vay  Corp..  Morse  Shoe. 
Inc.  and  Vomado.  Inc. — but  their  stocks 
faded  with  the  rest. 

It  was  back  to  the  drawing  board  for 
Gintel.  a  distinguished-looking  man  of 
50  with  gra\ing  temples  who  has  spent 


all  his  working  years  on  the  Street.  He 
knew  about  Dilanni  s  good  fortune.  Why 
had  Dilanni  seen  what  w  as  coming  and 
he  hadn  t  '  .\t  the  time,  the  tall,  precise- 
spealdng  Dilanni.  then  40.  was  a  techni- 
cal analyst  for  the  Boston-based  DaNid  S. 
Stein  6c  Co.  Impressed  with  Dilanni  s 
"market  timing  approach  to  selecting 
stocks.  Gintel  offered  him  a  job.  Dilanni 
joined  Equit\  Ad\isors  in  late  1974. 

Since  then,  the  two  philosophies  have 
mixed  beautifully  Cher  the  last  3^^ 
years,  the  pension  accounts  managed  by 
Gintel  s  firm  have  growTi  from  SI  million 
to  S20  million.  Its  indi\idual  accounts — 
now  S30  million — ha\e  returned  up  to 
285'^.  and  some  of  its  private  investment 
partnerships.  450'*. 

"'\N'e  got  hurt  in  the  1971-74  period 
because  we  did  Uttle  technical  work." 
sax's  Gintel.  "It  was  ob\ious.&x»m  that 
point  on  that  we  should  use  market  tim- 
ing to  select  stocks  with  soUd  fundamen- 
tal underpinnings. 

Gintel  and  Dilanni  are  a  study  in  con- 
trasts. Right  from  school.  Gintel  went  to 


work  as  a  broker  and  securities  anal>  st 
for  smaUish  New  York  firms  before  start- 
ing Equit>  .\d\isors.  Dilanni.  on  the 
other  hand,  taught  philosoph\  for  fi\e 
years  at  the  University  of  Toronto  w  hile 
studying  for  his  doctorate.  Unable  to 
support  his  femily  on  a  salary  of  S7.000  a 
year.  Dilanni  left  Toronto  in  1965  and 
returned  to  his  nati\  e  Boston  w  here  he 
entered  the  brokerage  business.  He 
taught  himself  technical  analy  sis  by  read- 
ing books  and  watching  other  practition- 
ers. Meanwhile,  he  worked  as  a  broker 
for  t\vo-Boston  firms,  formerly  knowii  a> 
Harris  Upham  and  Shearson  Hammill. 
before  practicing  his  self-styled  technical 
analy  sis  at  \\'ood  Struthers  be  \\'inthrop 
in  1968. 

Dilanni's  technical  work  spared  Equi- 
ty .\d\isors  big  losses  last  y  ear.  The  Dow 
Jones  industrials  had  reached  what  he 
believed  w  as  a  peak  of  1110  in  late  1976 
So  Dilanni  pulled  the  firm  s  entire  pen- 
sion portfolio — invested  mainly  in  larger 
Big  Board  companies — out  of  the  market 
and  kept  it  out  throughout  1977  The 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


'There's  no  question  in 
my  mind  that  CNA  people  would  hurt 

if  they  had  to  turn  me  down.  I  know  they 

want  to  write  my  business,  but  if  there's  some  reason  they  can't, 
they  tell  me  up  front.  Because  that's  the  kind  of  relationship 
we've  got.  I  trust  them  and  they  trust  me.  It  just  doesn't  help 
anybody  if  a  company  insures  my  client  today  and  then  backs  , 
out  next  year.  I'm  convinced  CNA  feels  the  same  way  I  do.  And 
I'm  hanging  my  hat  on  it." 


-Dwight  M.  Canfield 
Independent  Insurance  Agent 
Korach  &  Carifield  Insurance,  Inc. 
Ephrata,  Washington 


INSURANCE  FROM 

CNK 

Judge  us  by  the  agents  who  represent  us 

Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


Forest  products  by 

Kirby  Forest  Industries,  Inc., 


Kirby  plywood  is  ideal  for  residential  and  industrial  construction 

SaiitaFe  progress 

Kirby  is  unique.  It  grows  forest  products.  It  manufactures 
plywood,  particleboard  and  lumber  products,  plus  marketing 
most  of  the  products  it  manufactures.  This  76-year-old 
lumber  corporation  has  been  a  part  of  Santa  Fe's 
diversified  operations  for  forty  years. 

The  progress  factors  of  Santa  Fe's  total  operation 
include  lumber,  construction,  real  estate  and  industrial 
development.  All  of  this  backed  up  with  a  progressive 
energy-saving  transportation  system  and  energy-producing 
national  resources  companies. 

For  information  about  the  many  ways  we  can  serve  you,  write  or  call: 

SANTA  FE  INDUSTRIES,  INC. 

224  South  Michigan,  Chicago,  III.  60604  (312)  427-4900 


The  Money  Men 


DJI  ultimately  fell  to  740.)  It  wasn't  until 
December  1977  that  he  moved  the  S20 
million  in  pension  accounts  back  into  the 
market  just  before  it  turned  sharpK  up. 
.\mong  his  winners:  Avco,  which  has 
gone  from  18  to  34;  Holiday  Inns,  from 
16  to  32;  Dome  Petroleum,  .51  to  91; 
Braniff  International,  9  to  18;  and  Gener- 
al Instrument  Corp.,  25  to  37. 

The  decision  to  invest  in  all  oi  them 
was  a  result  of  their  resilience  through- 
out the  1977  "correction "  (as  Dilanni 
calls  it)  in  the  market.  His  technical  cor- 
nerstone is  "downside  resistance";  How 
strongly  does  a  stock  buck  the  trend  in  a 
bear  market?  Says  Dilanni;  "We  look  for 
those  stocks  that,  though  depressed  and 
battered  in  a  bear  market,  refuse  to  go 
down  for  any  sustained  period  of  time." 
As  the  firm's  chief  pension  manager, 
Dilanni  surrounds  himself  w  ith  liatteries 
of  charts  that  monitor  the  major  market 
indices  such  as  the  DJI  and  the  Standard 
&  Poor's  .500  as  well  as  the  historical 


".  .  .  'If  calling  the  market 
merely  meant  program- 
ming history  into  a  comput- 
er, we  would  all  be  rich'  .  .  ." 


price  movements  of  some  350  individual 
stocks.  In  a  bear  market,  like  those  of 
1973-74  or  1977.  Dilanni  keeps  his  eyes 
on  the  low  point  reached  bs  a  securit\ 
over,  say,  a  ten-\ear  period.  If  a  stock  s 
price  can  hold  firm  appreciably  above 
that  point  in  a  languishing  market,  it 
then  becomes  a  prime  investment  candi- 
date for  Equit>'  .Advisors. 

Take  the  case  of  Braniff  International 
Corp.  which  held  at  8  throughout  most 
of  last  year,  substantially  above  its  1974 
low  of  5.  Because  it  demonstrated  resil- 
ience. E(iuit\  .advisors  started  buying  it 
late  last  \  ear.  Braniff  has  since  more  than 
doubled.  Or  Holiday  Inns,  which  had 
plunged  from  50  to  5  in  1973.  That  it 
held  at  around  12  last  year  convinced 
Dilanni  it  would  rebound  vigorousK  in  a 
bull  market.  Other  cases  in  point  are  Itel 
and  .Xtra  Corp.  Though  the  market  fell 
200  points  in  1977.  Itel's  price  held  at  18, 
and  rocketed  to  36  this  year.  Xtra  resist- 
ed being  dragged  down.  too.  It  has  since 
moved  from  29  to  50. 

"We  try  to  use  a  declining  market 
phase  to  our  benefit,"  says  Dilanni.  "Not 
only  do  we  avoid  losing  money,  but  we 
watch  what  other  people  are  doing  and 
where  the  money  is  moving.  The  seeds 
of  the  next  advance  are  being  planted 
during  the  down  period." 

Dilanni  isn't  one  of  your  doctrinaire 
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History  teaches 
some  important  lessons. 


1901 


1918 


1924 


Carpenter-turned-builder 
Samuel  Austin  unites  design 
and  engineering  with 
traditional  construction 
services.  Clients  benefit  from 
speed,  quality  and  increased 
involvement.  The  Austin 
Method  means  undivided 
responsibility. 

Austin  designs  and  builds 
28-acre  Curtiss  aircraft  plant. 
Constructed  in  90  working 
days,  the  factory  still  produces 
planes  throughout  WW  II,  25 
years  later.  The  Austin 
Method  means  life-cycle 
planning  for  long-term 
efficiency. 

Hocking  Glass  Works 
destroyed  by  fire.  Five  days 
after  the  contract  date,  Austin 
begins  pouring  foundations. 
Seven  weeks  later,  the  plant 
is  making  glass  again.  The 
Austin  Method  means  quick 
response  to  client  needs. 


19Z7 


1938 


1967 


General  Motors  announces 
"surprising  price  reductions 
made  possible  by  the 
efficiency  and  economies  of 
the  world  s  largest  and  finest 
motor  car  factory"— designed 
and  built  by  Austin.  The 
Austin  Method  means 
production  efficiency. 

Austin  completes  the  world  s 
first  controlled  conditions 
factory.  At  the  Simonds  Saw 
and  Steel  plant,  every  aspect 
of  the  working  environment 
is  directed  towards  efficient 
straight-line  production.  The 
Austin  Method  means  an 
integrated  solution  to  complex 
problems. 

Austin  designs  and  constructs 
Boeings  747  assembly 
plant— the  largest  structure 
ever  built  by  man— in  record 
time.  The  Austin  Method 
means  unlimited  scope  and 
money-saving  speed. 


This  year.  The  Austin  Company  is  celebrating  its  one-hundredth 
anniversary.  We  re  proud  to  review  our  history  and  to  maintain  its 
traditions  in  our  current  work. 

Whether  your  next  building  project  is  commercial,  institutional  or 
industrial.  The  Austin  Method  can  save  you  money.  And  we  have  a 
century  of  results  to  prove  it. 


THE  AUSTIN 
,  COMPANY 


DESIGNERS  •   ENGINEERS  •  BUILDERS 
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The  Money  Men 


technicians  who  scores  fundamental 
analysis;  that's  why  he  and  Gintel  mesh 
so  well  together.  The\  wouldn  t  have 
bought  Braniff  or  Holiday  Inns  or  Itel 
simply  on  the  charts.  Oh.  no.  They  not 
only  want  the  chart  to  look  go<xl:  they 
want  to  know  u  hij  it  looks  good. 

A  look  at  the  factors  that  helped  him 
avoid  disaster  in  both  the  1974  and  1977 
bear  markets  throws  light  on  Dilanni  s 
methodologN.  Among  the  signals  in  late 
1972  were  the  following:  A  decreasing 
number  of  Big  Board  companies  were 
participating  in  the  string  of  market  ral- 
lies preceding  the  1050  market  peak  of 
1973.  (In  Dilanni  s  terms:  "More  stocks 
were  being  liquidated  than  accumulat- 


Gintel  the  fundanu  ntaliit 

His  concern  is  the  hard  numbers. 

ed.  >  The  cash  position  of  major  institu- 
tions had  dropped  to  onl\  5%,  and  \Trtu- 
ally  all  of  that  money  was  being  plowed 
into  a  handful  of  companies:  the  Nifb.- 
Fift>  glamours  like  Xero.v.  Eastman  Ko- 
dak. IBM  and  Procter  6c  Gamble. 

Didn  t  even,  other  technical  analyst 
have  the  same  inforniation  at  hand?  ^^'h^ 
then  was  he  able  to  react  correctly  when 
many  others  lost  their  shirts?  That's 
where  Dilanni  is  different  from  you  and 
me.  "If  calling  the  market  merely  con- 
sisted of  programming  history  into  a 
computer,  we  would  all  be  rich,  but  art 
is  involved  here,  '  he  says.  "The  artist 
doesn  t  just  accumulate  all  of  the  e\i- 
dence  and  weigh  it;  he  determines  which 
rule  is  applicable  at  a  given  time.  In  this 
instance,  it  w  as  the  fact  that  the  market 
rallies  were  being  carried  b>"  a  handful  of 
stocks.  Ever>one  following  the  market 
saw  this,  but  most  ignored  it.  To  Dilanni 
it  was  the  c-entral  factor. 

V.atching  the  same  mass  of  technical 


indicators  in  1976.  Dilanni  shifted  his 
attention  to  quite  a  different  aspect  of 
the  market:  the  relationship  between  in- 
terest rates  and  stock  pric-es.  The  bell- 
wether federal  funds  rate  had  descended 
all  the  way  too'J  from  over  10*5^^.  but  the 
DJI  was  unable  to  move  on  to  a  new 
high:  in  spite  of  numerous  attacks  on  the 
1000  level,  the  market  kept  backing 
away.  The  institutions  meanwhile  were 
almost  fully  invested;  their  bu\ing  power 
had  been  exhausted. 

At  this  point.  Dilanni  s  mind  made 
one  of  those  leaps  that  characterize  those 
who  outthink  their  fellows  With  interest 
rates  at  a  recent  low.  he  reasoned,  the 
ne.xt  move  in  interest  would  ha\e  to  be 
up.  If  the  market  c-ouldn  t  break  through 
1000  now.  what  would  happen  to  it  when 
interest  rates  started  to  rise,  sucking 
money  out  of  the  market  again?  Onc-e 
more,  he  emptied  his  pension  funds  of 
all  stocks  just  before  the  DJI  broke  by  a 
sc-ar>  260  points. 

But  Dilanni  s  technical  work  also  re- 
vealed that  w  hile  the  big  blue  chips  w  ere 
unable  to  gain  much  ground,  the  so- 
called  second  tier  w  as  outperforming  the 
market.  That  meant  it  was  oka>  for  the 
firm  to  keep  aggressive  acc-ounts  nearK 
100%  in  fundamentall\  strong  sec^indar> 
stocks,  mainl)  Gintel  s  favorites:  small, 
emerging  grow  th  c-ompanies  such  as  In- 
terway  Corp..  Church  s  Fried  Chicken. 
Monogram  Industries  and  H.H.  Robert- 
son Co.  He  keeps  the  number  of  stocks 
in  a  portfolio  between  6  and  13.  w  hich 
means  that  up  to  17%  of  that  S30  million 
in  indi\idual  ac-counts  can  be  riding  on  a 
single  securit\ . 

Right  now  Gintel  likes  Za>re  Corp..  a 
Framingham.  Mass  -based  retail  chain 
that  enjoved  boom  growth  in  the  Fifties 
and  Sixties,  but  overexpanded  in  the 
Seventies.  It  plummeted  from  43  in  1970 
to  around  6  last  >  ear  despite  a  book  value 
of  26.  But  the  c-ompan\  has  since  cut 
back  expansion,  shored  up  its  balanc-e- 
sheet  and  brought  in  new  management. 
Gintel  believes  it  is  poised  for  a  turn- 
around. From  a  technical  standpoint,  it 
showed  strong  downside  resistance 
throughout  1977.  holding  firmly  above 
its  1974  low  of  2.-5.  Gintel  has  bought 
about  1-50.000  shares  at  bet\veen  9  and 
15.  Though  it  is  now  selling  at  onl>  15. 
Gintel  expects  Za\Te  s  f>er-share  earn- 
ings to  reach  about  S2.60  this  >ear  and 
climb  to  S5  within  the  next  three  years. 

Who  wants  all  his  money  in  a  few 
dogg>  stocks  like  Za>  re  s  or  Church  s? 
Says  Gintel:  I  think  the  conc-entrating 
that  we  do  is  less  rislo.  than  a  broadl>' 
diversified  jwrtfolio  of  blue  chips  that 
someone  buys  and  goes  to  sleep  with. 
You  should  have  substantial  appreciation 


or  it  really  isn  t  worth  the  risk.  If  you 
don  t  want  risk,  you  might  as  well  go  into 
the  bond  market." 

In  addition  to  Za>Te.  Equitx  Advisors 
has  rec-ently  taken  major  positions  in 
F.W.  Woolworth  Co..  Relianc-e  Group. 
Southland  Royaltx  and  Digital  Ecjuip- 
ment  Corp.  \\"<x)lworth.  the  old  variet\' 
chain  gone  heaviK  into  disctjunting.  has 
a  pric-e/eamings  ratio  of  about  6.  a  7% 
yield,  and  is  selling  at  about  20.  despite  a 
book  value  of  36. 

Southland  s  per-share  earnings.  Gintel 
beheves.  will  reach  nearly  S4  this  \ear. 
compared  to  S3  in  1977.  .\nd  he  feels 
Digital,  with  an  expected  earnings 
growth  rate  of  35%.  is  underpric^d  at  its 


Dilanni  the  tichniciah 


Peaks  and  valleys  adorn  his  walls. 

present  49.  Gintel  has  been  saddled  with 
some  losers,  among  which  is  Super- 
scope.  He  purchased  a  big  chunk  of  the 
stock  in  June  1976  at  around  20;  it  s  now 
selling  at  10. 

Right  now  the  firm  s  individual  ac- 
c-ounts are  nearly  100%  invested  in 
stocks,  though  Dilanni  s  pension  ac 
counts  are  about  -50%  in  cash.  Says  he. 
"So  much  money  has  been  made  in  the 
market  so  far  this  year  that  it  needs  a 
certain -amount  of  time  to  digest  the  ad- 
vances. But  Dilanni  is  bullish  and  plans 
to  reduce  his  cash  position  gradually  in 
the  months  ahead.  The  average  DJI 
stock  has  historically  >  ielded  3%  at  mar- 
ket tops.  And  since  it  now  vields  .5.7%, 
he  forecasts  the  DJI  will  vacillate  in  the 
820-to-900  range  for  at  least  the  next  six 
months,  then  break  through  to  1150 
sometime  next  year. 

God  bless  him!  May  he  be  as  right 
about  a  1979  bull  market  as  he  was  about 
the  bear  markets  in  1973  and  1977  ■ 
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Trader  in  the  Panama  Canal,  i  )i  route  to  Japan  from  Sorfolk.  Virginia. 


Capital  equipment. 
It  keeps  us  and 
our  customers 
growing  strong. 

In  any  business,  capital  equipment 
means  growth.  And  because  we  specialize 
in  innovative  ways  to  use  capital  equip- 
ment dollars  more  effectively,  our  expertise 
has  helped  Itel  grow  as  much  as  it's  helped 
our  customers. 

Since  we  concentrate  on  two  of  the 
largest  categories  of  capital  equipment  — 
transportation  and  computer  equipment  — 
we've  built  a  large,  ever-expanding  asset 
base  in  order  to  meet  our  customers'  grow- 
ing needs. 

The  result  has  been  outstanding  financial 
performance.  In  the  first  six  months  of 
1978  alone,  Itel's  revenues  reached  a  new 
high  of  $265.9  million,  compared  to  $164 
million  for  the  same  period  last  year.  And 
our  net  income  for  the  first  half  of  the 
year  increased  to  a  record  $16.8  million. 

We've  designed  and  built  our  success 
in  capital  equipment  leasing  with  innova- 
tive marketing  ideas.  And  as  we  continue 
to  grow,  the  same  type  of  creative  thinking 
will  serve  our  customers  as  well  as  it's 
served  us. 

Itel.  We're  a  company  that  will  grow 
on  you. 

For  further  information,  write  or  call 
for  our  annual  report.  Itel  Corporation, 
One  Embarcadero  Center,  San  Francisco, 
California  94111,  (415)  955-0000. 


ASSETS 

Millions  of  Dollars 


1973    1974    1975    1976  1977 


Itel  Stock  is  traded  on  the  NYSE  under  the  symbol  I. 


From  pampering  skin 
to  protecting  products... 

LAiion  Camp  is  part  of  your  life! 


You  can't  always  see  us  but  we're  there.  Our 
chemicals  are  important  ingredients  in 
hundreds  of  products  that  touch  your  life 
every  day.  In  the  booming  beauty-care 
market  our  special  emollients  go  into  creams, 
cosmetics,  lotions  and  bath  oils.  We're  even 
turning  turpentine  into  an  amazing 
array  of  flavor  and  fragrance 
products  for  things  like  toothpaste, 
soaps,  food  and  fine  perfume.  But 


Union  [amp 


that's  just  part  of  Union  Camp. 

Our  corrugated  containers  package  just 
about  everything  from  pianos  to  peanuts. 
They  help  age  tobacco  and  keep  food  fresh. 
Virtually  everything  you  use  — appliances, 
furniture,  automobiles,  food,  clothing  and  a 
great  deal  more  is  shipped,  at  some 
point,  in  a  corrugated  box.  Our  products 
are  a  vital  part  of  your  day  to  day  living 
—  and  that's  a  great  way  to  grow! 


Ikv   Union  Camp  Corporation.  1600  Valley  Road.  Wayne.  New  Jersey  07470 


Growii^  in  more  ways  than  one. 

PAPER  •  PACKAGING  •  CHEMICALS  ■  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 


Cadburij  Schweppes  Managing  Director  Basil  Collins 


The  gimlet  inventor  aims  for  a  hole  in  the  U.S.  soft  drink  market. 

Schwepped  Away? 

The  wonderful  folks  who  bring  you  quinine  water 
and  Rose's  lime  juice  are  now  invading  the  U.S. 
soft  drink  market.  Good  luck,  fellows! 


By  GEOFFREY  SMITH 

That  old  Schweppervessence  is  in 
the  air — effortlessly  chic,  sparkling  with 
coolly  controlled  vitality,  redolent  with 
Madison  Avenue  hype: 

"I  invented  the  American  gimlet,' 
confides  impeccably  tailored  Basil  Col- 
lins, managing  director  of  Britain's  $1.7 
billion  (sales)  Cadbury  Schweppes.  It  oc- 
curred to  him  one  day,  he  says,  that  the 
old  British  gimlet — an  "undrinkable' 
half-lime-juice,  half-gin  concoction — 
might  be  made  more  agreeable  to  the 
Yankee  palate  by  raising  the  voltage  to  a 
4:1  or  5:1  martini-style  level.  The  rest  is 
history. 

"Creating  the  Rose's  lime  juice  [a 
Schweppes  subsidiary]  business  in  the 
States  is  one  of  the  things  I've  enjoyed 
doing  most  in  my  life,  "  Collins  goes  on, 
with  just  the  hint  of  a  smile.  Then  the 
pitch:  "No  other  lime  juice  can  match 
Rose's  aura  rtf  absolute  elegance  and  so- 
phistication. ..."  He  pauses  to  let  that 
hyperbole  take  effect.  Then  the  bottom 
line:  "We  must  have  about  65%  of  the 
lime  juice  market  in  America.  It's  mak- 
ing as  much  money  as  Schweppes  U.S. 


Having  made  his  name  in  the  States, 
Collins  now  hears  the  call  of  Horace 
Greeley  as  never  before:  "The  U.S.  mar- 
ket is  our  priority  over  all  markets  for  all 
our  products,'  he  declares.  It's  not  hard 
to  see  why.  Americans  gobble  4  times  as 
much  candy  as  the  British  (on  a  per 
capita  basis,  it's  roughly  equivalent)  and 
guzzle  14  times  as  much  soft  drink.  And 
Schweppes,  which  got  4%  of  its  $56.8 
million  in  earnings  last  year  from  North 
America  on  7%  of  its  sales,  has  scarcely 
tapped  the  market. 

But  there's  another,  more  pressing 
reason  for  Collins'  renewed  interest  in 
the  States:  Cadbury  Schweppes  is  facing 
sharply  increased  competition  in  the 
British  home  market,  which  still  ac- 
coiuited  for  60%  of  sales  in  1977  (but  just 
52%  of  earnings). 

Schweppes  soft  drinks  and  mixers 
were  clobbered  last  year  in  Britain:  With 
volume  off  10%,  trading  profits  fell  from 
over  $20  million  to  little  more  than  $7 
million.  Granted,  the  weather  this  past 
summer  was  simply  awful,  and  financial- 
ly pressed  Britons  bought  less  high- 
priced  li(|uor  that  might  have  been  dilut- 
ed by  a  Schweppes  tonic.  But  the  main 


reason  the  Schweppes  British  soft  drinks 
and  mixer  business  encountered  such  a 
critical  setback  was  the  breweries,  which 
own  Britain's  pubs.  Whereas  ten  years 
ago  85%  of  the  mixers  sold  in  pubs  were 
made  by  Schweppes,  today  that  market 
share  has  slumped  to  perhaps  as  little  as 
50%  because  the  breweries  have  been 
pushing  their  own  brands. 

"They  [the  breweries]  really  came 
back  into  soft  drinks  in  strength  about 
five  years  ago  when  the  consumption  of 
beer  was  beginning  to  level  out,  "  Collins 
explains.  To  balance  this  Collins  is  trying 
to  improve  market  share  in  the  super- 
markets, especially  in  the  diet  mixers, 
but  he  concedes:  'Competition  in  both 
pubs  and  the  grocery  trade  is  very  high 
right  now." 

Cadbury  Schweppes'  main  product 
line  (41%  of  sales  and  51%  of  profits)  is 
candy,  which  showed  a  mouth-watering 
45%  jump  in  profits  last  year  in  the  big 
U.K.  market  despite  a  75%  hike  in  ad- 
vertising expenditures.  But  here,  too, 
the  competition  is  pretty  stiff  and  futiue 
growth  potential  looks  unexciting.  While 
sugar  candy  consumption  was  up  4%  in 
Britain  last  year,  that  gain  was  offset  by 
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The  Brt  oi 
Industrial 
Development: 

a  Dividend  oi 
Corporate  Prestige 

Corp)orat('  art  collet  tions  are  a 
specialty  al  Berry-Hill  Galleries. 
We  maintain  a  distinguished 
inventory  of  original, 
museum-t|uality  paintings 
pertinent  to  business,  commerce 
and  industry. 

For  further  information  on  the  art 
of  >o(/r  industry,  please  contact 
Frederick  D.  Hill  al 

.  Berry-Hill 
^  Galleries,  Inc. 

743  Fifth  Avenue. 
New  York.  N.Y.  100^2^2 
^  (^21-2)371-6777 

Vl  T.  Smedley  (1858-1920) 

"I  .Saw  Tall  Derricks-  bv  ihe  Hundreds  Rise" 

Walen  iilor.  1.3'/4  x9i4  ins. 

.^isned  and  daled:  W.  T.  Smedley  1886 


Forbes  Diary  1979 


To:  Forbes  Diary    (att:  Mr,  Ted  York)  60  Fifth  Ave.,  NY  10011 

Send  me  1979  Forbes  Diary(ies)  at  $15  each.  My  check  for 

ncluding  applicable  sales  tax*  payable  to 


T  13   *^         ..^.^.^  ^^^J^^M^ 

Forbes  Inc.  is  enclosed.  For  orders  of  more  than  fi\'e  diaries  and 
personalization,  please  inquire  about  special  rates. 


Name- 


Address. 
City  


State 


Zip . 


Shipments  will  be  made  by  October  31st.  □  Please  bill  me. 

'  Please  add  8%  in  New  York  City,  sales  tax  elsewhere  in  New  York  State 
■e    as  prescribed  by  law. 


Everything  the  executive 
wants  in  a  diary  handsomely 
presented  with  fine  quality 
paper  and  binding. 

■2  full  pages  per  week 

■hourly  schedule  plus  note 
space  for  each  day 

■personal  data  record 

■  record  of  securities 
bought  and  sold 

■  chart  of  security  and 
financial  trends 

■  U.S.  and  international  air 

distances 

■metric  conversion  tables 

■  toll  free  800  telephone 
directory 

■  staff  vacation  chart 

■  record  of  charitable 
contributions 

■statistics  on  top  U.S. 
corporations 

■time  chart  world  cities 

•  currency  converter 

■  mini'diary  for  first  3 
months  of  following  year 

■ribbon  marker 

■brown  kivar  padded 
binding  imprinted  in  gold 

■size— 8"  X  10" 

■  custom  designed  gift  box 


a    2%    (Iccliiif    in    chocolate  candies. 

"There  has  been  a  major  hiccup  in 
chocolate  confectionery  consumption  in 
the  last  few  years  because  of  the  terrific 
rise  in  the  price  of  cocoa,"  Collins  ex- 
plains. "It  went  from  t450  to  t.500  a  ton 
up  to  t3.()0()  a  ton  [$6.(KK)]  after  the 
comniodit)  l)()()m  in  1974.  Now  it's  back 
around  t2.0()(),  but  it  will  never  get  back 
to  the  old  level." 

All  this — and  socialism,  too — inakes 
Collins  hanker  after  those  green  Yankee 
pastures  where  he  fared  so  well  in  the 
past.  So  in  April  Schweppes  laid  out  S58 
million  for  SI 00  million  (sales)  U.S.  can- 
cK  inaker  (Almond  Jo\ ,  Mounds.  York 
Peppermint  Patties)  Peter  Paul.  That 
will  raise  Cadbury  Schweppes  share  of 
the  American  candy  market  from  1.5%  to 
10%,  making  it  nuinber  three  behind 
Hershey  and  Mars.  It  also  gives  the  com- 
pany two  new  product  lines  (coconut  and 
mint  candies)  and,  what  is  liiore  impor- 
tant, a  siTiooth-fuiictioning,  nationwide 
distribution  system.  Significantly,  the 
old  Peter  Paul  management  will  be  run- 
ning Cadbury-U.S.,  which  some 
Schweppes  watchers  in  Britain  take  as 


".  .  .  Can  a  smart, 
sophisticated  Briton  stand 
up  to  the  likes  of  Coke, 
Pepsi  and  7UP?  .  .  ." 


tacit  acknowledgment  that  despite  heavy 
investment  the  Cadbury-U.S.  effort  had 
been  making  disappointing  progress. 

But  the  coiTipany's  boldest  move  in 
the  States  is  its  invasion  of  the  huge  but 
rough  U.S.  soft  drink  market  with  Roti 
do — The  Thirst  Crusher,  a  low -fizz  citrus 
drink  (not  unlike  watered-down  Bitter 
Lemon).  Priced  to  compete  with  Coke. 
Pepsi-Cola  and  7UP.  Rondo  in  its  lemon 
yellow  cans  has  been  outselling  Coke  s 
and  Pepsi  s  cans  in  tests  in  southern 
California  and  Kansas  City.  Collins  sa\s 
he  11  be  nationwide  with  Rondo  in  about 
three  years,  on  the  strength  of  a  §9- 
million-a-year  ad  campaign  that  is  as  ma- 
cho as  Ernest  Heming\\  ay  s  fantasy  life. 

Even  the  low-fizz  feature  is  designed 
to  make  Rondo  what  the  trade  calls  a 
"sweat  drink  for  the  active  young  male. 
"It  htfs  lower  carbonation  so  you  can 
drink  it  fast.  Cpllins  explains.  "If  you  do 
that  with  too  fizzy  a  drink,  you  get  hic- 
cups." Rondo  will  not  carry  the 
Schweppes  naine.  "Schweppes  means 
sophisticated  adult  drinking,  says  Col- 
lins. "Rondo  is  mass  soft  drinks." 

Can  the  smart,  sophisticated  Briton 
stand  up  to  the  likes  of  Coca-Coli,  Pepsi. 
Philip  Morris  (7UP)'?  Can  it  carve  itself  a 
profitable  niche  in  a  crowded,  ferocious 
business?  It's  one  devil  of  a  risk,  but  if 
you  are  British  these  da\'s  you  can't  real- 
ly afford  to  be  a  stay-at-home.  ■ 
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America  has  enough  coal 

to  last  for  the  next 
several  hundred  years. 


Long  before  the  coal  is  gone, 

our  scientists  will  have  developed 
other  sources  of  energy,  such  as 
geothernnal  or  fusion.  One  or  more 
of  the  developing  technologies 
may  be  part  of  the  ultimate  solution 
to  our  energy  problem. 

But  in  the  meantime,  we  must  use 
what  we  have— coal  and  nuclear 
energy.  Natural  gas  is  expected  to 
become  too  scarce  to  depend  on 
to  meet  new  energy  requirements. 
Oil  makes  us  too  dependent 
on  foreign  sources. 


A  small  amount  of  nuclear  fuel 

can  generate  a  large  amount  of 
electricity,  and  the  breeder  reactor 
actually  produces  more  fuel  than 
it  consumes.  Coal  is  plentiful- 
America's  known  supply  should  be 
enough  for  centuries.  That  will 
give  our  scientists  enough  time  to 
develop  other  energy  sources. 

Meanwhile,  Middle  South  Utilities 

plans  to  have  10  coal-fired 
generating  units  by  1990,  and 
we  have  our  region's  first 
nuclear-fueled  generating  unit 
in  operation,  a  second  approaching 
commercial  operation,  and  three 
more  under  construction. 


At  Middle  South  Utilities,  we're 
making  energy  that  makes  sense. 

MIDDLE 
SOUTH  m 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc. 


Yankee,  Come  Back! 

New  York  is  trying  to  become  the  premier  international  money 
center,  but  Federal  Reserve  roadblocks  and  resistance 
from  regional  bankers  may  stand  in  its  way. 


Ten  years  ago  New  York  and  London 
were  neck  and  neck  in  competition  to 
become  the  world  s  premier  money  cen- 
ter. Each  city  had  about  290,000  em- 
ployees engaged  in  banking  and  finance. 
But  the  growth  of  the  Eurodollar  market 
has  changed  all  that.  State,  local  and 
federal  taxes  and  banking  restrictions 
have  inhibited  New  York's  growth,  while 
London,  operating  in  relative  freedom, 
has  become  the  principal  center  for 
Eurocurrency  trading.  That  pool  of  mon- 
ey has  grown  from  less  than  SlOO  billion 
in  1971  to  some  S500  billion  today. 

As  a  result,  toda\  there  are  actualK' 
more  American  banks  with  offices  in 
London  than  in  New  York;  the  London 
financial  center  boasts  about  440.000 
employees  compared  to  New  York  s 
330.0Ci0.  While  New  York  has  gained 
about  40,000  banking  jobs,  London  has 
gained  150,000,  nearly  four  times  as 
man\-.  In  addition,  the  big  foreign  ex- 
change and  commercial  banks  have  set 
up  operations  in  Nassau  and  Grand  Ca>'- 
man  Island  to  skirt  local  tax  laws  and 
other  restrictions. 

New  York's  politicians  and  bureau- 
crats have  finally  recognized  how  much 
business  has  slipped  through  their  hands 
and.  at  the  urging  of  Citicorp's  Walter 
^^'riston  and  other  big  bankers,  the  state 
legislature  has  recentK'  passed  legisla- 
tion to  establish  an  offshore  banking  zone 
in  New  York.  The  legislation  allows  the 
banks  to  create  International  Banking 
Facilities,  or  IBFs,  which  will  be  able  to 
accumulate  foreign  source  deposits  and 
book  foreign  loans  without  incurring 
state  or  local  tax  liabilit\  on  income. 
With  state  and  local  taxes  added  to  feder- 
al levies,  the  effecti\e  tax  bite  exceeds 
60% — well  in  excess  of  the  52%  rate  in 
London.  But  when  state  and  local  taxes 
are  dropped,  the  bite  falls  to  48%.  giving 
New  York  a  slight  edge  over  London. 

The  New  York  Clearing  House  and 
several  of  the  big  banks  have  finally  per- 
suaded local  legislators  that  creation  of 
the  offshore  banking  zone  would  bring  as 
many  as  6,000  jobs  back  to  the  city  from 
overseas,  increasing  local  pay  rolls  by  as 
much  as  S90  million  a  year.  Of  course, 
not  all  offshore  money  centers  will  be 
aifected  by  the  IBFs.  Offices  in  faraway 


cities  like  Singapore.  Hong  Kong  and 
Bahrain — and  even  to  some  extent  Lon- 
don— will  remain  staffed,  thanks  simply 
to  time  zone  differences.  With  one 
branch  in  Singapore,  for  example,  and 
another  in  Bahrain,  a  U.S.  bank  can  in 
effect  employ  a  24-hour  workday.  Not 
even  tax  relief  will  outweigh  that  advan- 
tage. Since  Caribbean  time  and  New 
York  time  are  the  sa?ne,  however,  the 
S66  billion  or  so  in  American  bank  assets 
now  reposing  in  the  Bahamas  is  likely  to 
return  to  New  York. 

New  York  bankers  have  more  than  a 
warmhearted  ci%ic  interest  in  the  IBFs. 


They  also  have  some  cold-blooded  com; 
mercial  reasons  to  support  the  Facilities. 
For  one  thing  there  are  all  those  New 
York  bonds  the  banks  have  in  inventon.. 
For  another,  the  falling  dollar  and  ridicu- 
lousK  high  prices  throughout  most  of  the 
world  s  classy  cities  are  making  it  expen- 
sive to  keep  an  American  banker  on  for- 
eign shores.  More  employees  at  home 
can  mean  lower  personnel  costs. 

Taxes  alone  aren't  what  has  kept  the 
IBFs  from  starting  up.  Before  IBFs  can 
get  going,  the  Federal  Reser\e  Board 
must  agree  to  exempt  them  from  reserv  e 
requirements  on  deposits  and  limitations 
on  interest  a  U.S. -based  bank  can  pay 
depositors.  Without  removal  of  these  re- 
strictions, known  as  Regulations  D  and 
Q.  the  IBFs  are  dead. 

Although  the  exemptions  make  a  lot  of 


sense,  the  Fed  hasn  t  been  very  recep- 
tive. "It  [the  IBF  proposal]  would  bring 
back  to  the  U.S.  business  that  has  been 
displaced  by  actions  of  our  own  doing. 
Henr>  C.  Wallich,  a  member  of  the 
Fed  s  board  of  governors,  told  Forbes  as 
the  debate  was  heating  up.  But  it  raises 
some  very  serious  (juestions:  Will  funds 
now  available  for  domestic  lending  be 
more  available  onK'  for  foreign  lending? 
Can  we  maintain  control  over  the  money 
supply?  The  trouble  with  Wallich's  ar- 
gument is  that  London  and  Bahamas 
branches  are  already  circumventing  the 
Fed;  the  IBFs  would  simply  permit  New 
York  to  do  w  hat  London  and  Grand  Ca>  - 
man  are  already  doing. 

What  is  more  likeK  is  that  the  Fed  s 
reluctance  reflects  the  thinking  of  re- 
gional bankers  in  such  U.S.  money  cen- 
ters as  Chicago.  Dallas.  Philadelphia  and 
Miami  who  would  like  to  see  the  Fed 
keep  Regulations  D  and  Q  in  force  in- 
definiteK  .  The  regional  bankers  don  t 
share  New  York  s  enthusiasm  for  the 
IBFs  because  as  things  now  stand  the 
non-New  York  banks,  which  tend  to  be 
smaller  than  those  in  New  York,  can 
compete  on  an  equal  footing — per  dollar 
of  capital — with  the  big  New  York  banks. 
But  thanks  to  restrictions  on  interstate 
banking,  the  out-of-towners  lending  ac- 
tivity from  New  York  offices  would  be 
much  less  per  dollar  of  capital  than  that 
of  their  New  York  competitors. 

"  If  the  market  moved  in  substantial 
portion  to  New  York  we  might  find  our- 
selves at  some  competitive  disadvantage 
relative  to,  say.  Citibank.  sa\s  Michael 
Richardson,  vice  president  of  S5.9  billion 
(assets)  First  National  Bank  in  Dallas. 
"Before  we  can  support  the  IBF  propos- 
al, we'd  w  ant  the  ability  to  use  our  bank  s 
full  legal  lending  limit  in  New  York, 
which  almost  implies  a  branch  there; 
that  isn't  legal.  It's  tricky  ' 

What  the  non-New  Yorkers  don't  say 
is  that  if  they  don't  like  doing  business  in 
New  York,  they  can  set  up  their  own  free 
banking  zones.  Or  they  can  continue  in 
London.  Freezing  New  York  out  of  this 
money  market  simply  hurts  a  city  that 
badl>  needs  jobs  without  in  any  wa\ 
giving  the  U.S.  authorities  better  control 
over  Eurodollars.  ■ 
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WHEREVER  IN  THE  WORLD 
YOU  DO  BUSINESS,irOU  GET  A I0T  MORE  FROM 
BANKOFAMERICATHAN  JUSTCREDIT. 

At  Bank  of  America  you  get  all  the  financial  services  you'd  expect 
from  one  of  the  world's  largest  banks.  But  you  get  more  than  that— and  you 
get  it  fast! 

For  instance,  we've  streamlined  our  organizational  structure  so  that 
now  you  can  get  the  decisions  you  need  right  on  the  spot  in  your  part  of  the 
world.  And  we've  established  a  sophisticated  communications  network  that 
even  uses  satellites  to  speed  up  the  process  of  gathering  financial  information 
for  you  from  all  over  the  world. 

But  best  of  all  when  you  deal  with  Bank  of  America,  you  get  a  total 
commitment  to  quality.  Our  people  are  carefully  trained  to  be  responsive  to 
the  needs  of  each  and  every  customer.  Take  our  industry  specialists.  TTiey 
each  know  just  about  everything  there  is  to  know  concerning  the  industry 
in  which  they  specialize.  And  their  experience  and  advice  are  yours  for 
the  asking. 

So  whether  you're  a  cotton  grower  in  the  United  States  or  a  textile 
manufacturer  in  Thailand,  come  to  us  for  any  kind  of  banking  assistance 
you  may  need.  And  see  how  M  1^ 

much  more  you  get  at  BAN  KOF  AM  E  Rl  CA  111 

Bank  of  America.  World  Banking  Division. 

On  the  spot  when  you  need  us. 


Our  North  American  Division  can  provide  crop  producrion  financing 
for  U.S.  cotton  and  our  Asia  Division  can  finance  the  equipment  for  the  millinti:  of  the  cotton  in  Thailand. 


How  a  Key  Agent  of  The  Home 
made  it  his  business  to 
iceep  his  client  in  business. 

Billings,  Montana.  An  out-of-control  car 
crashed  into  an  automobile  showroom 
owned  by  baseball  great  Dave  McNally. 

He  called  his  Home  Key  Agent,  Pete 
Hoiness,  of  the  Hoiness-LaBar  Agency. 
Within  minutes,  the  car  was  removed. 
The  premises  were  then  cleared,  and  the 
showroom  secured  for  the  night.  The 
next  morning  Pete  made  sure  the  glass 
was  replaced  and  that  Dave  McNally  wa 
back  in  business. 

On-the-spot  service.  Another  reason 

'  '  '^^^  Key  Agents  give  you  that ''Something  Extra! 


is 


your  Home  Key  Agent  is  the  man  to  see 
when  it  comes  to  insurance.  He  gives 
you  that  "Something  ExtraT 

For  the  name  of  the  Key  Agent  nearest 
you,  look  in  the  Yellow  Pages. 


The  Home 

Insurance  „, 
Company    .  In 

ACity  Investing  Company 


Chile, 
Without 


The  Chilean  junta's 
economic  judgment 
is  proving  better 
than  its  political 
decency. 

By  LAWRENCE  MINARD 

In  the  five  years  since  it  toppled  Dr 
Salvador  Allende  Gossens  Marxist  gov 
ernment.  Chiles  ultraright-wing  juntd 
has  earned  worldwide  notoriety  foi 
bloody  repression  in  the  political  sphere, 
and  for  rigorous,  let-the-weak-perish 
monetarism  in  the  economic  sphere.  In  a 
better  ordered  universe,  one  in  which 
political  decency  was  essential  to  eco- 
nomic progress,  the  junta  s  midnight  ar- 
rests and  torture  might  only  have  led  to 
further  economic  distress.  But  the  fact  is 
the  junta's  economic  judgment  (and  ab- 
solute authority)  is  better  than  its  politi- 
cal morality.  Chile's  economy,  wrecked 
by  a  leftist  government,  is  improving 
under  the  successor  Dictatorship  of  the 
Right.  Daily  life  remains  fear-ridden  for 
many  and  a  bland  grind  for  most  of  the 
10.6  million  people  of  the  copper-rich, 
mountainous  nation  that  snakes  along 
2.650  miles  of  South  America  s  rugged 
southern  Pacific  coastline.  In  the  imper- 
fect universe  he  is  stuck  with — at  least 
for  now — the  average  Chilean  s  econom- 
ic prospects  are  probably  brighter  today 
than  they  have  been  in  a  decade. 

"When  you  consider  all  the  surprises 
that  confronted  us,  our  economic  poli- 
cies are  working  even  better  than  we  had 
hoped,"  (Chilean  Finance  Minister  Dr. 
(of  economics)  Sergio  de  (Castro  Spikula 
recently  told  Forbes  as  he  and  Agricul- 
ture Minister  Alfonso  Manjuez  de  la 
Plata  Yrarrazaval  relaxed  in  their  plush 
suite  at  New  York's  Plaza  Hotel.  De 
Castro,  a  soft-spoken.  University  of  Chi- 
cago-trained monetarist,  continued: 

'.Already  our  inflation  is  down  to  30% 
[from  a  high  of  500%  under  Allende  and 
175%  in  19761  and  it  will  be  15%  next 
year.  .  .  .  And  next  year  we  will  produce 
enough  oil  for  45%  of  our  recjuirements 
[vs.  22%  today]."  According  to  de  Cas- 


Chile's  Finance  Minister  Sergio  de  Castro  Spikula 


Doing  nothing  a  good  monetarist  wouldn't  do. 


tro  s  statistics.  Chile  s  output  and  em- 
ployment are  growing  again,  although 
the  Greater  Santiago  unemployment 
rate  (13%  offically  and  probably  closer  to 
20%  if  you  include,  for  e.xample,  all  of 
Santiago's  "self-employed  "  pathetic  ped- 
dlers) is  still  dangerously  high  for  an 
industrial  nation. 

Dr.  Allende  s  Marxist  government  was 
probably  doomed  to  fail,  (^hile  is  long  on 
copper  and  national  pride,  but  short  on 
just  about  everything  else.  Its  population 
is  just  10.6  million,  about  the  same  as 
Ohio's;  its  total  land  mass  is  slightly  larg- 
er than  Texas  and  most  of  it  is  unusable 
anyway.  Unlike  South  Koreans,  Chileans 
are  not  under  the  relentless  whip  of  fear 
of  communist  invasion. 

Despite  these  handicaps,  Allende  be- 
lieved he  could  make  Chile  s  economy 
independent  from  the  industrialized 
"imperialist  powers  by  developing  do- 
mestic manufacturing  industries.  Fol- 
lowing Alexander  Hamilton  more  than 
Karl  Marx,  Allende's  technocrats,  like 
those  of  liberal  governments  before  his, 
created  a  hopeless  maze  of  import  duties 
and  tarifis  meant  to  protect  Chile's  na- 
scent businesses.  By  1973  tariffs  aver- 
aged over  90%  and  sometimes  hit  500%. 

To  assure  indcpendcucia,  Allende 
"bought  out  foreign  interests  lor  pen- 
nies on  the  dollar  value,  or  stole  them 
outright.  When  the  right-wingers  cut  Al- 


lende down  in  September  1973,  accord- 
ing to  de  Castro,  over  500  businesses 
were  owned  by  the  government. 

Unfortunately,  Allende  and  his-  tech- 
nocrats weren  t  much  at  squeezing  sur- 
plus value  out  of  C^hile  s  factories  to  meet 
their  vast  social  spending  promises.  So 
Allende  borrowed  heavily  from  foreign 
banks  and  governments.  External  debt 
hit  $3.5  billion  in  1972,  nearly  $400  per 
Chilean.  Annual  per  capita  debt  service 
costs:  nearly  $100,  among  the  highest  in 
the  world.  When  he  couldn't  borrow 
money,  Allende  printed  it.  Inefficient, 
protected  industries;  soaring  debts; 
drooping  foreign  investors  confidence; 
cheap  money  to  solve  the  foregoing — it 
all  created  a  burst  of  hyperinflation  that 
had  prices  jumping  ov  er  1%  daiUj  by  the 
time  the  generals  bonified  the  National 
Palace. 

It  got  worse:  As  the  getierals  were 
taking  charge.  OPEC'  was  (]uadrupling 
the  price  of  oil  and  sending  the  price 
of  copper — Chile  s  sometimes-powerful 
foreign  exchange  earner — reeling  from 
over  $1  a  pound  in  1973  to  50  cents  a 
pound  in  1976.  Remember:  Every  cent 
in  the  price  of  copper  is  worth  $20  mil- 
lion to  ("hile. 

The  situatioti  was  desperate.  What 
were  the  generals  to  do?  They  dt>cided, 
in  effect,  to  s(|ueeze  C>hile's  vast  (about 
75%  of  the  population)  middle  class,  as 
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U.S.  STEEL'S  JOHN  SKRYNECKI 
CAN  BE  ON  TOP  OF  AN  ORDER 

IN  30  SECONDS. 


PROBLEM: 

U.S.  Steel  took  a  close  look  at 
customer  service  and  saw  a  com- 
munications problem. 

Answering  customers'  queries 
about  the  status  of  orders  required  a 
lot  of  manual  posting  and  calls  to 
distant  mills. 


"We  seemed  to  be  spending  as  much 
office  time  as  mill  time,  per  order." 

And  every  change  in  the  order 
status  added  to  the  work  load. 

The  giant  steel  company  wanted 
any  service  rep  in  any  district  sales 
office  to  be  able  to  answer  any  order 
status  e^uestion  on  the  spot.  And  in 
detail.  Production  status.  Promise 
date.  Shipping  information.  Even  the 
carrier,  route  and  car  number. 

It  was  going  to  take  a  vast  and 
sophisticated   communications  sys- 
tem to  solve  the  problem.  So  U.S. 
Steel  consulted  the  Bell  System's  steel 
industry  experts. 


SOUmON: 

U.S.  Steel's  unique  needs  were 
met  coast-to-coast  and  end-to-end. 
Company  experts  and  Bell  System 
problem-solvers  worked  together  to 
design  and  install  what  was  the  larg- 
est private  network  of  Dataspeed "  40 
terminals— 400  high-speed  units  in 
29  U.S.  Steel  locations. 

Service  reps  can  check  the  status 
of  orders  while  customers  are  on  the 
line.  Manual  posting  is  just  about 
done  with,  as  are  calls  to  mills  for 
information. 

Customer  service  has  improved. 
Sales  fc^rce  time  is  being  better  uti- 
lized. Clerical  routines  and  phone 


"Now  we  can  even  tell  you 
the  number  of  the  car  your  order's  on." 

calls  have  been  reduced.  And  U.S. 
Steel  has  a  Bell  System-backed  sys- 
tem to  rely  on. 

Whatever  your  business— steel, 
stocks,  or  supermarkets— if  you 
haven't  talked  systems  with  your 
problem-solving  Bell  Account  Exec- 
utive lately,  your  company's  missing 
something. 

The  system  is  the  solution. 

Bell  System 


well  as  the  really  poor  Chileans,  in  order 
to  repay  Allende's  debts  and  to  reopen 
the  economy  to  imports.  The  junta,  led 
by  beefy,  ruthless  General  Augusto  Pin- 
ochet, made  enemies  in  every  c}uarter: 
While  he  was  firing  workers  and  tortur- 
ing students,  Pinochet  was  also  hacking 
into  those  duties  and  tariffs,  cutting 
them  from  over  90%  on  average  in  1972 
to  under  32%  in  1976  and  14%  today. 
Hundreds  of  small  textile,  electronics 
and  farm  businesses  went  broke.  In  1975 
even  the  official  figures  showed  unem- 
ployment at  nearly  20%,  vs.  less  than  4% 
during  Allende. 

In  1975  the  economy  shrank  by  over 
11%— in  inflation-adjusted  terms. 

But  the  jefes  gencrales  were  not 
then — and  do  not  seem  now — very  much 
concerned  with  their  popularity.  They 
held,  and  still  liold,  guns.  From  the  be- 
ginning they  said  they  wantetl  to  restore 
the  economy  to  health,  their  kind  of 
health,  of  course.  The  cure  was  brutal 
and  is,  still  brutal.  But  it  has  worked. 
Inflation  has  been  cut.  The  economy  is 
growing  again.  The  businesses  that  sur- 
vived are  profitable.  The  world  s  capital- 
ists, on  whom  little  Chile  must  ultimate- 
ly depend  for  jobs  and  markets,  are  con- 
fident their  loans  and  investments  are 
now  safe  in  the  country.  One  recent 
example;  Last  month  Endesa.  Chile  s  na- 
tional electric  utility,  borrowed  $90  mil- 
lion at  only  1.7%  above  London's  Inter- 
Bank  Offered  Rate.  ts.  the  2.5%  premi- 
um over  LIBOR  Chile  has  often  paid. 
And  the  Endesa  loan  was  the  first  in 
recent  memory  for  which  government 
guarantees  were  not  required. 

What  exactly  did  the  generals  do?  For 
one  thing  they  have  reduced  the  coun- 
try  s  dependence  on  copper  from  the 
70%  levels  common  throughout  the 
1960s  to  around  50%  today.  They  have 
used  tax  incentives  to  encourage  such 
foreign-exchange  earning  industries  as 
food  processing,  paper  products,  petro- 
leum goods  and  metal  fabrications.  All 
told.  Chiles  industrial  exports  have 
climbed  from  $103  million  (13%  of  ex- 
ports) in  1972  to  over  $700  million  (30%) 
today.  (Copper  exports  have  only  dou- 
bled, to  about  $1.2  billion.)  Other  fast- 
growing  export  businesses:  agriculture, 
livestock  and  fishing.  International  sales 
in  these  now  come  to  some  $200  million 
annually  u.s-.  821  million  six  years  ago, 
and  the  government  clearly  plans  more 
expansion.  Explains  Agriculture  Minis- 
ter Marquez: 

"We  are  a  country  of  hills  [i.e.,  the 
forbidding  Andes]  and  lakes.  Unlike  Ar- 
gentina, we  have  already  brought  most 
of  our  usable  land  into  use.  So  we  must 
now  replace  many  of  our  traditional 
crops  with  more  productive  ones, 
more — como  se  dice? — profitable  ones." 
With  the  international  market  rather 
than  the  government  directing  plant- 
ings,   Marcjuez  says,   wheat  plantings 


have  fallen  from  6.50,000  hectares  (1.6 
million  acres)  a  few  years  ago  to  550. (KX) 
hectares  today,  while  forestry  plantings 
have  jumped  from  50,000  acres  annually 
in  1972  to  2(X),000  a  year  ttxlay. 

Or  take  the  junta's  concentrated  effort 
to  attract  foreign  investment,  which 
Chile  desperately  needs  to  create  jobs 
for  its  urban  labor  force  that  is  growing  at 
around  4%j  annually. 

To  get  investment  rolling,  Pinochet 
pulled  ("hile  out  of  the  Andean  Pact  late 
in  1976.  The  Andean  Pact  is  a  treaty 
meant  to  create  a  kind  of  Common  Mar- 
ket among  Latin  American  producers. 
However,  Pinochet  could  not  abide  by 
the  terms  that  mandated  eventual  na- 
tionalization of  foreign  industry  and  for- 
bade all  profit  repatriation.  Withdrawing 


Confi  I'li: 


Economic  upturn  at  a  stoop  prico. 

from  the  pact  irked  Pinochet  s  neigh- 
bors. But  it  was  instrumental  in  bringing 
on  a  flood  of  foreign  capital. 

In  the  last  12  months  Exxon  plunked 
down  $111  million  for  the  rich  La  Dispu- 
tada  copper  mine.  The  company  says  it 
could  spend  another  $1  billion  in  the 
coming  decade  to  develop  the  property. 
Goodyear  paid  $34  million  for  a  tire 
plant.  St.  Joseph  Minerals  Corp.  is  ac- 
tively exploring  for  gold;  ARCO  has 
rounded  up  potential  oil  and  gas  tracts 
off  the  southern  coast  and  has  just  begun 
exploration.  De  Castro  beams: 

"Already  more  than  300  foreign  com- 
panies have  signed  contracts  with  our 
government.  The  junta  has  already  ap- 
proved nearly  $3  billion  in  foreign  in- 
vestments— almost  $300  per  (Jhiiean. 
Foreign  companies  are  obviously  very 
interested  in  Chile,  but  there  is  no  guar- 
antee the  money  will  be  spent. 

Those  500-odd  companies  taken  over 
by  .\llende  s  government?  "We  have 
sold  all  but  12  or  15  of  the  500,  '  de 
Castro  says.  "We  still  have  a  few  to  sell:  a 
cement  plant,  a  shipping  company  and  a 
woodpulp  plant.  I  think.  But  the  steel 
company,  copper  company  and  oil  petro- 
leum operation,  as  well  as  utilities — tele- 


phone, water,  electricity  and  airlint — 
these  we  want  to  keep,  although  we  may 
sell  shares  even  in  them.' 

So,  at  an  appalling  cost,  the  right-wing 
generals  have  done  what  they  set  out  to 
do:  put  Chile's  economy  back  on  a 
staunchly  capitalist  footing.  By  so  doing 
the  generals  have  no  doubt  brightened 
considerably  the  average  (.'hilean's  long- 
run  material  prospects.  But  don  t  think 
Chile  is  out  of  the  woods.  It  is  not. 

The  country  is  still  saddled  with  for- 
eign debts  totaling  nearly  S6  billion — 
more,  in  nominal  dollars,  than  in  the 
Allende  years,  slightly  less  in  inflation- 
adjusted  dollars.  Servicing  that  debt 
costs  the  country  over  $1  billion  annual- 
ly— SIOO  per  ("hilean  compared  to  per 
capita  GNP  of  just  $1,000;  and  the  cost 
won  t  ease  until  the  early  1980s.  The 
junta  will  scjueeze  the  people  to  pay  the 
debts,  forcing  de  Castro  to  concede; 
"The  next  two  years  will  be  hard." 

Nor  can  the  junta  truly  break  Chile's 
bonds  to  copper  s  volatile  price.  The 
country  s  vast  mines  at  El  Teniente,  Rio 
Blanco,  Exotica  and  El  Salvador  are  so 
rich  that  even  at  today  s  low  price  Chile 
will  earn  $160  million  on  its  900.000-t(m 
production.  If  the  mineral's  price  rose  to 
its  1963-77  average  inflation-adjusted 
price  of  90  cents  a  pound,  says  de  Castro, 
the  country  would  immediately  pocket 
$800  million,  enough  to  wipe  out  its 
gaping  $650  million  current  account  defi- 
cit. But  when,  or  even  whether,  copper 
prices  will  recover  is  an  open  question. 

.And  there  remains  Chile's  political 
problem,  running  through  the  nation 
like  the  San  Andreas  fault  runs  beneath 
California.  Chileans  are  not,  after  all. 
accustomed  to  club-wielding  dictators. 
They  could  throw  the  right-wingers  and 
their  policies  out.  Can  the  junta  now 
afford  to  loosen  its  grip?  Apparently  not. 
Says  de  Castro; 

"I  would  say  that  we  wifl  reach  a 
democratic  system  but  that  it  will  have 
some  variations  [from  the  pre-junta  plu- 
ralist system  that  allowed  Allende  to  win 
on  37%  of  the  vote].  ...  In  the  future, 
then,  I  think  we  will  have  something  like 
the  French  system,  where  you  must 
have  a  majority  'to  win.  .  .  .  But  when 
that  will  be  I  don't  know.  All  I  know  is 
that  a  transition  period  is  needed,  but  I 
don  t  know  for  how  long.' 

What  does  all  this  prove:*  Certainly  not 
that  dictatorship  is  better  than  a  freely 
elected  government.  Peru  s  bungling 
military  rulers  have  brought  their  coun- 
try to  the  edge  of  bankruptcy  (  Forbes, 
Oct.  16).  Fidel  Castro's  Cuba  stays  afloat 
only  on  a  sea  of  Riissian  subsidies  and  on 
the  export  of  mercenaries  to  do  the  Sovi- 
ets' dirty  work.  What  the  Chilean  case 
does  prove  is  that  economic  theory — 
brutally  practiced  by  an  illegal  and  blood- 
stained authoritarian  gang — may  over  the 
long  run  create  more  production  and  jobs 
than  economic  tinkering.  ■ 
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WHAT  DOES  rr  TAKE 
TOBEAGENIUS? 


According  to  an  old  adage,  genius  is  1%  inspiration  and  99% 
perspiration. 

We'd  like  to  update  that  a  litde. 

Because  more  than  perspiration,  a  genius,  like  the  rest  of  us,  needs 
information. 

All  ideas  come  from  information.  All  discoveries  begin  with  it,  and 
all  decisions  are  based  on  it. 

What  really  distinguishes  geniuses  is  that  they  know  how  to  me 
information— how  to  gather,  edit,  synthesize  and  otherwise  manage  it. 

We  raise  the  point  because,  by  no  small  coincidence,  managing 
information  is  what  Xerox  is  concerned  with,  too. 

We  make  copiers  and  duplicators  to  help  you  reproduce 
information. 

Electronic  typing  systems  that  let  you  create,  edit  and  store  it. 
Telecopier  transceivers  and  communicating  typewriters  that 
transinit  it. 

Computer  services  that  help  you  organize  it  and  use  it  efficiendy. 

Even  electronic  printers  diat  let  you  take  information  directly  from 
a  computer  — and  then  print  it  out  in  ways  other  printers  never  could. 

None  of  these  Xerox  machines  will  make  you  a  genius.  But  all 
of  them,  used  either  separately  or  as  part  of  a  system,  will  help  you  use 
information  more  ingeniously. 

Or,  to  put  it  another  way: 

Genius  is  the  inspired  use  of  information. 

You  manage  the  inspiration. 

And  we'll  help  you  manage  the  information. 

XEROX 

Tck-copicr         trademark  otXEROX  c:OI(lH  mATlON. 


Public  television 
goes  satellite. 


Variety.  It's  the  spice  of  television  life. 
Until  recently,  though,  all  television 
networks  transmitted  to  affiliates  only  one 
urogram  at  a  time. 

But  things  are  changing.  Thanks  to 
Western  Union's  Westar®  satellites. 

Take,  for  instance,  the  non-commercial 
J\iblic  Broadcasting  Service.  PBS  now  can 
Dolster  the  daily  programming  fare  of  its 
member  stations.  With  more  cultural, 
drama  and  public  affairs  programs. 

275  public  TV  stations  to 
eceive  programming  via  Westar. 

PBS  sends  television  signals  to  a  Westar 
satellite  22,300  miles  in  space.  Westar,  in 
pirn,  relays  the  signals  to  public  TV  earth 
'  stations. 

The  result:  275  public  TV  stations  in  the 
United  States,  Puerto  Rico  and  the  Virgin 
[slands  can  receive  live  programs  produced 
!  )\^  PBS  and  other  organizations. 

More  important,  however,  is  that  Westar 
dlows  PBS  to  distribute  up  to  four  programs 
il  once.  Unheard  of  in  broadcasting! 

Dthers  use  Westar  for 
i  urogram  variety. 

Major  program  packagers  and 
listributors,  such  as  Hughes  Television 
etwork  and  Robert  Wold,  Inc.,  feed 
housands  of  hours  of  satellite  television 
year  to  commercial  affiliates. 


Small  earth  stations,  like  this  one  in  Miami,  allow 
public  TV  stations  to  receive  Westar  signals. 

In  addition,  the  Spanish  Information 
Network  distributes  Spanish  language 
programs  to  U.S.  stations. 

Pending  FCC  approval.  Mutual 
Broadcasting  System  will  use  Westar  for 
more  than  800  radio  affiliates.  And  National 
Public  Radio  is  turning  to  Westar  for  its  198 
member  stations. 

Other  television  and  radio  broadcasters 
have  placed  orders,  too. 

Westar  offers  a  better  transmission 
signal  than  land  lines.  Excellent  sound 
quality.  And  down-to-earth  cost. 

Western  Union:  The  fastest  way 
to  get  the  word  around. 

With  two  Westar  satellites  in  orbit  (and  a 
new  generation  on  the  drawing  boards). 
Western  Union  is  the  fastest  way  to  get  the 
word  around.  For  a  copy  of  our  latest  annual 
report,  write  Boyd  Humphrey,  Western 
Union  Corporation,  One  Lake  Street,  Upper 
Saddle  River,  N.J.  07458. 
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The  Return  Of  Network  Radio 


Broadcasting's  poor  relation  has  languished  for  years. 
Now  it's  zooming  back  like  the  Green  Hornet. 


For  years  one  of  the  exceptions  to  the 
rule  that  it's  impossible  to  lose  money  in 
broadcasting  was  network  radio.  Pale 
shadows  of  their  Golden  Age  in  the  Thir- 
ties and  Forties,  the  major  networks 
struggled  on  unprofitably  year  after  year, 
while  television  reaped  the  rewards. 
No  more.  Consider: 

•  Overall,  ABC  Radio,  the  industry's 
leader  by  a  wide  margin,  made  some 
30%  pretax  margins  last  year,  and  its 
total' station  affiliates  have  quadrupled  in 
the  last  decade  to  nearly  1,600. 

•  Total  revenues  of  the  four  national 
radio  network  groups — NBC,  CBS,  ABC 
and  Mutual — have  more  than  doubled  in 
less  than  four  years,  to  $110  million,  and 
all  but  one  (NBC)  are  now  profitable. 

•  Network  radio  programming, 
locked  for  years  in  a  tired  format  of  news, 
weather  and  sports  as  a  break  for  re- 
cords, is  spreading  its  wings.  Radio  has 
rediscovered  coverage  of  major  sports 
events,  which  can  pull  huge  audiences 
and  big  advertising  revenues  even  if  the 
same  event  is  also  on  television.  In  fact — 
shades  of  The  Green  Hornet — there's 
even  a  revival,  of  sorts,  of  old-time  radio 
drama:  CBS'  scheduled  five-days-a-week 
Sears  Radio  Theater,  debuting  in  1979, 
which  will  consist  of  original  plays.  The 
announcement  even  made  the  lead 
headline  in  Variety  this  month.  "That's 
the  first  time  a  story  about  radio  has 
done  that  in  about  20  years,  laughs  Sam 
Cook  Digges,  president  of  CBS  Radio. 

What  made  things  so  tough  for  net- 
works in  the  last  20  years  is  that  radio 
had  become  primarily  a  h)cal  and  region- 
al advertising  medium,  says  Anthony 
Hoffman,  analyst  at  Bache  Halsey  Stuart 
Shields.  The  big  money — national  adver- 
tising— was  long  ago  preempted  by  tele- 
vision. By  the  mid-1960s,  network  bill- 
ings had  declined  to  5%  of  the  billings  of 
all  radio  broadcasting  (compared  to  50% 
for  network  television).  So,  even  though 
individual  radio  stations  could  do  quite 
well,  the  networks  over  the  last  20  years 
have  lost  money — over  $60  million. 
NBC  Radio  alone  lost  some  $10  million 
in  1975-77  when  it  tried  to  break  out  of 
the  mold  with  a  costly  news  and  informa- 
tion service  its  potential  subscribers,  in- 
cluding many  affiliates,  didn't  go  for, 
basically  because  they  didn't  want  to 
preempt  30  or  40  minutes  of  their  own 


profitable    local    programming  hour. 

That  was  a  key  reason  NBC  Radio  had 
a  top  management  shakeup  recently  in 
which  Jack  G.  Thayer,  its  former  presi- 
dent, was  moved  aside  and  the  division 
put  into  the  hands  of  Irwin  Segelstein, 
NBC  s  executive  vice  president-broad- 
casting. NBC  is  the  only  radio  network 
now  losing  money.  Vows  Segelstein,  a 
former  top  CBS  TV  and  record  execu- 
tive, "We'll  be  profitable  in  1979." 


In  stark  contrast,  ABC  Radio  Network 
earned  some  $12  million  last  year  pretax 
on  $40  million  in  network  revenues 
alone,  and  over  $30  million  all  told  on 
$100  million  in  revenues. 

Edward  McLaughlin,  president  of 
ABC  s  radio  network  operations,  doesn  t 
have  NBC  s  problem  today  because  a 
more  hungry  ABC  made  the  right  deci- 
sion back  in  the  late  1960s.  Says  he:  "We 
were  losing  money  like  everyone  else. 
We  made  the  decision  in  1968  to  make 
the  network  more  flexible.  The  key  was 
to  make  our  fonnat  compatible  with  the 
affiliates'  formats,  rather  than  to  dictate 
programming  down  from  the  top.  We 
put  large  chunks  of  dough  into  our  net- 
work operations.  We  broke  them  down 
into  four  separate  networks  which  pro- 
vided  news   and   sports — at  different 


times  of  the  hour — to  AM  stations,  FM 
stations  and  even  to  stations  that  are  in 
other  groups,  like  WOR  in  New  York.  " 

By  using  the  headline  approach  ABC 
attracted  lots  of  affiliates.  Says  McLaugh- 
lin: "When  you  can  attract  that  many 
affiliates  you  also  start  to  attract  advertis- 
ers, particularly  national  advertisers." 

CBS  up  until  a  few  years  ago  had  been 
content  to  go  with  its  mostly  news  for- 
mat. With  considerably  more  affiliates 
than  NBC,  CBS  managed  to  maintain  its 
network  as  marginally  profitable  during 
the  first  half  of  the  1970s.  CBS  has  be- 
come more  aggressive,  particularly  in 
competing  for  sports  programs.  This  year 
CBS  is  sponsoring  36  National  Football 
League  games,  including  the  Super 
Bowl  and  Monday  Night  football.  Two 
years  ago  it  started  to  broadcast  the  base- 
ball All-Star  Game  and  the  world  series. 
The  world  series  attracted  over  40  mil- 
lion listeners  to  CBS  Radio  Network  sta- 
tions. Not  only  does  sports  coverage  at- 
tract national  sponsors  but  it  enables  the 
network  to  provide  programming  to  local 
stations  outside  of  their  prime  time  so 
they  can  line  up  local  sponsors  or  nation- 
al sponsors  wanting  local  spot  coverage. 

A  programming  departure  for  CBS 
was  the  Mtjstery  Theater.  On  the  air  for 
four  years,  it  hasn't  been  a  big  commer- 
cial success.  Then  along  came  Sears, 
Roebuck,  which  had  been  shopping  the 
networks  looking  for  a  radio  program  one 
hour  a  day  (evening)  with  original  plays 
and  stories.  CBS  is  gambling  that  with 
Sears  planning  to  provide  most  of  the 
production  money  and  also  promoting 
the  show  by  sending  out  22  million  flyers 
a  month,  it  can  sell  it  to  enough  affiliates 
and  earn  a  profit.  The  incentive  for  local 
stations:  The  program  will  fill  nonprime 
advertising  time  and  Sears  will  urge  local 
Sears  managers  to  buy  up  to  four  min- 
utes of  time  on  the  program.  Others,  like 
ABC  and  NBC,  are  more  skeptical. 

Whether  the  Sears  Radio  Theater  is 
the  wave  of  the  fiiture  remains  to  be 
seen.  McLaughlin  of  ABC  thinks  taped 
or  live  concerts  may  prove  better  vehi- 
cles to  attract  national  advertisers — in 
addition  to  sports,  which  have  already 
proven  themselves.  But  the  advertising 
fi-aternit\'  will  be  watching:  If  the  Sears 
plays  draw  significant  audiences  you  can 
look  for  imitators  to  follow.  ■ 
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The  Swiss  Bank  Corporation  Keys. 

They  have  opened  financial  doors  throughout  the  world 

since  1872. 


SWISS  BANK  CORPORATION 


Main  Office  U.S.A.:  New  York.  Branch  Offices:  Chicago  and  San  Francisco.  Agency:  Atlanta. 
.  RepresentativeOfficesiLosAngelesandHog;St6n. 


Control. 


Controls  are  a  vital  working  tool  at 
Crane.  We  apply  them  in  many  ways. 

Our  valves  and  pumps  control  the  flow  of 
fluids  in  a  wide  variety  of  industries,  including 
such  prime  growth  areas  as  petroleum,  chemical 
and  power,  both  here  and  abroad.  We 
manufacture  many  kinds  of  pollution  control 
equipment  — from  ozonators  that  purify  and  clear 


wastewater  to  packaged  treatment  systems 
help  industry  meet  government  pollution 
standards. 

Our  CF&I  Steel  Corporation  is  one 
the  few  steel  companies  that  completely  coi 
its  steel  making  from  mine  through  mill.  Th 
control  assures  high  quality  in  the  steel  we 
into  rails,  into  casing  and  tubing  used  in  oi 


A  key  factor  in  Crane's  growth. 


•  lling  from  Alaska  to  Louisiana,  into  structurals 
I  :i  dozens  of  other  basic  products. 

A  distribution  network,  the  largest  serving 
'  industrial  and  construction  markets  in  North 
■  lerica,  gives  Crane  control  of  distribution  to 
|or  marketing  areas. 

In  aerospace  Crane  designs  and 
nufactures  the  brake  control  systems  used  on 


virtually  every  commercial  jet  and  military 
transport.  A  special  version  will  be  used  on 
NASA's  future  space  shuttle. 

Controls.  They  have  not  only  kept  us  at 
the  center  of  American  industry,  they  have 
helped  make  us  one  of  our  country's  most 
successful  billion-dollar  companies.  Crane  Co., 
300  Park  Avenue,  New  York,  N.Y.  10022. 


CRANE 

 ®_ 

Fluid  and  pollution  control/Steel/Building  products/ Aerospace  and  aircraft 


If  your  business  assb 
business  survive? 

SHERMAN 

&  C  OR  ^SP^  T  % 


Call  Prudential  about 
business  insurance. 

First  there's  the  shock  of  your  associate's  death.  Then  the 
hard  reality  of  finding  the  money  you  need  to  buy  his  or  her 
share  of  the  business.  And  the  fact  is,  the  amount  the  heirs 
want  to  receive  and  the  amount  you  want  to  pay  may  be 
entirely  different. 

A  specially  trained  Prudential  Agent  can  work  for  you, 
your  accountant  and  your  attorney  to  determine  the  current 
value  of  your  business  and  everyone's  share  in  it.  A  buy-sell 
agreement,  funded  by  a  Prudential  business  insurance  plan, 
can  be  the  lifesaver  your  business  needs. 

Or  you  may  decide  that  key  employee  insurance  is  your 
top  priority,  to  compensate  the  business  for  the  loss  of  an 
employee's  expertise  or  contacts.  There  are  split-dollar 
arrangements  that  can  be  used  as  a  valuable  fringe  benefit. 
Even  flexible  small  group  plans  for  you  and  your  employees. 
Your  Prudential  Agent  can  handle  them  all. 

So  whether  you're  half  of  a  "Mom  and  Pop"  business  or 
you're  a  principal  in  a  close  corporation,  call  Prudential. 
A  Prudential  Agent  can  help  ^ — 

your  business  survive  even  if  (jj^^  PHjd6ntldl 


your  associate  doesn't. 

Tria  Prudenttal  Insurance  Company  of  America 


Life  Health  Auto  Home 


Schhimbcrger  's  Chairman  and  Chief  Executive  Jean  Rihoiid 


Apres  moi,  not  to  worry. 

A  Singular  And 
 Mysterious  Giant  

Of  all  major  foreign  U.S. -based  firms,  Schlumberger  is  the  most 
profitable  and  fastest  growing.  Superior  technology?  Yes,  and  more. 


By  HAROLD  SENEKER 

The  projector  grinds  into  action.  It  is 
an  almost  arty,  very  professional,  full- 
'  length  feature  film  in  sound  and  color, 
j  made  at  great  expense  on  location  in 
)  Louisiana,  Nigeria,  the  North  Sea  and 
I  Kuwait,  and  it  does  nothing  more  than 
(depict  the  daily  lives  of  Schlumberger 
I  field  engineers. 

i  After  the  lights  come  on,  at  a  sugges- 
|tion  that  perhaps  the  film  is,  well,  a  bit 
:too  long,  the  company  PR  man  says  sim- 
Iply,  "Monsieur  Riboud  likes  it."  Then 
|the  Gallic  shrug. 

i  An  astonishing  corporate  indulgence, 
^ut  typical  of  Schlumberger,  Ltd.,  the 
fe2.2-billion-a-year  oil-field  service  giant, 
jind  of  Jean  Riboud,  its  president,  chair- 
jTian  and  CEO:  sophisticated,  larger- 
fchan-life,  self-admiring,  apparently 
Ipblivious  to  cost  and,  in  the  end,  insight- 

IuUy  aiming  at  what  Riboud  conceives  to 
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be  the  heart  of  the  corporate  interest. 

Schlumberger  is,  by  any  measure,  one 
of  the  most  successful  corporations  on 
earth,  so  you  do  not  smile  too  broadly  at 
the  corporate  indulgences.  Profits  last 
year  were  $40L5  million,  for  an  aftertax 
return  of  18.6%.  Schlumberger  made 
very  nearly  as  much  money  as  Xerox  did 
on  twice  the  volume,  and  had  a  higher 
profit  margin  than  legendary  IBM 
(14.9%).  Return  on  equity  was  33.1%,  an 
astounding  level  for  a  company  of  this 
size  carrying  almost  no  long-term  debt. 

And  how  it  has  grown.  Earnings  per 
share  have  compounded  at  37.5%  for  the 
past  five  years,  and  Wall  Street  analysts 
predict  $5.80  a  share  this  year,  up  from 
$4.68,  and  a  25%  growth  rate  into  the 
foreseeable  future.  Competitors?  Forget 
it.  Where  it  counts,  Schlumberger  is  as 
dominant  in  its  field  as  IBM  is  in  the 
computer  business. 

Where  it  counts  is  wireline  services. 


also  called  oil-well  logging.  Without  this 
service  the  $35  billion  to  $40  billion  be- 
ing spent  this  year  on  drilling  and  explo- 
ration for  oil  worldwide  might  have  to  be 
doubled  or  tripled  to  get  comparable 
results.  The  Schlumberger  field  engi- 
neer drops  a  long,  cylindrical  "sonde,"  or 
electronic  probe,  into  the  wellhole  on 
the  end  of  a  cable  (the  "wireline").  By 
interpreting  the  signals  it  sends  back  as  it 
is  pulled  out,  he  can  tell  the  driller, 
among  many  other  things,  whether  the 
traces  of  hydrocarbons  that  have  come 
up  through  the  drilling  mud  mean  he  has 
a  producing  well  on  his  hands  or  just 
another  tax  writeoff  to  be  shut  down 
quickly  before  it  wastes  more  money. 

The  electronics  are  very  sophisticated. 
The  signals  that  provide  any  of  70  or  80 
measurements  must  read  true  even 
though  the  probes,  which  can  be  no 
wider  than  3%  inches  to  fit  the  borehole, 
are  subject  to  temperatures  up  to  500°F 
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and   pressures   of  up   to  25,000  psi. 

Since  even  a  modest  land  rig  can  easily 
cost  a  driller  $10,000  a  day  to  operate, 
the  $5,000  or  more — maybe  much 
more — of  measuring  services  Schlum- 
berger  might  persuade  him  to  buy  looks 
cheap  indeed  compared  to  days  or  weeks 
of  wasted  labor.  Even  at  these  prices, 
well-logging  is  only  around  4%  to  4'/2% 
of  the  total  bill,  so  he  does  not  much 
mind  that  Schlumberger's  wireline  oper- 
ating margins  are  about  50%.  This  year, 
Schlumberger  will  do  abi)ut  $1.2  billion 
of  such  business  all  over  the  free  world, 
about  75%  to  80%  of  the  total  market. 

Wireline  is  approximately  two-thirds 
of  the  company's  operating  profit  and, 
according  to  Frederick  Mills,  the  re- 
spected oil  analyst  at  Dallas'  Rotan 
Mosle,  up  to  80%  of  aftertax  net.  "A  lot 


cause  the  family  were  wealthy  Alsatians 
who  had  not  cared  to  become  Germans 
after  the  Franco-Prussian  War  (the  name 
is  pronounced  "Shloom-bear-zhay "). 
Since  there  was  almost  no  oil  in  France, 
they  perforce  operated  at  great  distances 
all  over  the  world.  The  business  survived 
the  Depression  of  the  early  Thirties  only 
because  of  communist  ambition:  The  So- 
viets, desperate  for  industry  and  short  of 
cash,  called  them  in  to  help  develop  the 
Baku  oil  fields.  The  company  soon  devel- 
oped a  tolerance  for  alien  cultures  and 
viewpoints. 

William  Gillingham,  a  British-born 
engineer  who  joined  the  Schlumberger 
brothers  in  1934  and  retired  last  year 
from  the  company's  number  two  spot, 
still  thinks  back  on  those  days:  "In  many 
ways,  field  engineer  was  the  most  satisfy- 


Executive  Vice  President  Roland  Genin 


The  engineers  are  upwardly  mobile. 

of  the  well-logging  revenue  is  from  over- 
seas," he  explains,  "in  countries  where 
the  tax  bite  is  low.  " 

Schlumberger  also  provides  other  oil- 
field services,  chiefly  contract  drilling 
and  well  completion,  with  25%  operating 
margins;  and  manufactures  electrical  and 
electronic  metering  and  regulating  de- 
vices, which  are  considerably  less  profit- 
able still — around  10%.  The  latter  con- 
tribute nearly  a  third  of  revenues,  but 
only  a  seventh  of  operating  profit. 

This  remarkable  money  machine  is 
what  it  is  largely  because  of  four  men: 
Cofounders  Marcel  and  Conrad  Schlum- 
berger, who  invented  well-logging  and 
started  the  business  in  1927;  Marcel's 
son,  Pierre;  and  Jean  Riboud.  At  first  it 
was  just  a  small,  struggling  family  enter- 
prise, based  in  their  chosen  Paris  be- 


ing job  I  ever  had.  W'e  talk  about  the 
field  engineer  being  on  his  own  now- 
then  you  were  really  alone.  The  custom- 
er would  commit  to  finishing  the  well  or 
not — really  a  major  decision  for  him — 
based  entirely  on  what  you  told  him;  it 
was  all  your  responsibility.  I  don't  re- 
member any  two  jobs  that  were  quite 
alike.  That  was  really  satisfying 
work.  .  .  .' 

Pierre  inherited  one  other  key  asset, 
acquired  almost  offhandedly  by  his  fa- 
ther: Jean  Riboud,  French  Resistance  by 
war  background,  art  connoisseur  by  in- 
cUnation,  lawyer  by  training,  and  Wall 
Street  investment  banker  by  experience. 

"When  Marcel  hired  me  in  1951,  "  re- 
calls Riboud,  now  58,  "I  asked  him  what 
I  would  be  doing.  He  said,  I  haven  t  the 
faintest  idea.  Thev  tell  me  I  need  a  finan- 


cial man,  and  whatever  that  requires, 
that  is  what  you  will  do.'  "  It  was,  clear- 
ly, a  rough-cut  sort  of  outfit  for  a  banker's 
son  used  to  boardroom  etiquette  and 
artistic  sensibilities. 

Riboud  s  star  rose  (juickly.  He  pres- 
ently found  himself  rurming  all  the  East- 
ern Hemisphere  operations.  Meanwhile, 
according  to  Riboud  and  others,  Pierre 
Schlumberger  made  several  essential  de- 
cisions: If  the  company  were  to  survive 
and  prosper,  it  must  cease  to  be  a  family 
business,  it  must  have  a  centralized 
headquarters  and  it  must  go  public. 
Pierre  instituted  a  "no  more  relatives  " 
rule  in  the  1950s.  He  incorporated  his 
new  holding  company  in  Curacao,  for  tax 
reasons,  and  he  put  the  new  headquar- 
ters in  Houston,  not  Paris. 

When  it  came  time  for  Pierre  to  step 
down  in  1965,  Riboud  was  the  obvious 
nonfamily  man  to  take  over.  He  immedi- 
ately made  the  company  his  own.  He 
shifted  headquarters  again,  this  time  to 
New  York's  fashionable  Park  Avenue, 
and  decorated  the  walls  with  his  taste  in 
art:  rare  prints  and  original  oils  by  artists 
like  Magritte  (the  oils  have  lately  appre- 
ciated even  faster  than  the  company's 
earnings).  A  65-and-out  rule  diplomati- 
cally eased  the  last  of  the  old  family  out 
of  active  management  and  onto  the 
board  of  directors,  where  there  awaited  a 
68-and-out  rule.  Now  Riboud  had  to  de- 
termine what  shape  to  give  his  company. 

Some  decisions  had  already  been 
made.  Oil  was  a  glut  on  the  market  in 
those  days  (times  change!);  oil-well  drill- 
ing had  peaked  out  in  the  key  U.S.  mar- 
ket in  1957  and  begun  a  15-year  decline 
that  was  averaging  5%  to  10%  a  year.  So 
the  company  had  experimented  with  ac- 
(juisitions,  taking  in  Daystrom  Corp., 
which  nearly  doubled  its  size  in  1962  to 
$267  million  and  moved  it  into  electronic 
instruments.  Heath  do-it-yourself  kits 
and,  of  all  things,  furniture  retailing.  The 
furniture  didn't  fit  in  the  end,  but  Heath 
and  the  electronics  did.  Riboud  was  em- 
boldened to  take  on  Compagnie  des 
Compteurs  in  1970.  This  was  a  onetime 
blue  chip  on  the  Paris  Bourse — it  manu- 
factured electric  utility  meters  and  relat- 
ed devices — that  had  fallen  on  evil  days 
and  was  losing  money.  Wall  Street  ana- 
lysts set  up  a  howl  over  a  move  they 
considered  threatening  to  the  price/ 
earnings  ratio,  but  protested  less  when; 
Riboud  added  Sangamo  Electric  to  give 
the  enterprise  a  U.S.  marketing  arm  in 
1975 — after  the  energy  crisis  had 
emerged. 

"Two  things  we  are  sure  of,  '  explains 
Roland  Genin,  the  new  number  two 
man,  in  the  slightly  accented,  colloquia 
English  that  is  the  company's  lingu 
franca.  "We  are  sure  that  the  price  of  o' 
won  t  go  down  and  that  the  price  of 
electricity  will  go  up.  As  it  does,  the 
U.S.  will  have  to  turn  to  the  more  so- 
phisticated regulation  of  electricity'  thali 
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is  already  practiced  in  Europe,  where 
electricity  is  costly.  It  is  a  huge  growth 
market,  metering  and  controlling  utility 
systems."  Riboud  believes  Schlum- 
berger  is  now  the  largest  factor  in  it. 

Besides,  Compteurs  was  cheap:  $80 
million  for  something  that  now  has  oper- 
ating profits  of  over  $40  million  a  year. 
(The  howling  has  ceased.) 

But  all  of  that  was  with  the  left  hand; 
wireline  was  still  the  heart  of  the  com- 
pany. Technologically  advanced?  Yes, 
but  the  major  oil  companies  had  long  ago 
picked  up  on  the  Schlumberger  brothers 
and  now  hold  most  of  the  basic  patents 
on  the  technology.  Schlumberger  is 
strong  on  engineering  and  design — espe- 
cially on  quality  control — but  freely 
cross-licenses  technology  with  its  com- 
petitors: Dresser  Industries,  Inc.,  Halli- 
burton Co.,  Gearhart-Owen  Industries 
and  several  others. 

His  real  advantage,  Riboud  knew,  was 
those  field  engineers.  They  had  to  be  a 
different  breed  of  cat  (see  box,  p.  60)  to 
make  such  an  improbable  company  run, 
and  the  company  has  made  an  art  of 
finding  and  cultivating  them. 

"Each  year  now  we  hire  at  least  1%  of 
all  graduating  engineers  in  the  U.S.  for 
wireline,"  says  Vice  President  Carl  W. 
Buchholz,  a  deceptively  mild  Texan 
whose  field  engineer  days  were  a  quarter 
of  a  century  ago.  "That'll  be  about  500 
this  year,  plus  another  370  from  abroad. 
We  pay  enough— $1,500  a  month  base  to 
start,  plus  bonuses — so  we  attract  the 
top  20%  of  the  new  graduates. 

'I  like  to  hire  them  the  way  I  was 
hired.  Schlumberger  was  the  only  com- 
pany that  didn't  make  me  an  offer  right 
away  when  I  graduated.  Instead  they 
sent  me  around  to  talk  to  some  very 
skeptical  people  who  had  been  field  en- 
gineers themselves.  They  even  made  me 
go  out  on  a  truck  so  I  could  see  what  the 
life  was  like." 

It  is  a  rigorous  life:  On  call  24  hours  a 
day  for  jobs  out  in  God's  country,  where 
the  rigs  are,  in  which  a  single  logging  job 
rarely  takes  less  than  10  hours  and  some- 
times runs  continuously  for  30  or  more. 
"The  customer's  rig  time  often  costs  him 
more  per  hour  than  our  wireline,'  ex- 
jiplains  Buchholz.  "It's  a  lot  of  money  and 
the  doesn't  want  to  be  kept  waiting.  "  The 
price  of  long  delay  or,  God  forbid,  seri- 
ous interpreting  error,  can  be  astronomi- 
cal, and  the  field  engineer  has  to  trouble- 
shoot  hitches  on  the  spot.  He  is  often  a 
j'oung  man,  in  his  early  or  mid-twenties, 
)ften  on  his  first  job  out  of  school.  He 
arns  $30,000  or  more  but  he  is  in  charge 
)f  a  $300,000-to-$500,000  truckful  of  so- 
jhisticated  electronics,  managing  a  two- 
)r  three-man  crew  under  him,  and  pro- 
viding a  service  on  which  his  company's 
eputation  rides  along  with  millions  of 
lollars  of  the  driller's  money. 

Not  for  a  man  who  wants  a  pipe-and- 
lippers    job,      comments  Buchholz. 


'After  a  few  years,  a  man  may  find  he's 
not  going  to  advance  in  the  company, 
and  drops  out.  Or  his  wife  may  make  him 
quit;  it's  tough  on  family  life.  " 

The  more  promising  survivors  of  the 
huge  attrition  rate — 30%  in  the  first  18 
months  during  training  and  up  to  10% 
after — frequently  move  up  to  district 
manager,  running  a  center  with  several 
trucks  set  up  almost  as  an  independent 
business  enterprise.  "That's  probably 
the  biggest  jump  at  Schlumberger,  " 
comments  Gillingham.  "It's  amazing 
how  many  good  men  fail  at  that  point. 
They  get  swollen  heads  or  just  don't  have 
the  knack  to  handle  people.  The  whole 
thing  is  handling  people.  " 

The  end  result  of  this  hard  winnowing 
is  a  smart,  tough,  independent-minded 
breed  of  manager.  They  are  the  people 


them  from  other  parts  of  Schlumberger 
when  he  finds  them,  but  wireline  people 
predominate  heavily. 

Schlumberger's  greatest  outside  bene- 
factor is  OPEC.  Oil  prices  quadrupled 
and  this  touched  off  a  tremendous  drill- 
ing boom  around  the  world  that  looks 
sure  to  extend  into  the  1980s.  Higher  oil 
prices  justify  deeper,  more  difficult, 
more  remote  wells,  which  multiply  the 
number,  cost  and  profitability  of  the  logs 
needed.  Wireline  had  dropped  to  a  third 
of  company  revenues  by  the  early  1970s. 
Now  it  has  climbed  to  nearly  half  of  a 
much  larger  volume,  besides  getting 
much  more  profitable.  And  of  course, 
Schlumberger's  other  oil-field  business- 
es are  also  growing  apace. 

No  problems?  Well,  there  was  the 
case  of  Jerome  Seydoux,  the  very  able 


Early  experiment  in  the  Auvergne  Mountains 


No  oil,  but  the  beginnings  of  a  family  fortune. 


Riboud  is  after.  "For  them,  "  says  Gil- 
lingham, "the  sky's  the  limit.  " 

From  such  people,  Riboud  has  dis- 
tilled an  attitude  he  likes  to  call  the 
"Schlumberger  spirit,  '  which  he  tries  to 
instill  in  the  rest  of  the  company:  It 
means  a  company  man,  for  openers;  then 
an  internationalist  outlook;  autonomy  of 
responsibility  and  decision-making;  easi- 
ness of  internal  cooperation  (very  impor- 
tant); a  sense  of  customer  service  much 
more  in  the  American  than  the  Europe- 
an style;  "profit  as  a  fun  game,  as  a  sport, 
as  a  race,  "  as  Riboud  is  likely  to  put  it; 
and,  finally,  'a  certain  arrogance.  The 
certainty  that  we  are  going  to  win  be- 
cause we  are  the  best.  " 

He  moves  his  executives  around  a  lot, 
both  among  company  divisions  and 
across  the  globe.  He  is  happy  to  draw 


grandson  of  Marcel  Schlumberger  and 
son  of  a  longtime  officer  and  director, 
determined  to  succeed  in  the  old  family 
company.  Once  Seydoux  pere  retired 
from  the  board,  the  no-relative  rule,  if 
not  broken  exactly,  was  at  least  bent  far 
out  of  shape.  The  younger  Seydoux  was 
brought  in  and  Riboud  put  him  in  charge 
of  the  aihng  Compteurs. 

Seydoux  brought  off  the  turnaround  in 
the  meter  business,  and  Riboud  named 
him  president  of  Schlumberger  and  him- 
self chairman  and  chief  executive  officer 
in  1975.  But  five  months  later,  Seydoux 
was  out. 

"In  France,  observes  Paul  Lepercq,  a 
Schlumberger  director  who  has  known 
the  company  and  the  family  intimately 
for  more  than  30  years,  "the  top  dog  is 
the  president.  If  you  are  president,  you 
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are  Mr.  Big.  The  title  chief  executive 
officer  does  not  exist.  So  you  see,  we  had 
a  situation  full  of  subtleties  there.  .  .  .  " 
Outsiders  are  left  to  speculate  on  the 
"subtleties."  Seydoux  is  now  a  French 
president  ail  right,  but  of  a  holding  com- 
pany in  Paris. 

"He  did  not  quite  fit  in,"  says  Execu- 
tive Vice  Presid'Mit  of  Operations  Roland 
Genin.  "It's  difficult  to  come  in  laterally 
from  outside  at  a  level  above  the  bottom 
[except  as  a  lawyer  or  controller  or  other 
staff  specialist].  The  rest  of  the  company 
rejects  something  from  outside.  ...  It  is 
constructed  like  a  pyramid,  with  people 


pushing  up  and  out  from  within  against 
anything  from  the  outside.  ...  It  was 
almost  a  matter  of  chemistry;  he  was  not 
a  field  engineer,  he  was  different.  .  .  ." 

So  Schliunberger  is  a  field  engineers' 
company  now.  That  s  where  the  movie 
comes  in.  Riboud  meant  not  just  to  feed 
the  egos  of  his  1,825  field  engineers  mak- 
ing most  of  .the  money  at  the  bottom  of 
the  pyramid;  he  wanted  it  to  be  shown  to 
the  other  45, (XK)  employees  too,  to  give 
them  an  insight  into  the  anointed  ones 
who  will  be  managing  them. 

The  heart  of  the  company  is  a  pyramid 
lovingly    constructed,    fiall    of  tough. 


smart,  determined  people,  that  will  be 
able,  by  Riboud's  design,  to  perpetuate 
itself  after  he  leaves.  In  time,  more 
pieces  will  be  added  to  the  empire.  Even 
now  the  company  is  sitting  on  a  fast- 
growing,  $664  million  mountain  of  acqui- 
sition-ready cash.  Wireline  will  there- 
fore bulk  less  large  as  a  percent  of  rev- 
enues, but  probably  not  as  a  force  within 
the  company.  So  it  is  easy  to  see  why 
Monsieur  Riboud  was  so  pleased  with 
that  lengthy  movie  about  his  beloved 
field  engineers.  "And  besides,"  added 
the  PR  man  after  his  shrug,  "Rossellini 
liked  it.  "  ■ 


Field  engineer  Sfephan  Tiirnipseed 


Running  a  computer,  two  men  and  a  truck;  so  why  not  run  it  all? 


The  Starting  Point 


"My  ultimate  goal?  I'd  like  to  be  president  of  Schlum- 
berger,  "  says  26-year-old  Stephan  Turnipseed.  Auda- 
cious, but  not  out  of  the  question.  Turnipseed  has  just 
finished  a  stint  as  a  field  engineer  for  Schlumberger,  a 
position  he  knows  is  the  ideal  starting  rung. 

Turnipseed  was  bom  and  raised  on  a  farm  in  Alabama. 
"It  wasn't  easy  growing  up  on  a  farm,"  says  the  articulate 
young  man — especially,  he  adds  parenthetically,  with  a 
name  like  Turnipseed.  "Either  you  could  become  a  poet 
and  talk  about  how  tough  it  was,  or  you  could  analyze  it 
coldly  and  decide  that  it  ain't  so  tough.  " 

He  chose  the  latter.  After  a  short  stint  in  the  Air  Force, 
he  worked  bis  way  through  to  an  engineering  degree  at 
Alabama's  Auburn  University.  His  last  semester,  he  de- 
cided against  a  career  in  the  military.  "Let's  see,  I'd  be  a 
first  lieutenant  by  now,  "  he  calculates.  "That's  just  one 
step  up  from  the  bottom  of  the  ocean.  Whale  crap's  at  the 
bottom  of  the  ocean.  "  He  looked  around  and  applied 
instead  to  Schlumberger. 

After  spending  only  ten  weeks  in  the  classroom  learning 
Schlumberger  s  well-logging  techniques,  he  was  on  his 


own  in  Houma,  a  small  southwest  Louisiana  town  in  the 
bayou  country.  "I  had  a  quarter  of  a  million  dollars'  worth 
of  equipment,  two  men  I  was  responsible  for  and  I  repre- 
sented Schlumberger  to  my  clients.  There  wasn't  anybody 
second-guessing  me,  "  marvels  the  tall,  carefijlly  groomed 
engineer. 

Turnipseed  was  assigned  to  a  lift  boat  designed  to  tour 
the  shallow  waters  around  oil  wells  in  southern  Louisiana. 
He  would  spend  ten  days  on  the  boat  servicing  wells  and 
making  readings  of  the  wells'  potential,  and  then  go  back 
to  the  district  office  for  five  days  of  sales  work.  Engineers 
assigned  to  onshore  work  spend  their  time  in  a  truck, 
working  six  straight  days  on  24-hour  call.  Then  it's  back  to 
the  office  for  three  days  and  three  days  off. 

A  dismal  existence,  perhaps,  but  $35,000  a  year  in 
bonus  and  salary  is  some  consolation.  Turnipseed  had  to 
accept  a  cut  in  pay  when  he  left  the  field  for  Schlum- 
berger s  Houston  office.  But  he  figures  that  in  a  couple  of 
years  he'll  be  back  at  835,000.  And  besides,  this  cool  and 
reasoned  young  man  has  his  eye  on  the  fiiture. 

— Elizabeth  Bailey 
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ADVERTISING  SECTION 


The  advertisers  in  this  special  section  are  offering  valuable  industrial  site  and  area 
development  literature  free  and  without  obligation  to  those  FORBES  readers  who 
are  involved  with  new  office  or  plant  site  selection  for  their  companies. 

Determining  the  best  available  new  site  for  industrial  expansion  or  relocation  of 
facilities  requires  a  thorough  analysis  and  careful  comparison  of  a  considerable 
number  of  important  factors.  The  purpose  of  this  FORBES  section  is  to  make  it 
easier  for  you  to  obtain  such  information.  The  advertisers  appearing  on  these 
pages  are  eager  to  send  you  literature  to  assist  in  your  investigations.  Their 
brochures  and  other  information  will  provide  you  with  much  important  data. 

To  order  any  of  the  literature  offered,  refer  to  the  postage-paid  card  for  the 
section.  Simply  circle  the  numbers  listed  which  correspond  to  the  advertisers  who 
interest  you  and  fill  in  your  name,  title,  company,  and  address.  Your  request  will 
be  processed  by  FORBES  and  forwarded  to  the  advertisers  involved.  They  will  mail 
their  literature  to  you  directly.  Please  allow  a  reasonable  time  for  processing. 


IZONA 

rizona 

izona  enjoys  one  of  the  nation's  fastest  rates  of 
lustrial  growth.  The  U.S.  Government  predicts  Ari- 
la  will  continue  to  be  a  leader  in  the  rate  of  labor 
(  f   growth  through   1980.   The   reasons  why  are 
Ilt  d  out  in   detail   in   this  free  40-page  report, 
ri/ona.  An  Economic  Profile.'   Land,  taxes,  water, 
iiliiction,  transportation,  finance,  education  and  re- 
M  h,  energy,  livability,  all  are  thoroughly  explored, 
zona.  The  potential  is  here.  Maybe  you  should  be 
Arizona  Office  of  Economic  Planning  &  Develop- 
nt.  Economic  Development  Program,   1700  West 
iiington— Suite  505-1.  Phoenix  AZ  85007.  Phone 


271-5374. 


ARIZONA: 
AN  ECONOMIC 
PROnLE 


ARIZONA— Metro  Phoenix 

Think  Of  Us  As  Plant  Food. 

All  types  of  businesses  are  thinking  of  us  as  plant 
food.  Businesses  like  Motorola,  American  Express, 
Greyhound,  Digital  Equipment  Corp.  and  others. 
That  s  because  we  have  the  resources  and  facilities 
your  company  recjuires  for  healthy  growth.  A  pro- 
business  climate  with  a  moderate  tax  structure.  An 
excellent  regional  and  national  transportation  system. 
And  people  who  continue  to  come  here  because  the 
sun  shines  360  days  a  year.  Before  you  decide  to 
plant  yourself  in  Metro  Phoenix,  you  II  need  an  analy- 
sis of  our  resources.  Please  write  or  call  for  our 
Economic  Development  brochure  which  provides  an 
in-depth  research  on  the  investment  and  expansion 
possibilities  in  our  area. 


Pnoenix 

Chambers  of  Commerce 

Gel  ine  locis 

RKfiordC  Itelond  Monogei  Economy  Development 
Phoenix  Metro  Chombei  ol Commerce 
34  w  Monroe  Street 
PtioenixAtizono  85003 
relephone  (602)254  5521 
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ARIZONA— Metro  Phoenix 

Phoenix  Delivers  30  Million 
Prospects  For  Your  Products 

The  entire  West  Coast  market  is  overnight  from  Phoenix, 
which  is  one  of  the  many  reasons  we're  attracting  compa- 
nies hke  Greyhound,   Litton  Industries  and  Digital 
Equipment  Corporation  to  the  Valley  of  the  Sun.  As  the 
electric  and  water  utility  serving  the  prime  suburban 
industrial  areas  of  Phoenix,  the  Salt  River  Project  is  in  an 
excellent  position  to  amplify  all  the  reasons  your  firm 
should  consider  the  Valley  of  the  Sun.  Our  unsurpassed 
climate,  our  Right-To-Work  Law,  our  tax  exemptions  on 
manufacturers'  inventories,  our  diversified  transporta- 
tion, skilled  uork  force,  huge  range  of  improved  and 
unimproved  building  sites 
and  dependable  water  and 
power     supply.  .  .  .  This 
overview  is  detailed  in  our 
free  book  called:  Economic 
Assets  of  Metropolitan  Phoe- 
nix. To  obtain  your  copy, 
circle  our  number.  Your  re- 
quest will  be  treated  in  the  bbbb  PP^l 
strictest  confidence.  B^M  B8B  \^  ' 

ECONOMIC, 

PHOENIX 


ARIZONA— Tucson 

People  Work  Better 
Where  They  Live  Better. 

Is  your  company  considering  another  site?  IBM  was 
And  part,  of  their  reason  for  deciding  on  Tucson  wa: 
the  academic  (juality  of  the  University  of  Arizona 
Gates  Learjet  liked  the  great  weather  and  wide  opei 
spaces.  Hughes  Aircraft  said  it's  easier  to  attract  tof 
talent  when  you  have  a  top  climate  to  offer.  Then 
are  a  lot  more  reasons  for  considering  Tucson.  Like 
dollar  reasons.  There  s  no  state  corporate  franchisf 
tax.  No  tax  on  inventories.  No  unitary  tax.  And  wt 
offer  tax-exempt  Industrial  Revenue  Bonds,  to  heli 
finance  capital  expenditures.  Another  thing.  We're  ii 
a  Right-to- Work  state  .  .  .  which  brings  up  some 
other  reasons  Tucson  should  look  good  to  you.  Peoph 
reasons.  People  are  more  productive  here.  All  yea 
long.  Because  the  simple  truth 
is  .  .  .  living  just  doesn't  get 
any  better  than  the  way  it  is 
in  Tucson.  There  are  so  many 
reasons,  why  not  send  for 
them  all  ...  Tucson  Economic 
Development  Corporation/Dept. 
F1078  La  Placita  Village/12() 
West  Broadway/Tucson,  AZ 
85701/(602)  623-3673. 


licion. 

P«oplc  wodi  better 
where  they  f  ve  better 


CALIFORNIA— San  Diego 

San  Diego  Is  Zoned 
For  Success 

Success.  San  Diego  has  all  the  ingredients  business 
and  industry  need  for  it.  There  s  the  most  wonderful 
weather  in  America  and  a  superb  lifestyle.  A  large 
and  rapidly  growing  work  force.  Plus,  location  in 
Southern  California — the  fastest  growing  and  second 
largest  market  in  the  United  States.  San  Diego  is  the 
nation  s  ninth  largest  city  and  California  s  second  larg- 
est. There  are  excellent  transportation  facilities,  an 
advantageous  tax  climate  and  limitless  site  locations. 
Most  important,  San  Diego  welcomes  new  business 
and  industry.  The  San  Diego  Success  Package  shown 
here  has  all  the  details.  Just  write,  call  or  circle  our 
reader  service  number. 
Your  rec}uest  will  be  treat- 
ed in  confidence. 


CANADA 

Send  For  Canada. 

The  best  place  for  your  next  plant  may  not  even  bi 
in  the  states.  It  could  be  Canada,  the  country-  tha 
led  the  industrialized  nations  in  return  on  corporati 
capital  the  first  half  of  this  decade.  This  province-by 
province  look  at  your  next  door  neighbor  illustrate 
the  economic  diversity  and  attractions  of  a  land  o 
energy  and  boundless  opportunity.  Prepared  b\  Cana 
dian  National  Railways,  the  only  transportation  systen 
reaching  all  10  Canadian  provinces  and  the  Northwes 
Territories.  Fact-filled  brochure  explores  the  advan 
tages  of  locating  in  Canada,  as  well  as  its  social  anc 
political  structures.  OflFers  specific,  confidential  plan 
site  advice  and  direction  from  CN's  industrial  devel 
opment  arm. 
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COLORADO— Colorado  Springs 

A  New  Source  Of  Energy: 
Colorado  Springs 

[f  your  compaiu  s  future  depends  on  the  energy 
Fueled  by  imaginations  and  sparked  by  enthusiasm, 
Colorado  Springs  should  prompt  your  interest.  Colo- 
rado Springs  is  a  mid-size  city  of  300,000  nestled  at 
the  edge  of  the  Rocky  Mountains.  With  300  sunny 
days  each  year,  we  get  more  sunshine  than  parts  of 
the  sunbelt.  Nowhere  is  the  link  between  environ- 
ment and  performance  so  vivid. 
Better  environment.  Better  perfor- 
mance. Better  yet,  command  your 
3usiness  from  a  vital  city  where  m^^^ 
/ou  can  profit  from  cost-efficient 
office  space  and  a  motivated  work 
orce.  Bottom-line  incentives  that 
•ecently  moved  Digital,  Hewlett- 
Packard,  Federal  Express,  The 
U.S.  Olympic  Committee,  and  In- 
^ersoll-Rand  to  Colorado  Springs. 
Flarness  the  energy  of  Colorado 
springs.  Energy  that  gets  things 
lone.  Write  or  call  collect  for 
Tiore  information:  Mr.  Shelby 
Dill,  Economic  Development  De- 
partment, Chamber  of  Commerce, 
O.  Drawer  B,  Colorado  Springs, 
Colorado  80901.  (303)  471-8183. 


Colorado  Springs: 

A  vtfulhy  fttof  fB#o(w  prcrfH. 


FLORIDA— Boca  Raton 

The  Best  Place  For  Your 
Business.  And  Your  Family. 

Boca  Raton  is  known  as  one  of  America  s  finest  com- 
munities, with  an  exceptional  quality  of  life,  beautiful 
residences  and  extraordinary  community  and  cultural 
facilities.  It  also  is  the  new  home  of  business  in  South 
Florida.  With  major  companies  moving  to  this  Palm 
Beach  County  city  from  all  over  the  country.  The 
reasons:  excellent  labor,  good  transportation,  abun- 
dant energy  and  a  good  educational  system.  Plus  an 
enlightened,  aggressive  financial 
community.  But,  most  of  all, 
the  new  850-acre  Arvida  Park  of 
Commerce,  adjacent  to  1-95, 
and  zoned  for  research,  devel- 
opment, light  industry  and  of- 
fices. A  totally  planned  business 
center  amidst  Arvida's  exclusive 
Broken  Sound  Golf  Club.  For 
information,  call  L.  Scott  Mar- 
tens at  (305)  395-2000.  The  Ar- 
vida Park  of  Commerce,  Arvida 
Realty  Sales,  Inc.— REALTOR, 
Box  100,  Boca  Raton,  Florida 
33432.  This  does  not  constitute 
an  offer  for  disposition  of  real 
property  and  shall  be  void 
where  prohibited  by  law. 


The  Arvida 
Park  of  Commerce 


The  greal  part 
about  worfcing  hefe 
Is  living  here 


8 


BEORGIA 

Seorgia:  Grounds  for 
Expansion 

"or  the  past  ten  years,  in-state  expansions  have  ac- 
;ounted  for  56%  of  Georgia  s  industrial  growth.  The 
eason  is  simple.  Business  prospers  in  a  business-like 
mvironment.  Georgia  increases  labor  productivity 
hrough  Quick  Start,  a  free  employee  training  pro- 
;ram.  And  we  support  industry  with  right-to- work 
egislation  service.  Other  benefits  of  our  streamlined 
;overnment  are  low  personal  and  corporate  income 
axes.  With  neither  sector  bearing  an  unreasonable 
iroportion  of  operating  costs.  Attractive  location  in- 
entives,  like  our  new  freeport  law,  make  Georgia's 
lusiness  environment  even  better.  Contact  W.  Milton 
olds.  Commissioner,  Georgia  Department  of  Indus- 
ry  and  Trade,  404/656-3556,  PO.  Box  1776,  Atlanta, 
jJeorgia  30301,  Department  FB-92.  It  could  be  a 
ery  prosperous  move. 


ILLINOIS 

Whatever  You're  Looking  For 
In  The  Midwest,  You'll  Find 
More  Of  In  Illinois. 

If  you  re  looking  for  a  large  work  force,  Illinois  is  5 
million  strong.  If  you  re  looking  for  more  access  to 
markets  and  raw  materials,  there  are  1,000  miles  of 
navigable  waterways,  122,000  miles  of  surfaced  high- 
ways, and  direct  access  to  the  world  s  shipping  lanes 
via  the  St.  Lawrence  Seaway.  If  you  re  looking  for 
energy  resources,  Illinois  boasts  a  whopping  25.5- 
million-kilowatt  generating  capacity,  coal  reserves 
nearly  the  equal  of  all  the  other  Midwestern  states 
combined,  and  a  location  on  52%  of  the  world's  total 
freshwater  supply.  And,  Illinois  offers  twice  as  many 
airlines  and  railroads  as  any  other  state  in  the  Mid- 
west. In  fact,  choose  any  other  state  but  Illinois,  and 
you  11  be  settling  for  less.  For  more  information, 
contact  Dean  Whittaker,  222  South  College  Street, 
Springfield,  Illinois  62706. 
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Shannon,  Ireland 


IHElAND— Shannon 

America's  More 
Profitable  Site 

Just  five  hours  from  New  York  lies  a  profit-enhancing 
location  for  American  industry.  Shannon  Airport's  In- 
dustrial Park  offers  a  flexible  choice  of  factory,  ware- 
house and  ofiice  accomodation  plus  serviced  sites  in  a 
town-in-the-country  environment.  General  Electric, 
Pfizer  Inc.,  Thermo  King,  Simpson  Industries  Inc., 
Molex  Inc.,  and  Standard  Pressed  Steel  are  among 
the  twenty-eight  U.S.  corporations  now  operating  in 
Shannon,  a  strategic  base  for  Eu- 
ropean Common  Market  busi- 
ness. Incentives  include  outright 
cash  grants  up  to  50%  of  fixed 
asset  investment  and  100%  of  la- 
bor training  programs.  Payroll 
costs  are  at  least  one-third  below 
comparable  U.S.  levels.  Above 
all,  in  Shannon  export  profits  un- 
til 1990  for  manufacturing  distri- 
bution or  service  operations  are 
tax-free.  For  further  information, 
contact  Shannon  Development, 
Industrial  Promotion  Division, 
Shannon,  Co.  Clare,  Ireland  Tel. 
No.  (061)  61555  Telex  32202 
SSAD-EI 
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a  prolil 
centre 
in  Europe 


KANSAS— Southeast 

How  To  Find  Your  Place  I 
In  The  Sun:  Get  Our  I 
New  Booklet. 

Somewhere  in  our  Ten  Terrific  Counties  of  Southea; 
Kansas  is  the  location  you're  searching  for.  Our  nc 
booklet  describes  business  advantages — tax  incentive: 
labor  (juality.  room  to  grow,  etc.  Also  our  natural  advai 
tages:  freedom  from  urban  pressures,  and  your  corporal 
and  personal  place 
in  our  sun!  Write 
John  Catling,  Ex- 
ecutive Vice  Presi- 
dent, Mid-Amer- 
ica, Inc.,  Box  708, 
Parsons,  KS  67357, 
or  call  collect:  (316) 
421-6350. 


MARYLAND— Baltimore 

Loveton  Center. 

A  Nice  Place  To  Raise 

A  Company. 

Located  just  ten  minutes  north  of  the  Beltway  off  1-83  in 
rural  Baltimore  County,  Loveton  Center  is  a  nice 
place  to  raise  a  company.  It's  quiet,  yet  convenient. 
Open,  yet  sensibly  organized.  It's  everything  Mary- 
land Properties,  Inc.  has  ever  learned  about  site 
selection,  architectural  design  and  construction.  Write 
Jack  Holmes,  Maryland  Properties,  Inc.,  11011 
McCormick  Road,  Hunt  Valley,  Maryland  21031  for 
more  Loveton  Center  informa- 
tion. The  wide-open  spaces  are 
opening  soon. 


Lo\'eton  C^enter. 
A  nice  place  to  raise 
a  conipam'. 


MARYLAND— Columbia 

Columbia,  Maryland: 

A  New  Center  For  Business 

Between  D.C.  And  Baltimore 

In  a  city  with  no  utility  tax,  no  inventory  tax,  ta.^ 
exempt  financing,  and  taxes  that  are  consistently  goiii 
down,  about  800  businesses  have  found  a  home  in  ju: 
11  years.  If  you  need  a  better  reason  to  move  yoi 
business  to  Columbia,  Maryland,  consider  our  locatio 
directly  betv\'een  Washington  and  Baltimore.  Conside 
our  city  plan  that  major  magazines  have  called  "e? 
traordinary.  Consider  our  eight  business  and  industr 
al  parks — all  zoned,  pre-serviced  and  immediatel 
available.  And  consider  this:  If  an  11-year-old  citi 
could  become  the  New  Mid- Atlantic  Center  for  Bus 
ness,  imagine  how  far  you 
could  go  in  our  future.  Co- 
lumbia, Maryland.  For  the 
complete  facts,  contact 
James  O.  Roberson,  The 
Howard  Research  and  De- 
velopment Corporation — 
(301)  992-6062. 


Columbi; 
Marylani 


Dt  ii-i:"¥s^;jj^\Vashington 
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JEBRASKA 

Report  To  Management 

)BJECTIVE:  The  most  profitable  plant  location. 
CRITERIA:  Labor:  Trainability,  dependability  and 
roductivity  of  Nebraska  labor  ranks  it  among  the  best. 
Value  Added  per  Dollar  of  Production  Payroll"  is 
4.12.  Energy:  Nebraska  electric  rates  are  the  lowest  in 
tie  midwest.  Proximity  to  low  sulphur  coal  deposits 
nd  leadership  in  harnessing  nuclear  potential  indicate 
bright  future.  Access:  Overnight  by  truck  to  heartland 
larket  of  50  million.  Central  geography  is  ideal  to 
erve  national  markets.  Other  Reasons:  Nebraska's  "good 
fe."  CONCLUSION:  Consider  Nebraska.  Send  for  the 
omplete  report  and  get  all  the  important  reasons  your 
ext  plant  will  profit  more 
1  Nebraska.  Call  or  write 
irect  to  C.L.  Elliott, 
D.,  Department  of 
Economic  Development, 
.O.  Box  94762,  533  State 
lapitol,  Lincoln,  NE 
8509.  (402)  471-31  n. 


TflKffi  GOOD  LOCK 
flTinDUHRIfiL 
POTCflTlfiL. 
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NEBRASKA— Omaha/Southeastern  Nebraska 

LANDSAT  Map  Of  U.S.  In 
Omaha/SE  Nebraska  Report 

Provides  the  facts  about  the  basic  economics  and 
special  brand  of  Hfestyle  in  the  heartland  of  the 
continental  U.S.  Locate  it  on  the  Space  Portrait 
U.S.A.  photomosaic.  Rail  center.  River  terminal  for  3 
barge  lines.  Interstate  crossroads.  Served  by  seven 
major  airlines.  And  ready  service  by  114  trucklines. 
Read  about  the  labor  supply,  characterized  by  high 
productivity,  low  turnover  and  absenteeism,  and  few 
work  stoppages.  A  right-to-work  state.  Omaha  is  one 
of  the  few  cities  named  a  "foreign  trade  zone."  Here 
foreign  and  domestic  goods  may  be  stored  indefinite- 
ly; no  duty,  no  bond,  no  quota  restrictions  in  the 
zone.  Favorable  electric  rates  and  ample  supplies  of 
power,  both  nuclear  and  coal  generated,  continue  to 
make  Omaha/Southeastern  Nebraska  a  prime  choice 
for  location  of  new  industry.  That's  only  a  start. 
Circle  our  number  for  a  ^^^^^^^^ 
free  copy.  Or  write  or  ^^^^^^^Bk. 
phone  Tom  Gage,  Man- 
ager of  Area  Development, 
Omaha  Public  Power  Dis- 
trict,    1623    Harney  St., 

Omaha,  NE  68102.  Phone:  ^^^^^MkiSSiB" 

(402)  536-4347. 


16 


Omai 


ORTH  CAROLINA 

>ign  Up  For  One  Of  Our 
•amous  Plant  Tours. 

ee  a  choice  selection  of  immediately  available  plant 
:cilities,  without  leaving  your  office.  We  11  send  you 
juare  footage  and  other  pertinent  details.  Or,  take 
Ivantage  of  the  lowest  construction  costs  in  the 
)untry  and  build  your  own.  We'll  tell  you  about 
/ailable  sites.  Comprehensive  reports  are  also  avail- 
)le  on  industrial  training,  manpower,  taxes,  financ- 
g,  livability,  economic  profile,  transportation  and 
lergy.  For  any  of  the  above  information,  write  or 
ill:  NC  Department  of  Commerce,  Industrial  Devel- 
jment  Division,  Suite  G5,  430  N.  Salisbury  St., 
ileigh,  NC  27611.  Or  call  919/733-4151.  Once  you 
ur  our  plants  from  your  office,  you'll  probably  want 
move  vour  office  here. 


PENNSYLVANIA 

Pennsylvania  Challenges 
The  Other  49  States. 

Pennsylvania  offers  a  package  to  business  that  we 
challenge  any  other  state  to  beat:  Let's  start  with  our 
exclusives: 

1.  200  years  icorth  of  fossil  fuel  energy.  That's 
enough  to  keep  you  powerful  until  we  develop  addi- 
tional and  alternate  energy  sources. 

2.  Unique   revenue   bond  and   mortgage  financing. 
Other   states   give   one   or  the 
other.  We  provide  both. 

3.  The  country  s  most  successful 
loan  arrangement.  We  started 
making  life  better  for  business 
22  years  ago  with  Pennsylvania  s 
Industrial  Development  Author- 
ity (PI DA),  a  loan  poHcy  that's 
stood  the  test  of  time. 
Markets,  transportation,  quality 
of  life,  tax  breaks,  labor?  Penn- 
sylvania makes  an  unbeatable 
combination.  Write  for  your 
copy  of  "What  Pennsylvania 
Can  Do  For  Your  Business.  " 
Department  of  Commerce, 
Suite  425,  South  Office  Build- 
ing, Harrisburg,  PA  17120. 
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What 
Pennsylvania 
can  do 
for  . 
your 
business 


RHODE  ISLAND 

Rhode  Island 
Hear  Here. 

Let  us  send  you  this  cassette  tape.  You'll  hear  top 
executives  from  Rhode  Island-based  divisions  of  Ra\- 
theon  (R&D;  high-tech  manufacturing)  and  Metropoli- 
tan Life  (sales;  administration)  discuss  Rhode  Island 
labor,  life-style,  convenient  location,  transportation, 
etc.  Hear  from  them — not  us — why  Rhode  Island  is  so 
businessliked.  Write  or  phone  Scott  Eubanks,  Director. 
Rhode  Island  Dept.  of  Economic  Development.  One 
Wevbosset  Hill,  Providence,  RI  02903.  401-277-260L 


Rhode  Island. 
We're  very  businessliked 
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SOUTH  CAROLINA 

The  Goose  Is  Alive 
In  South  Carolina. 

In  South  Carolina,  we  have  sanctuaries  which  prote( 
profits  because  we  know  that  healthy  business  is  th 
Goose  that  la\  s  the  Golden  Egg.  W  hat  kind  of  San* 
tuaries?  Impressive  ones,  like:  tax  exemptions  fc 
business,  employee  training  programs,  excellent  site:- 
low  cost  leasing  and  construction  .  .  .  plus  a  goveri 
ment  that  believes  in  helping  business  make  a  prof 
.  .  .  and  a  standard  of  living  that  is  surjjrising.  con 
fortable.  economical,  inviting.  Contact  us  soon  fc 
more  information.  Well  put  a  professional  team  t 
work  with  you  .  .  .  finding 
your  own  Golden  Egg: 
The  South  Carolina  State 
Development  Board,  P.O. 
Box  927.  Columbia.  South 
Carolina  29202.  Tele- 
phone: 803-758-3145.  T\\  X 
810-666-2628. 


N  )  \i-ars44'ii«iiiiiniui| 
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TENNESSEE 

Tennessee  Means  Business 

Just  off  the  press,  this  new  brochure  details  some  of 
Tennessee  s  many  advantages  for  business  and  indus- 
tr>  .  If  your  company  is  contemplating  an  expansion  or 
a  move.  Tennessee  s  mid-South  location — w  ithin  500 
miles  of  more  than  half  the  U.S.  population — could 
be  just  perfect  for  you.  At  an\  rate,  you  11  want  to 
check  us  out,  and  asking  for  this  brand  new  book  is  a 
great  way  to  start.  Contact:  Fred  Harris.  Tennessee 
Industrial  Development.  1021-F  .\ndrew  Jackson 
Building,  Nashville.  Tennessee  37219.  Phone  (toll- 
free)  1-800-251-8594. 


Tennewe  Means  Business 


TEXAS— Corpus  Christi 

Productivity  And  Lifestyle: 
Get  Both  In  Corpus  Christi. 

choose  Corpus  Christi  for  your  next  plant  for  all  th 
right  business  reasons:  Location  in  the  state  with  th 
nation  s  best  business  climate,  highly  productiv 
workers,  lower  operating  and  living  costs,  no  staf 
income  taxes,  strong  right-to-work  laws,  low  averag 
unemployment  insurance  tax  rate.  Practical  conside 
ations  alone  make  it  a  shrewd  move,  but  you  also  g( 
a  bonus:  the  better  way  of  life  in  a  \  ear-round  reso 
countr\ .  where  you  enjoy  outdoor  fun  all  \  ear  Ions 
For  more  information,  call  (512)  883-5571  or  mail  tli 
ad  with  your  business  card  to:  Brodie  Allen.  Directo 
Corpus  Christi  Industrial  Commission/P.O.  Box  64i^ 
CA,  Corpus  Christi.  Texas  78403. 


<orpu/  Chri/(l^  ^ 

Sparkling  Ciiy-by-the- 
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EXAS— Houston 


TEXAS— Midland 


rhe 

:^hampion  Realty 
Story 


>hanipion  Realty  Corporation  is  a  wholly  owned  sub- 
idiary  of  the  Champion  International  Corporation, 
'he  parent  company  has  annual  sales  in  excess  of  3 
lillion  dollars  and  controls  more  than  3,400,000  acres 
f  timberlands  in  14  states.  Many  of  these  holdings 
ave  come  within  the  growth  pattern  of  metropolitan 
reas  and  their  present  value  far  exceeds  that  of 
imberlands.  Champion  Realty  was  formed  to  sell 
hese  choice  properties  and  has  established  an  envi- 
ble  record.  Several  thousand  prime  acres  are  located 
1  the  growth  pattern  of  the  nation's  most  dynamic 
ity,  Houston.  Champion  Realty  is  the  logical  starting 
md  ending)  point  if  you're  interested  in  this  exciting 
rea.  Call  or  write  Michael  J.  Daughn,  vice  presi- 
ent,  for  complete  information. 


I  Champion  Realty 

Champion  International  Corporation 

One  Greenspoint  Plaza,  Suite  500 
16855  Northchase  Drive 
Houston,  Texas  77060 
Telephone  713  931-6161 
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Metropolitan  Advantages 
Without  The  Hassles 

Big  city  services  without  the  headaches  have  made 
Midland  a  prime  industrial  location  for  expanding 
business  and  industry.  Such  things  as  high  productiv- 
ity, prime  locations  with  easy  access  to  rail,  air  and 
highway  transportation,  a  large  area  work  force,  semi- 
arid  climate  and  cultural,  educational  and  recreation 
opportunities  unmatched  by  many  much  larger  cities 
are  making  Midland  and  West  Texas  increasingly  at- 
tractive. The  area  s  history  of  excellent  labor-manage- 
ment relations  plus  the  state's  right-to-work  law  and 
low  tax  rates  make  Midland  very  appealing.  There  is 
also  a  unique  community  energy  program  to  supplv 
long-range  needs.  For  more  information  contact  Grant 

Billingsley,     Manager,  Eco-   

nomic  Development  Dept., 
Midland  Chamber  of  Com- 
merce, P.O.  Box  1890,  Mid- 
land, Texas  79702.  (915)  683- 
3381. 
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IRGINIA— Fairfax  County 

-or  Sale.  8,000  Acres 
n  Neighborhood  Of 
Vhite  House. 

Vhex^  you  choose  to  locate  your  company  in  Fairfax 
iounty,  Virginia,  you  can  select  a  site  from  over 
,000  acres  just  30  minutes  from  Capitol  Hill.  That 
ind  of  access  is  what  brought  over  1,200  major 
jrporations  and  associations  here,  including  Hon- 
ywell,  Mobil  Oil  and  TRW.  And  not  only  will  your 
love  to  Fairfax  County  put  you  in  close  proximity  to 
le  legislative  and  regulatory  bodies  of  government, 
11  also  remove  you  from 
lany  big  city  problems, 
'f  course,  the  social,  cul- 
iral  and  aesthetic  advan- 
.ges  of  life  in  Fairfax 
ounty  are  another  story, 
hat's  not  for  sale,  it's 
ee.  FAIRFAX  COUNTY, 
IRGINIA.  THIS  MAY 
E  THE  BEST  PLACE 
\'  AMERICA  FOR  BUSI- 
ESS  Tf)  WORK. 


Know  Before  You  Go. 

Mayflower  wrote  the  book  on  office  moves.  The  book 
on  electronic  and  trade  show  moves.  And  the  book 
on  household  moves.  Send  for  your  copies.  They  can 
help  you  move  your  office,  its  equipment  and  your 
people.  From  just  about  any  place  in  the  world.  To 
just  about  any  place  in  the  world.  Just  s'^art  with 
Mavflower,  Box  107B,  Dept.  F,  Indianapolis,  IN 
46206. 

Mayflower 

Our  name  means  moving. 


Know  before  you  go. 


ICC  NO   MC  2934 
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The  Trading  Room  -  Marine  Midland  Bank 


To  see  why  you  should  be  into  CDs,  or 
out  of  treasury  bills,  or  into  Euro-currencies, 

TELLITTOTHE  MARINE 


No  matter  what  kind  of  short-term  deposit  is 
right  for  you,  you're  better  off  getting  advice  from  an 
expert:  a  generalist. 

At  Marine  Midland,  a  generalist  is  a  person  who 
specializes  in  a  very  broad  area.  You  speak  to  one 
person  who  advises  you  on  government  and  municipal 
bonds,  guides  you  through  offshore  deposits,  informs 
you  on  CDs  and  bankers'  acceptances. 

Dealing  with  a  generalist  means  you  don't 
get  pushed  from  one  person  to  another  when 


you  need  information  in  a  different  field.  One  expert 
points  out  all  the  alternatives.  Complete  with 
the  pros  and  cons.  One  expert  makes  diversified 
recommendations  tailor-made  for  your  needs. 

Not  only  that.  Marine  Midland's  trading  room  is 
plugged  into  the  world.  We  can  give  you  a  rate 
within  seconds.  And  place  an  order  just  as  fast. 
If  you  need  one  expert  who  specializes 
in  every  type  of  short-term  deposit  trading, 
just  tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK 

Buffalo,  New  York  City  ,  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt.  Hong  Kong,  Jakarta,  London ,  Madrid,  Manila,  Mexico  City,  Nassau, 
Panama,  Paris,  Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney, Tehran,  Tokyo,  Toronto. 


Statistical  Spotlight 


Diamonds  In  The  Backyard 


Tendering  for  your  own  stock  is  turn- 
ing into  one  of  the  nicest  little  games 
around. 

Take  Bernard  O'Keefe.  Every  time  his 
EG&G  stock  hit  20,  selling  would  come 
in  and  down  it  would  go  again.  But  after 
EG&G  put  in  a  tender  offer  for  1.5  mil- 
lion of  its  own  shares  at  20,  all  those  who 
wanted  to  sell  at  20  were  taken  out  and 
the  stock  was  soon  at  30.  Instead  of  using 


the  money  to  stroke  his  own  ego  by 
taking  over  another  company,  O'Keefe 
put  his  stockholders  interests  first. 

A  regular  buyer  of  its  own  stock  has 
been  Thomas  M.  Evans  Crane  Co.  In  15 
years.  Crane — in  addition  to  buying  oth- 
er companies — has  bought  in  a  full  third 
of  its  own  shares.  No  surprise.  Crane  is 
one  of  those  rare  stocks  that  is  selling 
close  to  its  alltime  high. 


People  scoffed — at  first — when  Tele- 
dyne's  great  Henry  Singleton  kept  ten- 
dering for  his  own  stock  at  successively 
lower  prices  in  a  bear  market.  Leveraged 
by  this  shrinkage  of  capitalization,  he 
produced  a  1,477%  earnings  per  share 
gain,  and  his  stock  jumped  from  8  to  over 
100  now. 

Any  wonder  that  the  practice  is  catch- 
ing on?  ■ 


The  Economics  Of  Shrinicage 

Does  it  make  sense  for  a  company  to  tender  for  some  of  its  own  shares?  All  the  companies  listed 
below  have  done  so  recently  and  nearly  every  one  is  at  or  close  to  its  high  for  the  last  five  years. 

1974-1978* 

 Shares  Outstanding    %  Change  

1974  1978*  %  Earnings         Total  Recent  1974-1978 

(000)  (000)  Change       Per  Share        Profits  Price       Price  Range 


A-T-0 

6,494 

5,920 

-8.8% 

45% 

26% 

i2y4 

i4y8- 

3% 

Ashland  Oil# 

23,050 

28,000 

+  21.5 

18 

42 

46ye 

46y8- 

15% 

Athlone 

4,837 

3,100 

-35.9 

34 

-18 

i8y2 

20  - 

3y2 

Bayuk  Cigarst 

1,482 

1,100 

-25.8 

500 

300 

9% 

10  - 

3% 

Cannon  Mills 

9,223 

8,550 

-  7.3 

53 

41 

1778 

19%- 

9% 

Cooper  Laboratoriest 

6,587 

5,000 

-24.1 

465 

350 

22y2 

29  - 

3% 

Copeland 

6,050 

5,610 

-7.3 

154 

134 

23ye 

25  - 

6% 

Crane 

10,889 

10,200 

-6.3 

-24 

-29 

33% 

38%- 

6% 

Crown  Cork  &  Seal 

17,391 

14,950 

-14.0 

86 

54 

32y2 

35%- 

13% 

EG&Gt 

7,093 

6,600 

-7.0 

67 

55 

3oy. 

32%- 

7 

Empire  Gas 

3,766 

1,800 

-52.2 

52 

-13 

uy* 

15%- 

2% 

Ennis  Business  Forms 

2,306 

1,250 

-45.8 

69 

-11 

isyj 

16y8- 

4% 

Faberge 

5,880 

5,300 

-9.9 

47 

38 

11% 

13%- 

4% 

Hilton  Hotels 

15,092 

11,400 

-24.5 

313 

241 

54% 

65y2- 

4y2 

IBM 

148,259 

146,500 

-1.2 

63 

62 

282 

304y2-i5oy2 

Keene  Corp 

3,768 

3,300 

-12.4 

152 

105 

16% 

19%- 

2 

Lancaster  Colony 

5,772 

4,870 

-15.6 

148 

112 

20% 

32  - 

2y2 

Mary  Kay  Cosmetics 

4,804 

4,170 

-13.2 

47 

24 

12y4 

26  - 

10% 

Metromedia 

6,553 

4,450 

-32.1 

532 

392 

63% 

71  - 

4% 

Monogram  Industries 

3,827 

2,600 

-32.1 

87 

45 

24% 

26%- 

4 

National  Presto 

4,200 

3,400 

-19.0 

36 

9 

igys 

38y2- 

7% 

Ogden 

9,664 

8,500 

-12.0 

30 

16 

33% 

33%- 

11% 

Phillips-Van  Heusent 

3,675 

3,100 

-15.6 

148 

103 

i5y8 

18  - 

3% 

Porter,  H.K. 

1,207 

1,176 

-5.5 

18 

12 

61 

61  - 

29 

Reliance  Groupt 

5,852 

12,300** 

-1-110.2 

340 

310 

32 

37  - 

4% 

SPS  Technologies 

5,020 

4,130 

-17.7 

-15 

-31 

17% 

23%- 

5% 

Servomation 

4,916 

3,850 

-21.7 

79 

39 

47 

49%- 

5% 

Shapell  Industries 

3,107 

2,800 

-9.9 

310 

250 

27y2 

34y2- 

5% 

Syntex 

20,613 

18,400 

-10.7 

27 

14 

36y4 

63  - 

16 

TRE  Corp 

5,562 

4,000 

-28.1 

150 

76 

16% 

20%- 

4 

Tandy 

41,796 

24,075 

-42.4 

473 

222 

28% 

34%- 

2% 

Tandycrafts 

5,330 

4,000 

-25.0 

123 

71 

26y2 

30%- 

9% 

Teledyne 

22,118 

13,500 

-39.0 

1,477 

639 

i02y2 

119%- 

6% 

Texas  Pacific  Land 

2,014 

1,700 

-15.6 

184 

126 

47y2 

49%- 

9% 

United  Financial 

6,321 

5,750 

-9.0 

277 

250 

24% 

26y2- 

4 

U.S.  Industries 

31,380 

29,000 

-7.6 

264 

177 

8y8 

10  - 

2 

Warner  Communications 

15,139 

13,000 

-14.1 

126 

69 

49y8 

57y2- 

6% 

Weyenberg  Shoe  Mfg 

1,176 

1,030 

-12.6 

100 

75 

19% 

24%- 

7% 

Whittaker 

20,603 

13,100 

-36.4 

434 

223 

16% 

18%- 

1% 

Yates  Industries 

2,259 

1,420 

-37.1 

72 

12 

21  y2 

23%- 

4% 

*  Value  Line  estimates,  t  Less  than  5  years.  #  Currently  tendering  for  5  million  shares.  **  Shares  outstanding  in  1978  increased  by  almost  6 
I  million  shares  through  the  exercise  of  warrants. 
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Faces  Behind  The  Figures 


Harding  L.  Lawroicc  of  Braniff 


Running  the  big  store  in  the  sky. 


Make  Me  An  Offer 

why  has  Braniff  Airways  been  selHng 
round-trip  flights  between  Reno  and  Las 
Vegas  tor  only  $1?  "We're  having  a  sale," 
says  Harding  L.  Lawrence,  chairman  of 
the  airline  and  its  parent,  Braniff  Inter- 
national Corp.  "It's  a  new  market  for  us 
and  it  creates  awareness.' 

It's  not  cjuite  as  simple  as  that.  Actual- 
ly, all  6,000  seats  available  at  the  price 
(offer  expires  Nov.  19)  have  been  sold. 
And  the  idea  initially  was  to  undercut 
competitor  Delta,  which  had  offered  a  $1 
one-way  fare  on  the  route. 

Even  so,  Lawrence  sounds  a  lot  more 
like  a  retail  merchant  these  days  than  the 
CEO  of  a  regulated  business.  He  talks 
about  his  airline  as  'just  like  any  other 
retail  business"  with  the  airborne  equiv- 
alent of  Jafiuary  white  sales  and  other 
such  promotions.  It  wasn't  always  like 
that  for  Braniff  or  its  competitors.  For 
the  most  part,  they  weren't  overjoyed  at 
Civil  Aeronautics  Board  Chairman  Al- 
fred Kahn  s  first  calls  for  deregulation. 
Hard-sell  competition  wasn't  their  game. 
In  general  the\  mostly  figured  that 
price-cutting  would  simply  move  passen- 
gers from  one  line  to  another.  Lately 
they  have  discovered  they  were  wrong: 
More  people  iti7/  buy  something  when 
the  price  drops.  Total  air  travel  has 
climbed  some  18%  since  fare  cuts  began. 

Braniff  jumped  in  (juickly  with  price 
deals  this  past  year.  Its  "home  free  "  plan 
on  new  routes  is  a  50%  discount  from 


regulated  fares,  a  kind  of  special"  intro- 
ductory offer.  How  do  you  make  profits 
at  these  prices'?  Lawrence,  58,  comes  up 
witli  what  you  would  expect  from  any 
promotion-minded  retailer:  "We  make  it 
up  on  volume.  "  Braniff  had  been  doing 
relatively  well  for  an  airline  even  before 
its  binge  of  price-cutting.  Concentrating 
its  fleet  on  a  few  types  of  planes  and 
applying  for  a  seemingly  endless  list  of 
new  routes  (and  getting  many  of  them) 
has  helped  Braniff  mightily  in  recent 
years.  Lawrence,  a  high-living  cost-cut- 
ter, figures  the  airline  will  earn  about 
$45  nullion  this  year  on  estimated  rev- 
enues of  over  $800  million.  That's  a  24% 
boost  in  earnings  from  1977's  $36.4  mil- 
lion on  $678  million  revenues. 

Now  that  airline  deregulation  is  under 
way,  marketing  increasingly  becomes 
the  name  of  the  game.  Braniff.  as  Lav\- 
rence  sees  it,  doesn't  have  just  a  single 
route  structure  but  600  separate  markets 
in  which  to  sell  its  many  separate  prod- 
ucts: days,  times,  special  fares.  'Every 
pair  of  cities  is  a  retail  market  in  itself 
he  says. 

The  exhilarating  effect  of  airline  com- 
petition in  relatively  free  markets  has 
one  backlash  problem,  however:  The  air- 
lines run  the  risk,  finally,  of  selling  the 
same  product  at  too  many  different 
prices.  But  better  even  that  than  half- 
empty  planes  with  seats  at  only  two 
prices. 


Beyond  Texas? 

Lamar  Muse,  the  flamboyant  president 
of  Southwest  Airlines,  (}uarreled  with  his 
board  of  directors  last  March  and  found 
himself  out  of  a  job  (  Forbes,  Mmj  1). 
He's  now  raising  cattle  on  Lake  Palestine 
near  Tyler,  Tex.  His  successor  is  Howard 
Putnam,  41.  a  slight,  unassuming  sort 
who  spent  the  past  18  years  working  for 
United  Airlines,  the  last  two  as  head  of 
marketing.  Putnam  is  the  first  to  admit 
the  contrast  with  Muse:  Tm  not  a  com- 
bative person,"  he  says. 

Putnam  s  problem  is  to  preserve  prof- 
itability (Southwest  earned  40%  on 
stockholders  ecjuity  last  year)  while 
overseeing  expansion  that's  bound  to 
raise  costs.  Southwest  began  making  its 
money  by  providing  commuter  flights 
between  Dallas  and  Houston  at  fares 
below  those  of  the  interstate  carriers. 
Putnam  plans  to  continue  that  strategy: 
"Texas  is  where  the  airline  got  its  start, 
and  Texas  will  remain  the  priority  ,  he 
says.  This  year  Southwest  extended  its 
routes  to  five  new  Texas  cities  and  has 
asked  for  routes  to  two  more. 

But  the  lure  of  interstate  hops  to  area 


Hoiiard  Putnam  oj  Siiuthiccst 


After  Muse,  other  ways  to  be  tough. 

cities  like  New  Orleans  and  Oklahoma 
City  is  seductive  to  Southwest — especial- 
ly now  that  the  Civil  Aeronautics  Board  is 
urging  the  kind  of  cut-rate  fare  competi- 
tion that  is  Southvvest's  specialty.  This 
May,  before  Putnam  was  made  president. 
Southwest  requested  a  route  to  New  Or- 
leans. The  idea  is  to  develop  a  'cobweb  of 
short  routes  "  (under  .500  miles)  spreading 
out  from  Dallas  and  Houston. 

There  is  a  risk  in  expansion,  however. 
Southwest  is  a  bare-bones  operation  w  ith 
more  brass  than  sophistication.  "When  I 
came  down  here  and  saw  the  Southwest 
computer  equipment — some  of  it  15 
years  old — I  was  pretty  astonished,  Put- 
nam admits.  Growth,  particularly  across 
state  lines,  is  going  to  mean  costly  in- 
vestment in  planes  and  computers. 

Putnam  s  style  may  be  less  brash  than 
that  of  his  predecessor,  but  he  may  be 
even  more  determined.  When  weak  eyes 
thwarted  a  childhood  ambition  to  become 
a  pilot,  he  took  what  he  could  get:  a  job  as 
baggage  handler  in  Chicago  for  Capital 
Airlines,  u  hich  then  merged  with  United, 
Later,  skipping  a  college  degree,  he 
earned  an  M.B.A.  at  night  from  the  Uni- 
versity of  Chicago  while  moving  up  at 
United.  That  s  a  driven  and  a  driving  man, 
however  soft-spoken  and  noncombative. 


Reformed  Reformer? 

In  1962,  when  Sam  and  Martha  Gibbons 
moved  to  W'ashington  from  Tampa  for 
the  first  of  Sam  s  eight  terms  in  the 
House,  they  paid  about  S41.000  for  a 
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Think  of  us  as 
an  uncommon  companj^ 

Basicallj^ 

Our  roots  in  Europe  are  over  two  cen- 
turies deep  □  and  today,  with 
facilities  in  30  nations ...  and 
doing  business  in  over 
1 50 ...  we're  a  corporate 
G.N.,  literally  □  prag- 
matically, with  95%  of 
the  world's  consumers 
living  in  1 85  econom- 
ically interdependent 
nations  other  than  the 
G.S.,  the  involvement 
of  over  50%  of  our  em- 
ployees in  international 
business  reflects  our 
commitment  to  world  trade 
□  as  a  basic  economic  nec- 
essity □  and  as  a  significant  opportunity 
for  our  continued  growth  □  globally. 


EMHART 

For  more  information,  Write  V.P.  Public  Relations, 
P.O.  Box  2730,  Hartford,  Connecticut  06101 


Faces  Behind  The  Figures 


Sam  Gihbon.'i  cf  the  Housi 


Dislodged  by  a  brush  with  reality. 

house  in  suburban  McLean.  \'a  Last 
year  the>  sold  the  house  for  880.000. 
The\  didn  t  spend  all  of  the  proceeds 
from  the  McLean  house  on  the  condo- 
minium the\  bought.  So  they  had  to 
declare  a  portion  as  a  taxable  capital 
gain.  In  addition,  they  had  to  pay  a 
SL500  minimum  income  tax  on  the  half 
of  the  gain  that  escaped  the  regular  in- 
come tax. 

That  got  me  to  thinking  real  hard 
about  inflation.  sa\s  Gibbons,  "  and  I 
figured  that  we  didn  t  pa\  those  taxes  on 
a  real  gain  at  all.  ' 

So  the  onetime  leader  of  the  self-de- 
scribed tax  reformers  on  the  House 
Ways  &  Means  Committee  did  a  turn- 
around on  capital  gains  taxation  and 
came  out  for  the  cuts  urged  by  Repre- 
sentative W  illiam  .\.  Steiger  (R-W  is.) 
(Forbes.  June  12).  Then  the  Florida 
Democrat  sponsored  an  amendment,  lat- 
er adopted,  to  permit  home  owners  to 
realize  once  in  a  lifetime  up  to  S  100.000 
on  the  sale  of  a  principal  residence  with- 
out paying  taxes  on  the  gain. 

Gibbons  insists  that  he  is  not  a  reform- 
er "  converted  b\  political  pressure  to  a 
more  conser\ative  line.  His  personal  ex- 
perience gave  him  some  insight  into  the 
real  world  where  the  per\erse  eflPect  of 
inflation  on  capital  gains  taxes  hurts  ordi- 
nar\  people  like  congressmen. 

A  Ways  &  Means  task  force  last  year 
found  that  integration  of  the  corporate 
and  indi\idual  income  taxes  was  the 
most  ecjuitable  and  economicalh  effi- 


cient way  to  promote  capital  formation. 
Others  argue  that  a  complete  switch 
from  an  income  to  a  consumption  tax  is 
an  even  better  solution.  "We  had  to  do 
something  about  capital  formation  and 
there  just  was  no  political  support  for 
more  comprehensive  \va\s  of  going 
about  it.  says  Gibbons  about  his  support 
for  Steiger's  simpler  proposal. 


Ivy  Sunbelt 

I  wanted  to  leave  the  East,  momsie  and 
popsie  and  all  that  bulldog,  bow-wow- 
wow  stuC  savs  Roger  Horchovv.  about 
his  decision  to  move  to  Texas  in  19.53 
after  he  graduated  from  Vale.  Horchovv 
mav  have  left  his  Yale  attitudes  behind, 
but  these  days  he  s  making  plenty  of 
monev  pushing,  through  the  mails  all 
over  the  countrv ,  the  sort  of  classy  items 
they  love  back  East. 

The  Horchow  Collection  is  a  mail-or- 
der catalog  business  that  off^ers  everv- 
thing  from  a  S2.250  Tifianv  coff^ee  service 
to  a  SIO  can  of  "Home-style  Virginia 
jumbo  peanuts.  This  year  Horchow  ex- 
pects sales  to  the  sedentarv  shopper  to 
reach  over  S35  million  and  return  a  pre- 
tax profit  of  about  S3  million. 

Horchovv  learned  the  art  of  matching 
taste  to  sales  and  selling  it  through  the 
mails  as  vice  president  of  Neiman-Mar- 
cus  Co.  in  charge  of  their  renowned 
mail-order  catalogs,  and  his  days  with 
the  Dallas  retailer  show  in  his  own  mail- 
ings. Meanwhile.  Robert  Kenmore.  a 
former  ITT  whiz  kid,  got  carried  awav'  bv- 


the  magic  of  svnergv'  and  formed  Ken- 
ton. Inc..  a  New  York  ct)nglomerate  that 
bought  such  retailers  as  Cartier.  Georg 
Jensen.  Mark  Cross  and  the  Family  Bar- 
gain Stores.  Kenmore  wanted  to  start  a 
catalog  for  his  stores,  so  he  called  Hor- 
chovv. Bv  1973  Kenton  had  gone  bank- 
rupt and  was  picked  up  bv  Meshulam 
Riklis.  the  conglomerate  junkman.  Even 
though  the  mail-order  part  of  the  busi- 
ness was  also  losing  monev  .  Horchow 
decided  to  buv  it.  He  convinced  Riklis  to 
sell  it  to  him  for  SI  million  plus  S500.0(X) 
of  future  profits.  Sales  went  from  S6 
million  in  1972  to  S22  million  last  vear, 
with  a  pretax  profit  of  over  S2  million. 
Horchow  paid  off^  Riklis,  and  in  1974  he 
bought  back  most  of  the  stock  he  had 
sold  to  school  chums  to  raise  his  original 
capital.  For  everv  dollar  they  had  put 
up,  thev  got  back  S25. 

In  addition  to  the  Horchovv  Collec- 
tion, Horchovv  has  branched  out  into 
"Trifles.  a  catalog  offering  trendier. 
generallv  lower-priced  items.  and 
"Chas.  Pfeiffer  6c  Co.,  which  sells  cloth- 
ing with  a  hvper-Iv>  look.  Trifles  has 
done  well,  bringing  in  S7  million  in  its 
second  vear.  But  Pfeiffer  has  bombed, 
and  Horchow  is  going  to  discontinue  the 
line  as  a  separate  catalog.  "  I  don  t  quite 
understand,  savs  the  second-generation 
Yalie.  dressed  in  khakis,  loafers  and  a 
white  button-down  shirt.  "We  re  selling 
what  s  doing  well  in  the  stores,  but  it 
didn  t  quite  catch  on  through  the  mail 

Horchow  has  higher  hopes  for  a  new 
mail-order  fragrance.  L  Envoi  (meaning 
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Hyatt 

Great  first  impression 


but  not 
the  last 


Living  Plants  and  Flowers  in 
most  of  our  atrium  lobbies  and 
restaurants.  A  Complimentary 
Newspaper  on  your  way  to 
breakfast.  Two  more  Touches 
of  Hyatt. 


HYAI 
HOTELS 

BOO-228-9000  Gets  you  Hyatt.  Woridwide.Toll  Free. 

or  call  your  travel  agent.  Ask  for  Hyatt  Hotels  Worldwide  Directory. 


^^^^^ 


AND: 

$36,722,000  after  taxes. 


National 
Gypsum 
Company 


family  of  companies  building  foMure 


For  our  annual  report  write. 
4100  First  international  Bu.ldin 
Dallas,  Texas  75270 


Newsweek  International  is  now  in 
the  rich  Latin  American  market. 


Latin  America  has  come  into  its  ou  n 
as  a  market  of  international  conse- 
quence. 

Oil.  Automobiles.  Agribusiness. 
Winerals.  Latin  .America  is  sending 
them  off  to  the  world,  and  bu\  ing 
back  more  goods  in  return. 

The  GNP  of  the  major  Latin  nations 
is  advancing  at  a  rate  of  10°o  per  vear 
Exports  are  up  120%;  imports,  165°o, 
in  just  five  years. 

And  a  new  breed  of  executive  is 
evolving... an  international  execu- 
tive v\  hose  business  survival  de- 
mands a  global  view  of  events. 

Newsweek  International  is  giving 
him  that  v  leu  On  August  1st,  the 


premier  issue  of  the  new  Latin 
American  edition  went  on  news- 
stands and  into  mailboxes  all  across 
the  region 


THE 

INTERNATIONAL 
NEWSMAGAZINE 


The  initial  sale  estimate  is  45.000. 
but  if  past  is  prologue,  that  number 
will  go  up  verv  quicklv. 

For  \ew  sweek  is  a  trulv  interna- 
tionai  magazine— not  an  American 
export,  but  a  separately  edited  jour- 
nal taking  a  world  view  of  events— 
and  attracting  more  and  more  of  the 
men  and  women  who  sit  at  the  top 
of  the  international  marketplace; 
educated,  bi-lingual  business  peo- 
ple possessed  of  personal  wealth 
and  executive  power 

We  reach  them  in  Europe,  the  Mid- 
dle East  and  Africa.  We  reach  them 
in  Asia  and  the  South  Pacific.  Now 
we  reach  them  in  Latin  .America. 

So  can  you. 


.MES  Of  HCES:  New  York  •  Chicago  •  Los  .Angeles  •  San  Francisco  •  London  ■  Amsterdam  •  Frankturt/Main  •  Geneva  •  Paris  •  Rome  •  Hong  Kong  •  Manila  •  Osaka  •  Sydney  • 


Faces  Behind  The  Figures 


John  Connor  of  Price  W  aterhouse 


What  will  the  storm  after  the  calm  do  to  the  Big  Eight? 


"sending"  in  French)  by  Horchow.  He  s 
sold  1,000  bottles  in  a  month.  "My  fancy 
ladies  seem  ready  to  bu\-  just  because  my 
name  is  on  it,  '  says  Horchow  happiU  . 


Knock  On  Wood 

what  business  do  you  go  into  if  you 
come  from  Boise,  Idaho,  get  an  M.B.A. 
from  Dartmouth  s  Amos  Tuck  School  ot 
Business  and  then  decide  that  you  don  t 
like  the  East  and  want  to  go  back  to 
Boise?  Chances  are  you're  going  to  uind 
up  in  something  to  do  with  trees  and 
forests.  But  if  you  have  that  fancy  East 
Coast  degree,  you're  not  going  to  settle 
for  an  ordinary  forest  products  business. 
That  s  how  Peter  T.  Johnson.  46,  wound 
up  as  president  and  CEO  of  Trus  Joist 
Corp. ,  which  may  well  be  Boise  s  hot- 
test stock  this  year:  It  climbed  in  the 
over-the-counter  market  from  9  to  50  in 
a  year. 

Despite  its  location,  Boise  has  prob- 
ably captured  more  than  its  share  of  big 
companies,  what  with  Boise  Cascade 
Corp.  and  Morrison-Knudsen  Co.,  Inc. 
both  headquartered  there.  But  when 
Johnson  came  home,  he  went  to  work  for 
a  smallish  construction  company  and 
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rose  rapidly.  By  1968,  says  Johnson,  "I 
was  one  of  two  executive  vice  presidents. 
But  the  other  one  was  a  nephew  of  one  of 
the  principals,  and,  even  worse,  he  was 
capable.  So  I  decided  to  move  on.  " 

Still  staying  close  to  the  trees,  Johnson 
went  in  1968  with  Trus  Joist,  founded  by 
a  lumber  salesman  named  Harold  E. 
Thomas  and  an  architect-contractor 
named  Arthur  L.  Troutner,  who  also 
happened  to  be  an  inventor  of  wood 
building  products.  In  1970  Troutner 
came  up  with  their  big  wiinier,  a  product 
made  of  laminated  veneer  strips  placed 
parallel  to  one  another  called  Micro- 
Lam.  It  can  be  fabricated  in  forms  that 
replace,  among  other  things,  two-by-ten 
beams  used  widely  in  construction 
throughouVthe  country. 

These  da\  s,  Trus  Joist  employs  about 
1,000  people,  but  Johnson  feels  he's  just 
starting.  Roughly  $500  million  worth  of 
two-b\'-tens  are  used  as  floor  joists  in 
residential  housing  alone.  And  Johnson 
looks  to  products  made  from  Micro-Lam 
replacing  maybe  40%  of  that  one  market. 
"That  alone,'  he  says,  "can  more  than 
double  our  business.  ' 

That  may  be  a  somewhat  exuberant 
view  of  Trus  Joist's  outlook,  but  so  what'? 
This  year  the  company  expects  earnings 
of  $5.5  million  on  sales  of  $80  million, 
compared  with  $3.2  million  earned  on 
$56  million  last  year.  Even  with  John- 
son's big  expansion  dreams,  the  com- 
pany is  hoping  to  generate  enough  cash 
internally  to  finance  all  its  new  plant. 

Thus  far  at  least,  the  boys  from  Boise 
seem  to  be  seeing  both  the  trees  and  the 
forest  clearly  enough. 


A  Price  Change 

Joseph  Connor,  newly  named  head  of 
domestic  operations  for  the  accounting 
firm  of  Price  Waterhouse  &  ^o.,  takes 
over  the  reins  of  the  'Big  Eight'  outfit  at 
a  key  time.  Growth  of  Price  Waterhouse, 
while  respectable,  has  slowed  consider- 
ably. Earlier  in  this  decade,  the  $259 
million  (revenues)  partnership  was  post- 
ing annual  sales  and  net  income  gains  of 
20%;  now  the  growth  is  half  that. 

Connor,  however,  sees  it  as  a  lull  be- 
fore the  storm  because  he  thinks  the 
whole  accounting  profession  is  about  to 
be  stood  on  its  ear.  'We're  on  the 
threshold  of  changing  the  basic  account- 
ing model  to  a  current  value  status,  "  the 
47-year-old  senior  partner  states.  Such  a 
shift,  which  would  price  assets  at  the  cost 
of  replacement,  may  be  closer  than  any- 
one— even  Connor — expects.  For  exam- 
ple, the  Securities  &  Flxchange  Commis- 
sion recently  ruled  (  Forbes,  Oc  t.  2)  that 
oil  and  gas  people  must  value  their  re- 
serves at  present-day — rather  than, his- 
torical— costs. 

"That  creates  a  situation  where  the  oil 
industry  accounts  for  its  costs  differently 
from  all  other  energy  producers,  the 
easygoing  University  of  Pittsburgh  grad- 
uate explains.  "Maybe  the  SEC  is  tip- 
ping its  hand  toward  current  value  ac- 
counting for  all  companies.' 

Connor  will  lead  80-year-old  Price 
Waterhouse  through  not  only  turbulent 
times  in  accounting,  but  also  a  more 
competitive  posture  in  the  profession. 
The  $410,000-a-year  man  demurs  at  ex- 
panding    through     accjuisition,  like 
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Touchf  Koss  &  i.i).  did  with  J.K.  Lasser 
&  Co..  or  by  ofltring  niori"  nonaccount- 
ing  consulting  st-rvices  as  inan\'  firms 
MOW  do.  But  chaugf  is  definitely  on  Con- 
nor "s  mind.  Taking  over  Oct.  1.  he  re- 
structured top  management  to  include 
two  deput>  senior  partners — one  for 
long-term  planning  and  the  other  for 
da>-to-da>  ()[xrations.  Price  Water- 
houses  rivals  can  look  for  c-onsiderahK 
more  competition  from  here  on. 


A  New  Image 

The  tall,  white-haired  figure  appears  on 
your  television  screen.  You  stop  to  lis- 
ten. He's  given  man\  fine  performances 
over  the  years,  including  Mr.  Smith 
Goes  to  \\  (t  sliiii<i,toii.  Wiuclii'stcr  73. 
Harvcij.  Spirit  of  St.  Louis  and  Philaih  l- 
phia  Story.  But  now  as  actor  jimmy 
Stewart  s  voice  cracks,  he's  speaking  the 
words  of  an  adman's  script. 

"You  see.  Harvey  Firestone  was  never 
satisfied.  He  ^vas  al\\a>s  looking  for  a 
better  way.  and  tixla\'  Firestone  engi- 
neers are  still  looking  for  ways  to  make 
better  tires.  .  . 

And  w  hy  shouldn  t  the\  ?  .\fter  a  pub- 
lic outcry  and  a  congressional  investiga- 
tion o\er  the  safety  of  its  steel-belted 
radial  .500  tires.  Firestone  blames  motor- 
ists for  failing  to  maintain  proper  air 
pressure  in  their  tires.  The  National 
Highwa>  Traffic  Safet\'  .\dministration 
wants  Firestone  to  recall  the  estimated 
12  million  tires  still  on  the  road  without 
ha\  ing  to  be  formal!)  ordered  to.  So  far. 
the  company  has  not. 

Instead  Firestone  has  decided  it  has 
an  image  problem  Enter  a  respected  70- 
yeai-old  actoi  who  hiisu  t  been  tarnished 


James  A/.  Struart 


Spokesman  for  a  troubled  tiremaker. 


b\  exposure  on  T\ .  For  an  estimated 
S750.(X)0  over  three  years,  he  talks  about 
Firestone  s  78-year-old  histors  of  "prod- 
uct leadership  and  innovation,  which  led 
to  .  .  .  today's  steel-belted  radial  721 
tires."  Not  a  word  about  the  500.  Just 
reassuring  words  in  the  mouth  of  an 
actor  who  captivated  audiences  so  often 
in  the  old  da\s. 

"Its  a  product  Har\e\'  Firestone 
would  have  been  proud  of.  because  \()u 
know  he  always  said  he  wanted  Fire- 
stone to  be  best  today  and  still  better 
tomorrow. "  concludes  Stewart  in  that 
scratchy,  believable  voice.  You  d  like  to 
belie\e  him. 


I'm  All  Right,  Jack 

For  William  J.  (^uinn.  chief  executive 
officer  of  the  Chicago.  Milwaukee.  St. 
Paul  &  Pacific  Railroad.  Oct.  1  came  and 
went  with  hardly  a  skipped  beat.  The 
stockholders  and  bondholders  of  the 
bankrupt  railroad  hav  en  t  seen  the  light 
of  dav  in  ten  vears.  In  1977  common 
stockholders  lost  S158  per  share  as  the 
10.000-niile  line  filed  a  voluntarv  peti- 
tion for  reorganization  under  the  Federal 
Bankruptcy  Act.  The  Milwaukee  road 
made  money  in  only  txvo  of  the  last  eight 
v  ears  under  Quinn  s  leadership 

But  (j)uinn.  67.  who  retired  Oct.  1. 
hardly  felt  the  pinch.  Between  1970. 
when  Quinn  took  over,  and  1976.  the 
vear  prior  to  bankruptcv.  stockholders 
sw  allowed  net  losses  of  over  S12  a  share, 
w  hile  Quinn  s  salary  jumped  ov  er  459c. 
On  retiring.  Quinn  traded  his  8190.000 
w  age — bigger  than  that  draw  n  bv  chiefs 
of  such  major  solvent  entities  as  Grum- 
man. Holidav  Inns  and  Trans  World  .\ir- 
lines — for  S120.000  a  vear  in  consulting 
fees  and  pension  benefits,  which  he  will 
receive  until  1981.  Thereafter,  he  will 
get  a  S7.5.000-a-year  pension. 

Whv'  should  Quinn  be  left  so  comfort- 
able while  the  owners  of  the  Milwaukee 
road — bondholders  and  stockholders — 
hold  near-worthless  paper?  Quinn  de- 
clined to  comment,  stating  oiilv  that  the 
court  records  of  the  bankruptcv  proceed- 
ings "speak  for  themselves.  According 
to  those  records,  the  railroad  wants  to 
take  advantage  of  Quinn  s  experience 
and  expertise  throughout  the  reorganiza- 
tion. But  Quinn  s  consulting  work  for  the 
Milwaukee  is  sure  to  be  limited.  The 
Minnesota-trained  lawyer  won't  even 
maintain  an  office  at  corporate  headejuar- 
ters  in  downtown  Chicago. 

Of  course,  railroad  trustee  Stanley 
Hillman,  former  chairman  of  the  Illinois 
Central  Gulf  Railroad,  could  have  disaf- 
firmed Quinn  s  emplov  ment  contract. 
But  no  objection  was  heard  from  bond- 


Miluaukee  Roads  William  J.  Quinn 


Bankruptcy  has  its  own  rewards. 

holders  and  stockholders  when  the  re- 
tirement settlement  was  filed  with  the 
court  earlier  this  month. 

Still,  the  bondholders  and  stock- 
holders of  the  Milwaukee  road  could  be 
worse  off.  Quinn  s  original  employment 
contract,  set  in  1970.  called  for  S150.fK)0 
a  vear  to  I98I.  but  was  scaled  down  to 
•S120.000.  ostensibly  to  save  the  railroad 
money.  As  for  Quinn.  he  will  soon  be- 
come chairman  of  the  board  of  trustees  of 
Chicago  s  Lov  ola  University — a  post 
he  II  hold  without  compensation. 


Ruler  Of  "The  Room" 

"Sometimes  I  appear  to  be  contentious, 
but  I  don  t  mean  to  be.  says  John  H 
Gutfreund.  49.  the  new  managing  part- 
ner of  Salomon  Brothers.  Whatever  he 
means  to  be.  Gutfreund  comes  across  as 
a  tough,  aggressive,  forceful  man.  Those 
mav  well  be  preciselv  the  (jualities  need- 
ed right  now. 

.\s  Gutfreund  took  over  officially  from 
William  R.  Salomon  this  month,  the  firm 
announced  its  earnings  for  the  year  end- 
ed Sept.  .30.  Before  partners  taxes,  earn- 
ings fell  to  S27  million,  down  from  S5.5 
million  the  year  before  and  from  the 
record  870  million  two  vears  ago.  \\'ith 
billions  in  inventories  of  bonds,  profits 
swing  widely  with  interest  rate  moves, 
no  matter  how  well  the  firm  performs. 
Recent  soaring  interest  rates  have,  of 
course,  dropped  bond  prices  precipi- 
tously. During  the  last  such  cy  cle,  profitsi 
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This  is  neither  an  offer  to  sell  nor  a  solicitaiion  oj  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 

N'ot  a  New  Issue  October  5,  1978 

2,250,000  Shares 

Minnesota  Mining  and  Manufacturing  Company 

Common  Stock 

(without  par  value) 


Price  $58,625  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  underivriters,  includ- 
ing the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co. 

I  ii<'<>ri)<>riitccl 

Goldman,  Sachs  &  Co.  Bache  Halsey  Stuart  Shields  BIyth  Eastman  Dillon  &  Co. 

I  iKorporatcd  Incdrporatod 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Sn  iirities  Corpor;',!  ion  Iiirorporiited 

E.  F.  Hutton  &  Company  Inc.  Lazard  Ereres  &  Co.  Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Loeb  Rhoades,  Hornblower  &  Co.  Merrill  Lynch  White  Weld  Capital  Markets  Group 

AlerriU  I-.vnch,  IMorce,  Fenner  &  Smith  Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Piper,  Jaffray  &  Hopwood  Salomon  Brothers 

Incorporated  Incorporated 

Smith  Barney.  Harris  Upham  &  Co.  Warburg  Paribas  Becker 

I ncorporalcd  Incorporated 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc.  Bear,  Stearns  &  Co. 

L.  F.  Rothschild,  Unterberg,  Towbin  Shearson  Hayden  Stone  Inc. 

Atlantic  Capital  Basle  Securities  Corporation  Alex.  Brown  &  Sons 

Corpora)  ion 

Dain,  Kalman  &  Quai\  Oppenheimer  &  Co.,  Inc. 

I ncorporatcd 

Daiwa  Securities  America  Inc.  F.  Eberstadt  &  Co.,  Inc.  A.  G.  Edwards  &  Sons,  Inc. 

EuroPartners  Securities  Corporation  Robert  Fleming  Hudson  Securities,  Inc. 

Incorporated 

Kleinwort,  Benson    Moseley,  Hallgarten  &  Estabrook  Inc.    New  Court  Securities  Corporation 

l.iinilt-d 

Nomura  Securities  International,  Inc.  Scandinavian  Securities  Corporation 

Thomson  McKinnon  Securities  Inc.  Tucker,  Anthony  &  R.  L.  Day ,  Inc.  Wood  Gundy  Incorporated 


Faces  Behind  The  Figures 


John  H.  Gutfreund  of  Salomon  Brothers 


Halved  earnings  arent  half  bad. 

dropped  from  S55  million  in  1971  to  a 
loss  of  $6.6  million  in  1973  before  peak- 
ing at  $70  million  three  years  later. 

If  the  cycle  is  less  severe  this  time, 
John  Gutfreund  certainly  deserves  some 
of  the  credit:  It  was  largely  at  his  initia- 
tive that  the  firm  branched  out  from 
being  strictly  a  bond-trading  firm  to  be- 
coming a  leading  all-around  financial 
house.  Its  trading  floor — The  Room — is  a 
combination  of  shouted  quotes,  an- 
nounced trades,  and  sophisticated  tele- 
communications that  provides  what  the 
firm  believes  is  its  speciiil  "feel"  for  the 
market.  Its  capital  has  expanded  to  more 
than  $200  million  from  onlv  $35  million 
in  1968. 

Gutfreund,  despite  an  intolerance  of 
those  he  considers  intellectual  inferiors, 
is  a  manager  willing  to  listen  to  his  ex- 
ecutive committee  and  to  lesser  part- 
ners. This  does  not  mean  that  Salomon 
Brothers  is  now  going  to  be  run  as  a 
democracy  of  partners.  The  managing 
partner  will  continue  to  make  the  final 
decision,  as  Salomon  himself  did. 

Gutfreund  began  as  a  municipal  bond 
trainee  at  $45  a  week  in  1953,  though  he 
originally  wanted  to  be  a  college  profes- 
sor. Today  the  Oberlin  College  graduate 
has  a  multimillion-a-year  share  of  the 
profits. 

Gutfreund  s  step  up  to  the  helm  of 
Salomon  has  been  marred  by  widespread 
rumors  of  jockeying  among  trading  and 
corporate  finance  partners  for  the  num- 
ber two  spot.  Since  Labor  Day,  two  part- 
ners in  charge  of  government  and  mu- 


nicipal bond  trading  have  left.  Perfor- 
mance in  their  areas  was  not  at  issike,  but 
the  rumor  mills  oflFer  no  other  reasons  for 
their  departure. 

A  staunch  liberal  Democrat — another 
Wall  Street  contradiction — Gutfreund 
confesses  that  his  major  political  mistake 
in  the  past  was  to  give  solid  endorsement 
to  the  1972  presidential  candidac)  of 
Senator  George  McGovern.  "It  did  not 
help  business  and  McGovern  may  not 
have  made  a  good  President,  but  I  felt  it 
was  necessary  to  take  a  stand  against 
Nixon,"  he  explains. 


But  Does  He  Mean  It? 

'  I  ni  flattered,  insists  Peter  C).  Lawson- 
Johnston,  "but  not  interested"  in  the 
post  of  chairman  and  CEO  of  Kennecott 
Copper,  which  was  just  offered  to  him  by 
several  of  his  fellow  members  of  the 
Kennecott  board  of  directors. 

Lawson-Johnston  cites  too  many  other 
business  and  philanthropic  responsibil- 
ities. But  if  pressed  further,  the  51 -year- 
old  University  of  Virginia  graduate, 
whose  father's  family  used  to  own  Bo\  ril, 
the  British  food  concern,  may  well  ac- 
cept the  job.  On  his  mother's  side  he  is  a 
Guggenheim  and,  in  the  family  tradi- 
tion, lie  s  already  involved  in  copper  and 
other  mining  activities. 

The  family  duties  fell  to  him  when 
Harry  Guggenheim,  a  cousin,  made  him 
heir  to  his  holdings.  They  include  Gug- 
genheim Brothers,  now  a  near-dormant 
holding  company;  the  Anglo  Company,  a 
$100-million-a-year  oil  drilling  outfit;  Pa- 
cific Tin  Consolidated,  a  feldspar  and  tin 


mining  company  less  than  half  the  size  of 
Anglo;  and  the  beleaguered  Solomon  R. 
Guggenheim  Foundation,  which  sup- 
ports the  museum  of  the  same  name  in 
New  York. 

A  philosophy  major  in  college,  the 
gracefully  slight  Lawson-Johnston  start- 
ed his  career  as  a  newspaper  reporter  at 
the  Baltimore  Sun.  later  working  for 
Feldspar,  then  a  Guggenheim  company. 
In  1970.  cousin  Harry  called  Lawson- 
Johnston  to  his  deathbed  at  Sloan-Ket- 
tering  Institute  and  handed  over  the 
reins.  Lawson-Johnston  was  aston- 
ished— neither  Solomon  (his  grandfa- 
ther) nor  Barbara  Guggenheim  (his 
mother)  had  left  him  much  money,  and 
both  let  him  know  earl\'  on  that  he  d 
have  to  work  for  what  he  got  But  in  the 
end,  it  wasn  t  just  hard  work  that  got  him 
where  he  is  today.  Above  everything 
else,  said  cousin  Harry  that  day  in  1970, 
"you  are  a  gentleman. 

Lawson-Johnston  now  divides  his  tiiP' 
between  his  home  in  Princeton,  N  I 
just  an  hour  from  his  vast  wood-pant  li 
office  overlooking  New  York's  financial 
district,  and  a  summer  home  in  Kdgar- 
towii.  on  Marthas  Vineyard,  off  the 
south  coast  of  Massachusetts.  Lately  he 
has  been  trying  to  spend  more  time  on 
the  12,000-acre  South  Carolina  planta- 
tion left  him  by  Harry  Guggenheim. 

"It  was  because  I  had  all  that  space 
that  I  took  up  quail  shooting,'  says  La^^ - 
son-Johnston.  "I  didn  t  enjoy  shooting, 
because  I  felt  sorry  for  the  quail.  But  we 
eat  them,  and  an>'way,  if  I  didn  t  get 
them,  the  snakes  and  the  hawks  would." 

Is  the  same  true  for  Kennecott?  ■ 
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^Y)uare 
going  tD  have 

national  advertising 

wiiether  you  want  it  or  not  !^ 


Bruce  Barton 


Bruce  Barton  is  best  kmnoi  as 
one  of  the  founders  of  BBDO.  He  was 

nominated  to  the  Advertising 
Hall  of  Fame  in  1969,  and  served  as  a 
U.S.  Congressman  for  five  years. 


Some  years  back,  Bruce 
Barton  and  others  from 
BBDO  went  to  Pittsburgh  to 
present  a  new  advertising 
campaign  to  U.S.  Steel. 

Some  startling  news 
awaited  them:  U.S.  Steel  had 
decided  to  stop  its  national 
advertising. 

Any  comments,  Mr 
Banon?  Yes,  indeed! 

"Gentlemen,  you  can  can 
eel  your  national  advertising; 
that  is,  if  you  mean  canceling 
the  limited  fraction  of  your  advertising  you 
originate  and  place. 

"The  part  you  do  not  and  cannot  control 
will  roll  on  in  ever-increasing  volume.  It  is 
the  advertising  given  you  by  politicians  with 
axes  to  grind... by  demagogs  who  may  point 
you  out  as  typical  of  all  that  is  bad  in  big 
business... by  newspapers  that  hope  to  build 
circulation  by  distorting  your  acts... by 
labor  leaders  misrepresenting  your  profits... 
by  all  other  operators  in  the  field  of  public 
opinion,  some  unfriendly  and  many  merely 
misinformed. 

"Thus  you  are  going  to  have  national 
advenising  whether  you  want  it  or  not!" 

Mr.  Barton  went  on: "...  in  the  present  state 
of  world  politics,  where  the  electorate  is  the 
court  of  final  appeal  in  ALL  business  deci 
sions,  can  you  afford  to  take  the  risk  of  having 
all  your  advertising  emanate  from  sources 
beyond  your  control?" 

The  advertising  was  reinstated. 


Bruce  Barton's  point  is  even 
more  important  today  when, 
literally,  everybody  can  influ- 
ence a  corporation's  life  —  not 
just  traditional  "thought  lead- 
ers" Because,  quite  frankly, 
they  don't  exist  anymore. 
Nowadays,  you  don't  go  after 
thought  leaders,  but  after 
thoughtful  millions. 

So  today,  this  is  the  logic 
many  companies  apply  to 
their  corporate  advertising: 
1.  The  time  to  make  friends 
is  before  you  need  them. 

2.  You  never  know  where  you  will  need 
friends  tomorrow. 

3.  So,  your  corporate  advertising  should 
try  to  make  friends  everywhere  — among 
millions. 

4.  You  stand  the  best  chance  of  making 
friends  among  reasonable,  open-minded 
people. 

5.  Especially  when  you  catch  them  in  a 
friendly  mood,  prepared  to  believe  what  you 
have  to  say. 

Which  has  led  to  this  conclusion  for  some 
of  America's  best  companies: 

Run  corporate  advertising  in  Reader's 
Digest. 

For  scores  of  major  companies,  it  pays  off. 


Reader's  Digest 

The  place  to  make  friends  for  your  company. 


ote  from  Sid  Bernstein's  column  in  Ad  Age(6/26/78). 


I  am  not  alone 


What  is  known  lo  the 
security  analyst  is  told  to 
the  stock  trader,  where  it  is 
combined  with  the  percep- 
tions ol  the  governments 
dealer  and  the  thinkmg  of 
the  corporate  finance 
expert-  First  Boston  is  a  set 
of  contiguous  minds.  The 
experience  of  each  touches 
the  other 

Since  1S>34,  First  Boston 
has  offered  a  comprehen- 
sive range  of  investment 
banking  scr\  iccs.  a  diveisity 
of  minds  m  series  1  he 
greater  the  number  of  ser- 
vices, the  greater  the  series 
of  minds,  the  more  valuable 
the  insights,  the  greater 
each  person's  ability. 

Diverse  minds  in  con- 
tact saw  that  information 
gathered  Iroiu  equity 
research  could  be  invaluable 
to  the  structuring  of  a 
financing.  At  Fiisi  Boston, 
ideas  and  people  fiom 
different  departments  work 
togethei.  not  aK)ne. 

Such  contact  sparks 
insight.  Insight  sparks 
innovation.  W  ith  a  strong 
permanent  equity  capital 
position.  First  Boston 
executes  insights.  We  make 
knowledge  work.  We  can 
put  it  tL>  work  for  you. 

Stait  First  Boston 
thinking  about  your  needs. 
Call  on  professionals  like 
these  twi.)  men  who  special- 
ize in  commercial  banks 
and  savings  institutions  at 
our  headquarters  in  New 
York:  Bill  Weiant  of  Equity 
Research  (right)  and  Ste\e 
Murphy  of  Corporate 
Finance. 


First  Boston 

Thinking  capital 


Forbes 


Money  And  Investments 


The  Economy 


The  Biggest  Shift  Of  Ail 


It  may  seem  hard  to  believe,  what  with  a  deficit  of  about  $50 
bilhon  chalked  up  for  the  fiscal  year  that  ended  Sept.  30,  but 
the  federal  budget  increasingly  is  coming  under  control.  Sure, 
as  Anthony  Eden  once  said,  "Everyone  is  in  fiivor  of  general 
economy  and  particular  expenditure."  But  Washington  these 
days  would  astonish  him. 

The  deficit  for  the  current  year  probably  will  be  under  $40 
billion.  As  for  the  1980  budget,  which  President  Carter  will 
present  in  January,  his  budget  director,  James  Mclntyre  de- 
clares, "I'm  certain  we  can  get  the  deficit  down  below  $30 
billion.  I  hope  we  can  do  better  than  that.' 

No  one  in  Washington  these  days  much  doubts  that  the 
Administration  will  come  in  with  a  deficit  of  less  than  $30 
billion,  or  that  a  drive  will  be  made  to  trim  it  further  in  1981. 
Evidence  abounds  that  Carter  is,  as  one  of  his  top  advisers 
flatly  labels  him,  "a  fiscal  conservative.  '  Even  during  some  of 
those  earl\  planning  meetings  at  the  Pond  House  in  Plains,  he 
was  uncomfortable  with  the  size  of  the  spending  and  tax-cut 
proposals  some  of  his  economists  told  him  were  needed  to 
reduce  cjuickly  the  then  8%  unemployment  rate.  Since  then, 
with  smaller  tax  cuts  and  continued  spending  shortfalls,  the 
economy  has  enjoyed  a  balanced  recovery  and  unemployment 
is  down  to  6% — admittedly  in  part  because  there  has  been 
I'irtually  no  growth  in  productivity. 

With  inflation,  not  unemployment,  now  the  official  number 
:)ne  problem.  Carter  is  free  to  follow  his  own  tight-fisted 
instincts,  with  the  full  blessing  of  his  advisers.  They  under- 
stand fully  that  the  policy  could  turn  out  to  be  too  restrictive 
ind  offer  too  little  support  if  the  economy  should  start  to  slip 
into  a  recession.  They  are  prepared  to  take  that  risk,  however, 
because,  as  one  says,  "On  our  best  estimate,  it  s  about  the  right 
imount  of  pulling  back.  Given  the  irreversibility  of  inflation, 
we  have  to  lean  one  way — down.  " 

All  this  coincides  with  a 


ihange,  now  plain  as  day, 
in  the  public  s  mood  that 
has  been  in  the  making  for 
/ears.  Over  at  the  Federal 
iieserve.  Chairman  Wil- 
iam  Miller  is  thanking  his 
ucky  stars  it  has  come  just 
low.  Because  of  lower  fed- 
'ral  spending  and  the 
)ostponement  of  tax  cuts 
)rigiiially  proposed  to  start 
)( I  1,  he  notes.  "In  the 
mirth  C]uarter  of  this  year 
lie  'Ireasury  will  borrow 
7  billion  to  $9  billion  less 
hail  they  otherwise  would 
Ac  '  With  the  prime  up 
.  ')  i'4%  and  rising,  that's 
ot  to  be  a  comfort. 

Miller  says  he  is  im- 
K  ssed  with  what  he  calls 
I  new  attitude  toward  the 
iiportance  of  fiscal  re- 
in iisibility,  particularly 
I  ( 'oiigress.  "In  my  first 


iVIessage  Received? 

The  public  has  been  sending  Washington  a  message. 
Judging  by  the  budget  outlook,  it  has  been  received. 
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contacts  on  the  Hill  there  were  certain  patterns  I  was  familiar 
with  from  my  experience  in  business,  "  he  explains.  "As  the 
year  wore  on  and  as  the  real  clear  danger  of  inflation  became 
apparent  to  everyone,  and  as  the  sounds  from  the  constituen- 
cies— and  even  from  the  intellectual  leadership — began  to  hit 
the  note  of  a  need  for  fiscal  restraint,  it  seemed  to  me  that 
those  patterns  began  to  change.  "  Can  it  last?  Are  the  free- 
wheeling, free-spending  days  of  yesteryear  really  gone?  Miller 
responds  with  a  cautious  yes. 

Economist  Alan  Greenspan,  who  spent  more  than  two  years 
in  Washington  as  President  Ford's  chief  economic  adviser, 
returned  to  his  consulting  business  despairing  that  federal 
spending  could  ever  be  controlled.  Now  he  writes,  "Over  the 
course  of  the  last  year  and  particularly  of  the  last  six  months,  a 
political-economic  shift  has  emerged  which  has  significantly 
increased  the  probabilities  that  the  1980s  icill  be  a  period  of 
lower  inflation  and  stronger  economic  activity.  " 

What  has  happened  simply  is  that  most  politicians  have 
gotten  the  message  that,  as  Greenspan  puts  it,  the  American 
people  have  become  "increasingly  disenchanted  with  the 
growth  and  ubi(iuitousness  of  government.  "  That  disenchant- 
ment, in  turn,  is  due  to  a  feeling  that  government  cannot  solve 
every  problem  simply  by  throwing  monev  at  it.  The  public, 
after  all,  usually  bears  taxes  ([uite  willingly  so  long  as  it  seems 
to  be  getting  its  money's  worth.  When  the  problems  remain — 
or  when  the  public  thinks  they  have  been  solved — then  the 
grumbling  about  taxes  rises  and  the  "revolts"  occur. 

One  high  Administration  official,  deeply  involved  in  trying 
to  hold  the  spending  line  in  Congress,  says  he  "can't  fin^  any 
area  of  major  spending  pressure.  "  Despite  all  the  apparent 
evidence  to  the  contrary — public  works,  nuclear  carriers,  na- 
tional health  insurance — he  is  right.  During  the  1960s  there 
was  tremendous  pressure  for  government  to  spend  money  to 

  right    social    wrongs.  By 

1975  that  liberal  push  had 
become  the  Humphrey- 
Hawkins  bill,  which,  sig- 
nificantly, and  for  all  its 
defects,  promised  jobs, 
not  more  money  for  edu- 
cation or  welfare. 

The  next  time  agricul- 
ture prices  are  really  de- 
pressed, or  there's  a  reces- 
sion, new  pressures  to 
spend  our  way  out  will  of 
course  arise.  But  they  will 
differ  from  those  of  most  of 
the  last  two  decades. 
These  pressures  will  be 
brought  mostly  to  pre- 
serve old  programs,  not 
add  new  ones.  That's  what 
the  President's  public 
works  veto  was  about,  and 
what  the  budget  debates 
next  year  will  be  about. 
And  that's  truly  a 
change.        — John  Berry 


I 

'74  '75 
■  Estimate 
Congressional  Budget  Resolution 


I  3R8ES,  OCTOBER  30,  1978 


183 


Mo/fey  And  Investments         The  Bond  &  Capital  Markets 


Confessions  Of  A 
Balked  Prognosticator 

By  Ben  Weberman 

".  .  .  While  my  face  is  a  bit  red  over  too  optimistic 
near-term  expectations  about  inflation,  I  do  not  think 
I  was  wrong  about  long-term  interest  rates. . ." 


I  n  this  column  I  am  going  to  do  what  all 

prognosticators  should  do,  but  few  are 
u  illing  to  face.  I  am  going  to  analyze  my 
own  recent  forecasts,  confessing  where 
and  how  I  went  wrong  and  crowing — 
mildly — over  where  I  was  right. 

I  have  been  wrong  about  inflation.  I 
thought  it  would  slope  down  from  last 
year  's  6%  level  to  5.5%  by  the  end  of  this 
y  ar.  No  such  luck.  It  now  appears  cer- 
tain that  we  will  be  having  a  7%  rate  for 
the  full  year.  So,  inflation  got  worse  in- 
stead of  better.  How  did  I  go  so  wrong? 
More  on  this  in  a  minute. 

V\  hat  about  my  interest  rate  predic- 
tions? Earh  .his  year  I  took  note  that  the 
majorit\^  of  prognosticators  were  looking 
for  sharply  higher  interest  rates  and  that 
this  cxpc'tation  would  depress  bond 
prices.  So  in  April,  May  and  again  in  July 
I  suggested  that  investors  restrict  their 
commitments  to  bonds  in  the  three-  to 
seven-year  maturities,  thus  limiting  po- 
tential losses.  But  I  disagreed  sharply 
with  the  experts  who  were  predicting 
that  long-term  bond  yields  would  climb 
to  the  10%-plus  level  b\  the  October- 
December  1978  quarter.  In  spite  of  the 
terrible  predictions  made  by  many  ex- 
perts earl'er  this  year,  the  prices  of  long- 
term  bonds  have  dropped  only  2  to  3Vi 
points  since  January  and  long-term  Trea- 
suries yield  8.. 55%,  not  10%! 

Ihe  credit  crunch  that  the  Cassandras 
were  predicting  has  never  come  to  pass. 
The  U.S.  Treasuni  ended  its  fourth  fiscal 
quarter  on  Sept.  30,  1978  with  a  cash 
balance  of  S22.5  billion.  The  federal  defi- 
cit was  and  will  be  less  than  expected, 
and  borrowings  to  cover  it  will  put  no 
strain  on  the  capital  markets. 

And  where  is  the  maddened  throng  of 
corporate  borrowers  clawing  its  way  i'.to 
tht  capital  markets  in  a  panic  for  funds? 
It  exists  only  in  the  fevered  imaginations 
of  so  .le  economists.  The  Treasur\'  was 
expected  to  be  jostling  corporations  for 
scarce  capital.  The  fact  is  that  credit, 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine 


while  expensive,  is  easy  to  get.  Though 
wrong  about  inflation,  I  was  right  about 
availability  of  credit. 

Where  I  really  look  bad  is  on  short- 
term  interest  rates,  which  were  in  a 
6.7%-to-7%  range  at  the  start  of  this 
year;  today  you  can  get  9.5%  on  a  six- 
month  bank  deposit  and  8.6%  on  a  one- 
year  TreasuPi'.  Here  s  w  hy  I  was  wrong: 
I  expected  more  of  Jimmy  Carter  than  he 
delivered.  In  the  Apr.  17,  1978  issue,  I 
wrote:  "The  Carter  Administration  will 
take  seriously  the  need  to  fight  inflation. 
While  cronies  of  the  President  oppose 
politically  unpalatable  anti-inflation  mea- 
sures, the  contrary  advice  of  Miller,  Blu- 
menthal  and  Schultze  should  soon  have 
an  impression.  "  Ouch! 

The  President  continued  to  listen  to 
the  politicians.  A  few  farmers  threw  a 
tantrum  outside  the  White  House,  so  he 
gave  them  higher  support  prices  for 
grains,  for  milk,  kept  out  foreign  beef 
and  made  it  easy  to  w  ithhold  crops. 

We  have  record  harx  ests  of  corn,  soy- 
beans and  huge  crops  in  general  now. 
Large  stocks  of  farm  products  overhang 
the  market.  All  this  produce  should  be 
bringing  down  food  prices,  but  it  is  not, 
thanks  to  Carter's  weakness. 

Rising  food  prices  have  increased  in- 
flationary expectations  throughout  the 
economy  and  put  pressure  on  wages  and 
prices.  With  little  help  coming  from  ei- 
ther the  Hill  or  the  White  House,  the 
fight  against  inflation,  then,  is  left  almost 
entirely  to  the  Federal  Reserve  S\s- 
tem — which  also  must  bear  the  brunt  of 
the  struggle  to  protect  the  U,S.  dollar. 

But  how  many  weapons  does  the  Fed 
have?  Not  many.  Its  chief  one  is  the 
abilitN'  to  tighten  credit  by  raising  interest 
rates.  This  is  a  dangerous  weapon,  and 
Fed  Chairman  Bill  Miller  has  been  using 
it  carefulK'  but  with  sufficient  determina- 
tion to  let  ever\one  know  that  the  Fed 
accepts  the  responsibilit>  that  Congress 
and  the  White  House  have  shunned.  The 
Fed's  entry  is  somewhat  belated.  It,  too, 
was  expecting  more  from  Carter  and  Tip 
O'NeiU  than  it  got. 


So  the  sky-high  short-term  interest 
rates  don't  mean  that  the  total  demand 
for  money  is  outrunning  the  suppl\'  of 
funds.  I  repeat:  1)  There  is  no  money 
crunch  or  near-term  prospect  of  one.  2) 
Long-term  interest  rates  are  not  going 
through  the  roof  and  are,  in  fact,  close  to 
their  peak.  3)  There  are  few  excesses  in 
the  econom\  that  justif\'  inflation. 

Quite  to  the  contrar>,  the  signs  are 
clear  now  that  consumer  spending  is 
slowing  down,  braked  by  the  huge  in- 
crease in  debt,  and  this  slowdown  will 
lead  business  to  revise  downiward  its  cap- 
ital spending  plans. 

The  dollar  is  strengthening,  too,  and 
Carter  and  Congress  seem  to  have  got- 
ten the  economy  message.  The  Fed  will 
not  much  longer  have  to  ratchet  short- 
term  interest  rates  to  artificial  heights. 

My  guess  is  that,  once  this  happens, 
short-term  rates  will  start  coming  down 
and  big  investors  will  make  a  rush  to  lock 
in  some  of  today  s  juicy  long-term  \  ields. 

To  repeat  what  I  said  in  my  Oct.  2, 
1978  column:  ".  .  .the  current  high 
yields  on  good  long-term  bonds  are  sim- 
ply not  justified  b\  the  underlying  eco- 
nomics. While  my  face  is  a  bit  red  over 
too  optimistic  near-term  expectations 
about  inflation,  I  do  not  think  I  was 
wrong  about  long-term  interest  rates. 
Those  of  you  who  buy  long-term  U.S. 
Treasury  bonds  with  8.5%  yields  are  go- 
ing to  be  well-pleased  with  yourseKes 
before  too  much  more  time  elapses. 

The  attention  being  focused  on  high- 
grade  mortgage  pools  may  cut  into  valut- 
as rhore  investors  learn  of  these  instru- 
ments I  have  been  covering  for  almost 
two  years.  But  you  can  still  get  a  corpo- 
rate equivalent  bond  yield  of  about 
9.15%  on  U.S.  Treasury -guaranteed 
Government  National  Mortgage  Associ- 
ation pass-through  certificates,  or  9.5% 
on  privateh  organized  mortgage  pool 
pass-throughs. 

Want  tax-exempt  income?  The  high- 
grade  electric  utility  authorities  pay 
6.3%  tax-free  for  30  \  ears.  That's  quite  a 
living  wage.  ■ 
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GROWIIM 


There  is  a  solidity  to  the  economic 
growth  of  Puerto  Rico.  You  can  see  it  in  the 
dynamic  activity  of  our  International  Airport 
and  the  ships  loading  in  our  harbors.  Or  go 
through  one  of  the  many  industries  using 
advanced  technology.  Or  use  our  new  and 
extensive  highways.  And  all  of  it 
continually  growing. 

This  dynamic  growth  is  one  of  the 
reasons  why  more  and  more  investors  regard 
the  bonds  of  the  Commonwealth  of  Puerto  Rico 
as  both  a  sound  investment  and  a  source  of 
good  income. 

Puerto  Rico  Bonds  have  a  triple 
exemption.  Bonds  of  Puerto  Rico  and  its 
municipalities,  as  well  as  its  various  authorities, 
under  existing  laws,  are  exempt  not  only  from 
federal  but  also  from  state  and  local 
income  taxes. 

At  current  market  prices,  Puerto  Rico 
Bonds  provide  attractive  yields. 

Puerto  Rico  has  always  met  its  public 
debt  obligations. 

For  further  information  about  Puerto 
Rican  government  securities  contact  yourown 
broker  or  dealer.  If  you  would  like  to  receive 
copies  of  our  informative  Newsletter — 
The  Business  Review — write: 


GOVERNMENT 
DEVELOPMENT 
BANK  FOR 

V  f  g     ^       [  Minillas  Government  Center 

ban  Juan,  ruerto  Kico  0091 1 
T>T/^/^  (809)726-2525 
-I\.JLV-/\^  140  Broadway,  New  York,  N.  Y  10005 

(212)422-6420 


n  I  would  like  to  receive  a  free  subscription 
to  Puerto  Rico  Business  Re\new. 

Name  

Address—  


_7ip  Gxle. 


lJPuertoRico,tLS*A»       « ° « j 


Money  And  Investments 


Stock  Comments 


Indexing  Dividends 

By  Heinz  H.  Biel 

".  .  .  The  increase  in  dividend  payments 
goes  quite  far  in  offsetting  the  erosion 
of  the  dollar's  buying  power .  .  ." 


ohn  D.  deButts,  chairman  of  Ameri- 
can Telephone  &  Telegraph,  stated  the 
other  day  that  the  compan\  uill  continue 
its  efforts  to  keep  increases  in  the  di\i- 
dend  rate  ahead  of  the  Consumer  Price 
Index.  To  the  best  of  m\  knowledge,  this 
is  the  first  time  that  the  head  of  a  major 
corporation  has  declared  inflation  index- 
ing of  di\idends  as  the  compan\  s  official 
policy.  Although  many  corporations  ha\  e 
done  so  in  practice,  protecting  the  share- 
holder against  the  inroads  of  inflation,  it 
has  never  been  said  quite  as  clearly  until 
Mr.  deButts  recent  Wall  Street  Journal 
interview. 

.AT&T  has  more  stockholders  than  any 
other  corporation  in  the  world.  The  com- 
pany and  its  numerous  operating  subsid- 
iaries also  sell,  year  after  year,  many 
billion  dollars'  worth  of  bonds,  all  enjoy- 
ing a  top  qualib.  rating,  except  those  of 
Pacific  Telephone  &  Telegraph,  which 
has  serious  regulator)-  problems. 

Now.  what  should  the  investor  buy? 
The  stock,  presently  pa\ing  a  dixidend  of 
S4.60  a  year  to  \ield  about  7.1%?  Or 
those  triple-A  bonds  now  \-ielding  close 
to  97c?  For  an  answer,  just  look  at  the 
record,  specifically  the  last  ten  \  ears.  the 
decade  of  our  worst  inflation.  Unhesitat- 
ingly, you  uill  choose  the  stock,  despite 
the  lower  \ield.  The  dixidend  was  S2.40 
in  1968;  it  is  S4.60  this  year  and,  most 
probabK ,  will  be  S5  next  year.  That  easi- 
K  matches  the  near-100%  rise  in  the 
CPI.  Not  bad! 

On  the  other  hand,  if  in  1968  you 
bought  one  of  those  newly  issued  Tele- 
phone bonds,  such  as  the  New  Jersey 
Bell  Telephone  6%s  due  in  2008,  you 
would  still  receive  the  same  6%*^.  You 
would  also  have  a  loss  in  market  \  alue  of 
about  25%.  By  comparison.  Telephone 
stock,  which  in  1968  ranged  between  48 
and  58,  now  sells  near  64. 

Common  stocks  have  been  called  a 
poor  inflation  hedge,  because  the  stock 
averages  did  not  keep  pace  with  the 

Heinz  H.  Biel  is  a  vice  president  of  the  \YSE 
firm  ofjanney  Montgomery  Scott. 


inflation  rate.  Obviously,  the  price  of 
.AT&T  didn't  either,  having  sold  as  high 
as  75  wa\  back  in  1964.  However,  as  I 
said  on  this  subject  in  a  previous  column, 
the  picture  looks  much  brighter  if  you 
lengthen  the  time  to  15  or  even  2.5  \  ears. 

Take  a  look  at  the  accompan\ing  table. 
I  am  using  the  Dow  Jones  averages, 
because  they  comprise  the  good  and  the 
bad.  the  slow  and  the  fast.  Not  many 
individual  investors  have  done  much 
better  than  the  averages  and  most  ma> 
have  done  worse. 

Regardless  of  whether  you  start  in 
1948  or  1958.  the  inflation-hedge  quali- 
ties of  common  stocks  show  up  clearK 
and,  1  beUeve,  favorabK .  The  increase  in 
dividend  pavTnents  goes  quite  far  in  off- 


bigger;  that  goes  for  revenues  and 
earnings,  as  well  as  dividends.  Howev- 
er, when  vou  superimpose  grcnvth  and 
good  management,  the  picture  gets 
even  brighter. 

A  good  example  is  Winn-Dixie  Stores, 
an  exceUent  supermarket  chain  operat- 
ing in  the  southeastern  U.S.,  whose 
stock  has  been  mentioned  off  and  on  in 
this  column.  It  has  the  most  spectacular 
dividend  record  I  know.  The  dividend 
ipaid  monthly'^  has  been  raised  in  every 
single  year  since  1944,  from  p)ennies  (ad- 
justed for  numerous  spUts)  at  first  to 
SI. 92  at  present.  While  many  electric 
utilities  are  routinely  raising  their  divi- 
dend rates  bv  a  few  cents  a  vear,  more 
than  a  hundred  nonutilities  have  done  so 


30  Years  Of  Dow  Averages 

The  inflation  hedge  qualities  of  common  stocks  show  up  clearly. 


Dow  Jones  Industrials 


Dow  Jones  Utilities 


Price 

Price 

Year 

Range 

Dividends 

Range 

Dividends 

1948 

193-165 

S11.50 

36-32 

SI. 96 

1958 

584-437 

20.00 

91-69 

3.49 

1968 

9^825 

31.34 

141-120 

6.11 

1978* 

908-742 

47.46 

111-103 

8.54 

30- Year  Rise 

361  %t 

313% 

215% 

336% 

20- Year  Rise 

62°/ot 

137% 

37% 

145% 

10- Year  Rise 

-9%+ 

51% 

-18°/o 

40% 

Latest  12-morrth  period.       Based  on  mean  between  high  and  low. 


setting  the  erosion  of  the  dollar  s  buving 
power.  The  price  performance  has  been 
less  favorable,  especially  in  the  past  de- 
cade, despite  the  steadv  rise  in  divi- 
dends. To  a  significant  extent  this  shows 
the  effect  of  a  much  higher  interest  lev  el, 
an  inevitable  consequence  of  inflation. 
Bonds  have  done  much  worse,  proving 
rather  conclusively  that  they  should  not 
be  bought  for  long-term  investment.  It  is 
a  different  matter  for  the  elderly,  who 
must  maximize  current  income. 

The  virtuallv-  uninterrupted  rise  in 
corporate  dividend  pavTnents  [they  de- 
cUned  onlv  nominally  in  a  few  years 
since  1948)  is,  of  course,  to  a  major 
extent,  the  result  of  inflation  itself.  The 
numbers  are  just  getting  bigger  and 


in  ev  en,  year  of  the  past  decade. 

Since  the  CPI  has  just  about  doubled 
since  1968.  a  corporation  had  to  double 
its  dividend  rate  during  this  period  if  it 
aims  to  protect  its  shareholders  against 
the  inroads  of  inflation.  Neither  the  Dow 
industrials  nor  the  Dow  utiUties  have 
done  so.  as  the  table  shows,  but  giants 
like  General  Electric  and  Exxon,  as  well 
as  AT&T,  have  succeeded  in  keeping 
their  dividend  pavTnents  in  step  with 
inflation. 

That's  what  is  meant  by  indexing.  In- 
ternational Business  Machines,  by  the 
way.  paid  S2.08  in  1968.  vs.  Sll.'52  at 
present.  The  price  range  was  300  to  224 
in  1968;  this  year  it  is  303  to  235.  Let  the 
figures  speak  for  themselves.  ■ 
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I  Special  Invitation  from  VALUE  LINE 


fo  Investors  Who  Use 
Discount  Brokers 

. .  and  make  their  own  investment  decisions 


growing  minority  of  investors 
3  turning  to  discount  brokers  to 
t  commission  costs.  Generally, 
s  is  appropriate  only  for  those 
10  make  their  own  decisions, 
ice  most  discount  brokers  do 
t  provide  investment  research. 
,  if  you're  doing  business  with 
discount  broker,  you  need  the 
St  independent  research  you 
n  get.  (Your  commission  sav- 
}S  on  just  a  few  trades  may  pay 
■  a  full  year  of  such  assistance.) 
sre's  how  Value  Line  can  help: 


e'd  like  to  send  you  Value  Line's 
test  full-page  Reports  on  each  of 
'00  stocks  under  continual  re- 
3w.  These  come  to  you  ready  for 
stant  use,  fully  indexed  and 
ose-leaf  bound  in  the  Investors 
dference  Service  (available  sep- 
ately  for  $45)  .  .  .  and  will  be 
stematically  updated  by  new 
3ports  in  the  weeks  ahead.  Filing 
kes  less  than  a  minute  a  week. 
I  this  material  is  so  organized  in 
)ur  binder  that  you  can  quickly 
rn  to  a  continually  updated  re- 
)rt  on  almost  any  leading  stock. 

lese  comprehensive  Reports  cov- 
almost  every  stock  that's  likely 
be  of  interest  to  you.  The  1700 
ocks  covered  by  Value  Line  ac- 
)unt  for  approximately  96%  of  all 
)llar  trading  volume  in  the  U.S. 
juity  markets.  With  Value  Line, 
lu're  really  "well  armed." 
typical  Value  Line  full-page  Re- 
)rt  on  a  stock  includes  22  series 
vital  financial  and  operating  sta- 
tics—going back  15  years  and 
timated  3  to  5  years  into  the 
lUre — plus  ratings  and  estimates 
relative  Price  Performance  in 
3  next  12  months,  long-term  per- 
ntage  Appreciation  Potential, 


Quality  (Safety),  current  Yield  and 
P/E  compared  to  past  norms,  and 
Value  Line's  analysis  of  ongoing 
corporate  developments.  About 
130  Reports  are  issued  every  week 
—1700  every  13  weeks,  in  regular 
sequence. 

But  perhaps  most  significant  of  all 
is  the  objective  Value  Line  Rank- 
ing System  which  reduces  thou- 
sands of  hours  of  research  by  70 
experienced  analysts  and  statis- 
ticians to  two  straightforward  sig- 
nals, the  rank  for  Timeliness  and 
the  rank  for  Safety. 
Stocks  to  Avoid  Now.  Because 
Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1700 
stocks,  you  can  quickly  and  easily 
identify  which  stocks  we  currently 
rate  relatively  best  and  worst  for 
your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks 
currently  ranked  below  average 
for  Timeliness  (Performance)  in 
the  year  ahead. 

In  addition  to  the  full-page  Re- 
ports, Value  Line's  key  investment 
ratings  and  measurements  for  all 
1700^  stocks  are  updated  EVERY 
WEEK  in  our  32-page  weekly  Sum- 
mary &  Index.  With  Value  Line, 
you  are  never  left  "hanging." 
Double  Bonus  Offer,  if  you  re 
an  independent  investor— if  you 
call  your  own  shots— you  should 
settle  for  nothing  less  than  the 
best.  So  we  invite  you  to  let  us 


send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the 
next  1 2  months.  Plus  two  immedi- 
ate bonuses— the  two-volume  In- 
vestors Reference  Service  (de- 
scribed above)  and  our  penetrat- 
ing new  64-page  guide  book,  "In- 
vesting in  Common  Stocks,"  which 
explains  how  even  inexperienced 
investors  can  apply  thousands  of 
hours  of  professional  research  to 
their  own  portfolios  by  focusing  on 
only  two  unequivocal  ratings,  one 
for  Timeliness  (Performance  in  next 
12  months),  the  other  for  Quality 
(Safety). 

Money  Back  Guarantee:  You 

take  no  risk  in  accepting  this  offer. 
If  you're  not  satisfied  with  Value 
Line  for  any  reason  at  all,  just  re- 
turn the  material  you  have  received 
within  30  days  for  a  full  refund  of 
your  subscription  fee. 

Special  Introductory  Trial 
Oner.  Or  if  you  prefer— and  if  no 
member  of  your  household  has 
subscribed  to  Value  Line  in  the 
past  two  years— you  may  take  an 
introductory  10-week  trial  for  only 
$29.  You  get  the  same  bonuses 
and  the  same  money-back  guar- 
antee. 

This  subscription  is  tax-deduct- 
ible if  utilized  to  aid  in  the  man- 
agement of  your  investments. 

Please  give  us  your  instructions 
on  the  coupon  below  and  mail  it 
today. 


I  The  Value  Line  Investment  Survey 

I  Arnold  Bernhard  &  Co.,  Inc.  •  5  E.  44th  St.  •  N«w  York,  N.Y.  10017 


□  Begin  my  10-week  trial  to  The  Value 
I  Line  Survey  {limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
I  two  bonuses  listed  above.  Check  for  $29 
.  is  enclosed,  {Trial  subscriptions  must  be 
I  accompanied  by  payment.) 
I  SPECIAL  EXTRA  BONUS 
I  A  famous-make  pocket-size 
I  ELECTRONIC  CALCULATOR 
'  (with  full  memory)  given  to  you 
I  when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
I  —and  send  payment  now. 
,  □  1  year  for  $295.  My  payment  is  en- 
I  closed— send  me  the  CALCULATOR  as 

I my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

In  Enter  my  subscription  now.  Bill  me  for 
$295.  (Does  not  include  the  calculator.) 


516F30 


SIGNATURE 


p 

I  ■  ooc 

' cecoo 
CEC  oc 

croBD 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able. Foreign  rates  on  request.  (NY  residents 
add  sales  tax  ) 
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Commodities 


More  Oil/Less  Meal  Means 
Money  (Maybe)  For  Traders 


By  Stanley  W.  Angrist 


aikfts,  like  peopU',  I'onu-  in  a  \aii- 
rt\  ol  sl>apes.  This  should  not  he  too 
surpi  isinu  a  statement,  since  markets  are 
niaile  In  people.  ^Perhaps  that  also  ex- 
plains their  lack  ot  rationalit>  at  times/) 
CurrentK  two  ci>mmodities — so\hean 
meal  and  so\  bean  oil — both  of  which  are 
produced  from  so>beans,  are  displa\ing 
rather  different  characteristics  in  their 
market  prii-es 

In  a  market  \\  here  suppK  is  fairK  w  ell 
in  balance  with  demand,  the  market  will 
rewartl  the  ow  ner  of  a  commodit>  w  ith  a 
premium  on  the  prinlucts  he  holds  for 
hiture  delivery.  This  premium,  called  the 
""carr\  ing  charge"  is  what  th^'  owner  de- 
mands for  storing  the  wmmoditx.  In  the 
futures  market  this  causes  the  more  dis- 
tant nK>nths  to  sell  at  a  premium  to  the 
nearb\  mi>nths.  The  British  call  such  an 
arrax  of  prices  a  t-ontango.  yProbabK 
this  is  the  origin  of  a  mox  ie  title.  iMst 
Contango  in  lu^ndon.)  Currently  the  soy- 
bean meal  market  exhibits  a  contango  in 
its  pricing  structure  as  each  more  distant 
month  carries  a  slightK  higher  price  than 
its  next  nearest  neighbor. 

Diswimts  on  distant  contracts  iKfur 
w  hen  there  is  a  relati\  e  shortage  of  the 
cash  cxnnnnxlit>  and  demand  is  gw<.\. 
The  market  pa>s  close  attention  to  its 
immediate  needs  and  "discounts  the  fii- 
ture,  '  In  the  face  of  a  serious  shortage, 
nearby  supplies  will  rise  much  more 
than  distant  cv)ntracts,  glNing  rise  to 
"negative  carrv  ing  charges.  ^The  British 
call  this  t>  pe  of  pritv  array  "baclcvvarda- 
tion.  .\t  the  present  time  the  soybean 
oil  market  exhibits  a  modest  amount  of 
inversion  or  back\\  ardation. 

Indeed,  in  the  past  four  nwnths  the 
value  of  a  soybean  meal  contract  has 
dropped  about  S1,-I00  relati^  e  to  the  val- 
ue of  a  so>  bean  oil  wntract.  vOne  could 
also  say  that  the  value  of  a  so>  bean  oil 
wntract  has  gainetl  about  Sl,-kX1  relative 
to  the  meal  contract.)  A  brief  look  at  how 

Stanley  "W".  A«|jTsf  is  a  prvfossor  at  Camegte- 
Melton  I'tthifrsity,  and  the  author  of  Sensible 
Spec'ilatin;5  in  Cominodities. 


.  In  the  past  four  months  the  value  of  a 
soybean  meal  contract  has  dropped  about  $1,400 
relative  to  the  value  of  an  oil  contract 


this  situation  came  to  pass  is  instructive. 

Stotler  &  Co..  in  a  recent  report,  has 
listed  four  reasons  for  a  relati\e  scarcit\ 
of  oil  and  abundance  of  meal  during  this 
past  \ear.  The  compan\  also  explains 
w  hy  it  believes  the  situation  w  ill  reverse 
in  coming  months: 

1.  The  niiu-keting  strategN  of  Brazil. 
In  1977  Brazil  missed  a  good  part  of  the 
hull  market  in  beans  and  products  b\ 
withholding  its  supplies  from  the  mar- 
ket. In  I97S  Brazil  reversed  this  strate- 
gy by  vigorous!)  marketing  its  meal 
against  higher-priced  U.S.  meal;  this,  of 
ctiurse,  meant  more  competition  for 
U.S.  old  crop  meal  supplies.  (Neither 
the  1977  nor  I97S  strategy  had  much 
efftM?t  on  soybean  oil  prices  since  Brazil 
has  a  tendencN  to  use  most  of  its  bean 
oil  at  home.^ 

2.  Seasonal  variations  in  oil  seed  pro- 
duction. In  the  months  ahead  there  wiU 
be  a  major  increase  in  the  ax  ailability  of 
the  oil-bearing  crops  that  >ield  a  rela- 
tivelx  high  percentage  of  oil. 

3.  Increased  production  of  other  oil- 
bciuing  crops  vis-<i-vis  I97S  production. 
\\  ith  the  single  exception  of  copra  (^coco- 
nut  meat^  there  will  be  a  substantial 
increase  in  the  world  production  of  all 
the  other  major  high  oil->ielding  crops, 
that  is,  peanut,  sunflower,  rapeseed  and 
palm  production.  It  is  expected  that 
these  crops  w  ill  show  increases  of  from 
5%  to  201. 

4.  Strvmg  vegetable  oil  import  demand 
firom  China  and  India.  This  source  of 
demand  for  oil  will  probabK  not  change 
ver>  much,  though  China  wiU  likely  in- 
crease and  India  decrease  its  oil  imports. 

Meal  demand  will  also  be  influenced 
by  a  number  of  factors  in  coming 
months,  inchiding: 

1.  High  and  increasing  demand  for 
high-protein  feed  firom  cattle  and  hog 
producers. 

2.  Expanded  so>bean  andor  meal  ex- 
ports to  Eastern  European  cvuntries  and 
the  U.S  S.R.,  who  wish  to  make  avail- 
able more  red  meat  to  their  citizens. 

3.  High  and  expanding  exports  to  the 


European  Economic  Community  due 
the  extremely  fevorable  price  relatr 
ship  for  U.S.  meal  relative  to  the  prici 
taxed  U.S.  feed  grains,  such  as  c«m 
Europe. 

4.  High  and  expanding  exports  of  m 
to  Japan,  since  our  meal  appears  to  1) 
bargain  to  the  Japanese  with  their  ne\ 
rex  alued  \  en. 

The  abo\  e  four  fectors  should  lead 
an  expanding  demand  for  meal  in  ■ 
November  through  Max  period  as  c< 
pared  xxith  last  year.  It  noxv  appears  th 
Brazil  xxill  be  effectix  elx  out  of  the  mt 
export  market.  If  the  Brazihan  crop  a 
pears  to  be  de\  eloping  normaUy.  ust 
xxould  probablx  not  rush  to  add  to  thf 
inx  entories  of  high-protein  feed  mate 
als.  On  the  other  hand,  if  the  crop  shoi; 
appear  to  be  threatened  for  an>  reasi 
this  xx  ould  add  further  fuel  to  cause  : 
meal  x  ersus  oil  spread  to  move  in  fevor 
the  meal. 

This  combination  of  fiictors  leads  me 
recommend  a  long  December  meal  shor^ 
December  oil  spread.  The  spread  si 
be  put  on  xxith  the  meal  contract 
ing  no  more  than  a  S2.700  premium 
the  oil  contract.   This  difference  is 
apparent  bx  inspection  since  the 
contract  is  for  100  tons  and  prices 
quoted  in  dollars  per  ton,  while  the  : 
bean  oil  contract  is  for  60.000 
and  prices  are  quoted  in  cents 
pound.'  For  example,  on  a  recent 
December  meal  xvas  quoted  at  S174.3 
per  ton  xvhile  oil  x\ns  quoted  at  25.1 
cents  per  pound.  Thus  the  value  of  I 
diference  would  be  calculated  as 
loxx-s;  I S 174. 20  x  100  tons)  -  ($.2,518 
60,000  lbs. )  =  S2,312  in  fcivor  of  meal. 

The  margin  on  such  a  spread  x« 
probabK  be  the  margin  required  on 
meal  contract  only — about  $1,200. 
missions  would  have  to  be  paid  on 
the  meal  side  and  oil  side  ol  the  trade,  i 
about  SIOO.  I  beheve  that  this  spr 
wuld  easily  go  out  to  a  S3. 500  pret 
in  £ivor  of  meal.  1  would  not  risk 
than  $400  on  the  spread  from  m>  ent 
position.  ■ 
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Suggestion  for  corporate  giving:  your  com- 
pany name  or  symbol  on  Forbes  diary  in  gold. 


Z2 


Suturcltiv  25 


J  I  1  V 


-  I  t>  1  !  M  B  t  R 


The  rich  brown 
)f  the  cushioned 
binding,  the  gold- 
'dged  pages,  the 
ine  paper,  the 
landsonie  hixout  of 
"orl)es  diary 
nake  it  a  fitting 
earlong  reniind- 
'I-  ol  corporate  ap- 
)reciation  and 

^oodwiH.  To  carry  \()iir  message  with  greater 
'ffect,  additional  custom  features  are  available, 
"or  orders  of  ten  copies  or  more,  Forbes  will 
irrange  to  have  vour  corporate  identification 
name,  logo  or  symbol)  or,  for  orders  of  six  copies  or 
nove.  the  initials  of  the  lecipient  stamped  in 
told  on  the  cover  at  modest  additional  cost. 
I  Orders  should  specify  (juantitv  and  identifica- 
Son  re(juired.  For  a  corporate  logo  or  symbol, 
lease  enclose  type  or  artwork  suitable  for  prep- 
j'ation  ol  a  die.  Initialling  reciuires  only  a  list  ol  the 
litials  (up  to  thr(>e  jier  diary)  dcsii-cd.  Send 
rders  to:  l*\)rbes  Diarv  ,  att:  Mr.  'led  York,  (iO  ViWh 
ivemic,  Xcvv  York,  N.Y.  lOOll.  Or  order  b\ 
.illinu  him  at  212-675-7500. 


FORBES  DIARY  FEATURES 


■  2  full  pages  per  week 
'hourly  schedule  plus  note 

space  for  each  day 
■personal  data  record 
'  record  of  securities  bought 

and  sold 
■chart  of  security  and 

financial  trends 
■U.S.  and  international  air 

distances 

■  metric  conversion  tables 

■  toll  free  800  telephone 
directory 

■staff  vacation  chart 


1-5  diaries 
6-20  diaries 
21  or  more 


■  record  of  charitable 
contributions 

■statistics  on  top  U.S. 
corporations 

■  time  chart  world  cities 
■currency  converter 

■  mini'diary  for  first  3  months 
of  following  year 

■  ribbon  marker 

■brown  kivar  padded  binding 

imprinted  in  gold 
■size— 8"  X  10 
■comes  in  custom  gift  box 


$1 5  each 
$12  each 
$10  each 


Corporate  Identfication 
(1 0  copies  or  more) 
Preparation  of  die  $50  flat  charge 

plus  imprinting  0-49  diaries  $1 .50  each 

50  or  more  50(  each 


Recipient's  Initials 
(6  copies  or  more) 
$1.50  per  diary  (up  to  three  initials) 

Orders  subject  to  8%  sales  tax  in  New  York  City,  elsewhere  in  New  York 
State  as  prescribed  by  law. 


Money  And  Investments 


An  owneiis  nnanual 
for  the  most  important 
moctiinevouown. 


\bur  Heart. 


It  s  the  American  Heart  Association 
Survival  Kit.  And  it  tells  you  v^/hat  to  do  if 
you.  or  someone  near  you,  has  a  heart 
attack 

It  tells  you  how  to  recognize  heart 
attack  signals  It  tells  why  you  should 
act  immediately  to  get  help  It  tells  what 
to  do  If  a  heart  attack  victim  refuses  to 
believe  what  is  happening. 

The  American  Heart  Association 
Survival  Kit  IS  available  at  your  local 
Heart  Association  And  it's  free.  What  It 
will  tell  you  could  someday  save  your 
lite 


I  think  this  coupon  could  one  day  save  my  life 
Please  send  me  your  Survival  Kit,  free 


My  name  is  . 


{Please  print  carefully) 


City 


(Send  coupon  to  your  local  Heart  Association) 

The  American  Heart  Association  t. 
WE'RE  FIGHTING  FOR  YOUR  LIFE 


OIAMOIMD 
IIMTERNATIOIMAL 
CQRPORATIQIM 


97th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  Sept.  28, 1978,  declared  a 
quarterly  dividend  of  55?  per  share  on  the  Com- 
mon Stock,  payable  Nov.  1,  1978,  to  share- 
owners  of  record  Oct.  10,  1978. 

GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


Youth  Isnt 
Everything 

By  David  S.  Leibowitz 


ne  misconception  in  discussing  de- 
veloping growth  stocks  is  that  the  under- 
lying corporation  need  be  a  young  com- 
pany. A  large  number  of  these  compa- 
nies, whose  sales  have  yet  to  exceed 
$100  million,  can  actually  trace  their  lin- 
eage back  over  100  years.  Qualities  fre- 
quently shared  in  common  are  market 
leadership  and  e.xpanding  or  above-aver- 
age growth  rates,  profit  margins  and  re- 
turn on  equity.  In  addition,  these  com- 
panies often  produce  premium-quality 
merchandise  for  which  they  charge  a 
competitive  price,  and  some  still  manu- 
facture their  early  products.  Beyond 
this,  it  is  interesting  to  note  that  more 
than  a  few  of  these  companies  offered 
their  shares  to  the  public  for  the  first 
time  within  the  past  15  years. 

No  single  formula  e.\plains  the  success 
these  companies  have  achieved.  Each 
has  followed  its  own  path,  being  in  var- 
ious industries  and  facing  different  com- 
petitive environments.  Their  ability  to 
change  direction  when  called  for,  create 
or  adapt  new  technology  and  to  accli- 
mate to  ever-shifting  economic,  social 
and  political  conditions  may  be  part  of 
the  answer.  These  companies  have  sur- 
vived and  prospered  through  all  these 
years,  and  current  prospects  hold  the 
promise  of  a  positive  future.  In  short, 
they  all  have  that  mysterious  ingredient: 
good  management. 

The  first  issue  of  the  Lowell  (Mass.) 
Courier  newspaper  was  published  in 
1824,  and  in  1878  Courier  Corp.  printed 
the  first  Boston  telephone  directory. 
Long  out  of  the  ne\%^paper  business,  the 
company  is  belie\  ed  to  be  the  second- 
largest  independent  printer  of  telephone 
directories,  producing  over  400  different 
volumes.  Today  Courier  Corp.  (14)  is  a 
SlOO-million  company  and  is  the  leading 
printer  and  distributor  of  policy  and  en- 
dorsement forms  for  Uability  and  proper- 
ty insurance  companies.  It  is  the  largest 

David  S.  Lexhowitz  is  a  vice  president,  invest- 
ment research  department,  at  Thomson 
^^cKinnon  Securities. 


producer  of  educational  workbooks 
the  East,  one  of  the  top  three  print 
and  binders  of  lightweight  paper  bcx 
and  among  the  top  five  printers  of  sinji 
color  trade  books  for  the  publishing 
dustry .  Record  sales  have  been  attair 
for  nine  consecutive  years,  while  ea 
ings  declined  twice.  The  dividend, 
annually  since  the  1930s,  has  been 
creased  for  ten  consecutive  years  and 
book  value  approximates  S19  a  sha 
Fiscal    1978   (September)  earnings 
S2. 10  a  share  are  estimated,  up  fr 
SI. 73  last  year,  and  earnings  approa 
ing  S2.50  a  share  are  forecast  for  1979 
liberalization  of  the  current  48-cent! 
share  dividend  is  possible. 

Peekskill  Chemical  Co.  was  founc 
by  Joseph  Binney  in  1864  and  manul 
tured  inks,  dyes  and  shipping  room  s 
plies,  including  marking  crayons. 
1888  his  son  Edwin  and  a  nephew, 
Harold  Smith,  took  over  the  busine 
changing  its  name  to  Binney  i-  Srri 
(23).  The  early  1900s  saw  the  introd 
tion  of  school  supplies  and  in  1' 
Crayola  Crayons  were  introduced.  F 
acquisitions — Permanent  Pigments.  E 
ta  Brush,  Educards  and  Silly  Putt 
have  helped.  When  the  company  w 
public  in  1961,  sales  were  S15  milli 
last  year  they  were  S67  million.  Wl 
cray  on  and  chalk  sales  still  exceed  .50*^ 
revenues,  creative  arts  products  ; 
crafts  kits,  flash  cards  and  Silly  Pi 
have  more  than  doubled  sales  in  the  f 
three  years.  In  September  of  this  yea 
hne  of  Crayola  Markers  were  introdu 
nationally,  and  penetration  of  the  soft 
market  presents  a  strong  challen 
Earnings  of  S2.3.5  a  share  are  possible 
1978,  vs.  last  vear's  S2.13,  and  the 
cents-a-share  dividend  could  be 
creased  for  the  fourth  consecutive  y 
in  1979. 

What  do  you  do  for  an  encore  when 
1969,  you  already  dominate  the  wc 
market  for  your  products,  and  your  s; 
are  under  S20  million?  If  you're  the  7 
nant  Co.  (32),  the  world's  leading 
signer  and  manufacturer  of  indusi 
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)r-maintenance  equipment,  you  con- 
je  to  do  the  same  thing,  only  better, 
anded  as  a  woodworking  business  in 
0,  the  company  entered  the  industri- 
loor-maintenance  business  in  the  ear- 
930s,  when  it  produced  its  first  Hne  of 
fing  equipment.  Its  first  power  scari- 
was  introduced  in  1939,  and  the  first 
ustrial  power  floor-sweeper  was  de- 
aped  in  1947.  Today,  $69-million- 
!s  Tennant  sells  gas,  diesel  or  battery- 
vered  vacuum  sweepers,  scrubbers 
I  scarifiers.  Floor  coatings,  allied  ac- 
sories  and  replacement  parts  and  sup- 
's contribute  some  43%  of  volume, 
ring  the  past  decade,  revenues  have 
anded  at  an  annual  compound  growth 
;  of  17%,  while  earnings  per  share 
e  increased  at  an  uninterrupted  18% 
'.  Aftertax  profit  margins  have  aver- 

.  .  A  large  number  of 
roxAAth)  companies  can 
ice  their  lineage 
ck  over  100  years  .  .  ." 


d  better  than  9%  during  this  period, 
the  dividend  has  been  increased 
?  times  in  the  past  seven  years.  Be- 
d  this,  the  company  has  been  free  of 
;-term  debt  for  two  years,  and  return 
iverage  shareholders'  equity  tends  to 
ied  20%.  With  incoming  order  rates 
tinning  strong,  1978  earnings  per 
re  are  estimated  at  $2.75,  vs.  $2.35 
year. 

ince  its  founding  17  years  ago,  Hick- 
Farms  of  Ohio  (14)  has  managed  to 
ease  sales  and  earnings  continuously, 
the  dividend  has  been  raised  annual- 
ince  it  was  instituted  in  1971,  with 
exception.  This  chain  of  400  special- 
bod  stores,  376  of  which  are  fran- 
ed,  sells  a  broad  line  of  domestic  and 
orted  cheeses,  cold  cuts  and  beef 
cs.  Summer  sausage  is  the  largest 
vidual  selling  product  chainwide, 
I  annual  sales  in  excess  of  11  million 
nds.  A  net  addition  of  35  stores  is 
fccted  in  1978,  while  this  year's  eight 
fen  product  line  additions  could  ex- 
pl  revenues  4%.  Gift  packages  repre- 
30%  of  sales,  and  historically  the 
th  quarter  produces  more  than  half 
nnual  revenues  and  almost  three- 
:hs  of  earnings.  Thus,  holiday  sales 
rucial  and  tend  to  reverse  the  recent 
d  of  lower  nine-month  earnings,  the 
It  of  the  company's  opening  its  own 
!  as  well  as  reac()uiring  franchised 
s.  It  appears  that  1978  earnings  may 
1  $1.35  a  share,  up  ft-om  the  prior 
s  $1.24.  ■ 


r  r  o  n,,x  s!:,  ixpt  JB  103078  "1 
^.'  nrvimshiru  Si  ,  BosKm,  Mass.  02103 

For  more  complete  infor- 
mation, including  management 
fees  and  expenses,  please  write 
or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or 
send  money. 

Name  .  


HIGH  INCOME  PLUS  COMPOUNDING  FOR  POTENTIALLY 
LOFTIER  RETURNS. 

Fidelity  Aggressive  Income  Fund  is 
designed  to  build  bigger  nest  eggs.  We  seek 
high  income  from  a  portfolio  of  lower  rated 
(Baa  or  lower)  and  unrated  corporate  bonds. 

Lest  you  think  this  goal  too  high,  con- 
sider our  full-time  management.  They  search 
out  "underrated"  issues  with  features  others 
may  have  missed.  For  instance,  management 
strength,  earnings  potential  or  asset  protection. 

We  seek  to  i^rther  reduce  risk  through 
our  broad  diversification.  Best  of  all,  greater 
income  can  be  achieved  through  our  Free 
compounding  option. 

There  is  no  sales  charge.  There  is  more 
to  consider.  For  a  bird's-eye  view,  return  the 
coupon  or  call  today. 

CALL  FREE  (800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 

FIDELITY  GROUP 

Over  $3.5  billion  of  assets  under  management. 


Address. 


City . 


Retirement  Plan  Information: 

Kco^h        IRA  ^  40.^Rri 


TAX  FREE  BONDS. 

Ask  the  man  who  owns  them. 


"I  wanted  to  invest  so  that  I  could  keep  the  money  my 
investments  earned.  In  my  tax  situation,  that's  not  easy 
Someone  told  me  about  tax  free  municipal  bonds. 
That's  when  i  called  a  Multi-Vest  specialist. 

"My  man  at  Multi-Vest  has  helped  me  develop  a  portfolio 
that  gives  me  tax  free  income  —  that  makes  my  investments 
do  the  most  for  me.  I've  learned  the  importance  of  diversity 
in  investing.  Why  there  are  times  to  buy  discount  bonds 
and  times  when  it  makes  sense  to  pay  a  premium. 
The  specialist  I  deal  with  at  Multi- 
Vest  is  always  looking  for  the 
right  investment  situation  for 
my  needs.  I  know  I'm  getting 
the  full  service  and  expertise 
of  people  whose  only  business 
Is  tax  free  bonds.  And  that's 
a  good  feeling." 

When  you  want  to  know 
about  tax  free  income,  talk  to 
a  Multi-Vest  specialist.  They're 
the  ones  who  know. 


Mu\\i-\/^  Sccurihes,  Inc.  212  425  0366 

/Municipal  Bond  Specialists  Outside  N.Y.  State  call 

63  Wall  Street  NewYork  NY  10005  800-221-5136 


□  I'd  like  to  have  your  brochure  "Tax  Free  Bonds  for  the  Individual  Investor." 

□  I  am  interested  in  current  tax  free  offerings. 

Name  ■  ■  


Address 
State  _ 


.  Zip 
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Forbes 

CLASSIFIED 

appears  in 

the  first 

issue 
of  every 

month. 

Look  for  it 

in  the 
upcoming 

issue. 

For  rates 
and  other 
information 
on  FORBES 
CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


Dear  Owner: 
You  Have 
Worked  Hard 
And  Well 

By  Thomas  P.  Murphy 


ou  might  not  want  Victor  Nieder- 
hoffer  as  a  roommate.  The  fellow  is 
messy.  His  Park  Avenue  office  in  New 
York  is  a  jumble  of  papers  and  a  dust\ 
collection  of  cast-iron  coin  banks.  Nie- 
derhoffer  might  just  show  up  for  a  meet- 
ing wearing  a  blue  suit  and  white  sneak- 
ers. But  if  you  want  to  sell  a  small  com- 
pany, Victor  N'iederhoffer  may  be  the 
man  for  you. 

His  NCZ  (Xiederhofi^er,  Cross  & 
Zeckhauser,  Inc.)  has  done  for  "finding' 
what  Sears  did  for  retailing.  It  is  a  big 
country^  out  there  and  the  traditional  old- 
boy  network  of  finders  and  company 
buyers  does  not  always  work  very  well. 

As  NCZ  sees  it.  there  are  about  2 
million  corporations  that  are  privately 
owned  (NCZ  shuns  public  situations)  and 
perhaps  200,000  of  them  are  large 
enough  to  have  some  interest  to  NCZ, 
and  10.000  of  them  are  of  real  interest. 
On  the  buv  ing  side,  there  may  be  sever- 
al thousand  companies  that  are  potential- 
1\  interested.  The  trick  is  matching  seller 
and  bu\  er. 

Sears  answer  to  the  problem  was  the 
U.S.  mails.  So  is  NCZ': 
'Dear  Owner: 

You  have  worked  hard  and  well  to 
make  your  compan%'  a  success.  ..." 

Variations  on  that  theme  go  out  to 
200.000  companies  every  year  from 
NCZ'  computer  in  New  York,  and  the 
mailings,  plus  NCZ  advertising,  gamer 
4,000  responses  a  \ear  from  company 
owners  who  are  flirting  with  the  idea  of 
selling  out. 

NCZ  answers  their  inquiries  with  a 
brochure  that  is  nicely  tuned  to  the  moti- 
vations that  Victor  Niederhoffer  believes 
prompt  company  owners  to  sell.  While 
the  brochure  sings  a  few  bars  of  the 
estate  tax  dirge,  the  hot  buttons  are 
money  and  leisure.  The  topical  small 
corporation  owner,  like  the  farmer,  is  a 
man  with  a  high  net  worth  who  has  never 
had  real  cash  to  spend — or  the  leisure  to 

Thomas  P.  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist.  Stamford.  Conn. 


enjo>'  it — in  his  whole  life.  Everyth 
has  been  plowed  back  into  the  busint 
The  NCZ  "Dear  Owner  letter  touc 
that  chord;  "Now  it  s  time  to  consi 
how  you  can  help  yourself  through  m< 
er  or  acquisition.  .  .  .  " 

The  brochure's  other  purpose  is  to 
some  winnowing.  Without  being 
blunt  about  it,  NCZ  makes  it  clear  thii 
is  looking  for  the  medium-size  fish, 
the  minnows:  "  Did  your  company  ear 
minimum  of  SIOO.OOO  (net  after  ta- 
this  \ear?  Has  your  company's  volu 
and  profit  increased  a  minimum  of  1 
in  each  of  the  past  three  years?  " 

Back  to  the  odds.  Out  of  those  4. 
responses  from  sellers,  or  the  met 
curious,  NCZ  figures  it  has  about 
companies  worth  a  follow-up  by  pers< 
visits  from  one  of  NCZ'  ten  or  so  brok< 
If  the  compans  looks  salable,  and 
owner  is  talking  as  if  he  really  want 
sell  at  a  price  NCZ  thinks  it  can  i 
NCZ  takes  the  company  on  its  list' 
offierings.  At  any  one  time  they  ma\  h 
60  companies  on  the  market. 

NCZ  gets  an  exclusive  contract  to 
the  company,  does  a  thorough  write 
on  it  and  it  is  back  to  the  U.S.  mc 
NCZ  has  a  data  bank  containing  12. 
names  of  larger  corporations  and  it  i' 
arranged  b\  SIC  code  (standard  indu5 
al  classification).  Who,  for  instai 
might  be  interested  in  an  alumir 
storm  door  manufacturer?  Tr\  ( 
3,3.54,  aluminum  extruded  products, 
downstream  integration;  and  how  ab 
building  products?  Out  go  more  lettt 
•  On  average — for  Victor  Niederhi 
is  always  figuring  the  odds — the  mail 
will  flush  about  20  prospective  bu>er 
whom  five  will  actually  visit  the  comp 
and  talk  to  its  owner.  Some,  of  cou 
come  back  from  three  to  ten  times  if  t 
are  really  interested. 

Will  the  company  then  get  soldi*  ' 
odds  are.  according  to  Victor  Nit< 
hoffer,  that  it  won  t.  E\en  at  this  si 
only  one  out  of  five,  209c,  end  up 
transaction.  And  Niederhoffer  figi 
that  he  mav  have  one  of  the  better 
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NEW  HORIZONS 


NEW  HORIZONS 


NEW  HORIZONS 


ing  averages  in  the  industry  for  smaller 
ompanies. 

"Ninety-nine  percent  of  our  effort  is 
rasted,  "  Niederhoffer  admits.  "It  is  the 
ither  1%  we  get  paid  for.  How  well? 
Jot  badly  at  all  if  the  business  gets  sold 
nd  NCZ  can  collect  its  finder  s  fee.  NCZ 
las  upped  the  traditional  "Lehman  for- 
nula  fee  of  5%  on  the  first  million,  4% 
n  the  second,  to  5%  of  the  first  two 
lillion,  4%  of  the  next  three.  A  $5  mil- 
ion  deal  would  thus  give  NCZ  $220,000 
1  commission. 

Collecting  that  money  is  not  always 
asy.  Niederhoffer  is  no  longer  surprised 
/hen  the  seller's  attorney  sidles  up  to 
lini  during  a  closing  to  whisper  that 
eller  and  buyer  are  only  $200,000  apart 
nd  if  NCZ  would  just  be  reason- 
ble.  .  .  .  Another  time-honored  gambit 


'. .  .  Niederhoffer,  too,  has 
vorked  hard  and  well . . ." 


jr  bilking  the  broker,  again  favored  by 
eller  attorneys,  is  the  old  zinger;  "Are 
ou  aware  that  here  in  East  Overshoe  we 
ave  a  licensing  requirement  for  busi- 
ess  brokers  and  I  find  no  evidence  that 
our  firm  is  registered  under  the  local 
tatute.  ..." 

Niederhoffer  is  feisty  about  fees.  He 
all   usually  reply  with:   "Our  buyer 
light  not  be  interested  in  acquiring 
our  company  if  he  realized  manage- 
lent  was  so  unethical  as  to.  ..."  That 
liling,   and   the  deal  closes  anyway, 
iiederhoffer  litigates  and  finds  most  of 
iie  cases  are  settled  on  the  courthouse 
teps  for  about  80%  of  the  fiill  fee.  He 
i    philosophical    about    these  things: 
Most  businesses   deal   ethically  with 
ustomers  and  vendors  because  they 
ave  continuing  relationships  to  main- 
lin.  A  relationship  with  a  finder  is  a 
nce-in-a-lifetime  thing. 
At  age  34,  what  about  Victor  Nieder- 
jffer?  He,  too,  has  "worked  hard  and 
ell  to  make  his  company  a  success, 
iederhoffer,    the   ex-North  American 
[uash  champion,  the  Mr.  Aggressive  of 
le  finding  business,  the  superworkohol- 
,  is  not  so  intense  anymore.  He  has 
a  long  way  since  1970,  when  he 
IS  teaching  finance  at  Berkeley.  Now 
dor   Niederhoffer  goes   home  some 
^lits  to  be  with  his  wife  of  ten  years  and 
I)  youngsters,  ages  one  and  three, 
iiom  he  dotes  on.  "I  am  not  so  interest- 
I  in  always  winning  at  scjuash  any- 
Dic,    but  business,  that  is  different, 
d  Victor  Niederhoffer  is  still  in  there 


Think  Small! 


We  have  for  over  18  years— by 
investing  in  small  companies  with  big 
growth  potential. 

We  look  for  the  best-managed 
small  companies  in  what  should  be  the 
most  promising  areas  to  do  business. 
After  extensive  research  and  in-depth 
personal  interviews,  we  invest  in  a  few 
companies  we  think  have  the  best 
opportunity  of  becoming  large  and 
prosperous  in  the  future. 


Small  companies  can  mean  big 
risks.  But.  ihey  can  also  ot^'er  big 
rewards. 

If  you  can  afiord  to  think  small, 
we  would  like  to  show  you  a  report 
listing  our  favorite  companies  and  our 
record  of  accomplishment. 

A  No-Load  Fund— you  never  pay 
a  sales  commission. 

Call  toll-free  1-800-638-1527.  If 
busy,  or  in  Maryland,  call  301-547-2136 
collect,  or  send  the  coupon  below. 


I 
I 


ROWE  PRICE  A-6 
NEW  HORIZONS  FUND 
100  East  Pratt  Street 
Baltimore.  Maryland  21202 

For  more  complete  information,  includ- 
ing management  fee  and  other  charges 
and  expenses,  obtain  a  prospectus 
Read  it  carefully  before  you  invest  or 
send  money 


I 
I 


Handsome  slip  cases 
that  hold  a  full  year 
of  Forbes 


You  can  stop  Forbes  getting 
limp,  dog-eared  or  lost  by  keep- 
ing your  copies  in  this  sturdy  slip 
case— big  enough  to  hold  a  year 
of  Forbes  magazines. 

Crafted  by  hand,  the  case  is 
bound  in  black  grained  simu- 
lated leather  with  a  contrasting 
red  spine.  The  Forbes  title  is 
boldly  embossed  in  gold.  Enough 
gold  transfer  foil  is  included  for 
adding  the  volume  and  year  you 
wish. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Please  send  me 
My  check  for 


.Forbes  Slip  Cases. 

 is  enclosed. 

Prices:  $4.95  each,  3  for  $14,  6  for 
$24.  (Postage  and  handling  included.) 

Orders  outside  U.S.,  add  $1  per  case 
for  postage  and  handling. 

Name  

(please  print) 

Address  

City  State  

Please  allow  4  to  5  weeks  for  delivery. 


-Zip. 


STOCKS  •  BONDS  •   BULLION  •  TAX  SHELTERS 


KRUGERRANDS  GOLD 


T.E.SLANKER  COMPANY 

Domestic  ami  Foreign  Si'c  iiiilies 
610  SW  ALDER  STREET  •  PORTLAND.  OREGON  97205 

Toll  Free  1-800-547-0146 


GRAHAM-REA  INVESTMENT  ANALYSIS 

Based  on  Benjamin  Graham's  investment  crite- 
ria, indicating  "buys",  "tiolds"  and  factors 
needed  for  verification.  Issued  monthly  for 
$100.00  per  year  by: 

Dr.  James  B.  Rea, 
10966  Chalon  Rd.,  Los  Angeles,  CA  90024, 
(213)  472-0127 
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Money  And  Investments 


Market  Trends 


A  Recession  Next  Year 
Would  Be  Bullish 

By  Richard  B.  Hoey 

"...  A  recession  would  strengthen  the  U.S. 
dollar  and  set  off  a  strong  inflow  of 
foreign  money  into  our  stock  market .  . 


w 

W  W  hen  politicians  run  for  President, 
markets  move.  For  the  past  36  years,  the 
Dow  Jones  industrial  average  has  al\\  a\  s 
risen  in  the  two-year  period  preceding 
the  presidential  election.  That  s  nine 
times  in  a  row  and  it's  no  accident. 

Politicians  tr\-  to  boost  the  econom\  in 
presidential  election  years.  The  Federal 
Reserve  usuall\  c-ooperates  by  making 
monetary  policy  easier,  and  fast  money 
supply  grov^th  usually  brings  with  it  a 
strong  stock  market. 

An  easy  money  polic>  in  the  presiden- 
tial election  \  ear  pushes  up  emplo\Tnent 
before  the  election,  but  inflation  uill  rise 
onK  after  the  election  is  over.  It  s  the 
\nn-now,  pay- later  reelection  plan. 

To  control  the  inflation,  we  get  the 
credit  crunch  after  the  election  is  over. 
Every  credit  crunch  in  the  last  15  years 
has  occurred  in  the  first  half  of  a  presi- 
dential term:  1966,  1969-70.  1974.  The 
emerging  credit  crunch  of  1978-79  is  oc- 
curring later  in  the  presidential  term 
than  in  past  cycles.  This  ma\  create  real 
problems  for  President  Carter. 

We  are  now  in  the  eye  of  the  inflation- 
ar\'  hurricane  for  this  business  cycle. 
Consumer  price  inflation  has  slowed  re- 
cently, but  this  eerie  calm  will  last  only  a 
few  more  months.  B>  the  spring  and 
summer  of  1979,  the  full  force  of  the 
inflationan  storm  should  be  raging 
again.  To  control  that  inflationar\'  surge, 
the  U.S.  economy  needs  to  go  into  reces- 
sion in  1979. 

The  Carter  Administration  ma>  have 
missed  the  boat  on  timing  the  economy 
for  the  1980  election.  Monetary  and  fis- 
cal polic)'  didn  t  follow  the  usual  post- 
election restrictive  pattern  in  1977.  As  a 
candidate,  Mr.  Carter  won  the  election 
by  promising  a  more  e.vpansionan-  poUcy 
than  the  Ford  Administration  was  pursu- 
ing. Fiscal  and  monetar\'  polic>'  became 
more  stimulative  in  1977.  The  resulting 
inflation  is  likely  to  hit  us  during  the 


Richard  B.  Hoey  is  a  vice  president  and  in- 
cestment  strategist  at  Bache  Halsey  Stuart 
Shields. 


sec-ond  half  of  the  presidential  term. 

The  inflationary  surge  of  1979  uill  be 
occurring  uncomfortably  close  to  the 
ne.xt  presidential  election  year.  Presi- 
dent Carter  faces  a  potential  challenger 
for  the  nomination  from  the  left  uing  of 
his  owTi  part>.  This  means  that  a  late 
1979  rec-ession  may  be  risla  for  his  politi- 
cal career.  But  if  the  President  and  the 
Federal  Reserve  Board  attempt  to  post- 
pone any  recession  until  after  1980,  the 
result  will  be  even  worse  inflationar\- 
pressure. 

If  we  have  a  recession  in  1979,  the 
stock  market  should  rise  in  the  two-\ear 
period  before  the  presidential  election 
for  the  tenth  time  in  a  row.  A  1979 
recession  would  make  it  possible  for  the 
Federal  Reserve  to  switch  back  to  easier 
monetan.  policv  after  the  credit  crunch 
of  1978-79.  But  if  a  recession  does  not 
occur  between  now  and  1980.  stock 
prices  will  probabK  be  below  current 
levels  in  1980. 

There  are  several  reasons  wh\  stock 
prices  are  likely  to  be  higher  in  1980  if 
we  have  a  recession  in  1979  than  if  we 
have  no  recession.  First,  once  we  are 
actually  in  a  recession,  short-term  and 
long-term  interest  rates  will  drop  from 
their  peaks  in  the  1978-79  credit  crunch. 
Declining  real  GNP  would  reduce  credit 
demand,  and  the  Fed  would  be  free  to 
ease  monetan,  poUcy  once  the  economy 
begins  to  decline. 

In  addition,  a  recession  would 
strengthen  the  U.S.  doUar  and  set  off  a 
strong  inflow  of  foreign  monev'  into  our 
stock  market.  There  s  a  massive  amount 
of  foreign  buving  that  could  come  into 
U.S.  stocks  if  we  had  a  rising  dollar.  A 
recession  w  ould  cause  a  rise  in  the  dollar 
for  two  reasons.  First,  declining  econom- 
ic growth  w  ould  depress  our  imports  and 
improve  our  balance  of  trade.  Second, 
foreign  fears  of  faster  U.S.  inflation  wiU 
begin  to  ebb  once  our  gross  national 
product  begins  to  decline. 

The  safest  time  for  the  Fed  to  fight 
inflation  is  right  after  the  presidential 
election.  Over  the  last  quarter  centurv  . 


the  money  suppK  has  generally  slowed 
down  in  the  year  after  the  presiden  vJ 
election.  The  exceptions  were  in  i  P^. 
and  1977,  when  the  victors  in  the  el- 
tion  won  by  promising  a  more  expansion 
arv  economic  policv.  In  1961.  however 
President  Kennedy  inherited  a  noninfla 
tionarv  economy  from  President  Eisen 
hower.  In  1977  President  Carter  inherit- 
ed an  inflation-prone  ec-onomy.  Thus  tht 
consequences   of  expansionarv  policv 
have  been  more  inflationarv  in  this  cv 
cle.  By  now,  it  has  become  clear  that  tht 
Federal  Reserve  Board  made  a  hugf 
mistake  bv  permitting  exc-essive  growth 
of  bank  reserve  credit  and  money  suppK 
over  the  last  18  months. 

Monetarv  policy  is  not  the  only  eco 
nomic  force  that  is  mobilized  for  elector 
a]  purposes.  You  don  t  have  to  be  a  fenc> 
economist  to  notice  that  tax  cuts  tend  ti 
be  passed  just  before  elections  and  ta^ 
increases  go  into  effect  after  elections 
You  11  see  what  I  mean  when  vou  ge 
your  first  pavcheck  in  1979.  Congres- 
carefullv  planned  the  increases  in  Socia 
Securitv-  taxes  so  that  the  biggest  in 
creases  occur  immediatelv  after  elec 
tions.  That  wav'  you  11  have  a  long  time  t( 
forget  what  thev  've  done  to  vou. 

The  stock  market  has  shown  more  in 
temal  strength  in  recent  months  thar 
would  be  expected  on  the  basis  of  eco 
nomic  fundamentals.  You  can't  fight  tht 
tape  if  you  want  to  speculate.  But  long 
term  investors  should  adopt  a  conserva 
tive  posture  untfl  it  is  clear  that  tht 
recession  is  about  to  begin.  We  d  fevo; 
regional  banks  like  Western  Bancorp 
(30)  with  1978  earnings  estimated  a 
S4.40  and  1979  earnings  at  S5.10,  Texa-' 
Commerce  Bank  ^40\  whose  earning; 
might  be  S4.60  this  year  and  $.5.25  ne\ 
and  Security  Pacific  (39),  which  ma) 
earn  S6. 10  in  1978  and  S7  in  1979.  We 
also  think  there  s  money  to  be  made  ir 
cement  stocks  like  Lone  Star  (27).  vvhicl 
has  estimated  earnings  of  S3. 50  for  197^ 
and  S4  for  1979  and  Amcord  (19).  earn 
ings  estimated  at  S3  for  1978  and  S3.6( 
for  1979.  ■ 
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TEVIE  talks  to  the  many  worlds 

marketing. 

It's  not  just  one  big  simple  world  out  there,  but  many; 
and  you  can't  hope  to  advertise  effectively  to  all  of  them 
with  big  simple  broadside  advertising. 

What  you  need  is  precision  and  flexibility. 
And  the  best  place  for  that  is  TIME. 
There  are  160  international  editions  of  TIME.  Big 
broad-brush  editions  that  go  to  Europe,  Latin  America, 
Canada,  the  Pacific.  Other  editions  that  can  carry  your 
advertising  to  regions,  nations,  even  individual  cities. 
So  you  can  put  your  international  advertising  precisely 
where  your  market  is. 

And  wherever  it  appears,  TIME  is  the  same 
influential  news  magazine  that's  read  each  week  by 
26,000,000  people  around  the  world. 

International  marketing  is  worlds  within  worlds, 
and  you  can  reach  all  of  them,  with  precision  and 
flexibility,  in  TIME. 

For  more  information,  call  Dave  Gibson,  U.S.  Area 
Director  for  the  International  Editions,  His  telephone 
number  is  f212)  556-4956. 


TIME:  the  news  magazine  for  the  internationally  minded. 
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HKC  lUUK 

EMPLOYEES 

E.Qs.? 


COULD  THEY  ANSWER 
BASIC  ECONOMIC 
QUES'C\S  LIKETHESE? 

Z  Z  ( 1 . 1  -=<o  1 .3-  re 
cent  of  tJrije  i^.S-  ^ro:  force  3re 
agncukmaiwofkers. 

Z    Z  (2.)Toda^theaS.  ranks 
thvd  in  inlefnational  trade. 
G    Z  p.)AspioductK% 
mcreaseSs  our  standaid  of  iving 
increases. 

G    Z  (4.)WhennRalion 
occurs,  each  doiar  we  have  buys 
moie  goods  and  seivices. 

A  recent  national  suvey  shows 
thai  mariy  people  would  find  these 
questions  tougjk  In  short,  ther 
Economics  Quotients,  their  E.Qs.. 
oouid  probably  stand  impfovernenL 

A  special  booklet  has  been 
prepared  on  what  maft%s  our 
American  EconomcSyslenni  lick. 
It  s  feet-filed,  easy  meadng  and 
fiiee.  It  s  abo  an  easy  way  for 
ariyone  to  raise  their  E.Q..  For 
your  oop^  just     the  ccNJ|X)inL 

ATBWERSrd  frX  £Cs^^  ^  :_ 

The  American 
Economic  System 


Advice 
From  A 
Wise  Man 

By  John  Train 


J  Bdbson.  fcxmder  and  far  bbv 
«iecKke$  bead  of  his  on  imnestment 
cune  in  SDoae  montiis  fmm  las 
coorativ  netirennmit  ia  X^w  Haiini'Jiin;- 
for  A  meeting  lof  The  Boston  Setnit%- 
AzE^^  Sodietv .  He  took  opportmitt- 
t\  -  -ae  of  the  lessons  a£  hs 

■it- 

frjr>>>s)iri,  irt^cAkteii  thit  193^  whew  he 
enbexed  the  inroestiaenE  field,  was  an 
election  year.  One  cndkiifee  accnsed  his 
(Opponent  (oftike  uncst  leddess  speutlii^ 
jli  hislarc.^  That  «as  Fnmtini 
DelaiikO  Boose^ielL  denoancing  his  oppo- 
aeiDit  Hexhest  H<o«OKer~s  S3  bdhon  bnd- 
f$e«.  Since  thes  fedexai  ^enda^  ku  in- 
<cTeJsed  160  tiBBies.  die  doBar  has  lost 
SM^  id  its \  jiad  the  IJ.S-  pnipnbflinm 
tdM  <qiini&e  donbied- 

Soi  die  U.S. — imd  Ae  morid — hme 
■■"niRTmapJ  dsarstBcalr  o»er  the  hjM  txss- 
thmrx-  But.  sn^  Bahaoaa.  the  prindfiles 
oDDidev^  '  :  ^<<Bsiness  of  investaEKsS 
Itwec:.-  -  "Je- 

Fnsm  Sec  ^ciite7t'e<L  «e  think  «£ 

v¥  -  sBher  time,  n  &dt  we'ie 

ex  '   .iS  ewer,  in  ^^Hfee-       a9  ^jrar 

<jtBSKtics  mmi  tmodera  tnok.  IntjgdMiaiis 
jEe  st3l  |Miill  .  '  '•fv  new  aniuinaey  tbb&& 
sSiaAs  t&  fi^.<  "je  ntarftst  snd  nifeo 

— -£5  TOcenrtK"  4 


.^fSiiaES  whsfi  the 


less  sibrejaiii  icif  jfrmpfegac 


latifss  daMBx  irfiiwr  Ito 


■ivest — \xmTe  sM  too  ttelr  to 
what  mris  far  von  and  gjet 
SUMM.  thing  that  isa  t  realy  y 
Instead  <rf^«ncn«K  ainnt 
Bolnan  san^  one  shank!  stndr 

^ffarmx'*  bettnnrm 
imdmairiai — the  apeoai 

to  others- 

Then,  amid 
coniptkatted  qnasi-scaence-  Don't 
hitter 

need  to  sncceed  is  fenptrtrnx. 

and  aafnniMlinm  ^priaUed 

skneoflnci. 

t  «vn  bny  sapen 
and  hold  thi  in  far 


t  lb 


nfar  sint-tera 
feermdnnldhe 

SpedScalv. 
d  a  SI  ga^hon 
portfafeci  seeded  in  I99Dl 
wddt  SI  na^bon  nKcsted  ia  thf 
&  Fnor  's  5M»  The  S&P  s  wUrd 
im  I<9MN))  jEBd  the  spam^ 

Br  the  e^  of  1977.  b 
t&e  SAlP's  firn^^iiBKA  had  sfumm 
Togbam  jEsd  was  yieUhK:  S'^^OC* 
&e  s^imsh  poEtlto^r  v.as  won 


More  Oil  Whisky 


lancial  Strategy 


Drive.  Glasgow  G41  3PS;  telephone  (41) 
549-5682. 

I've  checked  out  their  references  as 
jest  I  could,  and  they  seem  okay,  al- 
hough  the  U.S.  consulate  in  Edinburgh 
leclines  to  express  an  opinion.  I  ll  wel- 
come readers'  reports  on  how  things 
;onie  out. 

More  On  Owning  Gold 

Investors  who  wish  to  store  gold  in  a 
iwiss  bank  safety'  deposit  box  without 
leveloping  a  general  banking  relation- 
hip  of  some  importance  will  be  treated 
IS  poor  cousins  by  the  old  private 
)anks— if  they  are  welcomed  at  all.  They 
hould  go  to  one  of  the  big  publicly 
iwned  banks — Cre'dit  Suisse  (Swiss 
^Iredit  Bank),  UBS  (Union  Bank  of  Swit- 
:erland),  SBS  (Swiss  Bank  Corp.)  or 
whatever. 

A  number  of  readers  ask  how  investors 
an  minimize  local  sales  taxes  on  their 
)urchase  of  Krugerrands.  I  can  only 
)oint  out  that  if  you  buy  something  when 
lut  of  state  and  keep  it  there  you  may 
lot  be  subject  to  tax  in  your  state. 

\/lore  On  Diamonds 

I  have  had  letters  from  the  Gemologi- 
al  Institute  of  America  and  trade  associ- 
tions  strongly  confirming  the  warnings 
n  my  column  entitled  "The  Diamond 
lustle"  and  wide  reaction  from  readers 
.'ho  have  been  taken  by  unscrupulous 
^lephone  flacks. 

The  key  points  in  that  article  cannot 
e  emphasized  too  strongly:  I)  A  great 
lany  boiler-room  diamond  sellers  are 
y-by-night  snake-oil  peddlers,  and  do 
*ot  give  you  what  you  think  you  are 
uying.  2)  Their  'appraisals  "  are  often 
leaningless.  3)  Diamonds  themselves 
re  in  the  middle  of  a  speculative  bub- 
le.  4)  They  are  difficult  and  expensive 
)  sell,  when  the  time  comes.  5)  Do  not 
ream  of  buying  anything  as  important 
;  a  diamond  except  from  someone  you 
low  and  trust  personally,  such  as  a 
•putable  local  jeweler.  Would  you  buy 
house  you  had  never  seen  from  a  huck- 
er  you  had  never  met  and  knew  noth- 
g  about?  ■ 


How  to  increase  your  total  return 
without  increasing  your  risk* 


EXAMPLE: 
Buy  300  shares  at  $28,  sell  300  shares  at  $32. 


Gross  Return: 

$1,200.00 

Round  Trip  Commissions: 

At  last  NYSE  fixed  rates 

300.57 

At  Source  median  rates 

150.00 

Net  Return: 

At  last  NYSE  fixed  rates 

899.43 

At  Source  median  rates 

1,050.00 

Increase  in  return  at  Source: 

lfi.7% 

When  you  calculate 
the  total  return  of  your 
portfolio,  you  probably 
think  only  in  terms  of 
capital  gains  and  divi- 
dends. But  when  you 
do,  you  overlook  a 
third  factor  that  can 
also  significantly  affect 
your  total  return:  your 
brokerage  commissions. 

To  get  an  idea  of  how  our  reduced  commissions  can  increase 
your  total  return  see  the  example  above. 

And  even  though  your  return  increases,  you  won't  add  any 
risk  to  your  portfolio  or  change  any  investment  decisions.  The 
only  difference  is  that  you'll  pay  less  in  commissions.  What's 
more,  with  Source,  you'll  experience  some  of  the  finest  execu- 
tion and  custody  services  in  the  industry. 

To  find  out  how  you  can  start  increasing  your  total  return 
at  Source,  call  or  send  the  coupon  below  for  our  free  Commis- 
sions and  Services  brochure.  Call  us  toll  free  at  800-221-5338 
or  in  N.Y.  State  call  collect  at  212-269-9127. 

Source  Securities  Corp..  70  Pine  St.,  New  York,  N.Y.  10005 

□  Please  have  someone  froin  Source  call  me. 

□  Please  send  me  your  free  Commissions  and  Services 
brochure  and  new  account  application. 

Name  


Address_ 
City  


State. 


.Zip_ 


Bus. Tel.  (- 


_HomeTel.  (. 


FOR  1 0/30  J 


Member  New  York  Slock  Emchanae 

The  broker  for  experienced  investors 


Where  there 
is  hope 
there  is... 

PROJECT 

WPiripjg 

Department  A 
Washington,  D.C  20007 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  lor  t-xecutive  type  person.  K.E.  Ins. 
and  stockbrokers.  Operate  from  your  own 
dignified  professional  olTice.  ('lients  come 
to  you  for  Business  (."apital  Assistance.  Must 
he  sincere  with  well-rounded  business  hack- 
ground    Instant  Hi  income  for  right  person 

$U.S.  18,000  Cash  Will  Handle 

For  details  wrrte  giving  phone  no  lo 

OR  Call  Mr.  Vanden  (213)  463-4841 

Dept  5,  Computer  Capital  Corp 
6922  Hollywood  Blvd  .  Los  Angeles,  Calif  90028 
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Amcord   194 

ABC   152 

American  Microsystems   79 

AT&T   12,  W,  186 

AnBloCo   180 

Aramco   49 

ARCO   148 

BInney  &  Smith   105,190 

Ray  Bloch  Prods   86 

Branlft  Infl   132,170 

Burlington  Northern   98,  100 

BusTop  Shelters   57 

CBS   87,  152 

Cadbury  Schweppes   139 

Capital  Southwest   106 

Central  Federated  Savings  Bank  86 

Champion  Home  Builders   118 

Chessle  System   100 

Chicago,  Milwaukee,  St.  Paul  & 

Pacific  RR   178 

Church's  Fried  Chicken   134 

Cointreau,  Ltd   12 

Convenience  &  Safety  Corp   58 

Courier  Corp   190 

Crane   169 

Ken  Davis  Inds   55 

Delta  Air  Lines   170 

Dexter  Corp   84 

Digital  Equipment   134 

Dresser  Inds   42, 159 

Du  Pont   84 

EG&G   169 

Equity  Advisors   130 

Erie  Lackawanna   100 

Evans.  Inc   16 


Exxon     148 

Filigree  Foods   51 

Firestone  Tire  &  Rubber   178 

Fleetwood  Enterprises   118 

Food  Fair   51 

Ford  Motor   86 

Gearhart-Owens  Inds   159 

General  Motors   86 

GInnieMae     184 

Glencart  Whisky   196 

Gold  star   80 

Golden  West  Homes   118 

Goldin-Feldman   16 

W.R.  Grace   54 

Greenwood  Cemetery   108 

Guardian  Mutual  Fund   53 

Guggenheim  Bros   180 

Halliburton  Co   159 

Helmerlch  &  Payne   54 

Hershey  Foods   140 

Hickory  Farms  of  Ohio   191 

Holiday  Inns   132 

Horchow  Corp   172 

Itel   79,  132 

Illinois  Bell   12 

Illinois  Central  Gulf   100 

Imatron  Voima   126 

IBM   79,86,186 

Int'l  Harvester   14,  86 

I  nt'  I  Systems  &  Controls   Ill 

InterwayCorp   134 

Jan  Originals   16 

Jersey  Central   100 

Jet  Capital   116 

Jim  waiter  24,  118 


Johns-Manvllle   56 

Lehigh  Valley   100 

Lone  Star   194 

Lubrlzol    . . . ."  84 

Mallinckrodt   84 

Mars   140 

Metropolitan  Life   86 

Mililken   86 

Milwaukee  Road   100 

Missouri  Pacific   100 

Monogram  Inds   134 

Monsanto   84 

Mutual  Broadcasting   152 

National  Airlines   115 

NBC   152 

Nelderhoffer,  Cross 

&  Zeckhauser   192 

Neuberger  8i  Berman  53 

Norfolk  Si  Western   100 

North  Western  Pacific  RR   100 

Northern  Telecom   79 

Occidental  Petroleum   14 

Okonite   86 

Pacific  Tin  Consolidated   180 

Pan  Am   115 

Parker  Drilling   54 

Penn  Central   24 

Price  Waterhouse  Si  Co   177 

RCA   12 

Reliance  Group   134 

Restland  Memorial  Park   106 

RIchman  Associates   51 

H.H.  Robertson   134 

Rock  Island   100 

Ryder  System   24 


St.  Joseph  Minerals   148 

Salomon  Bros   178 

Schlumberger   157 

Seaboard  Coast  Line  100 

Sears,  Roebuck   1J2 

Security  Pacific   194 

Service  Corp  Int'l   106 

Skyline  Corp   118 

Southern  Pacific  Transportation  100 

Southland  Royalty   134 

Southwest  Airlines   170 

Standard  Brands   21 

Stanley  Hammersmith 

Distributing   51 

Teledyne   54 

Tennant  Co   190 

Texas  Commerce  Bank   194 

Texas  Instruments   80 

Texas  Int'l  Airlines   115 

Toshiba   87 

Touche  Ross  &  Co   178 

Trus  Joist   177 

Union  Carbide   84 

Union  Pacific   100 

U.S.  8.  Foreign  Securities   54 

United  Technologies   86 

Vendors  Distributors   51 

walker  «i  Lee   50 

Western  Bancorp   194 

Wiltshire  Brokerage   51 

Winn-Dixie  Stores   186 

WItco  Chemical   84 

F.W.  Wbolworth   134 

Xtra   132 

ZayreCorp   134 
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iENERAL  MOTORS  CORPORATION 

lADILLAC  MOTOR  CAR  DIVISION   60-61 

Agency;  D'Arcy-MacManus  &  Masius 
Advertising 

•ENERAL  MOTORS  CORPORATION 
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Agency:  Campbell-Ewald  Company 

iENERAL  MOTORS  CORPORATION 
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•LEET  LEASING   9 
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iENERAL  WINE  t  SPIRITS  CO. 
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Agency:  Hart  Services,  Inc. 

HE  HOME  INSURANCE  COMPANY   144 

Agency:  Albert  Frank-Guenther  Law,  Inc. 
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ORPORATION— OFFICE  PRODUCTS 
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DHNS-MANVILLE  CORPORATION    . . .  .88-89 

Agency:  Young  &  Rubicam  Inc. 
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LIGGETT  GROUP   85 
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Inc.  Advertising 
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Agency;  Ted  Bates  &  Company, 
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Agency:  Ted  Bates  &  Company, 
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READER'S  DIGEST   181 

Agency;  J.  Walter  Thompson  Company 
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SCHWAN-STABILO   124 
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□  STAUFFER  CHEMICAL  COMPANY   122 
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*  TIME  MAGAZINE   195 

U.S.  POSTAL  SERVICE   101 

Agency;  Young  &  Rubicam  Inc. 

UNION  CAMP  CORPORATION   138 
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THE  WARNER  I.  SWASEY  COMPANY   1 

Agency;  The  Griswold-Eshleman  Company 

□  WESTERN  UNION  CORPORATION  150-151 

Agency;  Ries  Cappiello  Colwell,  Inc. 
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=  AMERADA  HESS 

CORPORATION   New  Jersey  27 

□  AUTOMATIC  DATA 

PROCESSING,  INC  New  Jersey  34-35 

Agency;  Schaefer  Advertising  Inc. 

FIRST  NATIONAL  STATE  BANK  OF 

NEW  JERSEY   New  Jersey  39 

Agency;  Gianettino  &  Meredith,  Inc. 
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0  PORT  AUTHORITY  OF  NEW  YORK  ft 

NEW  JERSEY   New  Jersey  32 
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on  the 

Thoughts  .  .  .  Business  of  Life 


Life  is  the  application  of  noble  and 
profound  ideas  to  life. 
Matthew  Arnold 


Jealously  lives  upon  doubts.  It  becomes 
madness  or  ei-ases  entirely  as  soon  as 
we  pass  from  doubt  to  certainty. 
La  Rochefoucauld 


Everybody  loves  to  find  fault,  it 
gives  a  feeling  of  superiority. 
WiLLiA.vi  Flatheh 


As  dogs  in  a  wheel,  or  s(juirrels  in  a 
cage,  ambitious  men  still  climb  and 
climb,  with  great  labor  and  incessant 
anxiety  but  never  reach  the  top. 
RoBLHi  BuaroN 


Doubts  and  jealousies  often 
beget  the  facts  they  fear. 
Thomas  Jefferson 


The  reason  why  men  of  true  good  sense 
envy  less  than  others  is  because 
they  admire  themselves  with  less 
hesitation  than  fools  and  silly  people. 
Bernard  de  Mandeville 


The  chief  barrier  to 
happiness  is  envy. 
Frank  Tyger 


A  man  shall  never  be  enriched  by  envy. 
Thomas  Draxe 


Envy  always  implies  conscious 
inferiority  wherever  it  resides. 
Pliny 


Isolated,  a  man  may  be 
a  cultivated  individual;  in  a 
crowd,  he  is  a  barbarian. 
Gustave  le  Bon 


When  you  go  to  dig  a  grave  for 
for  your  enem\ — dig  two. 
Chinese  Proverb 


Nothing  is  as  repulsive  as 
phoniness,  conversely,  nothing 
is  as  magnetic  as  reality. 
Howard  Henrichs 


jealousy  in  an  inner  consciousncas 
of  one  s  on  II  inferiority.  It  is 
a  mental  cancer  hard  to  cure.  But 
unless  the  victim  can  conquer  it. 
he  is  likely  to  find  that,  as 
competition  becomes  increasingly 
keen,  those  at  the  top  uill  he  more 
and  more  disposed  to  eradicate  it 
by  stvinging  the  ax.  Jealousy  and 
teamwork  cannot  go  hand  in  hand. 

B.C.  P'ORBES 


The  envious  man  grows  lean 
at  the  success  of  his  neighbor. 
Horace 


Whether  the  stone  hits  the  pitcher, 
or  the  pitcher  hits  the  stone,  it  s 
going  to  be  bad  for  the  pitcher. 
Miguel  de  Cervantes 


People  who  look  down  on  other 
people  don't  end  up  being  looked  up  to. 
Robert  Half 


You  can't  be  beautiful  and  hate. 
Bess  Myerson 


There  is  nothing  makes  a  man  suspect 
much,  more  than  to  know  little. 
Francis  Bacon 


Superiority  is  always  detested. 
Baltasar  Gractan 


Character  is  the  ligament 

holding  together  all  other  qualities. 

Arnold  Glasow 


Man  is  so  essentially,  so  necessarily 
a  moral  being  that,  when  he  denies 
the  existence  of  all  morality,  that 
ven,'  denial  alread\'  becomes  the 
foundation  of  a  new  morality. 
Maurice  Maeterlinck 


More  than  3,000  "Thoughts,  in- 
dexed by  author  and  subject,  are 
available  in  a  574-page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue.  \ew 
York.  \.Y.  10011.  Add  appropri- 
ate sales  tax  on  Sew  York  State 
orders. 


Men  can  endure  the  praise  of  others 
so  long  as  they  believe  that  the 
actions  praised  are  within  their  own 
power;  they  envy  whatever  they 
consider  to  be  beyond  it. 
Thucydides 


Other  people  are  quite  dreadful. 
The  only  possible  society  is  oneself. 
Oscar  Wilde 


A  Text  .  .  . 


Sent  in  by  Louise  G.  Lee,  FuUerton.  Calif. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


For  every  one  that  doeth  evil  hateth  tlh 
light,  neither  cometh  to  the  light,  lest  hi 
deeds  should  be  reproved. 
John  3:20 
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^\kntage» 
I  just  worft 
compromise 
on  taste! 


"I'm  willing  to  make  some  concessions, 
but  taste  isn't  one  of  them.  Even  though 
I've  heard  the  tar  stories,  I  still  want  a 
cigarette  with  good  taste. 

"That's  why  I'm  glad  I  switched  to 
Vantage. 

"With  Vantage,  I  get  the  taste  1  smoked 
for  in  the  first  place.  And  that  wasn't  easy 
to  find  in  a  low  tar. 

;p  "For  me, Vantage  is  the 
best  tasting  low  tar  cigarette 
there  is'.' 


Jack  G.  Bacon 
Memphis,  Tennessee 


Regular.  Menthol, 
and  Vantage  lOO's 


FILTER  100's:  10  mg.  "tar",  0.8  mg.  nicotine,  FILTER,  MENTHOL 
11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette.  FTC  Report  MAY  78. 


UNEMPLOYMENT  OFFICE 


Technology  can 
be  the  source 
of  many  jobs 
society  needs. 


Many  still  associate  technological  innovation  with 
elimination  of  jobs.  That's  understandable.  We've  all  seen 
new  machines  and  new  processes  increase  productivity, 
permitting  work  to  get  done  faster,  cheaper.. and  with 
fewer  people. 

What  most  people  don't  recognize  is  that 
technological  innovation,  producing  new  products  and 
services,  creates  jobs... far  more  than  it  eliminates.  The 
telephone,  the 
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"Technology  is  know-how.  Simply 
stated,  it's  a  way  of  doing  things. 
How  to  grow  two  stalks  of  rice  in 
place  of  one  is  know-how  or 
technology.  The  design  of 
equipment  to  heat  homes  with 
solar  energy  is  another  example." 

William  C.  Norris 


automobile,  the 
computer  have 
spawned  millions 
of  new  jobs. 

Yet  there 
remains  an 
imbalance 

between  technological  innovation  to  improve 
productivity.. and  technological  innovation  to  create 
new  products  and  services.  Much  more  of  the  latter 
is  needed. 

Millions  of  new  jobs  could  be  created  by 
stepped-up  technological  innovation  and  more 
effective  use  of  existing  technology  And  these  new 


It's  about  time 
this  idea 
is  better 
understood. 


jobs  would  come  from  addressing 
society's  other  major  needs 
including  new  and  less  costi' 
sources  of  energy  better  means  o 
conserving  energy  new  materials 
less  costly  food,  revitalization  o 
blighted  cities  and  improved  quality 
equality  and  productivity  in  education 

For  more  information  on  hov 
technology  can  better  serve  society 
write  for  our  booklet  series  entitled 
"Technology  Our  Tireless  Servant".  Ir 
this  series,  Mr  William  C.  Norris 
Chairman  and  Chief  Executive  Office 
of  Control  Data  Corporation,  explore- 
ways  in  which  technology  can  b( 
employed  to  solve  problems  o 
employment,  energy  food,  education 
health,  housing  and  the  environment 

Copies  of  these  provocative  booklets 
can  be  obtained  without  cost.  Write 
Control  Data  Corporation,  Dept. TG1 18, 
RO.  BoxO,  ~  --:C: 

Minneapolis,       ^  >;-; 
MN  55440.  /         I' I 
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THIS  NAN  IS 
k  GLUTTON  FOR 
HAPPINESS. 


At  a  time  when  many  people  are  fed  up  with  the  quality 
new  cars,  9  out  of  10  people  who  buy  new  Volvos 
e  happy. 

Having  bought  five  Volvos,  the  man  you  see  here  is 
static. 

He's  Henry  Clemmens,  an  interior  designer  from 
assapequa,  New  York,  and  he's  been  buying  Volvos 
ice  1969.  He's  managed  to  keep  all  his  old  Volvos  in  the 
mily,  giving  one  to  his  wife,  and  passing  three  others 
)wn  to  his  sons. 


Mr.  Clemmens  estimates  he's  put  a  quarter  of  a  million 
miles  on  the  Volvos  he's  bought.  He's  constantly 
recommending  them  to  friends  and  business  associates. 
"I've  probably  sold  thirty  Volvos  that  way.  My  local 
Volvo  dealer  loves  me." 

If  you've  never  felt  this  kind  of  love  for  a  car  you've 
owned,  consider  a  Volvo. 

Better  to  know  one-fifth  the  happiness  Mr.  Clemmens 
has  known  than  never  to  know  "VOIiVO 
happiness  at  all.  A  car  you  can  believe  in. 


'B  VOlVO  of  AMERICA  CORPORATION    LEASING  AVAILABLE 


Ifs  this  simple: 

Ramadainn  can  offer 
you  prime  franchise 
opportunities  in 
New%rk,Baltimore 
andLouisville* 


And  24  other  cities* 


High  traffic,  high  volume 
markets.  Markets  that  mean  some- 
thing. Not  fringe  leftovers. 

Frankly,  that's  something  our 
competition  may  be  hard  pressed 
to  do. 

Ramada  Inn  is  a  recognized 
leader  in  the  industry  And  rightly  so. 
Our  name  stands  for  quality  Exper- 
tise. Reputation.  And  we  stand 
behind  our  franchise  operations. 
With  a  total  support  package  at 
every  level. 

We  can  do  it  all  for  you.  Or  your 


group.  From  site  drawings  and 
market  surveys  to  total  management 
contracts.  To  personnel  training. 
Reservations.  Marketing.  Or,  we  can 
do  any  part  of  it. 

We're  doing  things  right.  And 
we're  growing.  With  more  than  500 
franchise  operations  worldwide! 

Think  about  the  prime  market 
where  you  would  like  to  get  things 
started.  Then  think  about  what 
Ramada  can 
offer  you. 


DAMADA 

IV  INN  A 


Getthings  started-call(602)273-4311,  today. 


How  will  a  captive 
perfixnn  fbryoii? 

J&H  can  give  yofi 
a  preview  now. 


In  one  way  or  another,  your  company  is 
)robably  retaining  larger  and  larger  portions  of 
ts  liability  exposures. 

However,  choosing  the  optimal  funding  | 
irrangement  for  such  risk  assumption  requires 
extremely  careful  risk  management  analysis. 

Consider,  for  example,  the  complexities 
)f  the  captive  approach  alone.  What  risks  should  it 
iccept?  Should  it  be  set  up  off-shore?  What  about 
;he  IRS?  Is  adequate  reinsurance  available? 

Ignoring  any  of  the  variables  can  cause 
)ig  problems.  For  instance,  a  group  of  teaching 
lospitals  recently  found  that  its  proposed  captive 
»uld  not  arrange  needed  excess  coverage  from 
•einsurers.  Johnson  &  Higgins  was  then  invited  to 
■tudy  the  problem  and  spotted  the  organizational 
law.  The  coverage  was  soon  obtained. 
I  If  you  want  the  best  possible  help  in 

brming  a  captive,  call  J&H.  Our  advanced  risk 
nanagement  techniques  include  exclusive  soft- 
ware programs  that  instantaneously  preview  your 
vorking  captive.  There  is  no  need  to  guess  about 
ihoosing  the  funding  alternative  that  makes  the 
nost  sense  for  you.  The  nearest  J&H  office  can 
!;ive  you  full  details. 

ilohnsoT^iggins 

The  private  insurance  broker. 
We  answer  only  to  you. 


A  <'l  ■'&H  risk  inanaei  niriil  spi'cialists  in  captive  fiindiriK': 

Kicham  J.  Kice,  New  Y()ri<;  I'atrick  J.  T.  Stephenson,  Bermuda; 
Roger  Thomas,  Los  Angeles;  and  George  H.  Shattuck,  Jr,  Boston. 
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Forbes'  Rudnitsky,  Greene.  Saltzman,  Blustein.  Ling, 

An  old  game  with  new  twists  only  a  financial  journalist  could  love. 

Leaseback  Deals 
On  The  Boardwalk 


Fortified  with  beer  and  pizza, 
members  of  FORBES'  editorial  staff 
have  been  getting  together  regularly 
to  play  Monopoly,  the  famous  Parker 
Brothers  game.  The  way  they  play  it, 
it's  no  ordinary'  game.  They  have  add- 
ed some  rules  of  their  own  to  allow 
equity  deals,  options,  joint  ventures, 
reorganizations  and  sealed-bid  sales. 

Many  of  the  new  wrinkles  were  the 
brainstorm  of  Associate  Editor  Paul 
Blustein,  who  reasoned:  "Why  should 
you  have  to  depend  on  the  luck  of  the 
dice  to  get  both  Boardwalk  and  Park 
Place?  If  you  have  one,  why  not  a  joint 
venture  with  the  owner  of  the  other? 
Or  suppose  you  have  Boardwalk  but 
no  cash  for  hotels?  Why  not  raise 
equity  capital?  "  Indeed,  why  not  float 
bonds?  (Blustein  and  Reporter-Re- 
searcher Richard  Greene  figure  that  a 


shrewd  Monopoly  bondholder  ought 
to  get  around  25%  over  30  turns 
around  the  board.)  You  get  the  idea. 

The  first  game  was  played  in  the 
wood-paneled  conference  room  of  the 
Forbes  building  on  Fifth  Avenue. 
Among  the  paper  money,  beer  cans 
and  scribbled  contracts  were  six  fre- 
quent players:  Blustein,  Greene,  Se- 
nior Editor  Howard  Rudnitsky,  Re- 
porter Cynthia  Saltzman  and  Report- 
er-Researcher Sharon  Reier,  plus 
Chief  of  Research  Flora  Ling,  who 
served  as  banker. 

That  evening  Malcolm  S.  (Steve) 
Forbes  Jr.  passed  by  on  his  way  to 
dinner.  "Oh,  yes,"  he  said,  surveying 
the  game.  "That's  the  way  we  play  at 
home.  Tell  me,  do  you  use  sale-lease- 
back  deals?"  Sale-leaseback  deals? 
Nobody  had  thought  of  that. 


A  "Face"  That  Grew 


When  senior  editor  Howard  Rud- 
nitsky asked  to  interview  Starrett 
Housing  Chairman  Henry  Benach, 
he  thought  at  first  he  had  the  makings 
of  a  "Face  " — a  short,  tightly  focused 
item  for  our  Faces  Behind  The  Fig- 
ures section.  Instead,  the  interview 
turned  into  a  story  that  raises  some 
interesting  questions.  Says  Rud- 
nitsky: '"I  felt  that  Benach  was  leaving 


out  far  more  than  he  told  me.  ' 

Intrigued,  Rutnitsky  started  poring 
through  old  10-Ks  and  other  SEC 
documents  going  back  to  1971  on 
Starrett  Housing  and  the  people  who 
helped  Henry  Benach  build  it  into  a 
multinational  construction  company. 
The  result,  beginning  on  page  115,  is 
a  good  bit  longer  than  a  Face,  and 
worth  the  effort.  ■ 
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Add  your  per  sonal  touch 
to  our  extraordinary  brandy. 


Personalize  every  bottle  of  our 
XO  Rare  Reserve  Brandy  that  you 
give  as  a  gift  this  year  Just  ask  us  to 
print  specially-designed  neck 
labels  for  you  that  say, 
Compliments  of,  followed 
by  your  name,  or  your 
company's  logotype.  Or,  you 
can  order  elegant  labels 
that  read,  For  the  Personal 
Enjoyment  of,  followed 
by  the  name  of  your  friends 
or  clients.  What's  more, 
you  can  select  other  labels 
that  wish  Happy  Holidays, 
Happy  Birthday,  Happy 
Anniversary,  and  even 
Happy  Father's  Day. 

Of  course,  even 
without  your  personal 
label,  XO  makes  an 


extraordinary  gift.  Because  every 
bottle  is  a  blend  of  such  unusually 
smooth,  rich  brandies,  that  only  a 
limited  supply  is  avail- 
able every  year.  Add  a 
personal  label,  and  you 
give  a  gift  that  will  be 
especially  remembered 
and  appreciated. 

And  naturally,  these 
personalized  labels 
are  yours  free  from 
The  Christian  Brothers. 

For  more  informa- 
tion about  our  personal 
labels,  see  your  retailer 
or  write: 

The  Christian  Brothers, 
XO  Personalized  Labels, 
PO.  Box  99607, 
San  Francisco,  CA  94109. 


XD  Rare  Reserve  Brandy  from  The  Christian  Brothers  of  California. 

WORLDWIDE  DISTRIBUTORS:  FROMM  AND  SICHEL.  INC.,  SAN  FRANCISCO,  CALIFORNIA.  U.S.A.  BRANDY:  SO  PROOF. 


BEECH'S  AERIAL  REFUELING  SYSTEM 
AT  20.000  FEET  FILLS  UP  TWO  JET 
FIGHTERS  IN  LESS  THAN  4  MINUTESJ 


A  wing-tip-mounted,  in-flight  refueling 
system  for  military  aircraft  miay  seem  far 
removed  from  general  aviation,  v\^here  we've 
built  our  reputation  over  46  years.  The  tech- 
nology we've  acquired,  however,  gives  us 
problem  solving  capabilities  we've  been  able 
to  apply  m  areas  ranging  from  missile  targets 
and  cryogenics  to  aircraft  systems. 

The  Model  1080  refueling  system,  in  use 
with  Boeing  707  tankers  of  the  Canadian  and 
Iranian  Air  Forces,  allows  jets  to  be  refueled  at 
an  altitude  high  enough  to  preserve  their  fuel 
efficiency  and  elimiinates  problems  of  turbu- 
lence and  maneuverability  during  hook-up.  It 
provides  a  world-wide,  non-stop  fuel  resupply 
capability  which  can  meet  the  anticipated  de- 
fense-alert needs  of  many  of  America's  allies. 

Other  examples  of  Beech's  problem 
solving  include  our  "automatic  transmission 
m  the  air,"  recently  certified  for  smgle-engine 
aircraft,  which  improves  fuel  economy  and 
range,  reduces  emiissions  and  cuts  pilot  work- 
load. We've  ]ust  completed  a  design  study 
with  NASA  for  a  quiet,  clean  general  aviation 


turbofan  jet  engine  that  would  lower  noise 
levels  and  emissions.  We  also  have  lightweigh 
honeycomb  composite  materials  which  have 
applications  m  aircraft  and  missile  targets. 

Our  problem  solving  approach  helped 
Beech  Aircraft  complete  its  fifth  consecutive 
record  year  m  1977.  We  anticipate  another 
record  in  fiscal  1978,  v\/ith  sales  m  excess  of 
$500  million  and  proportionate  earnings 
grov/th.  In  the  first  rune  months,  sales 
reached  $387,211,303  and  net  income 
advanced  to  $25,933,097. 

At  Beech,  we  believe  that  quality  of 
product  v^ll  produce  quality  results  in  sales 
and  earnings. 


1977 
1976 
1975 
1974 
1973 


1?, 


Dividends 

Paid          Net  Income  Sales 

255  1 

4174  1 

5.4  1 

20  6  1 

346  9  1 

4.4  1 

15.6  1 

267  1  1 

36| 

125  i 

2416  1 

3T| 

100  1 

204  7               1         $  Millions 

eech  Aircraft  Corporation 

Wichita,  Kansas  67201 


PROBLEM  SOLVING:irS  OUR  WAY 
OF  PUniNG  OURSELVES  TO  THE  TEST. 


Q:  What  do  these 
household  ^t>diicts 
have  in  common? 


o  o  o  o 

73  ■7)  7> 

r"  r  t-  r- 

O  ®  a  O 

ts  o>  CO  eg 


Kul^^^^S^^^  V-'-^'^QS^  ^^Id  Book 

A:  Scott  &  fletzer. 


3n  September  1, 1978,  World 
iook  —  Childcraft  International, 
nc,  became  a  subsidiary  of  The 
)COtt  &  Fetzer  Company,  joining 
Cirby  and  19  other  Scott  <St  Fetzer 
)perating  units. 
CERBY  —  America's  premier 
vacuum  cleaner,  sold  in  the 
home,  and  our  principal  pro- 
duct line  since  1935. 
»VORLD  BOOK  -  the  world  s 
largest  selling  encyclopedia,  also 
sold  primarily  in  the  home,  and 
to  schools,  around  the  world. 
So  what  does  this  acquisition 
nake  Scott  &.  Fetzer? 

A  larger,  stronger  and  better- 
)alanced  company  —  by  adding 
)ver  $200  million  in  annual  sales. 
D  With  World  Book,  Scott  & 
^etzer's  yearly  sales  should  be  in 
he  $600-700  million  range. 


□  With  World  Book,  products 
sold  directly  in  the  home  will 
account  for  about  45%  of  our 
annual  sales  volume. 

□  With  Worid  Book,  Scott  & 
Fetzer  is  the  leading  marketer  of 
Vwo  high  quality  brand  name  pro- 
ducts sold  directly  in  the  home  to 
consumers. 

□  With  World  Book,  Scott  & 
Fetzer  acquired  other  operations 
that  provide  future  growth  oppor- 
tunities —  a  captive  finance  com- 
pany, an  insurance  company,  and 
a  direct-mail  selling  company. 

Scott  <Sc  Fetzer  is  still  a  diver- 
sified company,  perhaps  surpris- 
ingly so,  if  you  haven't  been 
noticing  since  1964  ~  with  19 
other  operating  units  that  manu- 
facture a  variety  of  products  in  five 
market  segments.  In  many  lines. 


these  divisions  are  the  leaders  — 
like  Campbell-Hausfeld  in  air 
compressors,  Wayne  Home  Equip- 
ment in  pumps  and  oil  and  gas 
burners,  Valley  Industries  in 
trailer  hitches,  and  Carefree  of 
Colorado  in  awnings  for 
recreational  vehicles. 

Scott     Fetzer:  always  a  great 
consumer  products  company. 
Now,  with  World  Book,  greater. 

And  yet,  sensibly  balanced, 
with  manufacturing  of  commercial 
and  industrial  products  the  mar- 
ketplace needs. 

To  make  a  more  penetrating 
evaluation,  additional  facts  are 
yours  for  the  asking.  Write  J.F. 
Bradley,  Executive  Vice  President- 
Finance. 


33  The  Scott  &Eetzer  Company 

14600  Detroit  Avenue  •  Lakewood,  Ohio  44107  •  216/228-6200 

Fluid  Transmission  □  Cleaning  Systems  &  Household  Products  □  Equipment  &  Supplies  □  Power  &  Energy  □  Measurement  &.  Control 


ALAMOSA 


Tucked  between  the  mighty  mountain 
ranges  of  south-central  Colorado  is  the 
Great  San  Luis  Valley  and  Alamosa. 

Alamosa  is  the  growing  center  of  what 
is  called  the  "land  of  cool  sunshine."  A 
clean,  clear  environment  with  sun  360 
days  a  year.  In  this  beautiful  setting; 
you'll  find  a  new,  quality  industrial  park 
perfectly  suited  for  light  industry. 

A  potential  labor  force  of  4,000  is  anxious 
for  full-time  industrial  jobs,  according  to  a 
recent  survey  Vocational-technical 
training  is  available,  as  well  as  a  4-year 
college.  Transportation  by  air  and 
highway  serves  the  Alamosa  Industrial 
Park.  There  are  unusually  strong 
geothermal  and  solar  energy  potentials 
here.  And  when  you're  not  working — 
fishing,  hunting,  camping,  hiking,  skiing, 
and  golfing  are  close  at  hand. 

Find  out  how  strong  your  business  can 
grow  in  Colorado.  Just  mail  in  the 
coupon  for  more  information  on  the 
Alamosa  Industrial  Park  and  other  fine 
Colorado  business  areas. 

Another  reason  businesses 
are  choosing 

COLORADO 

I  —  1 

I  William  C.  Hacker  I 

j  Director  of  Domestic  and  ' 

I  International  Commerce  I 

j  Dept.  1604  • 

I  500  State  Centennial  BIdg.  | 

[  Denver,  CO  80203  i 

I  I 

j  Please  send  me  complete  ' 

I  information  about  opportunities  for  | 

j  my  company  in  Alamosa,  i 

I  Colorado.  } 

I  I 

I  I 

[  Name   ' 

!  Title   j 

I  Company   j 

I  Type  of  Business   I 

I  Address   I 

I   City   I 

I  I 

I  State  Zip   i 

L  I 
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Trends 


Dollars  On  Wheels 

Thf  falling  dollar  is  beginning  to  prove  a 
boon  to  Detroit  s  automakers.  Europe  is 
starting  to  buy  increasing  numbers  of 
U.S. -built  cars.  The  numbers  so  far  are 
small,  but  the  size  and  speed  of  the 
increases  are  significant.  General  Mo- 
tors, the  leader  in  sending  over  cars  with 
Detroit  labels,  forecasts  sales  this  year  of 
22, (KX)  models,  a  jump  of  .50%  to  60% 
over  1977.  One  reason  advanced  for  this 
sudden  popularity  is  that  the  new  scaled- 
down  American  models  are  perceived  as 
"more  European.  A  more  concrete  rea- 
son is  money.  One  GM  dealer  in  Ham- 
burg, for  example,  saw  sales  increase 
more  than  300%  in  the  last  year,  from 
260  cars  in  1977  to  an  estimated  800  or 
more  in  1978.  A  best-seller  in  his  show- 
room has  been  Chevrolet's  Camaro, 
which  goes  for  89,700  in  Germany. 
"That  s  cheap  here,  the  Hamburg  deal- 
er explains.  "To  get  a  coupe  from  Mer- 
cedes, you  would  have  to  pay  more  than 
$27,000.  German  cars  have  been  going 
up  by  about  4%  to  6%  ever>'  year,  but 
because  of  the  way  the  dollar/deutsche 
mark  exchange  rate  has  moved,  prices  on 
American  models  are  about  what  they 
were  ten  years  ago.  " 


Raising  The  Roof 

The  rule  of  thumb  that  one  week  s  pay 
should  cover  one  month  s  housing  has 
gone  by  the  board  and  the  pattern  now 
calls  for  earmarking  a  third  of  a  family's 
income  for  housing,  even  in  families  with 
two  salaries.  Those  are  the  salient  find- 
ings of  a  survey  of  home  owners  by  the 
U.S.  League  of  Savings  Associations  that 
covered  200  S&Ls  and  8,500  holders  of 
conventional  mortgages.  Over  half  of  last 
year's  first-time  home  buyers,  the  sur\'ey 
found,  were  two-income  families;  38%  of 
all  home  buyers  were  spending  more 
than  25%  on  housing  costs  (mortgage 
payments,  taxes,  utilities  and  insurance) 
and  14%  were  laying  out  more  than  30%. 
The  median  for  housing  nationally  was 
$400  a  month,  but  the  local  figures 
showed  medians  running  all  the  way 
fi-om  $343  in  a  small  city  like  Morris- 
town,  Tenn.  to  $614  or  more  in  a  high- 
rent  district  like  San  Francisco. 


The  inflation  Gobbler 

The  holiday  spirit  will  be  in  for  a  jolt 
when  Mr.  and  Mrs.  America  shop  for 
this  year  s  Thanksgiving  turkey.  The  tra- 
ditional bird  will  cost  at  least  15  cents  a 
pound  more  than  last  year,  ranging  be- 
tween 70  cents  and  $1.  according  to  the 
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first  guesses  by  Agriculture  Department 
experts.  Retail  food  prices  generally 
have  gone  up  about  14%  this  year,  and 
even  if  they  work  down  to  a  ftill-year 
average  of  10%  to  11%,  the  grocery  bill 
will  reflect  much  more  than  the  6%  to 
8%  increase  predicted  by  these  same 
experts  for  the  Carter  Administration 
last  January  .  One  group  of  Americans  is 
guaranteed  a  happy  Thanksgiving,  how- 
ever. Farm  income  is  expected  to  rise 
12%  to  16%  this  year. 


The  American  hird-of-thc-mouth 


Even  the  cost  of  Thanksgiving  is  up. 


The  Nonprofit  Motive 

Are  M.B.A.s  getting  religion?  Major 
business  schools  report  that  a  growing 
number  of  their  students  are  looking  at 
nonprofit  work — and  not  in  the 
standbys,  government  and  foundations, 
but  in  private  charities,  hospitals,  muse- 
ums, art  associations  and  the  like.  True, 
around  90%  of  the  strivers  head  for  ca- 
reers in  business;  the  shift  in  interest  is 
among  the  remainder.  John  Steinhart, 
the  Stanford  Business  School's  public 
management  program  director,  says  19% 
of  his  charges  have  been  going  into  pri- 
vate nonprofit  work.  Columbia  and  Har- 
vard M.B.A.s  showed  no  desire  for  this 
sector  a  few  years  ago,  but  more  than 
20%  of  their  beginning  classes  now  want 
such  posts.  "Last  year  we  had  a  dozen 
people  show  up  for  an  orientation  meet- 
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Avis  introduces  Autosense* 

Because  your  rent  a  car  should  be  as  prepared 
for  a  business  trip  as  you  are. 


Buick  Regal 


No  matter  how  much  you  prepare 
for  a  business  trip,  the  unexpected 
can  happen. 

But  thanks  to  Avis  and  Autosense® 
you  don't  have  to  worry  about  it  hap- 
pening on  the  road. 

Because  Autosense,  our  new  com- 
puterized diagnostic  tester,  is  now  a 
part  of  our  regular  car  care  program 
at  selected  locations. 

So  we  can  keep  our  cars  operating 
at  vehicle  standards  and  prevent  most 


problems  before  they  occur.  By  elec- 
tronically plugging  into  over  80  key 
engine  and  electrical  chedqjoints. 
From  spaHc  plug  load  and  battery 
drain  to  cylinder  compression  and 
alternator  ou^ut. 

So  next  time  you're  preparing 
for  a  business  trip,  start  by  calling 
Avis  toU  free:  800-331-1212.  Or  make 
reservations  through  your  Travel 
Consultant. 


We  try  harder. 


AVIS 


Avis  features  GM  cars  and  trucks. 


\utosense  \s  a  registered  Trademark  ofUnited  Technolc^es  Corporation.    Copyright  1978  Avis  Rent  A  Car  S^'Stcm,  Int. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


$60,000,000 

Savin  Corporation 

11%%  Subordinated  Debentures  due  October  1,  1998 

(Interest  payable  April  1  and  October  1) 


Price  99y2% 

plus  accrued  interest  from  October  1, 1978 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch  White  Weld  Capital  Markets  Group  Drexel  Burnham  Lambert 

MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH  INCORPORATED  INCORPORATED 

Bache  Halsey  Stuart  Shields     The  First  Boston  Corporation     Blyth  Eastman  Dillon  &  Co. 

INCORPORATED  INCORPORATED 

Dillon,  Read  &  Co.  Inc.  Goldman,  Sachs  &  Co.  E.  F.  Hutton  &  Company  Inc. 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Kuhn  Loeb 

INCORPORATED  INCORPORATED 

Loeb  Rhoades,  Hornblower  &  Co.  Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED 

L.  F.  Rothschild,  Unterberg,  Towbin     Salomon  Brothers     Smith  Barney,  Harris  Upham  &  Co. 

INCORPORATED 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc.  Bear,  Stearns  &  Co. 

Shearson  Hayden  Stone  Inc.  Stuart  Brothers 

October  16, 1978 


Farrell  Lines. 
The  American-flag  line  on  the  move. 

Growwith  us. 

We  never  stop  widening  our  horizons. 


At  Farrell  Lines,  we're  proud  that  our  52-year  history 
reflects  dynamic  growth.  And  1978  has  been  the  most 

dramatic  growth  year  of  all.  When  we  ^  

acquired  American  Export  Lines,  we 
increased  our  fleet  and  added  new 
routes,  destinations  and  services. 

Now  we  serve  ports  on  five  conti- 
nents. From  North  American  ports,  we 
continue  to  reach  Africa  and  Australasia. 
Our  new  American  Export  Lines  Service 
reaches  Europe  and  Asia. 

Our  fleet  has  grown  by  150%.  We 


Services  between  U.S.  ports  and 


have  breakbuik,  container.  LASH  and  RoRo-type  ships - 
every  one  built  and  m.anned  by  Americans. 

 ^  Our  new  schedule  includes  more 

than  200  sailings  a  year,  and  we  sail  from 
all  four  coasts  of  the  United  States.  WeVe 
got  the  right  service  to  the  right  place  at 
the  right  time.  So  next  time,  go  with  us. 


Australia. 
New  Zealand. 
S.  Pacific  Islands, 
East  Africa. 
South  Africa 
and  West  Africa. 


United  Kingdom. 
North  Europe. 
Mediterranean, 
Middle  East. 
South  Asia 
and  the  Far  East 


INCORPORATED 


One  Whitehall  Street,  New  York.  NY  10004 


I    INTRODUCING  A  NEWLY  REPRINTED  AMERICAN  CLASSIC... 

I    MEN  WHO  MADE  AMERICA  GREAT 


by  B.C  FORBES,  founder  ol  FORBES  MAGAZINE 


THE  HAMILTON  PRESS 

910  Elm  Grove  Road         Elm  Grove,  Wise.  53122 

Please  send  me  copies  o(  MEN  WHO  MADE  AMERICA  I 

GREAT  by  B.C.  Forbes,  at  $10  00  each  postpaid  My  total  payment  ol  ' 

S  is  enclosed  herewith.  I 

NAME  I 


Clly_ 


.Stale. 


Please  bill  by  D  Master  Charge    □  VISA 


Signature 


Armour,  Bell,  Carnegie,  Edison,  Ford, 
Morgan, Guggenheim,  Rockefeller, Schwab 
Willys,  Woolworth  are  just  a  few  of  the 
Titans  of  American  Business  dynamically 
portrayed  in  this  unique  Handbook  of 
Success. 

In  1917  B.C.  Forbes  launched  the 
Forbes  Magazine,  and  in  the  process 
interviewed  the  50  most  powerful  men  in 
America.  He  gleaned  from  them  their 
many  secrets  to  success,  and  used  these 
interviews  as  the  basis  for  his  famous 
MEN  WHO  MADE  AMERICA  GREAT. 


This  bestseller  is  now  reprinted  in 
its  entirety,  including  lovely  photographs 
of  each  great  leader.  Forbes  reveals  many 
obscure  facts  from  the  age  of  empires  in 
America. 

Half  were  born  to  desperate  poverty, 
few  had  any  formal  education,  many  were 
stupendous  failures  early  in  life.... but  all 
possessed  that  rare  hunger  for  their  later 
enormous  triumphs.  All  had  the  capacity 
to  thrive  on  incredibly  hard  work. 


As  children,  Henry  Ford,  Thomas 
Edison  and  Frank  Woolworth  were 
considered  to  be  incompetent.  Read  what 
they  did  to  overcome  this  burden. 

Read  about  the  rugged-individualism 
that  created  AT&T,  American  Tobacco, 
du  Pont,  Eastman  Kodak,  Anaconda, 
Ford  Motor  Co.,  Panama  Canal  Co.,  New 
York  Life,  United  Fruit,  Sears  Roebuck. 
The  long  shadow  of  these  men  touch  our 
lives  each  and  every  day. 

SEND  TODAY  for  this  480  page 
classic  of  American  History,  and  then 
enjoy  one  or  two  fascinating  interviews 
per  night. 

Not  only  do  we  guarantee  your 
satisfaction  with  a  14  day  money-back 
guarantee,  we  guarantee  your  enjoyment 
of  this  American  Classic.  Visa  and 
MasterCharge  are  welcome. 
A  TERRIFIC  BUSINESS  GIFT...  | 


m 


m 


If  you  want  sound  advice  about  hotels 
in  New  York,  ask  an  executive  who  travels. 


Business  people  who  travel  acquire 
enormous  sophistication  about 
hotels.  They  love  crystal  chandeliers 
But  they're  more  favorably  im- 
pressed by  firm  mattresses,  hot 
breakfasts,  attentive  room  ser- 
vice and  easy  checkouts. 

They  favor  hotels  that  are 
centrally  located,  but  out  of 
the  traffic.  A  prestigious  rep- 
utation doesn't  hurt.  In  fact, 
it  reinforces  an  executive's 
stature  when  telling  a  client 
where  to  call.  For  nearly  half 
a  century.  Essex  House 

o„Ce„,ra,Par.  ESSEX  HOUSE 

New  York's  Grand  Hotel 


has  catered  to  the  world's  most 
sophisticated  executives.  We  cater 
with  such  courtesy  that  our  execu- 
tive friends  often  bring  their 
families.  And  they  all  tell  their 
friends. 

If  you  don't  know  someone 
wholovesstaying  at  Essex  House, 
don't  fret.  Next  time  you're  in  New^ 
York,  stay  with  us  anyway. 

We  maintain  volumes  of 
fan  letters.  We'll  show  you  a 
few.  And  do  everything  in  our 
power  to  make  you 

Marriott's.        ^""^  to  write  us 

'  your  own  fan  letter: 


160  Central  Park  South.  New  York  10019 
-or  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Tele.x  12-5205. 
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in^;  for  nonprofits,  says  Columbia  Pro- 
fessor Ray  Horton  "Now  we  have  about 
80."  As  for  jobs,  during  the  past  four 
years,  United  Way,  one  of  the  biggest 
charities,  has  recruited  15  M.B,A,s  a.s 
part  of  a  81  million-a-year  personnel  pro- 
gram. The  .VI.B.A.s  efficiency,  says  Se- 
nior Vice  President  John  GarlxT,  "ap- 
peals to  our  business  contributors.'  The 
trend  will  probably  never  become  a 
boom,  however.  Tight  budgets,  low 
turnover  and  a  tradition  of  word-of- 
mouth  recruiting  among  nonprofits  c-on- 
spire  to  keep  demand  slow. 


Caveat  From  Colombia 

Sparked  b\  investor  interest,  Latin 
American  countries  like  Colombia, 
Chile,  Brazil  and  Panama  are  expected 
to  put  baskets  of  new  bonds  on  the  mar- 
ket before  long.  Bu\ers  should  bear  in 
mind  that  the  Latin  manana  spirit  can 
affect  Latin  securities.  A  Colombian 
bond,  for  instance,  despite  foreign-ex- 
change reserves  of  more  than  S2  billion 
and  an  economy  buoyed  by  rising  coffee 
prices,  fell  into  default  this  summer.  The 
problem,  it  turns  out,  was  both  manana 
and  the  way  Colombia  floats  bonds.  A 
"(U'partamento  (roughK'  ecjuivalent  to 
an  American  state)  can  issue  securities, 
but  for  sales  abroad  these  must  be  guar- 
anteed by  the  central  bank.  The  issuer 
ships  pesos  to  the  bank,  which  then  finds 
and  sends  out  the  dollars  needed  to  pay 
off  the  buyer.  The  issue  in  default  in- 
volved 8195,000  in  ver\  old  3%  bonds  for 
the  Department  of  Tolima.  When  an 
American  bu\er  began  worrying,  Co- 
lombia's New  York  payment  agent  con- 
firmed it  had  not  seen  the  money  but 
had  two  cables  from  Bogota  sa\  ing  it  was 
on  its  way,  and  it  did  finally  arrive — 
three  months,  two  weeks  and  three  days 
late.  "Tolima,  they're  always  late,"  the 
New  York  agent  commented. 


Rich  i\Aan,  Poor  i\Aan 

The  old  saw  about  the  rich  getting  richer 
isn  t  holding.  Between  1969  and  1977, 
while  U.S.  per  capita  income  was  climb- 
ing 91"^,  have-not  states  like  NYest  Vir- 
ginia, Wyoming  and  Mississippi  base 
been  scoring  the  big  gains,  and  high- 
income  states  like  New  York  have  been 
falling  behind.  This  is  the  major  conclu- 
sion of  a  new  report  by  the  Commerce 
Department  (which  confirms  earlier 
findings  b\'  the  Advisory  Commission  on 
Intergovernmental  Relations,  a  federalK 
financed  study  group).  The  reasons  cited 
are  the  boom  in  energ\'  and  tourism  in 
the  South  and  West  and  the  shift  of 
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Lanier  announces  No  Problem  typing. 


Want  to  get  your  work  back  faster  than 
iver  before?  No  Problem 

Want  to  add  or  delete  sentences  with- 
out waiting  for  the  entire  document 
[o  be  retyped?  No  Problem 

Want  a  typewriter  that  wont  become 
obsolete  when  new  technology  comes 
aut?  No  Problem 

Ordinary  typewriters  cannot  work 
without  paper. 

Yet,  paper  causes  more  communica- 
tions problems  for  today's  businessman 
than  perhaps  anything  else  in  the  office. 

Typing  on  a  TV  screen 

The  Lanier  No  Problem  Typewriter 
gives  you  a  better  way.  It  eliminates 
typing  rough  drafts  on  paper. 

Changes  and  corrections  are  made 
electronically  on  the  television  screen  by 
touching  a  button.  No  erasures.  No 
retyping.  Whole  paragraphs  can  be 
moved  with  the  touch  of  a  button.  And 


because  all  commands  are  made  in  plain 
English,  most  secretaries  can  master 
the  No  Problem  in  just  a  few  hours. 

No  Problem  dramatically  reduces 
turnaround  time.  The  new  mini-diskettes 
store  20-40  pages  on  a  single  disc,  and 
give  you  immediate  access  to  any  page. 

Print-out  in  30  seconds 

No  Problem's  high-speed  printer 
reproduces  exactly  what  you  see  on  the 
TV  screen  — at  the  incredible  rate  of  up 
to  540  words  per  minute! 

Protect  your  investment 

No  Problem  can  perform  many  dif- 
ferent typing  tasks  in  your  office,  simply 
by  inserting  Lanier's  interchangeable 
Smart  Discs. Word  processing.  Statis- 
tical typing.  Sorting.  And  more.  All  with 
the  one  basic  machine. 

Because  of  this  unique  feature.  No 
Problem  will  protect  your  investment 


from  becoming  obsolete  —  simply  by  add- 
ing new  functions  with  additional 
Smart  Discs. 


Lanier's  unique 
Smart  Discs 
use  the  same 
mmi-diskette 
medium  as  the 
storage  discs. 


The  No  Problem  demonstration 

Your  Lanier  representative  won't  waste 
your  time  with  a  canned  sales  pitch. 

We  have  a  demonstration  as  dramatic 
as  the  No  Problem  itself. 

Send  us  the  coupon  and  we'll  call 
immediately  to  set  up  an  appointment. 
Or  call  toll  free  (800)  241-1706. 

Except  in  Alaska  and  Hawaii.  In  Georgia, 
call  collect  (404)  .^2  1-1  244. 


The  No  Problem 
Electronic  Typewriter  from 


Want  to  see  the  Lanier  No  Problem  Electronic 
Typewriter  in  action':'  NO  PROBLEM. 

Send  us  the  information  below  and  a  I^anier 
representative  will  call  for  an  appointment. 

Name  


1  ille- 


_Phone_ 


I  irm  Name_ 
Address  


<  ily_ 


_Zip- 


What  kind  of  typing  or  word  processing  system 
are  you  using  now'.'  


Lanier  Business  Products,  Inc.  4  42SJ8 

1700  (  hantillv  Dr.  N.E..  Atlanta,  (ia.  30324 


Our  Oilwell 
Division  proves 

that  steel  and  oil 
mix  very  well. 


"Oilwell"  was  born  in  1862, 
soon  after  the  first  commercial  well 
was  developed  in  America.  For 
nearly  half  a  century  it's  been  a  part 
of  the  U.S.  Steel  family,  and  today  it's 
one  of  our  busiest  members. 

Through  this  division  we  directly 
serve  the  booming  energy  industry. 
Worldwide.  We  manufacture  a  broad 
range  of  machinery  and  equipment  for 
the  drilling  and  production  of  petroleum 
and  natural  gas. 

Oilwell  pumps,  for  example,  have  long 
been  regarded  as  reliable  workhorses  for 
drilling  and  production.  They  are  used  ex- 
tensively in  the  refining,  chemical  and  min- 
ing industries,  too. 

Based  on  our  long  experience  in  the"oil 
patch,"  we  also  offer  know-how  in  the  form  of 
engineering  and  maintenance  services.  Near 
major  drilling  and  producing  areas  of  the  United 
-  States,  Canada,  and  overseas,  you'll  find  Oilwell 
field  stores.  The  typical  store  stocks  about  6,000 
different  items— tools,  parts,  accessories— with 
another  15,000  available  on  order. 

The  development  of  new  reserves  of  energy  is 
critical  to  the  economic  health  of  the  whole 
Western  world.  Because  Oilwell  is  a  major  contrib- 
utor to  this  effort,  it  is  also  a  major  asset  of  U.S.  Steel. 

Experience. 

It's  one  of  our 
strengths. 


United  States  Steel,  600  Grant  St..  Pittsburgh,  Pa.  1 5230 
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Shown:  1979  Caprice  Sedan  in  Sitver  Classic  Custom  Two-Tone 


This  is  it,  America. 

Tt^is  is  the  car  more  people  buy 
today  than  any  other. 

The  new  generation  full-size  car 
loaded  with  advanced  technology  and 
proven  in  the  hands  of  more  than  a 
million  owners  during  its  first  Wjo  years 
on  the  market. 

And  as  you  can  see.  The  New 
Chevrolet  is  still  one  of  the  newest  new 
cars  around. 

Crisp.  Contemporary. 

Efficient  in  its  use  of  space,  materials 
and  fuel. 

More  efficient  with  space. 

!  '^e  New  Chevrolet  is  a  comfortable 
6-passenger  car  with  more  head  room 
and  more  rear-seat  leg  room  than  the 


1976  full-size  Chevrolet  it  replaced. 

It  also  has  more  usable  luggage 
space  in  the  trunk,  all  laid  out  for  easy 
loading  and  unloading. 

More  efficient  with  fuel. 

The  New  Chevrolet  is  more  efficient 
with  fuel  than  the  '76  full-size  Chevrolet. 

EPA  mileage  estimates  for  1979  are 
21  mpg  highway,  16citywith  the  available 
5.0  Litre  (305  Cu.  In.j  V8  and  automatic 
transmission.  Estimates  lower  in 
California. 

Your  mileage  will  vary  depending 
on  how  and  where  you  drive,  your  car's 
condition  and  available  equipment. 

(The  NewChevrolet  is  equipped  with 
GM-built  engines  produced  by  various 
divisions.  See  your  dealer  for  details.] 


More  reasons  to  buy. 

You'll  love  its  clean  and  classic  look, 
its  smooth  and  quiet  ride,  its  strong  and 
solid. Body  by  Fisher 

Automatic  transmission,  power 
steering,  power  brakes  and  radial  tires 
are  all  standard.  Choice  of  Sedan, 
Coupe  or  Wagon. 

It  all  adds  up  to  what  we  call 
"deep-down  Chevy  value" 

Talk  to  your  Chevrolet  dealer  soon 
about  buying  or  leasing  a  1979  Caprice 
or  Impola,  also  known  as  "The  New 
Chevrolet;'  It's  the  car  America  has 
driven  to  the  top. 
Enthusiastically. 
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population  and  jobs  from  New  England 
and  the  North  to  the  Sunbelt.  With  the 
U.S.  average  income  at  $7,019,  Alaska's 
wildly  inflated  economy  is  first,  with 
$10,586.  California  is  tops  in  the  "lower 
48"  with  $7,911  but  Wyoming  is  now 
third  at  $7,562,  while  New  York,  with 
$7,.537,  has  slipped  to  12th.  Connecticut 
is  upholding  the  honor  of  the  once-proud 
Northeast,  standing  second,  with  $8,061 
in  per  capita  income. 

A  Legal  Scream 

Insurance  company  claims  that  those 
now-routine  multimillion-dollar  awards 
in  damage  suits  are  responsible  for  soar- 
ing premiums  will  be  the  target  of  a 
counterattack  in  Texas  next  year.  The 
state  s  trial  lawyers  (who,  of  course,  wax 
fat  off  the  suits)  charge  that  the  accusa- 
tions are  an  insult — !! — to  their  profes- 
sion. When  the  legislature  meets  in  Aus- 
tin next  January  for  its  biennial  session, 
the  Texas  Trial  Lawyers  Association  will 
be  pushing  a  bill  designed  to  limit  re- 
serves insurers  carrv  against  such  things 
as  malpractice  and  product-liability 
suits.  Pumping  up  these  reserves,  the 
lawyers  claim,  is  the  real  reason  for  sky- 
high  premiums.  By  increasing  them, 
they  argue,  an  insurer  can  make  lines  of 
insurance  appear  unprofitable,  thus  cre- 
ating an  argument  to  persuade  state  reg- 
ulators to  allow  higher  rates.  What  the 
lawyers  don  t  explain  is  how  the  insur- 
ance companies  are  going  to  meet  the 
constantly  rising  costs  of  jury  awards 
without  getting  those  higher  rates. 

Budget  Preview 

The  private  view  in  the  Democratic 
White  House  is  that  the  1980  federal 
budget,  which  President  Carter  will  un- 
wrap next  January,  will  be  the  "most 
Republican  in  30  years.  Some  Adminis- 
tration budget  experts  even  say  the  1980 
outlay  may  be  smaller,  in  real  dollars, 
than  fiscal  1979's,  now  estimated  at  just 
over  $490  billion.  "It  will  be  very  tight," 
was  how  James  T.  Mclntyre  Ji. ,  director 
of  the  Office  of  Management  &  Budget, 
put  it.  "The  spending  total,  he  says,  "'will 
reflect  littl^  or  no  real  growth.  '  That,  of 
course,  is  before  the  bureaucratic  brass 
and  its  powerful  friends  in  Congress  and 
among  special-interest  groups  go  to  work. 
(That  will  be  in  December,  when  the  final 
decisions  for  the  next  budget  will  have  to 
be  made.)  The  last  sizable  federal  surplus 
was  $12  billion  in  1948.  The  government 
has  had  deficits  in  25  of  the  30  years  since; 
the  one  for  fiscal  1979  is  expected  to  run 
about  $38  billion,  ■ 


HERMES  808 

The  Electric  with  more 
on  the  ball 

Swiss  quality  and  a  host  of  outstanding  features  make 
this  the  choice  of  P^op'®  ^^^^^^^^  who  know  typewriters 


The  moment  you 
insert  a  sheet  of  pape 
into  the  Hermes  808  single 
element  typewriter,  you'll 
know  you're  in  the  hands  of  a 
very  special  machine.  Be- 
cause no  paper  adjustment  is 
necessary  —  not  even  the 
slightest.  The  electric  inser- 
tion mechanism  adjusts  the 
paper  for  you,  automatically. 

Then,  if  you  make  a  mistake 
while  typing,  the  highly  ad- 
vanced correcting  system  lets 
you  fix  it  in  an  instant,  and 
without  a  trace. 

These  two  remarkable  fea- 
tures are  only  the  beginning. 
From  its  eye-appealing  de- 
sign to  its  wide  range  of  inter- 
changeable type  styles,  the 
Swiss-made  Hermes  808  is 
the  most  advanced  machine 
of  its  kind  in  the  world  today.  A 
typewriter  that  is  sure  to  be 


^'^(^^^^j  widely  imitated  in 
r  V;-^r93^^  the  years  to  come. 

The  Hermes  808  has  far 
too  many  features  to  go  into 
here.  So  we  invite  you  to  send 
for  our  full  color  brochure.  It 
will  give  you  a  standard  of  ex- 
cellence by  which  to  judge  all 
other  typewriters. 


HERMES 


HERMES  PRODUCTS  INC. 

1900  Lower  Road,  Linden,  N.J.  07036 

Please  send  me  more  detailed  information  on 
the  remarkable  Hermes  808  I'd  also  like  to 
know  the  name  and  address  of  the  Hermes 
dealers  nearest  me. 


NAME 


TITLE. 


COMPANY. 


ADDRESS. 


CITY. 


STATE. 
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Finding  new  reserves  of  coal. 
Routing 1,300  miles  of  liquid  fuels. 
Serving  the  Midwest  with  natural  gas. 


We're  The  Northerners,  An  energy 
company  that's  making  things  happen. 

Northern's  Coal  Group  is  tapping 
new  reserves.  Millions  of  tons  of  low- 
sulfur  coal  in  Colorado.  All  to  fire  up 
America's  industry  and  power  plants. 

From  our  sophisticated  computer 
control  center,  dispatchers  in  our 
Liquid  Fuels  Group  route  the  full  range 
of  natural  gas  liquids  (propane,  ethane, 
iso  and  normal  butane  and  natural 
gasoline)  through  our  1,300-mile  pipe- 
line, A  record  49.5  million  barrels 
were  piped  last  year  to  propane 
terminals,  syngas  plants,  refineries 
and  petrochemical  plants.  From 
Kansas  to  upper  Midwest  markets, 
including  the  Chicago  area. 

In  the  Midwest,  Northern's  Peoples 
Natural  Gas  serves  266,000  customers 
in  320  communities  in  eight  states. 
We're  also  helping  conserve  residen- 
tial and  commercial  heat  loss  by  detect- 
ing it  with  infrared  aerial  photography 

Watch  The  Northerners.  Nine 
thousand  men  and  women  strong. 
Northern  Natural  Gas  Company.  An 
energy  company  that's  making 
things  happen. 


orthern 


Natural  Gas,  Liquid  Fuels,  Petrochemicals,  Exploration,  Coal 


Natural 
Gas 


The  moment  of  truth, 


Our  policyholders  can  report  a  prop- 
erty loss  with  confidence.  Because  our 
underwriting  goal  is  to  "settle  a  claim" 
before  the  loss  occurs. 

We  do  this  by  carefully  reviewing 
property  risks  before  we  accept  them, 
by  emphasizing  proper  valuation  and, 
in  many  cases,  by  providing  loss  pre- 
vention counseling. 

At  Chubb,  we  can  act  on  property 
claims  promptly.  Because  the  moment 
of  truth  is  the  moment  we've  prepared 
for  from  the  start. 


CHUBB 


Group  of  Insurance  Companies  ? 

ICQ  William  Street,  New  York,  N.Y.  10038  ^ 


LOOK  TO 
FLORIDA 

as  the  site  for  your 
regional,  corporate 
or  administrative 
headquarters 


Many  others  have,  and 
for  very  good  reasons' 

•  Highly  skilled  labor 
pool 

•  Sophisticated 
multi-faceted 
transportation  and 
communications 
systems 

•  Excellent  educational 
facilities 

•  Ready  air  access  to 
Europe  and  Latin 
America 

•  Positive  pro- business 
attitude 

•  The  Sunshine  State's 
climate  and  living 
conditions 

•  Availability  of  suitable 
executive  housing 

A  completed  fact-finding 
study  IS  available  outlining 
the  major  considerations 
for  bringing  your  company 
to  Florida. 

To  get  your  copy,  write  or  call: 

Division  of  Economic  Development 
Florida  Department  of  Commerce 
107  W.  Gaines  Street.  Room  773H 
Tallahassee,  Florida  32304 
(904)  488-5507 


FlilllKIMI 

THE  PLACE  TO  BE 


Follow-through 


Flying  High 


"A  true  contrarian  would  look  at  the 
airlines  today,"  Forbes  eoinnicnted  a 
year  agofDt'c.  1 ,  1977),  a  time  when  the 
true.st  contrarian  on  Wall  Street  needed 
courage  to  follow  such  advice.  Most  air- 
line stocks  were  as  close  to  zero  altitude 
as  they  could  get  without  crashing,  with 
six  of  ten  major  carriers  selling  below  SIO 
a  share  and  most  of  their  price/earnings 
ratios  hovering  around  five  or  si.x. 

Breaking  formation  with  the  airline 
bears,  however,  would  have  paid  off  hand- 
somely. During  the  past  year,  market 
prices  of  these  airline  stocks  have  zoomed 
an  average  72%.  National  Airlines  jumped 
137%,  moving  from  im  to  27,  with  a  1978 
high  of  40.  American  Airlines  climbed 
from  9%  to  14,  a  51%  increase;  Northwest, 
21  last  December,  moved  up  33%  to  28. 
Delta  went  from  35  to  45,  Continental 
from  7%  to  11%,  Braniff  from  8  to  13Vh. 
TWA  scored  a  132%  gain,  from  8%  to  20 
and  UAL,  the  largest  carrier  of  all,  regis- 
tered an  86%  jump  to  33.  Pan  Am  and 
Eastern,  both  around  5  last  winter,  made 
it  to  7V4  and  10%  respectively. 

Bert  Fingerhut,  who  is  Oppenhenner 
&  Co.  s  airline  specialist  and  just  about 
the  only  "contrarian"  Forbes  could  find 
a  \ear  ago,  is  still  bullish.  Last  June 
Fingerhut  projected  net  income  for  the 
industry  at  better  than  $800  million  for 
1978  (r.s.  S611  million  the  year  before) 
and  a  little  less  than  S900  million  for 
1979.  He  is  sticking  b\'  those  numbers. 
With  his  still-optimistic  outlook,  Finger- 
hut continues  to  qualify  as  a  true  con- 
trarian: The  consensus  of  Wall  Street 
analysts  (p.  125)  is  for  lower  airline 
profits  in  1979. 

Gone,  But  Not  Forgotten 

"Penn-Dixie  Industries  ma\  look  like  a 
slum,  Forbes  commented  two  years 
ago  (June  15,  1976),  "but  to  Jerry  Castle, 
it  s  Fat  City,  U.S.A."  Armed  with  charm 
and  brass,  we  reported,  Jerome  Castle 
had  taken  over  the  old  cement  company 
nine  years  before,  at  age  32.  and  prompt- 
ly tunied  it  into  his  personal  sandbox.  By 
1976,  its  stock  s  market  value  had  been 
halved,  its  debts  had  soared,  profits  had 
withered.  In  1968  Castles  income, 
$761,000  in  cash  and  stock,  ranked  just 
behind  what  ITT  was  paying  its  then- 
chairman,  Harold  Geneen.  Castle's 
perks  were  equally  regal — a  company 
jet,  six-figure  loans  at  giveaway  interest 
rates,  lavish  offices  (his  capital-starved 
company  paid  $1  million  to  decorate). 

All  that  came  to  an  end  in  May  1977 
when  Castle  was  fired  as  chairman  and 


chief  executive  and,  six  months  later, 
was  out  as  a  director.  This  October,  he 
was  haled  into  federal  court  on  charges  of 
defrauding  Penn-Dixie  by  scheming  to 
have  it  lay  out  $5.9  million  in  1973  for 
5,500  acres  of  Florida  swampland. 

Even  before  the  1977  debacle  in  the 
boardroom,  troubles  were  piling  up. 
After  Penn-Dixie  failed  to  meet  the 
New  York  Stock  Exchange's  deadline 
for  its  annual  report  and  Form  lOK, 
trading  in  its  shares  was  suspended.  (It 
still  is,  at  least  on  the  Big  Board.)  And 
months  before  that,  the  Securities  & 
Exchange  Commission  had  complained 
about  the  Florida  land  deal  and  about 
Castle's  efforts  to  take  over  another 
public  company. 

The  SEC  problem  was  solved  by  a 
consent  decree  in  July  1977,  but  even 
though  Castle  had  left  the  throne  room, 
his  presence  lingered.  The  board  up  to 
then  had  looked,  and  obviously  func- 
tioned, like  a  private  army.  One  director 
was  Castle  s  first  wife,  June.  Two  others 
were  Castle  lieutenants:  his  boyhood 
chum,  Harvey  Kushner;  Alfonso  J.  (Doc) 
Marcelle,  who  had  arrived  early  in  Cas- 
tle s  tenure  and  ran  the  firm's  construc- 
tion activities.  Another  was  Penn-Dixie  s 
onetime  financial  vice  president,  James 
C.  Jacobsen,  then  (and  now)  in  a  similar 
post  with  Kellwood  Co.,  the  apparel 
manufacturer. 

After  Castle  left,  things  began  to 
change,  but  gradually.  By  May  1978  a 
lOK  had  been  finally  accepted  by  the 
SEC.  At  the  commissions  direction, 
new  outside  directors  began  to  arrive. 
After  much  palaver,  June  Castle  re- 
signed. After  more  negotiations,  Jacob- 
sen  also  quit.  Today,  seven  of  the  eight 
Penn-Dixie  directors  are  outsiders  (the 
last  arriving  this  month).  During  the  past 
y  ear,  Penn- Dixie  has  also  recruited  new 
outside  auditors,  new  pension  advisers, 
new  investment  bankers  and  new  law- 
yers. The  last  sweep  of  the  broom  came 
the  week  Castle  was  arraigned,  when  his 
friend  Kushner  was  suddenly  relieved  of 
his  acting  chief  executive  s  role,  lea\  ing 
him  an  executive  vice  president,  but 
without  portfolio. 

So  Jen-y  Castle  is  out  of  sight  and.  if 
convicted  on  the  fraud  charges,  faces  a 
possible  15-year  sentence.  But  he  is 
hardly  out  of  mind.  The  ousted  chairman 
still  owns  almost  293,000  shares  of  Penn- 
Dixie  common — 5.4%  of  the  total — plus 
a  bundle  of  preferred.  Sitting  in  his  old 
chair  facing  all  those  new  outside  direc- 
tors is  Doc  Marcelle,  a  trusted  subordi- 
nate for  a  decade.  And  outside  the 
boardroom,  but  just  down  the  hall,  is  old 
budd\  Harvev  Kushner.  ■ 
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It  could  save  you 


FLEET  LEASING 
OR  PAYING 
SALESMEN'S 
MILEAGE? 

Which  one  can  pave 
the  way  to  bigger 
profits .  .  .  for  you? 


110<:  a  mile.  And  its  free 


Our  new  booklet  answers  a  lot  of  important  questions.  For  i 
instance,  how  you  may  be  able  to  saye  as  much  as  $500  a  year  : 
per  car.  (At  that  rate,  you  could  save  well  over  1 10c  a  mile  with  ; 
a  fleet  of  even  30  or  40  cars.)  What  else  is  included? 

1)  A  few  ways  your  salesmen  may  be  able  to  make  more  calls. , 
sales,  and  profits  — for  themselves  and  for  you. 

2)  How  you  could  improve  your  salesmen's  morale  and  your 
company's  image. 

3)  Several  ways  that  independent  experts  in  fleet  management 
can  take  care  of  your  fleet  administrative  work  at  little  or 
no  cost  to  you.  , 

And  that's  just  the  first  four  pages. 

For  the  complete  brochure,  simply  send  in  the  coupon.  An 
investment  of  a  few  cents  for  a  postage  stamp  could  save  you 
over  1 10c  a  mile. 

WHEELStm 

6200  N.  Western  Ave.,  Chicago,  Illinois  60659 
Leasing  Chevrolets  and  other  fine  cars  and  trucks  since  1939 
Serving  aver  500  of  America's  leading  corporations 


WHEELS  inc.  and  assoi 
6200  N.  Western  Ave.,  i 


TWOCHBRSroR 

THE  IHERSniES! 


The  interstates  are  great.  But  they're 
not  finished! 

For  years  and  years  motorists  and 
truckers  have  been  paying  out  billions 
of  dollars  in  taxes  to  build  the 
interstate  system. 


Motorists  (about  80  percent  of  all 
vehicles  on  the  roads)  pay  about  60 
percent  of  all  tax  dollars  for  the 
interstates. 

Trucks  and  buses  (about  20  percent  of 
all  vehicles  on  the  roads)  pay 
about  40  percent  of  all  tax  dollars 
for  the  system. 

Surely  this  kind  of  support  by  both 
motorists  and  truckers  throughout  the 
years  deserves  an  all-out  effort  to 
finish  the  interstates. 

Let's  make  it  three  cheers.  Soon! 

Great  Dane  Trailers 


SAVANNAH,  GEORGIA 

^1  Compani/ 


Whatever  your  company  does, 
it  can  do  it  better  on  Long  Island. 


inding  the  ideal  mix  for  your  new  plant  or  branch 
fflce  isn't  easy.  But  choosing  Long  Island  will 
robably  bring  you  closer  to  the  right  blend  for  busi- 
ess  success  than  anywhere  else  in  the  country, 
i  Long  Island  is  the  9th  largest  Standard  Metropolitan 
tatistical  Area  in  the  nation,  ranking  between  Boston 
nd  Dallas.  It's  also  the  4th  largest  retail  market, 
'ith  a  2.8  million  population, 
in  no  other  area  will  you  get  the  combination  of 
<ills  found  among  Long  Islanders.  They're 
articularly  suited  to  high  technology,  service, 
idustriesand  light  manufacturing.  You'll  find  scientists, 
ngineers,  machinists,  technicians,  administrators, 
lecretaries  and  blue  collar  workers.  These  same 
People  built  the  LEM  moon-landing  module.  They're 
i  ow  pioneering  in  electronics  with  MOS  technology, 
hey  are  also  leading  the  way  in  banking  and 
isurance. 

Transportation,  too,  is  unlike  anywhere  else. 
aGuardia,  MacArthur  and  Kennedy  International 
irports  are  mere  minutes  away. 
0  is  one  of  the  world's  <^r'~^^. 


biggest  seaports,  and  the  country's  largest  truck 
and  rail  staging  centers. 

You  also  have  quick  access  to  New  York  City, 
America's  financial,  business  and  entertainment 
capital. 

As  for  lifestyle,  you  enjoy  all  the  pleasures  of  island 
living.  Fishing.  Sailing.  Golf.  Tennis.  Plus  1,000  miles 
of  beautiful  white  sand  beaches.  An  environment 
that  has  attracted  the  nation's  wealthy  for  decades — 
and  still  does. 

Your  family  is  also  a  chip-shot  from  over  a  dozen 
colleges  and  universities — many  with  graduate 
programs  oriented  to  increasing  technical,  business 
and  computer  science  skills. 

Small  wonder  over  31 ,000  companies  are  making 
it  on  Long  Island. 

For  a  packet  of  facts  on  why  you  should,  too,  write 
Area  Development  Division  Manager,  Long  Island 
Lighting  Company,  4175  Veterans  Highway  at 
MacArthur  Aiiport,  Ronkonkoma,  N.Y.  11779.  Or  call 
(516)  585-4488.  You'll  do  better  on  Long  Island. 


BUSINESS.  DO  IT  ON  LONG  ISLAND. 


SHEEPSKIN  THAT 
LASTS  FOREVER 

Precisely  reproduced  on  satin- 
finish  stainless  steel,  a  college 
diploma,  a  certificate,  photo- 
graph or  any  other  document 
will  last  virtually  forever. 
Lettering  and  illustrations  are 
fused  to  the  solid  stainless 
steel  .  .  .  impervious  to  mois- 
ture, aging,  and  sunlight.  A 
quick  wipe  with  a  damp  cloth 
maintains  its  elegant  luster. 
For  our  other  distinctive,  en- 
during gift  ideas,  see  your 
jeweler  or  stationer,  or  write 
for  descriptive  pamphlet. 

THE  MASSILLON  PLAQUE  CO. 

DEPT.F-118.  630  N.  ERIE  ST., 
MASSILLON.  OHIO  44646 

TELEPHONE  (216)  833-8541 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


.J 


Readers  Say 


They  Love  American  Things 

SiR;  You  liavc"  been  sold  a  bill  of  j^oods 
about  the  Japanese  soeiet\  when  you 
state,  "Tliis  society  doi-sn  t  like  foreign 
goods  ("Why  Floating,  Exchange  Rates 
Aren  't  Doing  Their  Job,  "  Oct.  2). 

The  Japanese  people  actually  have  an 
insatiable  appetite  for  foreign  goods  and 
ideas.  Witness  their  move  from  a  feudal 
to  an  industrial  societ%'  in  little  more  than 
100  years. 

It  is  the  Japanese  government, 
through  imposition  of  prohibitive  import 
tariffs,  which  so  curbs  this  appetite  as  to 
make  it  appear  virtually  invisible  to  the 
outside  world.  A  stroll  down  the  Ginza 
shows  otherwise,  however. 

— Gary  E.  Ball 
Spring  Valley,  Calif. 

Gold  As  A  Black  Whip 

Sir:  Comparing  Japan's  $30  billion 
budget  surplus  with  our  $51  billion  defi- 
cit for  1977  (Fact  and  Comment,  Oct.  2) 
is  irrelevant  in  showing  how  gold,  or  the 
lack  of  it,  affects  a  nation's  spending. 

The  point  is  that  gold  forces  a  govern- 
ment to  discipline  itself  in  spending  tax- 
payers money.  As  the  governor  on  the 
carburetor  of  a  motor  vehicle  restricts 
the  speed  of  said  vehicle,  so  gold  acts  as  a 
governor  on  the  amount  of  money  a  gov- 
ernment can  spend. 

Japan  has  the  discipline  to  keep  its 
money  creation  under  control.  The  U.S., 
on  the  other  hand,  has  proven  it  cannot 
behave  without  the  firm  hand  of  the 
disciplinarian — gold. 

— Joseph  Stumph  Jr. 
Taylorsville ,  Utah 

Up  To  Date  In  Omaha 

SiR:  The  article  discussing  condomin- 
iums and  cooperatives  (Sept.  4)  quotes 
an  unnamed  broker  as  saying,  "Condo- 
minium? They  can't  even  spell  it  in 
Omaha.'  Your  article  spelled  it  "condo- 
miums  in  the  second  paragraph.  The 
condominium  program  is  alive  and  well 
in  Omaha  and  has  been  booming  for 
more  than  ten  years. 

— Keith  Carter 
Erxecutive  Vice  President, 
Greater  Omaha  Chamber  of  Commerce 
Omaha,  Neb. 

We  Will  Be  Prepared 

SiR:  The  < (notation  attributed  to  me  ("I 
have  no  plans  to  retire.  I  ll  fight  em.  1  11 
set  up  a  bazooka  patrol,  but  I  m  leaving 
feet  first.  )  in  your  article  on  successors 
suggests  that  no  effort  at  all  is  being 
made  to  choose  a  successor,  and  that  is 
not  correct.  The  quote  was  a  reference  to 
m\  physical  condition  and  my  continuing 


active  role.  We  have  several  options 
open  to  us  and  will  be  prepared  for  that 
eventuality  when  it  comes. 

— Charles  Wohlstett<^ 
Chairman, 
Continental  Telephone  Corp. 

New  York,  N.Y. 

Astonishing 

SiR:  You  conclude  in  "The  Ersatz 
Limited"  (Oct.  16)  that  Amtrak's  skeletal 
route  structure  should  be  further  slashed 
because  its  trains  lose  money.  Since  pas- 
senger trains  run  in  the  red  in  every 
country  in  the  world,  it  would  be  aston- 
ishing if  Amtrak  were  in  the  black. 

It  is  e(}ually  astonishing  that  FORBF..S 
apparently  feels  that  the  U.S.  alone 
among  major  nations  cannot  afford  rail 
passenger  service. 

— F.  Barry  Nelson 
Cold  Spring  Harbor,  N.  Y. 

See  Other  Comments  (p.  38) — Ed. 

Title  Insurers  Racketeers? 

SiR:  If  you  want  to  do  a  story  on 
rackets,  do  one  on  title  insurers.  They 
are  forcing  attorneys  out  of  the  real  es- 
tate market,  except  for  commercial 
deals.  I  am  sick  of  journalists  attacking 
lawyers.  Jack  Anderson  and  Les  Whitten 
(Other  Comments,  Oct.  16)  blame  law- 
yers that  "It  costs  a  small  fortune  to  clear 
the  title  for  a  home  purchase.  The  main 
cost  in  clearing  a  house  title  goes  to  the 
lender  who  gets  one  to  three  points  (1%- 
3%)  of  a  deal  and  then  requires  title 
insurance  to  protect  its  investment. 

— Peter  F.  Geraci 
Attorney-at-Laic 
Chicago.  III. 

Demand  Begets  Supply 

SiR:  Re  Chief  Justice  Burger  s  com- 
ments (Other  Comments,  Oct.  16)  that 
lawyers  are  entangling  the  populace  in 
litigaton.  Clients  today  want  to  sue  for 
even,  real  and  fancied  injustice  or  in- 
equality and  are  less  willing  than  the\ 
ever  were  to  settle  on  reasonable  terms. 
Contrary  to  Justice  Burger's  remarks, 
most  lawyers  do  not  foment  litigation. 
When  the  public  ceases  demanding 
more  lawyers,  there  will  be  fewer  of 
them.  When  the  public  ceases  demand- 
ing litigation,  there  will  be  less  litigation. 

—Allan  B.  Wheeler 
Attorney-at-Law 
Milwaukee.  Wis. 

Pertinent  Paraphrase 

SiR:  In  Fact  and  Comment  (Oct.  2),  a 
federal  judge  is  quoted  as  saying  of  CIA 
agents  who  go  out  and  write  books:  "If  all 
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is  fleedng,  there's  a  reas^ 
id  been  in  the  limdight  "^ 
lllfor  almost  100  years. 


CIA  agents  are  allowed  to  tell  whatever 
they  want  to  tell  whenever  they  want  to 
tell  it  to  whomever  they  want  to  tell  it, 
then  the  CIA  isn't  going  to  get  much 
information." 

Consider  recent  court  rulings  that 
newsmen's  notes  and  offices  are  not  siife 
from  authorities  searches,  then  para- 
phrase: If  all  newsmen  are  required  to 
tell  whatever  a  judge  wants  them  to  tell 
whenever  he  wants  them  to  tell  it  to 
whomever  he  wants  to  tell  it,  then  news- 
men wofi  t  get  much  information. 

— William  C.  Trcon 
Lcikewood,  Ohio 


No  DC- 10 

SiR:  The  Pan  American  plane  depicted 
on  your  cover  (Oct.  16)  is  a  DC-10  and 
Pan  Am  has  no  such  aircraft. 

— Henry  J.  Oechler  Jr. 
Neiv  York,  N.  Y. 


Artistic  lice n sc ? —  E D . 


Bad  Model 

SiR:  Re  MSF  Jr.'s  column  "Look  At 
What  s  Happening  In  Puerto  Rico  (Oct. 
2).  Puerto  Rico  is  not  the  model  to  use 
for  the  premise  that  tax  reduction  should 
be  the  primarv  stimulus  to  economic 
growth  in  the  U.S. 

Puerto  Rico  can  afford  to  reduce  gen- 
eral taxes  because  of  the  enormous  sums 
of  federal  money  that  are  made  available 
annually  to  replace  revenues  lost  to  tax 
cuts,  inflation  and  stagnation  in  the  pri- 
vate sector.  The  5%  economic  growth  is 
due  largely  to  increases  in  federal 
grants,  direct  aid,  welfare  and  transfer 
payments. 

As  a  state,  Puerto  Rico  would  become 
a  ward  of  the  federal  government,  a  kind 
of  endless,  vvinless  economic  Vietnam. 

— William  A.  Colon 
Cliffsidc  Park.  N.J. 

Customer  Reactions 

SiK;  Re  your  critical  comments  about 
Holiday  Inns  (Fact  and  Comment,  Oct. 
16).  My  wife  and  I  have  experienced 
many  instances  of  run  down  rooms  at 
run  up  prices  in  recent  years  at  Holi- 
day Inns. 

— T.  Woody  Evans 
Roanoke,  Va. 

SiR:  With  the  possible  exception  of 
one  stay  at  one  Holiday  Inn,  we  have  not 
been  "surprised.  '  It  would  be  interest- 
ing to  know  it  your  comment  was  as  well 
thought  out  as  most  of  the  material  in 
Forbes  or  just  an  off-the-cu8  remark  to 
fill  up  space. 

— John  B.  Hoyt 
Rochester,  N  Y. 
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25  years  ago  many  people  didn't  know 
farmers  would  be  able  to  produce 
more  food  on  less  land. 

But  Grace  knew. 


Not  long  ago,  many  people  thought 
our  population  would  soon  outstrip 
our  ability  to  feed  it. 

But  what  many  regarded  as  a  serious 
problem,  Grace  viewed  as  an 
unusual  opportunity. 

Recognizing  the  need  to  produce 
more  food  on  less  land,  Grace 
turned  its  attention  to  chemical 
fertilizers.  These  soil-enriching 
chemicals  can  dramatically 
increase  crop  yields.  And  because 
these  fertilizers  replace  the  nutrients 
food  crops  take  out  of  the  soil,  they 
decrease  the  need  for  crop  rotation. 

Looking  ahead,  Grace  amassed 
300  million  tons  of  phosphate  rock 
reserves,  enough  to  supply  its 
customers  with  phosphate  fertilizers 
for  the  next  fifty  years.  Of  course, 
we  can't  always  predict  what  the 
world  will  need  next.  But  we 


do  think  our  average  is  good. 

Chemicals  — for  agriculture,  industry, 
and  packaging  —  are  only  one  part  of 
W.  R.  Grace  &  Co.  In  fact,  Grace  is  a 
$4  billion  company  with  interests  in 
chemicals,  natural  resources  and 
consumer  businesses. 

Since  1968,  ten  years  ago,  the 
company's  net  income  has  grown  by 
an  average  of  15%  annually,  and 
shareholders  have  been  receiving 
cash  dividends  for  44  consecutive 
years.  And  it's  our  goal  to  continue 
this  performance. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
W.  R.  Grace  &  Co. ,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  N.Y  10036,  Dept.  FB-4. 

One  step  ahead  of  a 
changing  world. 


GRAGE 

chemicals  •  natural  resources  •  consumer  products 


Join  the  waste  watchers 
and  see  how  much  more 
your  paper  dollars  can  buy. 


More  for  your  money. 
Fort  Howard  has  more  ways  for  you 
to  get  more  for  your  money.  Like  our 
new  700-foot  roll  towel.  You  get 
more  hand-dries  and  less  chance 
of  run-out. 

Or  our  1800-sheet  roll  of  Billow" 
tissue.  Because  it's  longer  than  the 
standard  1000-sheet  roll,  it  doesn't 
have  to  be  changed  as  often,  so  your 
maintenance  man  makes  fewer  trips. 

Either  way,  your  maintenance 
dollars  buy  more  productivity. 


More  paper,  too. 
Your  maintenance  man  may  be 
throwing  away  up  to  25%  of  your 
paper  dollars  in  stub  roll  leftovers 
when  he  refills  the  cabinet.  Now 
the  Commander  I "  cabinet  lets  you 
load  a  new  roll  towel  that  won't  start 
feeding  until  the  old  roll  runs  out. 

Be  a  waste  watcher. 
Call  your  Fort  Howard  distributor 
and  become  a  waste  watche. 
Before  another  dollar 
slips  away. 


crier. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  ■ 


The  Waste  Watchers. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THAT  STOCK  PLUNGE 

when  the  stock  market  plummeted  22  points  on  the  Dow  a 
couple  of  weeks  ago — the  biggest  one-day  drop  in  four  years — 
and  continued  down  for  a  record  weekly  decline  in  points,  it 
was  triggered  by  two  facts  that  should  have  produced  exactly 
the  opposite  result. 

The  Federal  Reserve  raised  interest  rates;  and  the  dollar 
dropped  even  further  in  relation  to  the  mark,  yen,  franc, 
pound  and  you-name-it. 

I  thought  Iff  all  thought  that  seriously  mounting  inflation 
was  the  direst  threat  our  present  bountiful  prosperity  faces. 
One  key  component  of  inflation  is  our  soaring  supply  of  dollars, 
and  very  certainly  a  higher  rate  of  interest  is  a  must  to  help 
staunch  this  hemorrhage.  The  dollar  s  drop  abroad  that  day  was 
not  because  of  the  increased  interest  rate  in  the  U.S.,  but 
because  the  bullet  hadn't  been  bitten  hard  enough. 

The  soundest  thing  that  can  happen  to  stock  prices  is  a 
declining,  not  climbing,  inflation  rate.  The  Feds  and  Mr. 
Miller  should  stop  waffling  and  crack  down  harder. 


—WHAT  FOOLISHNESS 

More  corporations  than  not  have  more  cash  than  they  need, 
and  it's  time  they  stopped  playing  bankers  and  got  back  to 
using  their  money  to  build  and  to  run  their  businesses. 

The  reduction  in  the  capital  gains  ta.x  will  bring  money  out  of 
the  mattresses  and  out  of  the  woodwork  and  out  of  "safe " 
havens  and  into  equities  at  a  surprising  rate.  Companies  that 
are  going  somewhere  can  go  to  the  equity  market  and  get  a 
decent  price  for  their  shares  if  they  need  more  capital. 

The  greatest  danger  to  the  economy  in  the  months  ahead  is 
not  recession.  It's  the  threat  of  a  takeoff  boom  on  top  of  present 
prosperity  that  could  send  inflation  beyond  even  the  threat- 
ened 10%  rate. 

Any  and  every  meaningful  move  to  keep  the  dollar  from  ever 
greater  evaporation  should  send  the  spirits  of  our  corporate 
executives,  as  well  as  the  citizenry  of  our  main  streets  and  Wall 
Street,  up — not  down.  The  market's  nervous  Nellies  ought  to 
get  a  grip  on  themselves  and  use  their  heads  before  they  lose 
them,  along  with  their  money. 


IF  YOU  WANNA  MAKE  MONEY  PLAYING  THE  MONEY  GAME 

it's  about  time  to  go  short  on  Swiss  francs  and  long  on  U.S.  and  businesses  and  property  like  mad. 

dollars.  Only  it  wouldn't  be  mad. 

If  I  were  a  foreign  individual  or  bank  or  business  with  a  It  would  be  most  wise,  because  this  cornucopia  Buck 

lot  of  American  bucks,  I  would  be  over  here  buying  goods  Bargainland  ain  t  gonna  stay  so  cheap  very  much  longer. 

DIRECTORS  SHOULD  KICK  IN  THE  PANTS  CEOs 

The  U.S. — both  the  government  and  our  business  communi- 
ty— used  to  account  for  two-thirds  of  the  world's  expenditures 
on  research  and  development. 
Now  it  s  down  to  one-third. 

Inventiveness,  innovativeness,  meeting  and  surmounting 
technological  challenges  have  been  our  meat  and  potatoes  for 
two  centuries. 

Americans  haven't  changed  and  that  situation  hasn't 
changed.  What  s  needed  is  a  change  of  gutless  managements 
who  are  shortchanging  R&D. 

That's  where  directors  can  step  in  and  take  a  look. 


who,  in  the  past  two  or  three  years,  have  cut  back  on 
research  and  development  expenditures. 

That's  a  stupid,  costly  way  for  a  quick  fix  on  quarterly  and 
annual  bottom  lines.  It  s  the  bottom  in  management  savvy. 

Sure,  there  are  myriad  excuses  for  such  action — stultifying 
governmental  interference  when  federal  money  is  involved, 
the  heretofore  high  capital  gains  tax,  etc.  But  the  main 
motivation  seems  to  be  "cauti.)n,  '  which  is  better  spelled 
"cowardice,  by  managements  who  are  reluctant  to  risk 
investing  in  a  future  whose  benefits  they  may  personally  not 
be  around  to  reap. 
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RCA' 8  DIRECTORS  DON'T  NEED 


to  do  the  checkup  just  recommended  (on  the  pre- 
vious page)  for  some  other  boards. 

You  may  recall  what  Ed  Griffiths  told  FORBKS 
(Jan.  1, 1977,  p.  28)  when  he  took  over  at  RCA  after 
predecessor  Anthony  Conrad's  dismaying,  sudden 
departure  for  failure  to  file  personal  income  tax 
returns.  Said  Griffiths:  "Judge  RCA  from  now  on  by 
its  quarterly  reports. 

At  a  recent  fbllow-up  luncheon  with  him,  I  asked 
if  some  of  these  ever-improving  RCA  earnings  were  not  at  the 
price  of  pulling  in  their  horns  on  the  famed  Sanioff  (father  and 


son)  policy  of  spending  most  plentifully  for  research 
and  development  even  though  the  prospect  of 
payout  and  payoff  might  seem  far  down  the  road. 

Griffiths  replied:  "I  took  over  in  September 
1976.  In  1976  RCA  spent  $112  million  in  fimding 
our  own  research  (not  counting  research  conducted 
by  us  but  funded  by  the  government  and  other 
customers).  The  comparable  figure  this  year  will  be 
$136  million,  an  increase  of  21%.  This  will  be 
substantially  more  than  RCA  has  ever  invested  in  any  year  in 
its  own  research.  " 


PEOPLE  WHO  KNOCK  NEW  YORK 

do  it  from  ignorance — or  are  ignorant. 

Manhattan  is  the  most  vibrantly  vital  island  in  the  world. 


iVo.  Three  in  a  Series; 


B.C.  FORBES  WRITING  IN  1936 


DAILY  TAX  FACT 


AU  Gold  Mined  In  U.S. 
Since  1 790  Not  Enough 

President  Roosevelt,  by  cutting  41  cents  from  the 
gold  content  of  the  American  dollar,  contributed  power- 
fully to  raising  the  price  of  gold  throughout  the  world. 

Protluction  of  gold  naturalK  has  been  spiritedly 
stimulated  by  the  fancy  prices  obtainable  for  the  metal. 
Gold  mining  last  year  attained  the  stature  of  a  billion- 
dollar  industrs. 


Yet,  if  all  the  gold  mined  in  the  world  in  1935  had 
been  handed  over  to  President  Roosevelt,  it  would  have 
kept  him  going  for  only  a  little  over  a  inonth-and-a-half  I 

Ponder  this:  If  ever\  ounce  of  gold  mined  in  the 
United  States  from  1790  until  the  da\'  he  took  office  had 
been  reserved  exclusiveK'  for  presentation  to  our  pres- 
ent Chief  Executive,  it  would  have  fallen  miserably  short 
of  his  total  expenditures  in  1934. 

Yes,  we  assuredK  are  off  the  gold  standardi 


WEREN'T  YOU  STUNNED  AT  HOW  AGED  CARTER  LOOKED? 

while  the  President  was  ad- 
dressing the  nation  on  the  results 
of  Camp  David,  every  camera 
close-up  showed  a  gauntness  that 
one  wouldn't  have  believed  pos- 
sible in  the  18  months  since  we 
saw  that  fiill,  pink,  confident,  rel- 
atively unlined  face  take  the 
presidential  oath  of  office  on  Jan. 
20.  1977.  Now,  crow's-feet 
around  the  eyes.  Deeply  etched 
lines  around  the  mouth.  Taut, 
thimier  neck. 

I  was  reminded  a  bit  of  the 
look  of  Nixon  in  his  final  appear- 
ance as  a  President  being 
drummed  out  of  office. 

Great  achievement  or  great  di- 
saster  equally   can    take   a  toll 

that's  starkly  visible.  After  (September  1978) 


Before  (Inauguration  1973) 


Before  (Inauguration  1977) 


After  (August  1974) 
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GUCCI— THE  STATUS  SYMBOL 


People  who  have  more  taste  than  to  hght  their  cigarettes 
with  $20  bills  (even  today's  depreciated  $20s)  accomplish  the 
same  impact  by  draping  body  and  sole  in  glaringly  Gucci- 
branded  adornment. 


If  you  can  get  a  salesperson  to  pay  any  attention,  much  of 
this  Gucci  status  stuflF  they  sell  is  worth  half  as  much  as  they 
charge. 

In  both  respects,  that  s  a  lot. 


STUDIO  54  IS  THE  OTHER  FLAMING  STATUS  SYMBOL 


and  has  been  ever  since  this  disco  erupted  on  New  York  s  West 
Side.  The  ultimate  in  Having  Arrived  (at  an  undefinable  Desti- 
nation) is  being  able  to  get  into  this  dazzling  den  of  din. 

Fearing  a  blow  to  the  ego,  and  because  dancing  and  loud  music 
have  never  been  this  man  s  dish,  I  ve 
thumbed  down  suggestions  to  try  it. 
But  having  been  invited  to  54  s  re- 
opening, we  were  able  to  get  through 
the  milling  sidewalk  mob  on  being 
identified  as  "working  press.  " 

After  an  hour  s  exposure,  we  were 
convinced  that  Studio  54  has  more 
actors  and  actresses  per  square  inch 
than  any  Hollywood  or  TV  studio. 


At  Studio  54:  MSFand  sons  MSF  Jr.  (/)and  Bob 


Lots  of  em  didn  t  need  the  proverbial  casting  couch  to 
attempt  the  antics  that  are  presumed  to  help  toward  stardom. 

The  man  who  conceived  Studio  54,  Steve  Rubell,  really  is 
some  sort  of  diabolical  genius.  For  longer  than  anyone  would 
have  guessed,  he's  had  all  of  sup- 
posedly sophisticated  New  York 
clamoring  on  the  sidewalk  to  get 
into  a  disco  that  can't  be  that  much 
different  from  dozens  of  others 
around  town. 

Some  say  it's  the  arbitrariness  with 
which  he  and  his  aides  point  the  fin- 
ger of  admission  to  the  lucky  ones. 
Whatever  it  is,  it  works. 


WHERE  IT'S  AT 

is  seldom  where  it  seems  to  be. 


WHEN  "BEING  SEEN 

is  the  whole  scene  it's  obscene. 
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TO  STOP  THE  CATASTROPHIC  FALL  OF  THE  DOLLAR 


against  other  currencies,  there  are 
two  immediate  steps  the  U.S.  should 
take.  The  collapse  of  the  greenback  in 
the  past  18  months  has  disrupted 
international  trade,  unnecessarily 
strained  relations  with  our  allies  and 
has  increased  inflation  at  home  far 
more  than  most  economists  recog- 
nize. The  exchange  markets  are  ig- 
noring ftindamentals,  and  the  Admin- 
istration's efforts  to  stop  the  slide 
have  been  halfhearted. 

First  and  most  important,  the  U.S. 
should  sell  sizable  quantities  of  bonds 
abroad  denominated  in  yen,  deutsche 
marks  and  Swiss  francs. 

The  immediate  reason  the  dollar  is 
falling  is  that  we  are  sending  too 
many  of  them  out  of  the  countiy — far 
more  than  foreigners  want  or  need. 
The  selling  of  bonds  would  absorb 
those  unwanted  greenies. 

Say  we  sold  a  2()-year  bond  worth  1 
million  marks.  With  those  marks,  we 
would  buy  dollars  on  the  open  mar- 
ket. Thus,  the  number  of  marks  in 
circulation  would  remain  the  same. 
But  we  would  have  effectively  with- 
drawn $555,000  from  circulation  for 
20  years. 

If  done  on  a  large  enough  scale, 
such  an  operation  would  show  the 


By  M.S.  FORBES  Jr. 

speculators  that  we  are  deadly  serious 
about  defending  our  currency.  It 
would  reassure  dollar  holders  that  it 
no  longer  pays  to  play  against  the 
greenback. 

Remember,  given  today  s  exchange 
markets,  only  a  relative  handfijl  of 
dollars  can  substantially  change  cur- 
rency values. 

Isn  t  this  method  far  more  effec- 
tive, far  less  painful  than  the  one  the 
Federal  Reserve  is  pursuing- — tight- 
ening money  and  raising  interest 
rates  to  an  extent  that  could  topple 
the  economy  into  a  recession? 

Not  only  could  a  move  like  that 
help  avoid  a  recession  at  home,  it 
would,  by  stabilizing  the  dollar,  lead 
to  lower  U.S.  interest  rates. 

Last  spring,  when  the  dollar  stabi- 
lized briefly,  foreign  money  flooded 
into  our  stock  and  bond  markets. 
Higher  bond  prices,  perforce,  mean 
lower  interest  rates.  Selling  foreign- 
denominated  bonds  would  set  this 
process  in  motion  again.  After  all,  the 
U.S.  is  today  the  bargain  basement  of 
the  world. 

There  are  $500  billion  overseas — 
which  is  more  than  all  the  currency 
in  circulation  and  all  the  checking 
accounts  in  the  whole  U.S.  Look  at 


what     that     money     could  get. 

This  sum  could  buy  virtually  the 
entire  equity  of  the  500  largest  (in 
assets)  companies  in  the  U.S.,  compa- 
nies with  assets  of  $2.2  trillion,  sales 
of  $1.3  trillion,  net  profits  of  $70  bil- 
lion and  with  16.5  million  employees. 
Those  overseas  dollars  could  buy  all 
of  our  most  productive  agricultural 
land.  It  would  pay  off  all  outstanding 
consumer  debt  twice  over.  It  would 
pay  off  the  mortgages  on  most  of 
America  s  homes. 

The  second  step  the  Administra- 
tion and  the  Federal  Reserve  should 
take  is  conventional  but  psychologi- 
cally important,  that  is,  to  intervene 
more  aggressively  in  the  markets  to 
support  the  dollar.  This  should  be 
done  even  before  the  bonds  are  actu- 
ally sold.  Compared  with  what  for- 
eign central  banks  have  done,  our 
relative  activity  here  has  been  pitiful- 
ly small. 

The  vigorous  selling  of  bonds  and 
active  buying  of  dollars  are,  of  course, 
short-term  measures  (for  the  long 
term,  see  this  column,  Oct.  16).  But 
given  the  dollar  s  gross  undervalua- 
tion and  given  the  exposed  positions 
of  short  sellers,  it  is  the  right  time  for 
such  aggressive  moves. 
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other  Comments 


often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


We're  Blowing  Out 
Too  Many  Bucks 

It  seems  that  some  folks  in  Washing- 
ton, including  some  members  of  the 
Federal  Reserve's  Open  Market  Com- 
mittee, believe  we  have  recently  been 
experiencing  "tight  money."  In  fact,  as 
you  can  see  from  a  glance  at  the  move- 
ment of  the  monetary  aggregates  over 
the  past  six  months,  we  have  been  exper- 
iencing a  monetary  explosion.  .  .  .  Out 
here  in  the  real  world,  folks  know  free 
money  when  they  see  it.  That  is  why 
interest  rates  will  not  go  down,  nor  the 
dollar  recover  meaningfully,  until  infla- 
tion is  reduced.  ,'\nd  the  longer  the  Fed 
delays  in  starting  to  curb  money  growth, 
the  higher  price  the  nation  will  have  to 
pay  before  inflation  is  ultimately  brought 
under  control. 

— Wall  Street  Journal  editorial 

Tell  Us  What  You  Want 

I  would  like  to  see  government  adopt  a 
goals -oriented  approach  to  regulation. 
Instead  of  telling  us  how  to  do  things, 
tell  us  what  it  wants  accomplished . 
There's  nothing  new  in  this  approach.  As 
early  as  the  18th  century  B.C.,  in  fact. 
King  Hammurabi  had  a  simple  building 
regulation  that  if  a  house  collapsed  and 
killed  the  occupant,  the  builder  would 
be  executed!  While  this  may  be  a  bit 
harsh  by  today's  standards,  the  law  right- 
fully set  goals  rather  than  the  means  of 
reaching  them. 

— Willard  C.  Butcher,  president 
Chase  .Manhattan  Bank 

The  Daily  Investor 
By  Don  G.  Campbell 

Q.;  I  started  out  with  approximately 
$30,000  and  now  have  an  approximate 
value  of  $130,000.  Right  now  I  don't 
know  what  to  do  to  hold  on  to  these 
earnings.  Can  you  recommend  a  good 
investment  manager? 
A.:  My  friend,  you  need  an  investment 
adviser  like  I  need  chartreuse  eyebrows. 

— Daily  Commercial  Setcs 
And  Shippitig  Guide 

Willful  Wilderness  Wildness 

As  an  oilman  I  am  deepK  concerned 
about  studies  for  land  withdrawals  cur- 
rently being  carried  out  by  the  Forest 
Service  and  the  Bureau  of  Land  Manage- 
ment. These  studies  could  eventualK 
designate  vast  tracts  of  land — perhaps  as 
much  as  90  million  acres — as  wilderness 
areas,  thereby  foreclosing  them  to  an\' 


kind  of  mineral  exploration  and  devel- 
opment. And  in  the  meantime,  until 
final  selections  are  made,  .some  664  mil- 
lion acres  will  be  managed  during  the 
study  periods  as  if  they  were  already 
designated  wilderness.  At  precisely  the 
moment  we  should  be  exploring  for  and 
developing  new  supplies,  the  govern- 
ment is  busy  hanging  up  "No  Trespass- 
ing" signs  on  vast  tracts  of  federal  lands 
potentially  rich  in  petroleum.  ...  A 
program  of  land  withdrawal  which  pre- 
vents us  from  even  looking  for  potential 
oil  and  gas  supplies  makes  no  sense 
whatever. 

— John  E.  Swearingen,  chairman 
Standard  Oil  Co.  (Ind.) 


There  are  no  waiters  or 
waitresses  in  Aspen;  only 
unpublished  novelists, 
out-of-work  actors  and 
undiscovered  artists. 

— Gaylord  T.  Guenin, 
in  Outside  magazine 


A  Doomed  Amtrak 

A  new  stud)'  of  Amtrak's  performance 
and  future  potential  has  concluded  that 
the  taxpayer-subsidized  passenger  ser- 
vice was  doomed  to  fail  from  the  start 
and  has  "simply  been  too  expensive "  in 
exchange  for  little  contributions  to  over- 
all society  or  to  transportation  goals.  An- 
nual subsidies  to  Amtrak  are  now  run- 
ning at  about  $500  million.  Not  counting 
automobile  travel,  which  accounts  for 


the  bulk  of  Americans"  intercity  travels, 
Amtrak  has  only  2%  of  common  carrier 
business  compared  with  about  80%  for 
airlines  and  15%  for  buses. 

Even  if  every  available  seat  on  every 
Amtrak  train  could  be  filled,  the  service 
would  continue  to  have  an  annual  loss  of 
up  to  $100  million,  said  Northeastern 
University  Professor  Frank  .Mulvey  in 
the  new  study.  He  also  discounted  com- 
parisons with  Japanese  and  European 
rail  operations,  stating  that  the  foreign 
nations  have  shorter  travel  times  be- 
tween major  cities,  higher  air  fares, 
higher  ga.s()line  prices,  less  developed 
highways  and  a  trend  toward  more  auto 
use  a.s  incomes  increase. 

— Washington  Post 

Rijfrajf,  Keep  Outl 

New  York's  social  season  was  throuii 
into  confusion  early  today  when  Studio 
54,  Manhattan's  most  fashionable  disco, 
burned  to  the  ground.  Witnesses  theo- 
rize that  one  reason  for  the  spread  of  the 
fire  was  the  refusal  of  Steve  Rubell,  the 
discotheque  s  owner,  to  admit  two  com- 
panies of  firefighters  that  rushed  to  the 
scene.  "If  I  let  these  bridge  and  tunnel 
people  in  this  time,  there'll  be  no  stop- 
ping them,'  .Mr.  Rubell  said.  "I  told  this 
bunch  the  same  thing  I  tell  any  heard 
{sic.)  of  men  with  rubber  coats  and  hos- 
es, try  The  Anvil.  "  The  firefighters,  con- 
fined behind  a  rope  at  the  entrance, 
shouted  instructions  to  the  patrons,  but 
the  crowd,  apparently  stunned  by  the 
smoke,  the  music,  or  some  other  source 
of  disruption,  was  evidently  unable  to 
respond  to  their  technical  advice,  such  as 
"throw  water  on  it! " 

— l^ot  The  New  York  Times. 
a  parody  of  The  \'ew  York  Times 
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The  splriio}  the  CzarlHcsQp 


It  was  the  Golden  Age  of 
Russia.  Yet  in  this  time  when 
legends  lived,  the  Czar  stood 
like  a  giant  among  men. 

He  could  bend  an  iron  bar 
on  his  bare  knee.  Crush  a 
silver  ruble  with  his  fist.  And  V 
had  a  thirst  for  life  like  no  •; 
other  man  alive. 

And  his  drink  was  Genuine^:;' 
Vodka.  Wolfschmidt  Vodka.  , 
Mgde  by  special  appointment 
to  his  Majesty  the  Czar  And 
the  Royal  Romanov  Court.  ^; 

.  It's  been  120  years  since  .  - 
then.  And  while  life  has 
changed  since  the  days  of  ■  ...^ 
the  Czar;  his  IB  ..  ''c-^" 
Vodka  remains  'SJ^'^' 
the  same.       .    fcjr  -  ]j j. 

Wolfschmidt  ^^:-::"^^:\M-. 
Genuine  Vodka.   |iot» "  " 
The  spirit  of  the 
Czar  lives  on. 


Ifschmidt  Vodka  •  Distilled  from  grain  •  80  and  100  proof  •  WolfsGhr 


blfschmidt 
cnuific  Vodka 


The  ingenious  ways  a  Mercedes-Benz 
captures  the  wind- 

and  uses  it  to  improve  visibility  and  comfort 


For  the  engineers  of  Mercedes- 
Benz,  shaping  an  aerodynami- 
cally  "clean"  car  body  is  only  a  first 
basic  step. 

Their  years  of  wind  tunnel  expe- 
rience and  the  study  of  automotive 
aerodynamics  have  led  them  to  an  in- 
genious second  step:  harnessing  the 
airflow  that  swirls  constantly  over 
and  around  a  moving  car  and  putting 
it  to  efficient  use -outside  and  inside. 

■Mndow-cleaning  wind 

For  instance,  it  wasn't  enough  for  the 
engineers  to  give  the  driver  as  much 
side  and  rear  glass  as  possible,  for 
optimum  visibility.  They  also  wanted 
to  keep  that  glass  as  clear  as  possible, 
come  rain  or  slush  or  grime.  And 
they  went  into  the  wind  tunnel  in 
search  of  ways. 

One  way  can  be  seen  in  the 
unique  moldings  that  frame  the 
windshield,  side  and  rear  windows. 
They  actually  form  an  aerodynami- 
cally  sophisticated  ducting  system, 
carefully  angled  and  channeled  to 


help  divert  the  airstream  away  from 
the  side  and  rear  window  glass - 
whisking  rain,  slush  and  grime  else- 
where. 

A  fence  with  a  difference 

Even  the  rub  rail -that  horizontal 
steel  and  rubber  strip  on  either  body 
side  -  is  meant  to  play  its  part  in  keep- 
ing those  side  windows  clean. 

Wmd  tunnel  tests  showed  that,  if 
skillfully  shaped  and  placed,  it  could 
aLso  serve  as  a  flow  fence:  routing  the 
airflow  pattern  along  the  body  sides 
to  deflect  slush  and  mud  flung  up  by 
the  front  wheels  so  it  can't  splatter 
the  side  glass. 

The  engineers  used  wind-tunnel 
expenise  to  control  the  airflow  swirl- 
ing around  the  outside  rearview  mir- 
ror. The  mirror's  windward  face  is 
shaped  to  create  an  airflow  that  helps 
keep  the  glass  free  of  rain  and  road 
film. 

Taillights  use  the  wind 

Aerodynamic  research  helped 
Mercedes-Benz  engineers  harness 


the  power  of  the  wind  to  help  "scrub" 
the  car's  taillights  free  of  slush  and 
mud,  keeping  them  visible  longer  in 
foul  weather 

With  the  outer  surface  of  the  rear 
lights  deeply  ribbed,  the  recessed 
vertical  areas  remain  free  of  deposits 
since  they  are  not  affected  by  the  cir- 
culating motion  of  the  vortex. 

A  simple  idea,  spawned  only 
after  many  long  hours  of  testing  in 
the  wind  tunnel. 

Cleaner  windshield  - 
cooler  brakes 

Aerodynamic  principles  help 
keep  the  windshield  wipers  pressed 
fast  against  the  glass  as  they  work. 
Objective:  to  prevent  high-speed  tur- 
bulence from  suddenly  lifting  the 
blades. 

The  wheels  on  a  Mercedes-Benz 
are  intended  less  to  catch  your  eye 
than  to  capture  the  wind.  Multiple 
slots  in  each  wheel  scoop  a  steady 
stream  of  cooling  air  to  the  brakes 
within. 


20  seconds  after  entering 
■  passenger  compartment,  air  is 
extracted  through  hidden  gills. 


Fresh  air  enters  passenger  area  through 
intakes  placed  in  high-pressure  zone  at 
base  of  windshield 


Air  circulates  so  gently  inside  car 
.  that  it  is  virtually  draft-free  - 


and  so  thoroughly  that  3  times  each  minute, 
it  is  completely  renewed. 


Sophisticated  ducting  system  aerodynamicallv 

■  routes  rain  and  slush  around  and   

away  from  side  windows  and  mirrors, 
preserving  visibility. 


Moving  car  harnesses  the  power  of  the 
wind  to  help  "scrub"  the  car's  taillights  free 
of  slush  and  mud. 

\ 


Horizontal  body  molding  is  a  "flow  fence," 
meant  to  use  airflow  to  deflect  | 

mud  and  slush  away  from   1  

side  windows  as  car  splashes  along 


Airflow  you  can  feel— inside 

The  ventilation  system  of  a  Mercedes- 
Benz  uses  aerodynamics  in  the  cause 
of  human  comfort.  Its  air  supply  is 
gathered  via  intakes  placed  in  a 
high-pressure  zone  at  the  base  of 
the  windshield,  then  ducted 
into  the  passenger  area. 

So  carefully  is  the  airflow 
through  the  cabin  regulated 
that,  although  constantly  in 
motion,  it  is  virtually  draft-free. 
So  efficiently  is  the  airflow  processed 
that  the  cabin's  fresh  air  supply  is 
completely  renewed  three  times  a 
minute. 

Starting  from  numerous  forward 
outlets,  the  air  in  its  20-second  jour- 
ney circulates  around  the  cabin  until 
drawn  into  a  low-pressure  area  at  the 
rear  -  then  is  silently  extracted 
through  hidden  gills. 

The  bi-level  climate  control  sys- 
tem used  in  most  Mercedes-Benz 
cars  can  create  a  wide  range  of  man- 
-made climates,  aided  by  a  radial 
blower  capable  of  generating 
'eight  different  levels  of  airflow- 
even  when  the  car  is  standing 
perfectly  still. 

Capturing  the  wind  in  these  ways 
an  exacting  science.  But  Mercedes- 
Benz  thinks  the  resulting  subtle  gains 
help  make  useful  contributions  to 
safety  and  comfort. 

And  in  the  search  for 
more  efficient  automobiles, 
no  step  forward  can  be 
too  small. 


©1978  Mercedes-Benz  of  North  America,  Inc., 
One  Mercedes  Drive,  Montvale,  N.J.  07645 


American  Airlines  announces 
full  fare  treatment  for  full  fare  passengers. 


YOU  GET  WHAT 
YOU  FOR. 


A  special  Coach 
section  for  full  fare 
passengers  only. 

When  you  pay  full  fare 
on  American,you  sit  in  a 
special  full  fare  Coach 
section,  where,  chances 
are,  you'll  have  more 
room  to  work  or  relax. 

You  get  what  you  pay  for. 

Pre-reserved  seating  and 
round-trip  boarding  passes. 

You  can  choose  your  seat  when 
you  make  your  reservation.  On  any 
American  flight,  including  connections 
and  your  flight  back  home.  Just  be  ready 
to  board  15  minutes  before  departure 

You  can  even  get  all  your  boarding 
passes  ahead  of  time,  to  avoid  all  the  lines 

On  American,  you  get  what  you  pay  for 


Faster  service 
and  more  carry-on 
luggage  space. 

On  American,  full  fare 
passengers  are  served  first. 
So  you'll  get  drinks 
faster.  And  on  mea 
flights  you'll  enjoy  the 
widest  selection  of  entrees. 
We'll  even  reserve  lots  of 
carry-on  luggage  space 
just  for  you.  So  call  us 
or  your  Travel  Agent,  and 
get  the  full  fare  treatment 
you  deserve.  On  American, 
you  get  what  you  pay  for. 


We  re  American  Airlines.  Doing  what  we  do  best 


Forbes 


Oldsmobile  s  Cook,  Buick  s  Collier  and  Pontiac  s  Mair 


Rivals  in  a  horse  race  in  which  General  Motors  always  comes  out  the  winner. 


General  Motors  Scores  Again 


General  Motors  says  it  can  make  this  the  fourth  hot  car  year  in  a  row. 
Wall  Street  says  it  can't.  Wall  Street  may  be  wrong.  Here's  why. 


By  PAUL  GIBSON 

It  was  a  trivial  incident,  but  it  helps 
explain  why  General  Motors  Corp. 
CJhairman  Thomas  A.  Murphy  probably 
will  be  right  with  his  optimistic  forecasts 
and  Wall  Street  mistaken  about  the  state 
of  the  automobile  industry  over  the  next 
12  months. 

The  scene  was  a  Cincinnati  motel  last 
month,  and  for  Pontiac  General  Sales 
Manager  George  G.  Spaulding  the  end 
of  another  grueling  day  on  the  road. 
Spaulding,  young-looking  at  58,  spends 
over  80%  of  his  time  traveling  and  had 
begun  this  day  1,800  miles  away  in  Phoe- 
nix testing  1980  model  cars.  This  eve- 
ning he  had  hosted  a  four-course  dinner 
for  local  dealers  and  now  it  was  almost 
midnight. 

Spaulding,  his  jacket  off,  a  nightcap  in 
his  hand,  remained  in  the  motel  restau- 
rant, listening  patiently  while  a  dealer 
insisted  Pontiac  was  making  a  big  mis- 
take in  dropping  its  police  cruiser.  Nod- 
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ding  sympathetically,  Spaulding  again 
tried  to  explain  as  he  had  earlier  in  the 
evening  that  fitting  a  few  thousand  cruis- 
ers into  Pontiac  s  tight  production  sched- 
ule was  too  much  of  a  headache.  At  this 
point  Spaulding  could  have  brushed  the 
dealer  aside  and  gone  to  bed.  Instead  he 
offered  him  another  drink,  threw  his  arm 
around  the  man  s  shoulders  and  asked, 
"What  would  you  say  if  I  gave  you  some 
extra  Trans  Ams  to  replace  those  cruis- 
ers? As  Spaulding  knew  he  would,  the 
dealer  jumped  at  the  offer  and  both  men 
went  to  bed  happy. 

Massaging  dealers'  egos  hasn't  always 
been  a  strong  point  at  Pontiac.  But  then 
Pontiac  has  not  always  had  a  hot  car  like 
the  Firebird  Trans  Am  to  keep  its  deal- 
ers' morale  high.  When  fully  loaded  with 
optional  equipment,  the  Trans  Am  car- 
ries a  $10,000  sticker  price,  yet  Pontiac 
cannot  keep  pace  with  demand.  Almost 
every  fifth  car  of  the  870,000  Pontiac 
now  sells  is  a  Firebird.  Its  success  with 
this  macho  car  (that  apparently  appeals 


almost  as  much  to  women  as  men)  is  one 
reason  Pontiac  broke  a  ten-year  record 
when  the  model  year  closed  last  Sept. 
30,  and  why  Spaulding  so  confidently 
predicts  a  further  9%  sales  gain  for  Ponti- 
ac in  the  new  model  year. 

In  Lansing  and  Flint,  the  Michigan 
homes  respectively  of  Oldsmobile  and 
Buick,  sister  divisions  to  Pontiac,  the 
optimism  is  equally  evident.  "Two  things 
are  happening  today,  '  explains  Buick 
General  Manager  David  C.  Collier. 
"We've  got  a  product  line  that's  obsolet- 
ing  earlier  cars  faster  and  the  country  is 
going  through  what  I  call  an  explosion  of 
the  young  affluent.  "  Adds  Oldsmobile 
General  Manager  Robert  J.  Cook, 
"There  s  more  momentum  under  this 
market  than  even  two  years  ago.  It  l^ks 
superstrong.  " 

In  large  measure  it  is  because  the 
Buick,  Oldsmobile  and  Pontiac  group  is 
moving  at  such  a  torrid  pace  that  GM 
Chairman  Murphy  is  again  bucking  "ex- 
pert   opinion  and  is  predicting  more 
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Another  Hot  Year 
For  Autos? 


Consumers  have  gone  deeply  into  debt  as  never  before.  Auto  credit 
extended  is  now  almost  three  times  what  it  was  in  1968  ... 

250  $  Billion  


.  .  .  This  worries  many  economists,  who  say  auto  installment  credit  as 
a  percentage  of  disposable  income  is  now  too  high  to  sustain  the 
recent  high  level  of  auto  sales  .  .  . 

8%  


Automobile  Credit - 


-As  Percent  of  Disposable  Personal  Income 


'78  t 
estimate 

. . .  But  automen  contend  the  auto  boom  can  keep  rolling  for  another 
year,  maybe  longer.  What  matters  more  than  the  level  of  debt,  they 
say,  is  the  mounting  number  of  people  at  work  and  needing  cars. 

100  Million  


'69        '70  '71 
*  Outstanding  at  the  end  of  year 


77  '78  t 
t  As  of  August 


good  times  ahead  for  the  car  business. 

A  year  ago  when  Murphy  pulled  out 
his  trusty  pocket  calculator  and  predict- 
ed higher  car  and  truck  sales.  Wall 
Street  was  dubious.  But  when  the  1978 
model  year  ended.  Murphy  had  hit  the 
numbers  almost  on  the  button. 

This  year  the  skeptics  have  grown  in 
number.  They  point  to  the  now  enor- 
mous mountain  of  consumer  debt,  up 
12%  in  just  the  first  eight  months  this 
year.  They  warn  that  real  disposable  in- 
come is  shrinking.  And  they  insist  that  if 
interest  rates  keep  on  rising,  then,  in- 
exorably, more  buyers  are  going  to  be 
kept  away  from  the  automobile  show- 
rooms. Rather  than  any  sales  gains 
ahead,  some  Wall  Street  analysts  think 
there  will  be  a  sales  dip,  maybe  by  as 
much  as  9%.  While  many  still  expect 
General  Motors  to  report  a  record 
$11.75  a  share  in  earnings  in  1978,  some 
now  say  GM's  earnings  will  tumble  to 
only  $8  or  so  in  1979.  Such  pessimism 
has  kept  GM  s  stock  languishing  for 
months  in  the  low  60s,  a  notch  above 
book  value  and  yielding  an  incredible 
11% — its  highest  level  in  20  years  except 
during  the  1973-74  oil  crisis. 

By  training.  Thomas  Murphy  is  an 
economist  and  he  reads  the  same  figures 
the  pessimists  do.  But  .Murphy  flatly 
says:  no  downturn.  His  forecast  for  the 
1979  model  year — barring  any  strike  at 
GM,  which  is  a  possibility — is  for  11.5 
million  cars,  or  a  200,000  unit  gain,  and 
for  4  million  trucks.  If  Murphy  is  right 
this  would  mean  a  record  15.5  million 
units  (including  imports). 

Nobody  at  GM  disputes  the  size  of  the 
consumer  debt  nor  even  that  we  re  prob- 
ably in  for  an  extended  period  of  high 
interest  rates  as  the  Federal  Reserve 
Board  continues  its  battle  on  inflation. 
But  where  Murphy  and  other  top  GM 
brass  believe  outside  economists  go 
wrong  is  in  not  paying  sufficient  atten- 
tion to  some  critical  demographic  shifts. 
These  shifts,  G.M  believes,  are  now- 
changing  U.S.  work  habits  and  lifestyles 
and  altering  our  buying  and  hence  our 
debt  habits.  Almost  inevitably  they  are 
increasing  the  demand  and  the  need  for 
more  cars. 

Take  for  instance  the  simple  fact  of 
more  wives  working.  Rarely  do  their 
new  jobs  coincide  in  location  or  time 
with  their  husbands  .  So.  to  pick  up  their 
second  pay  check,  more  families  find 
they  must  first  order  a  new  car.  Last  year 
a  record  2.5  million  women  bought  new 
cars  in  their  own  names.  That  s  about  as 
many  cars  as  Ford  sold  in  1977. 

Remember  the  famous  postwar  baby 
boom?  It  s  now  getting  out  of  T-shirts 
and  college  classrooms  and  moving  into 
vested  suits  and  auto  showrooms.  The 
key  25-to-34  age  group,  the  big  buyers  of 
durables,  is  increasing  at  double  the  rate 
of  the  total  population.  This  alone,  GM 
figures,  means  an  extra  1.6  million  cars 
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will  be  bought  each  year  throughout  the 
coming  decade. 

"In  just  the  last  four  years  we've  added 
10  million  jobs  in  the  U.S.,'  says  Buick's 
Collier.  "Economists  should  pay  more 
attention  to  that  because  we  are  creating 
two-income  families  which  can  exist  with 
a  fairly  high  debt  load." 

What's  happened  at  General  Motors 
Acceptance  Corp.  bears  this  out.  The 
average  GMAC  loan  has  climbed  from 
$4,420  in  1974  to  $6,867.  The  term  of  the 
debt  also  has  changed.  Today  60%  of 
GMAC's  car  paper  is  for  36  months  or 
longer;  in  1974,  only  4%.  Thus  while 
people  are  spending  more  for  their  cars, 
they're  spreading  the  debt  repayment 
out  more.  The  average  monthly  repay- 
ment is  now  $170,  vs.  $129  four  years 
ago,  only  $41  a  month  extra.  Adjusted  for 
inflation,  monthly  payments  haven't  in- 
creased at  all. 

Moreover,  says  GM,  it  now  takes  24% 
less  work  time  to  pay  for  a  new  family- 
size  car  than  it  did  a  dozen  years  ago.  In 
1965  the  average  family  had  to  work  23 
weeks  to  pay  for  its  wheels;  today  only 
17V^  weeks. 

No  other  carmaker  has  paid  such  close 
attention  to  these  shifts  and  used  them  to 
such  advantage  as  General  Motors.  GM 
always  worked  hard  at  getting  its  cus- 
tomers to  trade  up,  but  nowadays  it  can 
hardly  hold  back  the  hordes  who  believe 
they  belong  in  a  swank  Olds  or  a  racy 
Pontiac  rather  than  a  staid  Chevy. 

Altogether,  the  BOP  group  (Buick, 
Olds  and  Pontiac)  in  the  1978  model  year 
sold  2.6  million  cars.  That's  almost 
300,000  more  cars  than  Chevrolet.  It  was 
also  twice  as  many  as  Chrysler  Corp.  and 
nearly  matched  the  whole  of  Ford  Motor 
Co.'s  car  sales. 

At  the  start  of  the  1970s  the  BOP 
group  accounted  for  barely  21%  of  the 
domestic-made  cars.  Today  it  owns  near- 
ly 29%  of  this  market.  No  other  group  or 
division  has  made  such  gains.  In  fact, 
over  the  past  eight  years,  while  Chevy 
picked  up  2%  more  of  the  market.  Ford 
lost  2%  and  Chrysler  6%.  That  in  a  mar- 
ket where  a  one-point  shift  represents 
almost  $500  million. 

One  reason  for  these  gains  is  that  GM 
has  reaped  the  advantage  of  moving  fast- 
er on  down-sizing  its  cars  than  its  rivals 
have.  Another  is  that  increasingly  Gen- 
eral Motors  has  supplied  BOP  with  more 
medium-  and  smaller-size  models  so  that 
it  now  virtually  matches  the  entire  Chev- 
rolet range.  But  a  more  basic  reason 
seems  to  be  that  GM  is  still  the  master  at 
guessing  the  market.  By  emphasizing  fla- 
shier and  more  luxuriously  equipped 
cars  in  its  BOP  divisions.  General  Mo- 
tors has  picked  up  a  tremendous  amount 
of  extra  profit.  "The  more  equipment 
you  have  on  a  car,  the  more  profitable  it 
is,  '  says  Pontiac's  General  Manager  Alex 
C.  Mair  It  shows:  GM's  operating  mar- 
gin in  North  America  runs  around  12%, 


Front  Runners  At  "BOP" 

At  the  start  of  the  1 970s  GM's  Buick-Oldsmobiie-Pontiac  group  account- 
ed for  21  %  of  the  domestic  car  market.  Today  it  holds  nearly  29%.  It's  the 
kind  of  performance  that  makes  reputations . . .  and  candidates  for 
promotion.  Below,  the  career  paths  of  the  three  men  who  head  these 
divisions.  At  GM,  clearly,  there  is  no  single,  prescribed  route  to  the  top. 


David  C.  Collier,  49 

Alex  C.  Mair,  57 

Robert  J.  Cook,  57 

1975 

Gen.  Mgr. 
Buick 

Gen.  Mgr. 
Pontiac 

Gen.  Mgr. 
Oldsmobile 

Pres. 

GM  of  Canada 

V  P  &  Gen.  Mgr 
GMC  Truck  &  Coach 

Gen.  Mfg.  Mgr 
Oldsmobile 

Treasurer 
GM  Corp. 

1970 

Gen.  Asst.  Treasurer 
GM  Corp. 

Asst.  Comptroller 
GM  Corp. 

Mgr.-Prod.,  Pur. 
Oldsmobile 

Director-Prod.  Programs 
GM  Corp.  Staff 

Dir-Engineering 
Chevrolet 

1965 

Asst.  Comptroller 
GM  of  Canada 

Chief  Engineer 
Chevrolet  cars 

Sup.  Prod.  Program 
GM  Financial  Staff 

Exec.  Engineer 
Chevrolet  trucks 

Asst.  Chief  Engineer 
Chevrolet  trucks 

1960 

Sr.  Statistician 
GM  Financial  Staff 

Statistician 

GM  Financial  Staff 

M.B.A. 

Harvard  Bus.  School 

Prod.  Mgr 
Oldsmobile 

Summer  Trainee 
GM  Financial  Staff 

Staff  Engineer 
Chevrolet  trucks 

B.S. 

U.  of  Montana 

1955 

Gen.  Supt.  of  Mfg. 
Oldsmobile 

Asst.  Staff  Engineer 
Chevrolet  trucks 

Chief  Inspector 
Oldsmobile 

Design  Engineer 
Chevrolet 

Design  Engineer 
Aviation-Chevrolet 

1950 

Schoolteacher 

Sr  Project  Engineer 
Chevrolet 

Teaching  Cert. 
U.  of  Alberta 

Project  Engineer 
Chevrolet 

Drafting  Dept. 
Chevrolet 

Assembly  Insp. 
Oldsmobile 

1945 

U.S.  Navy 

U.S.  Navy 

B.S. 

GM  Institute 

B.S. 

GM  Institute 
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double  what  Ford  makes. 

"Every  day,  says  Mair,  "I  notice  how 
more  of  our  cars  are  coming  down  the 
line  heavily  ecjuipped  with  air  condition- 
ers, power  windows,  power  locks  and 
wire  wheels. 

Thanks  largely  to  its  BOP  group.  Gen- 
eral Motors  can  boast  that  in  the  1970s 
its  sales  of  full-size  and  mid-size  cars 
have  actually  risen,  while  Ford's  have 
slipped  by  over  a  third  and  Chrysler's  by 
two-thirds,  The  swing  to  small  imported 
cars  accounts  for  much  of  Ford  s  and 
Chrysler's  losses. 

This  year  both  Ford  and  Chrvsler  are 
playing  catch-up,  introducing  more  of 
the  down-size,  fuel-saving  models.  How 
well  the  BOP  group  handles  the  chal- 
lenge will  be  closely  watched  at  CM 
headquarters.  This  is  shaping  up  as  an 
auto  year  when  reputations  can  be  made. 
Or  lost.  Success  at  Biiick  vaulted  Harlow 
H.  Curtice  to  the  top  at  General  Motors 
in  the  1950s,  while  Pete  Estes  made  his 
mark  at  Pontiac  in  the  early  Sixties  be- 
fore he  became  GM  s  president.  "We  are 
in  a  horse  race,  says  Buick  s  Collier, 
"and  this  is  the  way  General  Motors  likes 
it,  with  each  division  trying  to  outflank 
the  other.' 

Who  are  the  contenders? 

Leading  the  horse  race  today  is  Olds- 
mobile,  as  it  has  since  Robert  Cook  took 
charge  in  1974.  At  59,  unassuming  in 
manner,  but  quietly  determined.  Cook 
is  the  (juintessential  GM  manager.  He 
runs  his  division  (1,069,000  cars  forecast 
this  model  year)  by  the  manual  and 
through  committee. 

Raised  in  Lansing,  Mich,  (home  for 
Olds  since  1897),  educated  at  General 
Motors  Institute,  Cook  is  a  38-year  GM 


veteran.  He  is  also  a  top-notch  engineer 
and  a  master  at  juggling  production 
schedules.  By  retooling  his  engines  on  a 
crash  basis  and  by  pa\  ing  close  attention 
to  the  state  of  his  dealers  finances  during 
the  critical  gasoline  shortage.  Cook 
showed  the  smallest  downturn  in  sales 
and  scored  the  fastest  recovery.  In  1976 
Olds  Cutlass  line  actually  passed  Chev- 
rolet s  Caprice-Impala  as  the  best-selling 
car,  and  in  1977  Olds  had  its  first  million- 
car  year.  GM  rewarded  Cook  by  letting 
him  develop  its  diesel  engine.  This  \ear 
Olds  hopes  to  sell  135,000  diesel-driven 
cars  and,  says  C^ook  with  a  rare  smile,  "If 
I  run  Mercedes  right  out  of  the  country  , 
that  s  okay. 

At  second-ranked  Pontiac  (9.50,000 
cars  forecast)  Alex  Mair,  also  57,  regular- 
ly conducts  the  7:45  a.m.  (juality  audit 
and  attributes  Pontiac's  current  hot  pace 
to  engineering  changes  that  have  made 
for  a  quieter  ride  and  improved  road 
handling. 

Pontiac  was  in  a  nose  dive  before  Mair 
came  aboard  in  1975  and  had  even  al- 
lowed Chrysler  s  Plymouth  division  to 
overtake  it.  This  year  Pontiac  will  outsell 
Plymouth  two-to-one.  Raised  in  Flint, 
son  of  a  Chevy  tool-and-die  maker,  Mair 
says  he  picked  GM  as  his  future  employ- 
er when  only  ten,  and  joined  the  firm 
eight  years  later  in  1939.  Also  a  GMI 
graduate,  Mair  spent  26  years  with 
Chevy  and  credits  his  early  work  on  the 
first  automatic  transmission  in  the  late 
1940s  for  getting  onto  GM's  fast  track. 
What  s  keeping  him  there  now  is  a 
shrewd  ability  to  combine  solid  engi- 
neering with  sassy  showmanship.  Wit- 
ness both  the  Firebird  and  the  Grand 
Prix,   whose  sales  have   tripled  since 


1975.  In  the  final  hectic  ten  days  of  the 
1978  model  year,  Pontiac  incredibly 
came  within  a  whisker  of  passing  giant 
Ford,  selling  only  325  fewer  cars.  That 
showing  didn't  go  unnoticed  in  Detroit. 

Paradoxically,  David  Collier  at  third- 
ranked  Buick  (849,000  cars  forecast)  is 
the  hot  favorite  in  Detroit  to  make  it  all 
the  way  to  GM's  top  office.  At  49,  he  is 
the  youngest  boss  at  Buick  since  the 
legendary  Harlow  Curtice  and  early  on 
caught  the  eye  of  another  GM  chief  ex- 
ecutive, Frederic  G.  Donner.  A  Canadi- 
an by  birth.  Collier  taught  for  two  years 
in  a  one-room  school  in  his  native  Alber- 
ta, but  when  he  learned  his  wife  earned 
more  as  a  social  worker,  he  returned  to 
school  himself  He  picked  up  degrees  at 
Montana  University'  and  Harvard  Busi- 
ness School  where,  he  says,  "GM  discov- 
ered me  in  1957. 

Collier  credits  his  fast  rise  (mainly  via 
the  treasurer's  office)  to  "my  fortunate 
ability  to  make  a  fairly  lucid  analysis, 
which  colleagues  say  means  reducing  the 
most  complex  arguments  to  a  single  side 
of  a  sheet  of  paper.  Now  a  U.S.  citizen. 
Collier  ironically  had  to  apply  for  landed 
immigrant  status  to  head  up  operations 
at  General  Motors  of  Canada  in  Oshawa, 
Ont.  His  big  task  at  Buick:  to  shed  its 
image  as  the  doctor  s  car  and  attract 
more  of  the  young  affluent  buyers. 

Clearly,  GM  has  no  shortage  of  execu- 
tive talent. 

General  Motors  Corp.  does  not  lack 
critics,  but  it  is,  once  again,  showing 
itself  to  be  one  of  the  nation's  really 
superbly  managed  corporations,  capable 
not  only  of  marketing  with  the  best  of 
them  but  with  producing  a  steady  stream 
of  top-notch  young  managers.  ■ 


Jobs  Uber  Alles 


Foreign  automakers  considering  U.S.  assembly  plants 

should  look  again  at  what  happened  to 
Volkswagen  in  Pennsylvania.  The  UAW's  Doug  Fraser 
has  shown  he's  as  good  as  his  word. 


The  headlines  were  ominous  indeed 
last  month  when  1,800  members  of  the 
United  Auto  Workers  union  turned 
down  a  contract  and  staged  a  wildcat 
strike  at  Volkswagen  s  New  Stanton,  Pa. 
assembly  plant.  The  strike  was  said  to  be 
hobbling  VW's  efforts  to  get  its  new  $300 
million  facility,  opened  last  spring,  up  to 
fiill  production  and  was  reported  to  be 
worrying  other  foreign  automakers  con- 
sidering U.S.  assembly  facilities. 

Now  that  the  dust  has  settled,  howev- 
er, it  is  clear  that  the  real  story  wasn't 
the  strike — which  was  an  obvious  embar- 
rassment to  UAW  President  Douglas  A. 


Fraser — but  the  speed  with  which  Era- 
ser s  UAW  leadership  got  the  workers 
back  on  the  line.  About  one  week  after 
the  rank-and-file  rejected  a  union-ap- 
proved contract  by  a  12-to-l  margin,  the 
workers  reversed  themselves  and  ac- 
cepted, by  a  comfortable  3-to-l  margin, 
a  new  agreement  that  differed  little  from 
the  original. 

The  obstinate  workers  had  originally 
demanded  wage  parity  with  their  broth- 
ers working  at  General  Motors.  Ford  and 
Chrysler  assembly  plants.  Volkswagen, 
however,  insisted  it  wouldn  t  pay  De- 
troit-level wages  until  it  had  covered  its 


high  startup  costs  and  was  operating  the 
plant  profitably.  The  UAW  leadership, 
which  has  been  in  the  forefi^ont  of  those 
trying  to  lure  foreign  automakers  to  the 
U.S.,  clearly  put  jobs  ahead  of  parity. 
When  the  test  came,  the  union  pres- 
sured the  workers  on  the  line  to  see  it 
the  same  way. 

The  UAW  has  never  admitted  publicly 
that  it  would  give  foreign  automakers 
preferential  treatment  should  they  set 
up  shop  here,  but  Forbes  has  learned  it 
made  just  such  a  deal  with  VW  back  in 
1976.  Leonard  Woodcock,  then  the 
UAW's  president,  traveled  to  Munich  in 
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Leonard  Woodeoek  in  1976 


With  retirement  imminent, 
the  luxury  of  indulging  in 
industrial  statesmanship. 

May  of  that  year  on  an  invitation  from 
the  German  metalworkers  union.  While 
he  was  there  he  met  with  Toni 
Schmuecker,  Volkswagen's  chairman, 
who  came  down  from  Wolfsburg  to  see 
him.  Volkswagen  had  already  announced 
that  it  was  going  to  open  a  plant  in  the 
U.S.,  and  Woodcock,  with  the  memory 
of  1974's  huge  auto  industry  layoffs  still 
fresh  in  his  mind,  wanted  to  be  sure  the 
UAW  got  a  good  shot  at  organizing  the 
workers  in  the  new  plant,  even  if  it 
meant  giving  the  German  automaker  a 
cut-rate  deal  on  wages  at  the  start. 
Woodcock,  facing  imminent  retirement, 
could  afford  the  luxury  of  this  kind  of 
statesmanship.  He  was  anxious  to  reduce 
import  competition  and  bring  some  jobs 
back  to  the  U.S.  By  doing  so,  he  might 
finally  do  .something  to  swell  the  UAW's 
membership  rolls,  which  have  remained 
at  1.5  million  for  a  decade. 

Of  the  meeting  back  in  1976,  Wood- 
cock, now  chief  of  the  U.S.  liaison  office 
in  Peking,  told  Forbes  that  Schmuecker 
had  indicated  Volkswagen  would  need 
some  kind  of  "break"  by  the  UAW  to  get 
started  in  the  U.S.  Asked  whether  he 
made  any  specific  pledge  to  accept  lower 
wages.  Woodcock  says:  "We  did  not  dis- 
cuss this  in  any  detail  at  that  meeting.  It 
may  have  been  said  in  passing  [by 
Schmuecker]  that  he  would  have  to  have 
a  chance  to  get  started  or  something  like 
that.  There  was  an  indication  of  the  start- 


up problems  and  so  on  which  would  be 
true  for  a  new  operation,  yes.  I  will  not 
say  it  was  not  said.  But  it  was  not  said  in 
any  important  way. 

According  to  Douglas  Fraser,  Wood- 
cocks  successor  as  UAW  president: 
"Schmuecker  said  they  [Volkswagen] 
needed  an  extended  period  of  time  be- 
fore the  workers  could  achieve  parity. 
Woodcock  didn't  respond  and 
Schmuecker  took  that  for  acquiescence.  " 

Whatever  the  "understanding  was,  it 
is  clear  that  the  German  automaker  had 
no  intention  of  paying  its  American 
workers  at  the  Big  Three  rate.  In  Fraser 
they  not  only  had  a  man  who  is  known 
throughout  the  U.S.  auto  industiy  for 
living  up  to  union  commitments  but  also 
a  man  who  understood  Volkswagen  s  po- 


Douglas  Fraser  of  the  VAW 


".  .  .  I  am  talking  about  hundreds 
of  thousands  of  jobs  and 
the  infusion  of  capital .  .  ." 

sition.  Despite  the  tension  between  the 
UAW  leadership  and  its  New  Stanton 
membership,  Fraser  is  prepared  to  give 
foreign  automobile  manufacturers  "pref- 
erential treatment  "  in  return  for  their 
locating  in  this  country.  Of  paramount 
importance  to  him  is  creating  jobs,  even 
if  it  means  extracting  concessions  from 
intransigent  workers. 

Says  he:  "I  am  in  favor  of  a  proposition 
of  not  having  instantaneous  parity.  I  am 
talking  about  hundreds  of  thousands  of 
jobs  for  American  workers,  and  the  infu- 
sion of  capital  into  the  U.S.  rather  than 
out.  I  have  confidence  in  the  American 


worker.  If  you  talk  to  the  workers  and 
can  rationalize  why  you  did  something, 
they  will  understand. 

The  UAW-VW  settlement  seems  to  do 
just  that.  Under  terms  of  the  new  agree- 
ment, an  auto  assembler  would  start  at 
$7  an  hour.  That's  well  above  the  $5.. 50 
an  hour  VW  w;is  paying  when  the  plant 
opened  this  spring,  but  it  is  still  about  $1 
an  hour  below  the  typical  Big  Three  rate. 
VW  wages  in  the  U.S.  are  certain  to  drop 
further  behind  when  the  UAW  negoti- 
ates a  new  contract  with  the  big  U.S. 
makers  next  year. 

Says  James  W.  McLernon,  president 
of  Volkswagen  of  America:  "We  no  long- 
er are  alone  in  the  marketplace  as  we 
were  in  the  Sixties  and  early  Seventies. 
The  next  three  years  are  critical;  at  the 
end  of  that  time,  there  could  be  no 
Volkswagen  plant  in  New  Stanton." 
McLernon's  goal  is  to  break  even  by 
1981,  when  he  expects  to  have  a  work 
force  of  nearly  4,000  turning  out  some 
800  VW  Rabbits  a  day. 

WV  s  hard  line  success  with  its  work- 
ers offers  solace  to  other  foreign  auto- 
makers bent  on  locating  in  this  country. 
Among  the  Japanese  firms  pondering  a 
move  here  are  Nissan  (maker  of  Datsun), 
Toyota  and  Honda,  which  already  has 
begun  construction  of  a  motorcycle  plant 
in  Ohio.  Only  last  March  a  UAW  delega- 
tion met  with  these  three  in  Japan  urging 
them  to  manufacture  in  the  U.S.  Yen/- 
dollar  rates  will  probably  do  more  to 
influence  the  Japanese  than  anything 
else.  But  they  shouldn't  let  a  one-week 
wildcat  strike  bother  them.  The  UAW 
leadership  has  shown  that  when  it  comes 
to  jobs,  it  s  all  business.  ■ 


Toni  Seliniueeher  of  Volksuagen 


He  needed  some  kind  of 
"break"  and  the  UAW  leadership 
was  ready  to  give  it. 
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Oil  Slick  Or  Truck  Crash? 


Which  will  have  the  doubtful  distinction  of  doing 
in  President  Carter's  wage  guidelines? 


By  A.H.  RASKIN 

The  1979  model  in  President  Carter's 
scries  of'Edsel-type  designs  for  putting  a 
lid  on  wages  and  prices  is  likely  to  crash 
early  next  year  on  an  oil  slick  or  a  colli- 
sion with  a  truck. 

The  first  of  two  crucial  tests  for  the 
new  White  House  machinery  to  hold  pay 
increases  inside  a  7%  guidepost  will 
come  two  months  hence.  Contract  talks 
will  climax  in  January  covering  60,000  oil 
refinery  workers.  Then  in  March  comes 
the  showdown  on  wage  boosts  for 
450,000  intercity  truck  drivers.  Neither 
of  the  contract  talks  looks  promising  for 
the  fight  to  take  the  rubber  out  of  the 
wage  dollar. 

Throughout  the  last  year,  the  one  con- 
stant in  the  calculations  of  all  Carter 
advisers  has  been  a  conviction  that  the 
upcoming  Teamster  contract  represents 
the  key  to  success  or  failure  for  their 
efforts.  That  is  because  what  happens  in 
trucking  will  set  the  pattern  for  a  new 
three-year  cycle  of  pay  hikes  in  autos, 
tires,  electrical  manufacturing,  meat 
packing  and  other  ke\'  industries  with 
pacts  expiring  in  1979. 

What  seems  to  have  been  totally  over- 
looked by  the  White  House,  at  least  up 
to  now,  is  that  Frank  E.  Fitzsimmons 
and  the  rest  of  the  harried  Teamster  high 
command  will  themselves  be  watching 
closely  the  oil  refinery  talks  as  an  index 
of  the  President  s  willingness  and  capac- 
ity to  go  to  the  mat  for  his  fi^eshly  un- 
veiled program. 

While  it  has  received  scant  notice,  the 
oil  workers  have  been  getting  astronomic 
raises  in  recent  years.  Three  years  ago 
they  averaged  $285  a  week  before 
fringes.  At  that  time,  refinery  workers 
were  averaging  about  $35  more  than 
truck  drivers  and  about  $100  more  than 
the  typical  U.S.  factory  workers.  But  by 
July  of  this  year,  the  oil  workers  were 
averaging  8405  a  week — a  42%  increase. 
Over  the  same  period,  the  Teamsters 
wages  went  up  29%  and  the  overall  fac- 
tory level  31%. 

Company  wages  can  lead  into  a  tractless 
thicket,  and  employers  are  quick  to  note 
that  the  government  figures  for  trucking 
include  thousands  of  "gypsies  and  other 
c  atch-penny  operators  whose  drivers  earn 
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far  less  than  those  under  Teamster  con- 
tracts. But  most  regulated  drivers  are  in 
the  $20,000  to  $25,000  a  year  class,  they 
say.  Whatever  the  merit  of  such  claims, 
official  statistics  show  oil  workers  now 
average  $82  a  week  more  than  truck 
drivers,  more  than  double  the  spread 
three  years  ago.  They  are  $155  a  week 
ahead  of  the  average  factory  worker. 

Running  highly  automated  plants,  the 
oil  companies  can  afford  to  be  generous 
with  their  workers  because  even  with 
superhigh  wages  their  labor-cost  ratio  is 
inconsequential — especially  after  OPEC 


".  .  .  While  it  has  received 
scant  notice,  oil  workers 
have  been  getting  astro- 
nomical raises  .  . 


quadrupled  the  price  of  oil.  The  refinery 
workers  are,  you  might  say,  the  Arabs  of 
U.S.  industry. 

A.F.  Grospiron,  president  of  the  Oil, 
Chemical  &  Atomic  Workers  Union,  is 
keeping  a  low  profile  as  he  approaches 
the  bargaining  table.  He  asks  how  tough 
the  Administration  is  going  to  be  in  hold- 
ing down  living  costs,  but  he  feels  he 
already  knows  the  answer.  "There  is  no 
way  to  control  prices  effectively,  he 
says.  On  that  basis,  it  would  appear  that 
the  chances  for  a  7%  settlement  seem 
microscopic. 

Any  additions  to  the  wage  inflation  in 
the  oil  industry  will  not  go  unnoticed  this 
time  around  in  trucking  and  elsewhere. 
Inflation  s  bite  into  pay  envelopes  makes 
all  union  executives  ultraconscious  of  the 
need  to  play  hardball  at  the  bargaining 
table.  High  supermarket  prices,  high 
mortgage  rates  and  high  taxes  (made 
stifter  by  each  phony-money  climb  into  a 
higher  tax  bracket)  gobble  up  purchasing 
power  so  fast  that  every  rank-and-filer  is 
ready  to  scream  at  signs  that  his  union  is 
falling  behind  in  the  wage  race. 

That  is  particularly  true  in  the  giant 
International  Brotherhood  of  Teamsters 
where  insurgent  elements,  long  intent 
on  purging  the  union  of  gangster  domi- 
nation, have  for  the  first  time  put  their 
own  factional  differences  to  one  side  and 


have  joined  forces  to  stop  a  "sellout "  by 
the  Fitzsimmons-led  negotiating  team. 

At  a  Detroit  miniconvention  in  late 
October,  500  rebel  delegates  from 
Teamster  locals  charged  that  their  union 
was  being  made  the  primary  target  in  a 
general  drive  by  industry  to  weaken  or- 
ganized labor.  They  warned  the  Team- 
ster leadership  of  an  uprising  akin  to  that 
of  the  United  .Mine  Workers  unless  the 
new  contract  contains  a  long  list  of  im- 
provements in  safet\'  and  working  condi- 
tions as  well  as  a  big  pay  raise.  Says  an 
insurgent  spokesman:  "We  don't  just 
want  to  be  paid  off." 

This  line  of  attack,  though  familiar,  is 
more  than  usually  irksome  to  the  Team- 
ster chiefs  because  they  have  just  em- 
barked on  a  massive  public  relations 
campaign  aimed  at  depolluting  the 
union  s  slimy  image.  Fitzsimmons,  who 
winds  up  his  own  speeches  to  the  faithfiil 
with  a  modest  salute  to  the  truck  union 
as  "the  greatest  organization  God  ever 
created  on  this  earth,  is  trying  hard  to 
convince  the  country  that  the  much-in- 
vestigated Central  States  Teamster  Pen- 
sion Fund  is  the  best  and  most  responsi- 
bly run  pension  ftjnd  in  the  U.S.  today, 
bar  none. 

Even  without  the  renewed  hectoring 
by  the  noisy  but  numerically  insignifi- 
cant dissidents,  the  Fitzsimmons  sales 
job  is  complicated.  One  handicap  is  the 
wide  publicity  given  in  recent  weeks  to 
two  new  books  on  the  murder  of  his 
predecessor,  Jimmy  Hoffa,  and  on  con- 
tinued underworld  influence  in  Team- 
ster affairs.  Another  blow  to  the  face- 
lifting drive  was  the  filing  of  a  suit  in 
mid-October  by  Labor  Secretary  Ray 
Marshall  to  block  the  Central  States 
Health  &  Welfare  Fund  from  renewing  a 
multimillion-dollar  insurance  contract 
with  Allen  .M.  Dorfman,  a  longtime  asso- 
ciate of  racketeers,  who  served  a  prison 
term  in  1973  for  a  shakedown  involving 
the  Teamster  Pension  Fund. 

None  of  these  developments  has  less- 
ened the  union  s  irritation  at  having  had 
the  White  House  focus  the  spotlight  of 
public  attention  so  obsessively  on  it  as 
the  make-or-break  element  in  the  na- 

Cartcr  and  Fitzsimmons 
Will  the  brakes  hold? 
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tional  effort  to  halt  inflation.  Both  the 
Teamsters  and  the  trucking  employers 
keep  reminding  everyone  who  asks,  in  or 
out  of  government,  that  the  oil  union  will 
be  first  up  in  1979;  yet  not  a  word  has 
been  said  at  the  White  House  about  the 
precedent  this  contract  will  establish. 

It  will  surprise  most  observers  if  the 
oil  union  does  emerge  from  its  current 
negotiations  with  a  new  pay  boost  of  at 
least  10%  a  year.  Indeed,  the  impetus  for 
a  settlement  in  that  range  has  become 
increasingly  strong  as  a  result  of  sizable 
increases  unions  racked  up  in  the  last 
few  months  in  new  contracts  covering 
the  railroads,  paper-mill  employ- 
ees and  fiberglass  makers.  The  rail 
pay  raises  approximating  35%  in 
three  years  are  of  double  moment 
because  the  Teamsters  will  zero  in 
on  them  as  a  benchmark  for  trans- 
portation. The  fact  that  the  train 
crews  and  nonoperating  brother- 
hoods are  theoretically  merely 
catching  up  on  the  bargaining  cy- 
cle the  truck  union  initiated  in 
1976  will  get  little  notice  in  this 
period  when  there  are  no  starts 
and  no  stops  on  the  wage-price 
merry-go-round. 

Realistically,  however,  there  is 
much  private  acknowledgment  in 
the  upper  echelons  of  labor  that  it 
is  past  time  for  everybody  to  stop 
posturing  and  get  serious  about 
inflation.  No  matter  how  sonorous 
their  bleats  that  wages  are  follow- 
ing, not  leading,  prices  uphill, 
union  chiefs  know  that  the  public 
wants  the  leapfroggers  to  cool  it, 
even  if  it  takes  mandatory  controls 
to  make  them  do  it.  Included  in 
that  public  is  a  big  chunk  of  union 
dues-payers  and  their  wives  or 
husbands,  who  know  just  how  val- 
ueless most  of  their  past  pay  raises 
have  been. 


and  prices  to  George  Meany  &  Co. 

It  finally  dawned  on  the  Administra- 
tion inflation  fighters  that  it  was  stupid  to 
advertise  far  and  wide  that  the  1979 
Teamster  pact  was  the  Rubicon  for  all 
hopes  of  stemming  the  erosion  of  the 
dollar  without  ever  making  any  direct 
pitch  to  the  union  most  immediately  in- 
volved. The  brui.sed  egos  of  Fitzsimmons 
and  his  cronies  were  massaged  with  two 
invitations  to  special  White  House  brief- 
ings, at  which  the  Teamster  chief  gave 
the  Administration  little  encourage- 
ment. He  called  on  the  government  to 
stay  out  of  the  collective  bargaining  pro- 


Grospiron  of  the  oil  workers  union 


While  Carter  watches  the  Teamsters,  the 
Teamsters  will  be  watching  the  oil  workers. 


The  sentiment  at  Teamster  headquar- 
ters is  very  much  along  that  line.  The 
Fitzsimmons  team  knows  that  the  at- 
tempt to  make  over  the  union's  image 
would  have  zero  chance  of  success  if  the 
White  House  tagged  the  Teamsters  as 
public  enemy  number  one  in  tipping  the 
economy  toward  worsened  inflation  and 
early  recession.  Quite  apart  from  such 
concern,  Fitz'  aides  never  cease  recalling 
that  he  stood  alone  among  top  laborites 
when  George  Meany  and  other  union 
heads  walked  out  of  the  old  pay  board 
during  President  Nixon's  multiphased 
control  plan  to  hold  down  wages  and 
prices. 

The  Teamster  chief  was  Nixon's  favor- 
ite labor  leader.  But  Fitzsimmons'  rela- 
tions with  Carter  have  been  cool,  and  he 
made  no  secret  of  his  resentment  at  being 
excluded  from  early  White  House  meet- 
ings at  which  the  President  outlined  his 
ill-fated  program  for  jawboning  wages 


cess  and  proclaimed  his  resolve  to  nego- 
tiate an  agreement  that  would  enable  his 
members  to  "remain  in  the  economic 
mainstream  of  the  American  way  of  life.  " 

Nevertheless,  the  Administration 
knows  full  well  that  Fitz  isn't  the  real 
problem.  The  few  in  the  Administration 
with  any  real  sophistication  in  labor  rela- 
tions are  fearful  that  membership  pres- 
sure will  convert  the  truck  union's  lead- 
ers into  scared  and  impotent  followers  in 
much  the  same  fashion  that  turned  last 
winter  s  long  coal  strike  into  a  union- 
wrecking  shambles. 

That  apprehension  has  been  sharp- 
ened by  the  inability  of  the  Teamster 
international  executive  board  to  make 
any  settlement  stick  in  the  three-month- 
old  strike  of  nine  northern  California 
locals  representing  warehouse  workers 
at  distribution  centers  operated  by  four 
big  supermarket  chains.  Three  tentative 
agreements  worked  out  with  the  aid  of 


federal  mediators  and  ranking  Teamster 
officials  have  fallen  apart  as  a  result  of 
rank-and-file  resistance.  The  employers 
have  reportedly  offered  to  match  tin 
three-year,  36%  pay  increases  recently 
won  by  southern  California  supermarket 
clerks,  but  the  warehouse  locals  are  balk- 
ing at  demands  for  work  rules  changes 
that  are  intended  to  offset  this  huge 
jump  in  labor  costs  through  increases  in 
productivity. 

The  Teamster  hierarchy's  ineffectual- 
ity  in  dealing  with  the  revolt  by  ware- 
housemen in  the  San  Francisco  Bay  area 
and  other  sections  is  especially  bad  news 
for  the  transcontinental  truck 
fleets  and  other  employer  groups 
preparing  for  the  nationwide  con- 
tract talks.  The  truck  operators 
were  badly  split  in  the  last  negoti- 
ations. They  have  solidified  their 
ranks  this  time  in  the  hope  of  ob- 
taining some  concessions  that 
would  improve  their  general  abili- 
ty to  compete  and  thereby  lessen 
the  high  mortality  rate  among 
marginal  carriers. 

A  joint  labor-management  com- 
mittee, under  the  neutral  chair- 
manship of  Professor  John  T.  Dun- 
lop  of  Harvard,  former  Secretary 
of  Labor,  has  been  preparing  the 
way  for  the  talks  by  exploring  pro- 
posals for  boosting  efficiency  as  a 
road  to  greater  profits  for  the  oper- 
ators and  greater  job  security  for 
truck  drivers.  Dunlop  can  be  ex- 
pected to  play  a  substantial  be- 
hind-the-scenes role  in  efforts  to 
steer  the  bargainers  on  both  sides 
toward  a  strike-free  agreement, 
but  the  heavy  external  pressures 
seem  likely  to  make  even  his  dex- 
terity of  meager  avail. 

The  two  principal  groups 
of  anti-Fitzsimmons  activists — 
Teamsters  for  a  Democratic  Union 
and  PROD — are  cooperating  to 
hold  the  leadership's  feet  to  the  fire  in 
the  contract  talks.  Fitz  loses  no  opportu- 
nity to  denounce  his  detractors  as  "jack- 
als, '  but  clamor  from  the  insurgents  has 
already  produced  signs  that  the  Team- 
ster negotiators  will  formally  seek  modi- 
fication of  the  "flexible'  work  week  that 
keeps  drivers  on  call  for  60  or  70  hours  a 
week,  much  of  the  time  without  pay.  A 
basic  change  in  that  provision  alone 
could  cost  employers  more  than  10%  a 
year  in  extra  labor  bills. 

If  President  Carter  can  put  some  mus- 
cle behind  his  new  anti-inflation  pro- 
gram in  the  negotiations,  soon  to  reach 
the  action  stage  in  oil  refining,  he  ma\ 
build  up  a  credibility  that  will  carry  over 
into  the  trucking  talks.  But  even  with 
that,  the  necessity  for  rank-and-file  ratifi- 
cation darkens  the  prospects  for  holding 
the  wage  line  without  an  economy-rock- 
ing Teamster  strike.  ■ 
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0  Information  System 


And  your  basic  investment  gives  you  room  for 
P'owth.  You  can  attach  a  wide  range  of  input/output 
ind  communications  devices;  in  addition,  the  new 
system  is  compatible  with  the  IBM  3790  Communi- 
cations System. 

People  can  do  what  they  do  best 

The  8100  was  carefully  designed  to  help  make  the 
)est  use  of  people's  talents  and  training. 

For  example,  your  DP  professionals  at  head- 
juarters  can  write  progi'ams  and  distiibute  them  to 
^100  locations  to  provide  greater  productivity  and 
consistency  throughout  your  organization.  Pro- 
rrams  can  also  be  prepared  locally  using  high-level 
ang-uages  like  COBOL,  or  with  a  special  8100  capa- 
)ility  called  Development  Management  System. 
[Tiis  efficient  approach  enables  users  unfamiliar  with 
)rogi*amming  to  develop  applications  on  the  spot  by 
imply  filling  in  the  blanks  of 
■asy-to-follow  fonnats  that  ap- 
)ear  on  the  tenninal  screen. 

A  big  factor  in  the  ease  of 
•peration  is  the  new  IBM  8775 
display  Station.  It  offers  such 
idvanced  functions  as  reverse 
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IBM  8775  Display  Station 


video,  blinking  screen  formats  and  variable  screen 
sizes.  And  the  screen  can  be  divided,  with  data 
displayed  for  reference  in  one  area,  while  the  opera- 
tor works  in  another 

On  top  of  all  this,  progi'am  products  available 
with  the  new  system  can  give  your  headquarters  DP 
staff  a  window  to  monitor  what's  happening  at  any 
8100  location,  right  from  the  central  site.  They  can 
help  out  if  someone  needs  progi'amming  assistance, 
or  if  difficulties  crop  up.  And  remote  program  main- 
tenance can  be  gi'eatly  simplified. 

Productivity...  Plus 

Like  the  System/370  and  System/360,  the  IBM 
8100  is  remarkable  in  its  own  right.  More  than  that, 
it  can  help  you  to  capitalize  on  your  investment  in 
information,  making  it  more  useful  to  more  people. 
Best  of  all,  you  don't  have  to  choose  between  gi'eater 
productivity  today,  or  getting  a  head  start  on 
tomorrow's  company-wide  information  network. 
With  the  8100  and  IBM's  communications  architec- 
ture, the  choice  isn't  either-or  It's  both. 

Behind  it  all  is  the  skilled  assistance  in  applica- 
tion development,  installation  support,  training,  ed- 
ucation and  the  quality  service  that  we  offer  -  and 
you've  come  to  expect  from  IBM. 

15  learn  all  the  details,  call  your 
local  IBM  Data  Processing  Division 
representative  today.  Or  write,  IBM 
Data  Processing  Division,  Dept.  83-F, 
1133  Westchester  Avenue,  White 
Plains,  New  York  106(M. 
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BM  j^'K'j  Line  Printer 


The  way  we  put  it  all  together  is  what  sets  us  apart. 


Condomania  In  Chicago 

Fueled  by  tax  laws  that  penalize  renters, 
by  fear  of  Inflation  and  plain  tulip-bulb  psychology, 
Chicago  is  in  the  grip  of  panic  buying  of  condominiums. 
Can  other  cities  be  far  behind? 

By  BOB  TAMARKIN 


V^^l^t^-tfT  1    I  IIM  HI 


rom  ourpoint 
of  view. 


One  of  A77ierican  Invsco  s  early  conversions 


A  white  elephant  that  turned  solid  gold. 


When  Nicholas  Gouletas  w;is  a  kid, 
he  helped  his  lather  sell  ice  cream  at  the 
corner  of  2400  N.  Lakeview,  on  Chica- 
go s  near  North  Side.  When  Nick  was  35 
years  old  in  1973,  he  sold  the  corner, 
where  today  stands  a  gleaming  30-st()ry 
glass  and  steel  structnre,  the  last  apart- 
ment hnilding  designed  b\  the  late  Mies 
van  der  Rohe.  This  skin-and-bones  high- 
rise  was  one  of  the  first  converted  and 
sold  as  a  condominium  by  Gouletas 
when  "condominium"  was  a  relatively 
new  word  in  the  Ghicago  real  estate 
lexicon.  (Derived  from  Latin,  comlo 
means  "jointly  and  daininiuin.  "owner- 
ship  or  "control.") 

In  the  five  years  since,  Gouletas,  alone 
with  his  brother  and  sister,  have  par- 
layed one  conversion  after  another  into 
American  Invsco  (see  p.  58),  which  this 
vear  will  gross  $1  billion  in  total  real 
estate  transactions  in  Chicago  and  17 
other  cities.  Not  bad  for  a  Greek  immi- 
grant who  was  selling  encyclopedias 
door-to-door  just  eight  \  ears  ago. 

The  meteoric  rise  in  privately  owned 
American  Invsco — the  nation  s  biggest 
condominium  converter — reflects  Chica- 
go  s  money  game  of  the  Seventies,  the 
fastest  get-rich  proposition  to  hit  the 
Wind\  City  since  bootlegging.  A  bli-nd 
of  ta.\  discriinination,  hard  sell,  panic 
peddling  and  speculation  has  turned 
Chicago  s  real  estate  market  into  a  pro- 
moter s  paradise  almost  overnight. 

For  better  or  worse,  condomania  is 
transforming  Chicago  from  a  city  of  rent- 
ers into  a  city  of  property  owners.  Since 
1973 — when  large-scale  conversions  be- 
gan— the  number  of  Chicago  s  rental 
units  declined  from  92.5,000  to  902,000 
this  \ear,  while  single-famiK  dwellings 
jumped  from  290,000  to  335.000  units, 
because  of  condominiums.  A  middle- 
class  would-be  apartment  tenant  wishing 
to  live  in  the  city  has  little  alternative  to 
condo  purchase.  In  a  45-day  period  last 
spring  First  Condominium  Develop- 
ment Co.  sold  out  all  540  units,  worth  an 
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Apartment  interior  in  the  famed  Mies  van  der  Rohe-designed  condominium  in  Chicago 
This  is  the  corner  that  Nick  sold. 


estimated  $20  million,  in  a  South  Side 
complex.  In  60  days,  American  Invsco 
sold  $21  million  worth  of  condominiums 
in  one  building  alone.  Nearly  every 
high-rise  building  along  Lake  Shore 
Drive  and  north  of  the  downtown  Loop 
has  been  converted  to  a  condominium  by 
six  big  developers,  while  a  score  of  small 
ones  have  made  fortunes  focusing  on 
four-flat  and  six-flat  conversions. 

It's  a  game  where  the  buyers  are  as 
anxious  to  buy  as  the  sellers  are  to  sell. 
Says  one  realtor:  "We  don't  have  to  work 
as  hard  now;  the  market  is  selling  itself 
Among  potential  buyers  the  feeling  pre- 
viiils  that  any  condominium  bought  at 
the  going  price  is  worth  it  because  there 
always  will  be  a  buyer.  Condos  already 
make  up  more  than  half  of  the  "for  sale  " 
market,  as  prices  in  the  past  two  years 
have  doubled,  tripled  and  even  cjuadru- 
pled.  Many  buyers  in  choice  areas  have 
doubled  their  money  on  resales  in  five 
months.  Tulip-bulb  mania  is  alive  and 
well  and  living  in  Chicago. 

Chicago  is  the  storiii  center  of  condo- 
mania,  but  the  movement  is  spreading  to 
other  cities  as  well  (see  hox,  p.  60);  only 
in  New  York  City  is  it  in  check,  and  that 
because  of  restrictive  local  laws. 

Along  the  prestigious  Gold  Coast  area 
nestled  beside  Lake  .Michigan,  units  last 
year  selling  at  $.50  to  $60  a  srjuare  foot 
are  now  selling  at  $100  to  $120.  That 
means  a  standard  one-bedroom,  one- 
bath  apartment  brings  $8.5,000,  with  a 
20%  down  payment.  This  for  apartments 
whose  monthly  rents  were  $360  a.s  re- 
cently as  1976.  The  mortgage  payments 
alone  are  now  .$668;  with  maintenance 
the  monthly  cost  is  $808. 

Now  developers  are  talking  about 
$200  a  s(juare  foot  within  the  next  .36 
months  for  a  one-bedroom  apartment. 

.'\n  efficiency  apartment  in  the  100- 
story   John    Hancock   Center   sold  for 


$18, .500  when  the  building  became  a 
condominium  in  197.3.  The  same  unit 
today  (if  vou  could  buy  one)  sells  for 
$82,000.  In  Water  Tower  Place  all  260 
units,  including  the  quarter-million-dol- 
lar ones,  are  sold  out. 

"There's  a  threshold  you  cross  when  it 
looks  like  you  can  t  lose,"  muses  Louis 
.Masotti,  director  of  Northwestern  Lhii- 
versity's  Center  for  Urban  Affairs  and  a 
new  condo  owner  himself  "It's  the  Gold 
Rush  all  over  again.  " 

Buyers  last  year  crossed  the  "thresh- 
old"  at  the  rate  of  16, .500,  the  nuinber  of 
estimated  condo  conversions  in  metro- 
politan Chicago.  In  1974  there  were  only 
3,100  conversions.  Today  there  are 
about  68,000  condo  units  in  the  Chicago 
area — 43,000  of  them  in  the  city — com- 
pared with  just  10,000  units  in  1976. 
Another  6,000  to  8,000  units  will  go  on 
^e  Chicago  market  this  year. 

Had  Chicago  been  in  the  grip  of  a  rent 
control  that  made  ownership  of  rental 
buildings  a  losing  game,  the  condomania 
might  have  made  more  sense.  In  fact, 
Chicago  hasn't  had  rent  control  since 
World  War  II,  and  since  1976  rents  have 
been  going  up  twice  a  year,  by  a  total  of 
15%  to  25%  in  choice  buildings. 

Although  the  condominium  market 
represents  only  6%  of  all  the  housing 
units  in  Chicago,  it  has  created  a  housing 
crunch  on  Chicago  s  North  Side,  drying 
up  the  rental  market,  forcing  rents  up 
Tiearly  .50%  in  the  past  year  in  some 
prime  areas  of  the  cit>'  and  suburbs.  The 
occupancy  rate  already  is  98%  on  the 
dense  near  North  Side,  a  warren  of  nar- 
row tree-lined  streets  dotted  with  high- 
rises  and  stately  Victorian  brownstones 
and  graystones.  A  rental  vacancy  below 
.5%,  say  housing  experts,  indicates  a 
housing  crisis.  With  construction  costs 
high  and  rent  control  an  ever-present 
threat,    both   bankers   and  developers 


have  shied  away  from  apartment  con- 
struction. Only  four  apartment  buildings 
have  gone  up  in  Chicago  in  the  past  four 
years — all  potential  conversions. 

Chicago  s  nearby  suburbs  are  feeling 
the  pressure  as  well.  In  Evanston,  for 
example,  the  first  suburb  to  the  north  of 
Chicago,  the  rash  of  condo  conversions 
has  reduced  the  apartment  vacancy  rate 
to  less  than  1%,  pushing  rent  increases 
this  year  as  high  as  60%  in  some  build- 
ings. So  far,  10%  of  Evanston's  rental 
units  have  been  converted. 

City  officials  and  developers  argue 
that  the  number  of  displaced  people  is 
small  and  more  than  offset  by  the  fact 
that  condominiums  indeed  help  stabilize 
neighborhoods,  increase  property  values 
and  retard  the  flight  of  the  white  middle 
class  to  suburbia  from  a  city  of  3. 1  mil- 
lion whose  white  population  is  46.5%,  a 
drop  of  20%  since  1969.  .Maybe  so,  but 
what  happens  to  young  families  unable 
to  get  up  a  down  payment  and  to  those 
whose  income  is  so  low  that  the  tax 
advantages  of  condominiums  fail  to  offset 
the  high  cost  of  mortgage  payments? 

And  in  Chicago,  condo  conversion  is 
not  the  tax  boon  to  the  city  that  it  might 
appear  to  be,  because  condominiums, 
like  single-family  houses,  are  assessed  at 
16%  of  market  value  compared  with  33% 
for  rental  apartment  buildings.  At  the 
same  time,  the  tax  base  has  been  affected 
in  other  ways.  Landlords  faced  with  an 
incoirie  scjueeze  have,  in  many  in- 
stances, ignored  maintenance  or  have 
not  paid  taxes.  They  have  been  the  major 
contributors  to  the  current  loss  of  nearly 
25,000  housing  units  in  Chicago  each 
year,  according  to  Lawrence  Rosser  of 
the  Woodstock  Institute.  (On  the  other 
hand,  notes  Rosser,  "condos  have  pre- 
served some  buildings  that  would  have 
been  discarded.  ') 

But  right  now  most  people  aren  t  wor- 
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Chicago  s  downtoicn  and  near  \urth  Side  areas 


Transforming  a  city  from  renters  to  owners. 


rying  much  about  such  long-range  prob- 
lems. The  general  feeling  is:  We  better 
get  on  the  gravy  train  before  it  rolls 
away;  we  better  get  our  condo,  no  matter 
what  the  cost,  before  it  costs  even  more. 

Behind  the  Chicago  boom  is  the  gen- 
eral conviction  that  one  can  ride  inflation 
with  real  estate.  "We  re  tiying  to  com- 
bine our  shelter  and  profit-making,"  says 
a  32-year-old  recently  married  accoun- 
tant. "It  s  like  buying  an  antique  car  and 
driving  it." 

Tax  policy  also  has  encouraged  condo- 
minium conversion.  Simply,  people  are 
subsidized  for  owning  rather  than  rent- 
ing. Condo  owners  receive  the  same  in- 
come tax  deduction  as  home  owners,  a 


benefit  unavailable  to  renters.  It  is  a  key 
selling  pitch  used  by  condo  salesmen. 
(Nevertheless,  the  condo  owner  still 
must  pay  substantialK  more  each  month, 
and  it  s  up  front.  For  instance,  on  a 
$58,000  one-bedroom  condo  with  a  10% 
down  payment,  the  costs,  including 
monthly  assessment  and  taxes,  amount 
to  $606.25.  An  owner  in  a  30%  tax  brack- 
et would  end  up  paving  S443,  compared 
with  S280  for  the  unit  as  a  rental.) 

There  also  are  tax  disincentives  to 
landlords.  The  1972  tax  reform  eliminat- 
ed rapid  depreciation  for  old  apartment 
buildings.  It  discourages  bu\ing  older 
buildings  as  tax  shelters,  holding  them 
briefl\  and  then  reselling  them. 


With  all  this  going  for  it,  nearly  even  - 
one — developers,  lawyers,  bankers, 
buyers  and  speculators — has  a  vested  in- 
terest in  the  great  condo  market.  The\ 
come  from  every  corner  of  the  cit>: 
George  Kramer,  a  62-year-old  condo 
janitor  on  the  North  Side,  owns  two 
condos  as  investments.  Don  DeBat,  who 
lauds  the  merits  of  condos  as  real  estate 
editor  of  the  Chicago  Sun-Times,  owns 
five.  Powerful  Cit\  Councilman  Edward 
V'rdolyak,  who  votes  on  condominium 
ordinances,  is  a  member  of  a  group  that, 
through  a  concealed  land  trust,  owns  47 
apartments  worth  more  than  82  million 
in  Marina  City  Condominium.  Charles 
R.    Sv\ibel,   chairman  of  the  Chicago 
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Housing  Authority,  is  the  developer  of 
the  Marina  City  Condominium.  Attor- 
ney Wayne  Hannah,  counsel  for  Ameri- 
can Invsco,  was  one  of  the  chief  archi- 
tects of  Chicago  s  recently  enacted  con- 
dominium ordinance.  (Between  July  22, 
1977,  when  the  ordinance  was  passed, 
and  Jan.  1,  its  effective  date,  over  7,500 
units  were  converted  in  Chicago  alone, 
according  to  county  records.) 

The  fact  that  Illinois  is  one  of  only 
seven  states  (the  others  are  Hawaii,  Indi- 
ana, North  Dakota,  Florida,  Virgina  and 
Arizona)  where  blind  land  trusts  are  legal 
has  encouraged  speculators  even  more. 

Among  the  3,200  units  converted  by 
American  Invsco,  between  8%  and  15% 


of  the  buyers  are  "investors,"  says  Santo 
Rizzo,  an  American  Invsco  senior  loan 
officer.  Last  year  Joseph  Moss,  another 
major  developer,  converted  four  Gold 
Coast  high-rises;  investor  purchases  ac- 
counted for  16%  of  sales.  In  one  492-unit 
building  converted  this  year.  Moss  set 
aside  for  investors  25%  of  some  $13  mil- 
lion in  mortgage  commitments. 

Speculators  have  even  moved  into 
rental  buildings  in  anticipation  of  their 
conversion.  "You  have  to  assume  a  build- 
ing will  convert  unless  told  otherwise, 
says  Northwestern  s  Masotti.  Conse- 
quently, some  of  the  newer  apartments 
in  their  advertisements  are  telling  rent- 
ers they  have  no  plans  to  convert  for  a 


number  of  years.  Still,  most  of  the  city's 
condo  owners  were  renters  when  their 
buildings  were  converted  from  under 
them.  And  rather  than  face  the  prospect 
of  the  same  thing  happening  in  another 
building,  they  bought.  To  minimize  sell- 
ing costs,  the  big  converters,  such  as 
American  Invsco,  try  to  get  between 
60%  and  65%  of  the  renters  to  buy  into  a 
conversion.  The  initial  lure:  a  5%  to  10% 
discount  off  the  public  price. 

The  result:  In  some  apartments,  such 
as  the  recently  converted  Hemingway 
House,  it's  impossible  to  buy  into  the 
market.  More  than  80%  of  the  tenants 
bought  their  apartments,  driving  the 
price  of  one-bedroom   imits   up  from 
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From  Athens,  With  Ambition 


l\  l.i:SS  I'tlAN 

cv-  \  ic'tdi  .  37 
Aiiicricaii  ln\ 
MUStN  ,  or  the  ' 
clyiiamic.  iin  \ 
tht'V  <  ■  ! 
vcrtci  N 
alone 

ol  rc;il  I  -'.li  ' 
b9(  (.■(iiiiiiii-. 

Tliis  rei.  ( 
a  lii'i.'  I'Dj 


Xi'  holas  Coiilctas.  40,  his  broth- 
r  l*A an^cliiH-,  liavi'  built 

';ilo  a  veritable  real  estate  <1\- 
i4  io  it  in  the  i'.S.  toclav.  Brash, 
ii  \  ;  .  1     ■,  )iiiro\'ersial  and  inciispiitablv  rieh, 
•  i:   liution  s  biggest  concloininiuni  c'OTi- 
ii  the  past  five  years  in  Cihieatio 
iL  tlie\  will  liandle  $1  billion  worth 
!  ransai  I  ions  of  all  kinds  this  \'ear  and  take  a 
sion  (111  most  of  it. 

lit  past  is  mere  prologue.  The  Gouletases  have 
:  to  beeoiiie  the  na- 


tiiiii  ^  first  (rnl\  national  real  es- 
tate eonipanv  .  i  /'or  (mother  con- 
li'iulcr  .sec  /)  6''5.)  Amliitious? 
Yes.  Ridieuloiis':^  .No. 

Invseos  rapid  expansion  in  the 
past  st'\eral  \ears  iiieluded  the 
aetjuisition  of  loeal  realt\  compa- 
nies such  as  The  W'histon  Group, 
a  big,  established  commercial 
Realtor  in  (,'hicago;  J-H  Kahn,  in 
sulnirban  Gleneoe  on  C'hicagos 
prestigious  North  Shore;  Saxe 
Realt\  ('().,  a  4()-year-old  San 
Francisco  firm,  and  Fuller  and 
Co.,  Golorado  s  largest  industrial 
and  commercial  real  estate  oper- 
ation. Its  offices  handle  not  only 
condo  conx'ersions  but  also  com- 
mercial and  residential  broker- 
age, management  and  leasing 
and  relocation  management. 

This  year  Invsco  entered  the 
New  York  market  when  it 
bought  the  28-ston'  high-rise  at 
900  Park  Avenue  for  a  reported 
$20  million.  The  plush  apart- 
ment house,  completed  in  1973, 
is  a  looming  svinbol  of  Invseo  s 
sassiness  and  tenacitv — and  its 
toehold  in  tht^  competitive  east- 
ern markets  where  midwestern- 
ers  are  seldom  welcomed.  It  will 
serve  as  Invseos  flagship  when 
Gouletas  starts  beating  the 
condo  drums  along  the  Hudson. 
The  building  is  no  longer  taking 
rentals,  a  sign  that  conversion 
ma\  be  around  the  corner. 

American  Jnvsco  came  long 
after  Chicago's  first  condomin- 
ium conversion,  which  was  done  back  in  1964  b\  Joseph 
Moss  and  Harold  Miller  in  Hyde  Park,  near  the  Universi- 
ty of  Chicago  on  the  South  Side.  But  when  Gouletas  did 
begin  in  1973.  as  one  developer  put  it,  "Nick  was  the  right 
gu\  at  the  right  time." 

Nick  was  alwaxs  the  salesman.  At  19,  he  joined  C.F. 
Collier  piiblisln'is,  earning  .S33  per  ortler  on  the  encxclo- 
pedias  he  sold  door-to-door.  When  he  left  13  \ears  later, 
he  was  a  \  ice  president  f)f  U.S.  and  Canadian  sales  making 
more  th.iu  810(),(KI0  a  \  ear. 

rj)ining  that  time,  \'ietor,  who  shortened  his  name  to 
Goulet,  earned  an  engineering  degree  and  a  law  degree, 
then  worked  for  a  law  firm.  Evangeline,  with  a  iiiastt'r  s 


American  Invscn's  Xicholas  Gouletas 
His  only  goal  is  to  be  number  one 


degree  in  niathi-iiiatics.  \^()rke(l  for  North  .American  .Avi- 
ation on  the  \liniiteinan  missile  program  at  Ca[je  (^aiuiv- 
eral.  She  returned  to  ( ihitago  in  the  mid-Sixties  to  work  as 
an  administrator  tracing  federal  funds  for  the  Chicago 
Board  of  i'.ducation. 

The  three  began  dabbling  in  real  estate  part-time, 
accumulating  si\  properties  in  1909.  .At  that  point  they 
detided  the  time  had  come  to  quit  their  jobs  and  take  the 
real  estate  g.iine  s("riousl\. 

fieal  estate  was  almost  a  wa\  of  life  for  the  Gouletas 
kids,  who  were  born  in  .Athens  and  watched  their  father  s 
thri\ing  li(|iior  and  spito  busi- 
ness crumble  under  the  Nazi  oc- 
cupation and  Greece  s  postw  ar 
economic  chaos.  Tlie\  moved  to 
the  I  .S.  ill  1VJ46  and  settled  in 
C^iicago.  Their  father  worked  at 
two  jol)s  ill  order  to  save  the 
S2,000  for  the  down  pa\  inent  on 
his  first  building. 

Nick,  the  phlegmatic  and  soft- 
spoken  fiimily  spokesman,  says; 
'Were  work-oriented.  .And  I 
would  never  ask  my  people  to  do 
something  that  I  wouldn  t  do.  " 
Last  \ear,  just  in  the  Chicago 
area,  .Nick  s  "people,  working 
se\en  tla\s  a  week,  did  all  right 
for  themseKes  and  Invsco.  Eigh- 
tet'ti  salesmen  had  SI  million  in 
sales,  14  over  S2  million,  .5  over 
S3  million  and  1  over  S4  million. 

Long  hours  and  nonstop  hus- 
tle enable  Invsco  to  take  on  some 
white  elephants  and  suceessfulK 
coinert  them.  In  doing  so,  peo- 
ple began  comparing  Invseos 
selling  of  condos  with  door-to- 
door  enc>  clopedia  sales:  The  sell 
was  hard. 

But  today,  the  zeal  is  some- 
what tempered.  Invsco  projects 
an  image  of  cjualitv'  in  the  prop- 
erties it  handles,  in  the  people  it 
associates  w  ith.  Nick  relies  heav- 
il\  on  three  outside  advisers  to 
help  in  the  long-range  planning. 
The\  are;  .Andrew  Brimmer,  the 
former  Federal  Reserve  Board 
member,  now  president  of  his 
own  consulting  firm.  Brimmer  & 
Co.;  William  G.  Karnes,  former 
chairman  of  Beatrice  F(K)ds;  and  Paul  R.  Jud\ ,  coehairman 
of  Warburg,  Paribas,  Becker,  the  Chicago  arm  of  the 
international  investment  bankers. 

Spreading  the  condo  gospel,  however,  ma\  not  be  as 
easy  in  other  parts  of  the  countrv  as  it  was  in  Chicago.  In 
Grand  Rapids,  \lich.,  for  example,  Inv  sco  salesmen  have 
met  resistance.  "Thev  see  us  as  citv  slickers,  trving  to 
take  advantage  of  them,  savs  one  Invsco  .salesman.  But 
the  Gouletas  family  thinks  it's  only  a  matter  of  time 
before  .American  Invsco  w  ins  their  confidence.  'That  s 
why  w("  use  local  people,  architects,  decorators,  banks, 
explains  Gouletas,  a  warm  Metliterranean  smile  parting 
his  lips.  — B.T. 
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$52,000  to  $71,000  within  a  month. 

The  sell  has  generally  been  hard,  a 
word  Gouletas  scoffs  at.  "If  you  want  to 
call  aggressiveness  'devotion,  follow- 
through,  imagination  and  working  18 
hours  a  day,  then  I  consider  being  called 
'aggressive'  a  compliment,  '  he  says. 

In  its  60-da\  drive  to  sell  417  units  in 
Outer  Drive  East,  the  American  Invsco 
blitz  began  with  an  introduction  to  each 
resident  through  a  specially  delivered 
complimentary  basket  of  fruit  and  bottle 
of  champagne.  Next  came  a  visit  by  an  AI 
salesman.  In  addition,  Al  hosted  a  Sun- 
day brunch  for  over  3,000  people.  Sub- 
sequently, more  than  15,000  prospects 
were  invited  to  see  and  to  dine  at  Outer 
Drive  East.  The  initial  response,  AI  re- 
ported, was  100  sales  in  the  first  30  days. 
Referrals  of  previous  "clients  accounted 
for  75%  of  the  sales,  according  to  AI 
officials.  Through  a  chain-letter  ap- 
proach, each  of  the  125  Invsco  salesmen 
had  developed  a  clientele — people  who 
were  buyers  and  prospective  condo  buy- 
ers who  knew  others  who  might  be  inter- 
ested. Gouletas  fondly  refers  to  them  as 
American  Invsco  s  "following.  " 

The  sales  campaign  received  citywide 
publicity  after  American  Invsco  pro- 
claimed "a  total  sellout,"  when  indeed  80 
units  had  yet  to  be  sold  and  another  100 
sales  were  to  be  closed. 

In  its  conversion  of  260  E.  Chestnut, 
in  September  of  1975,  American  Invsco 
announced  that  75%  of  the  building,  or 
some  300  apartments,  had  been  sold. 
But  a  tract  search  of  the  building's  own- 
ership as  of  January  1976 — four  months 
later — revealed  that  138  of  the  apart- 
ments, or  about  one-third,  were  in  a 
trust  held  by  Continental  Illinois  Nation- 
al Bank.  The  apartments  in  trust  were 
put  up  as  collateral,  which  is  a  common 


practice     among     condo  converters. 

The  conversion  wave  has  meant  big 
profits  for  the  developer  with  a  proven 
track  record,  who  usually  turns  a  profit 
in  three  to  six  months.  The  banks,  of 
course,  are  big  winners,  too,  with  profit- 
able loans  at  as  high  as  13%  to  14% 
interest  (plus  three  points  for  the  loan, 
which  can  increase  the  per  annum  rate  to 
more  than  20%,  depending  on  the  length 
of  the  loan).  They  are  often  willing  to 
finance  100%  of  the  purchase  price  of  a 
building  since  the  existing  rents  usually 
carry  the  mortgage.  American  Invsco, 
for  example,  paid  $10  million  for  the 
Mies  van  der  Rohe  apartment.  About 
$250,000  in  cosmetic  improvement  of 
the  "common  elements  (halls,  eleva- 
tors, lobbies)  were  made.  The  units  sold 
for  an  estimated  $14  million,  giving 
American  Invsco  a  44%  return  on  its 
investment. 

Housing  officials  say  only  about  25%  of 
converted  buildings — usually  smaller 
ones — get  extensive  rehabilitation  work 
beyond  cosmetic  changes. 

Paul  Berger,  chairman  of  Hyde  Park 
Federal  Savings,  who  has  converted 
about  16  buildings  on  the  South  Side, 
says  he  makes  anywhere  from  6%  to  40% 
on  conversions.  But  there  are  cases,  says 
Daniel  Lauber,  senior  planner  for  the 
village  of  Oak  Park,  just  west  of  Chicago, 
of  returns  from  .50%  to  500%.  Continen- 
tal Illinois  Bank  has  handled  most  of 
Chicago  s  big  conversions  and  is  also  fi- 
nancing a  large  number  in  other  U.S. 
cities  as  well.  As  a  Continental  vice 
president  puts  it,  "We  love  them  [condo 
conversions].  The  turnover  is  quick  and 
we're  making  a  lot  of  mone\.  Conver- 
sion also  has  enabled  banks  such  as  Con- 
tinental to  rid  themselves  of  unwanted 
real  estate.  Take,  for  example,  the  Mari- 


na City  conversion — an  overnight  gold 
mine  for  developer  Charles  Swibel,  a 
power  in  City  Hall  circles,  and  chairman 
of  the  Chicago  Housing  Authority.  And  a 
bail-out  for  Continental. 

Marina  Cit>',  two  circular  towers  with 
896  apartments,  was  built  in  1961.  Con- 
tinental took  it  over  when  the  owners 
defaulted  on  the  mortgage. 

Swibels  Marina  City  Coip.,  capital- 
ized at  $1,000,  bought  the  property  from 
Continental  for  $32.3  million,  out  of 
which  an  existing  mortgage  of  $12.7  mil- 
lion was  to  be  paid,  according  to  mort- 
gage documents  obtained  by  Forbes. 
Swibel  borrowed  the  money  from  Conti- 
nental, using  the  land,  building  and  im- 
provements as  collateral.  He  spent  about 
$3  million  upgrading  the  apartments. 

For  a  period,  Swibel  discounted  the 
mortgages,  which  were  offered  at  5% 
down  and  7%%,  two  points  below  the 
interest  rates  at  the  time  conversions 
began  in  September  1977.  In  addition, 
tenants  also  received  a  3%  discount  on 
the  prices  of  their  units,  which  ranged 
from  $32,600  for  an  efficiency  to  $84,500 
for  a  two-bedroom  unit. 

The  last  30  units  of  the  complex  are 
expected  to  be  sold  before  the  end  of  this 
year,  which  means  that  in  14  months 
Swibel  will  have  sold  an  estimated 
$41,500,000  worth  of  condominiums, 
earning  a  profit  of  $6,250,000.  In  addi- 
tion, Swibel  s  company  has  a  five-year 
management  contract  at  $107,000  a  year. 
All  on  an  investment  of  $1,000  in  capital 
stock  of  Marina  City  Corp. 

Condos  have  filled  a  vacuum  (mainly 
in  the  $50,000  to  $60,000  homes)  created 
by  the  soaring  costs  of  single-family 
housing  construction,  but  have  not  nec- 
essarily taken  buyers  away  from  the 
booming  single-family  housing  market. 


Horizontal  Property 


To  .MOST  PEOPLE  the  idea  of  condominiums  is  relatively 
new- — a  product  of  American  real  estate  ingenuity  in  the 
past  two  decades.  If  you're  one  who  chinks  so,  you  re  off 
b\'  nearh  4.0(X)  years. 

The  earliest  known  record  of  the  condominium  has 
been  traced  to  Babylonian  documents  dated  to  2000  B.C., 
which  show  the  sale  of  the  first  floor  of  a  house  with  the 
owner  retaining  title  to  the  second  floor.  A  papyrus  in  the 
Brooklyn  Museum,  dated  4.34  B.C.,  describes  an  apart- 
ment, its  boundaries  ami  specific  instructions  about  the 
right  of  sale — and  even  title  insurance. 

As  the  Roman  Empire  grew,  desirable  land,  especially 
neai'  the  Forum,  became  scarce  and  expensive.  The 
S(iueeze  led  the  Senate  to  pass  a  law  that  permitted 
Romans  to  own  their  own  homes  in  multiunit  buildings. 
Retired  Roman  generals  were  often  given  an  apartment — 
a  condominium — in  the  city  as  revsard  for  their  sen  ice  to 
the  f'>in{)irc. 

In  western  Europe  s  walled  cities  during  the  Middle 
.\gcs.  londoniiniums  were  popular.  Ivirly  in  the  20th 
centiuy.  the  condo  concept  spread  to  Spain,  Italy,  Bel- 


gium, the  Netherlands  and  France,  where  statutes  were 
enacted  to  permit  them. 

When  the  condominium  reached  Latin  America,  it  was 
dubbed  "horizontal  property.  '  Brazil  adopted  "horizontal 
property"  legislation  iis  early  as  1928,  and  Chile  followed 
with  similar  legislation  in  1937.  In  Venezuela,  condomin- 
iums are  about  the  only  ty  pe  of  house  that  one  can  buy. 

There  were  a  few  condominiums  in  the  U.S.  in  1947, 
but  there  were  no  laws  governing  them.  Puerto  Rico 
enacted  condo  legislation  in  1951  and  then  again  in  1958. 
It  took  until  the  Sixties  before  the  condominium  gained  a 
foothold  in  the  U.S.  In  19(32  the  Federal  Housing  Admin- 
istration drew  up  a  condominium  statute  based  on  the 
Puerto  Rican  laws  that  has  since  sei-ved  as  a  model  for 
states  enacting  their  own  laws.  By  1967  all  .50  states  had 
enacted  some  form  of  condominium  legislation. 

It  wasn  t  until  the  mid-Seventies  that  the  condo  impact 
was  felt.  In  1970  there  were  only  85,000  condo  units  in  the 
entire  U.S.,  according  to  census  flgm-es.  By  April  of  1975, 
there  \\(  re  1.25  million  condo  imits.  Today  there  are 
nearK  2  nullion.  — B.T. 
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Better  Buy  Now 


Cx)MX)MANlA  is  sweeping  across  the  country's  major  mct- 
ropohtan  areas,  gobbling  up  dose  to  5()'^f  of  the  for-sale 
iiiarkels  in  southern  Clalifbrnia.  (^liicago,  W'asliingtoii, 
1 )  ( , . .  o\  er  half  in  southcri]  Florida  and  San  F'  l  ancisco. 

I  Ins  rundnw  !!  i-  lijsf-d  on  lignrcs  from  FoiiBi  s  sonrces, 
iiii'Indinu,  tl  !;:iic  aii  (which  docs  not  traik  condo 

convcisi' >'  ''■})  Heal  i'",slatc.  Inc. 

Wa  l'  ill  llic  second  (jnarter.  condo  sales 

()iit|).i(  I  1  111, 111  units  and  should  hit  a  record  10. (KM) 

this  V  onversioiis  make  up  about  half  the  eondo 

stock  ■.cHiiig  one-third  to  former  tenants.  .About  2.(KK) 
umi  -  .1  Near  are  converted  to  condos  or  apartmcTit-hotels. 

lioston — Most  condo  conversions  sell  out  in  3  to  12 
iiienths.  Waterfront  prices  are  $100, (KX)  to  $200, (X)0,  in 
tlx  vdv  .$30,000  to  $50,000,  Rental 
o((  i;ixinc\  is  in  the  low  fX)s, 

\(  \\  "lork-Long  Island — Undt-r 
~>'  i  of  the  city  s  housing  inventon 
aic  (.ondos.  .More  than  -5, 000  coops 
are  exiiecled  this  year.  But  in  the 
suburbs  coirIos  account  for  at  least 
50'/t  ol  loi  -sale  uuiltifaniily  housing. 

l  liere  are  far  more  coops  in  \cv\ 
York  (  .'it\  than  condos.  ( loopera- 
ti\cs  arc  ow  ued  by  nonprofit  corpo- 
rations w  hose  shareholders  ow  n  an 
undivided  jjoition  of  the  entirt- 
building  and  ha\e  the  right  to  occu- 
])\  indi\i(ina!  units.  By  contrast, 
condo  resiclents  own  the  imits  in 
which  the\  li\'c,  maintaining  indi- 
vidual niortiiages  and  an  undivided 
share  ol  the  "comnu)n  elements 
(lol)bies,  grounds,  garages,  ("tc. ). 

Atlanta — The  condo  imi-ntoiy  is 
somewhat  depleted,  down  ],.50<) 
from  8  (K)0  units.  Rental  occupancy 
is  about  9(iCf.  with  higher  ratt"s  in 
prime  north  and  northwest  areas. 

l)allas-Ft.  Wortfi — In  this  hot 
housing  market,  condo  acti\'it\  is 
increasinu;  by  2,(K)0  units  this  \ear, 
though  conversion  has  not  yet  taken 
full  hold,  C;on\ertcd  sc-\en-to-ten- 
\ear-old  garden  apartments  go  for 
S25.000  to  $.50,0(X),  Rental  occupan- 
cy is  up  a  point  to  96%  since  March. 


\cic  York's  900  Park  Avenue 
A  doorway  to  things  to  come? 


Rents  are  rising  about  13%  a  year,  home  prices  1%  to 
l'/2%  a  month  and  lot  prices  15%  a  year. 

Houston — Oyersupply  has  pushed  conversions  down  to 
5,(X)0  this  year  from  13,fXX)  last  year.  Condos  at  S30,(KX)  to 
$.50,(X)()  are  selling  well  on  the  city's  west  side. 

Miami-Ft.  Laudeidale — (.'ondo  inventory  is  down  by 
half  this  year  to  about  8,(KX),  but  sales  are  still  strong  in 
the  semilu.\m  \  and  luxury  ($85,0(XJ  to  S600,(XX))  market. 

Denver — (JouNersions  are  doing  well,  about  4, (XX)  this 
year,  ('ondos  sell  (juickK.  \  120-unit  building,  with  units 
priced  from  $70,000  to  $120.(XX).  was  two-thirds  sold  out 
before  constniction  began. 

Los  .Angeles — (Rondos  and  tow  tihouses  make  up  half  the 
for-sale  market,  usually  in  the  $40,(XX)-to-$9(),(XXJ  range. 

There  is  now  a  backlog  of  proposed 
conversions  awaiting  city  approval. 
VVilshire  Boulevard  c-onversions  sell 
for  SI 25  to  $140  a  scjuare  foot,  and 
one  Beverly  Hills  developer  was 
selling  million-dollar  condos.  Rental 
occupancy  is  around  98%.  In  August 
the  L  .A.  city  council  passed  a  six- 
month  rent  control  measure  effec- 
tive Oct.  1.  An  immediate  result: 
Apartments  under  construction  are 
being  converted  to  ccmdos. 

San  Diego — Condos  and  town- 
liouses  account  for  40%  of  the  for- 
side  Tnarket.  Inventory  is  a  tight 
eight  weeks,  and  conversions  make 
up  25%  of  the  c()ndo  stock.  New 
condos  in  the  $80,000  range  report- 
edly have  five  in(juiries  for  every 
unit  before  framing.  Rental  occu- 
pancy is  98%  to  99%.  with  rents 
rising  20%. 

Siin  Francisco-Oakland — Conver- 
sions sell  out  (juickly  and  condos  are 
doing  well  at  lower-end  locations. 
One  23()-um't  conversion  was  tvvo- 
thiids  sold  out  in  four  months. 
Rental  occupancy  is  up  to  97%. 

Seattle — (^ondo  sales  and  conver- 
sioirs  gidw  steadily  ,  particularly  in 
low -to-medium  ranges.  Rental  oc- 
cupancv  is  98%.  with  rent  increases 
at  7%  to  10%.  —B.J. 


Prodded  by  anxious  renters  who  won  t 
or  can't  buy  their  apartments,  communi- 
ties in  the  Chicago  area  and  across  the 
nation  have  taken  steps  to  ebb  the  condo 
tide.  The  Evanston  City  Council  ap- 
proved a  condominium  moratorium  in 
August.  In  September,  Seattle  passed  a 
60-day  condo  ban.  San  Francisco  and 
Washington,  D.C.  temporarily  banned 
conversions  until  they  were  able  to  pass 
legislative  controls.  Marin  County .  Calif 
adopted  a  conversion  ordinance  tied  di- 
rectly to  its  housing  conditions.  C-onver- 
sions are  banned  when  the  county  s  rent- 
al vacancy  rate  falls  below  5%  or  when 
multifamily  units  drop  below  25%  of  the 
total  housing  stock. 

A  tough  state  conversion  law  in  1974, 


coupled  with  rent  control,  kept  New 
York  City  s  cooperative  and  condomin- 
ium market  from  exploding.  In  1965 
there  were  76, (XX)  condo  and  co-op  units 
in  New  York.  By  1970  the  number  of 
units  had  increased  to  116,567 — still 
only  about  2.2%  of  all  the  housing  in 
New  York  urban  areas.  This  compares 
with  6%  in  Chicago  today. 

The  New  York  law  delayed  tenant 
eviction  for  two  years  beyond  the  term 
of  the  lease  and  reciuired  35%  of  the 
tenants  to  purchase  their  apartments 
within  one  year  before  conversion 
could  take  place.  While  the  state  law 
expired  this  year,  a  city  law  is  still  in 
effect. 

Chicago  wiis  late  passing  its  condomin- 


ium ordinance,  which  does  nothing  to 
control  condo  growth.  It  is  a  disclosure 
ordinance,  retiuiring  the  developer  to 
give  a  buy  er  more  information  about  the 
building  and  renters  120-day  notice  in- 
stead of  30  day  s.  Since  Jan.  1,  when  the 
bill  became  effective,  the  city  has  issued 
46  citations  against  26  developments 
with  fines  ranging  from  SIOO  to  $1,900. 

T  do  not  think  that  the  ordinance  poses  a 
hardship  to  developers  or  their  attor- 
neys, say  s  Sharon  Gist,  commissioner  of 
consumer  sales,  who  is  responsible  for 
enforcing  the  ordinance. 

Chicago's  politicians  and  business 
leaders  continue  to  boast  that  it  is  the 

"city  that  works.  It  indeed  does.  If  you 
kiiow  how  to  work  it.  ■ 
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It's  a  part  of  the  language  now.  Certainly,  the  phrase  "the  Cadillac  of  its  field"  is  one 
of  the  finest  compliments  you  can  pay  a  product.  But  there's  only  one 
"Cadillac  of  Cars."  And  that's  the  genuine  article. . .  Cadillac. 
Which  is  another  way  of  saying  that  the  only  way  to  get  everything  a  Cadillac 
has  to  offer  is  to  get  the  car  that  carries  the  name. 
That's  Cadillac. 


Finding  new  ways  tc 


'0 


Lockheed  knows  how. 


"Biggest  advance  since  the  autopiloL" 

I        or.c:  \'.,ce.\  r.e.c  vip.niLir.  or  an  c\>.,^>.\e  fuel- 
saving  system  now  being  installed  in  many  L-IOll  TriStars. 

Called  the  Lockheed  Flight  Management  System,  it 
senses  altitude,  speed,  and  other  flight  factors.  Then  it 
can  act  automatically  to  control  the  engine  throttles  for 
best  fuel-use  efficiency  at  all  times  during  flight— takeoff 
to  landing. 


Flig- 

Tr.^^^.-.  a        :i.c.:^re.  the  s\stem  isn  t  just  Tor  new 
planes;  it  can  easilv  be  added  to  existing  L-IOIIs.  And  the 
savings,  over  the  life  of  each  plane,  could  total  millions 

of  dol'art 

Making  aircraft  lighter. 

Since  the  1930s,  most  aircraft  have  been  structured  of 
strong,  lightweight  aluminum.  Future  generations  of 
aircraft  mav  also  be  made  mostly  of  aluminum,  but  of  a 
ver\'  different  nature. 

•A  new  technology'  being  explored  by  Lockheed  uses 
powdered  aluminum,  alloyed  with  such  elements  as  iron. 


lithium  or  cobalt,  to  create  lighter,  stronger  and  «: 
metals  than  can  be  achieved  w  ithcon\entional  alu 
technologv. 

Results  indicate  this  'new  aluminum'  could  reduce 
present-day  jetliner 
weight  bv  10%.  That 
in  turn  means  savings 
of  millions  of  gallons 
of  fuel  over  each 
aircraft s  life,  a  big 
benefit  in  energy- 
short  years. 

For  this  new- 
material  process. 


> 


i 


Lockheed  scientists  even  had  to  employ  astonish;  _ 
techniques  for  turning  the  powdered  aluminum  and 
allovs  into  superior  metal.  After  heating  and  melting 
example,  the  mixture  .is  rapidK  cooled  a  million  timt- 
faster  than  the  cooling  rate  used  with  standard 

Down  the  road:  liquid  hydrogen. 

Lockheed  scientists  are  deep  into  a  NASA-sponsort 
stud\  of  a  future  aircraft,  powered  b\  a  clean-burnin; 
liquid  h\drogen.  that  could  cruise  at  a  flashing  h\pers< 
speed  of  about  4.000  mph,  or  six  times  the  speed  of  soi 

Because  liquid  hydrogen  can  be  made  from  coal  c 
e\en  water  its  future  use  in  aircraft  could  eliminate  1 
need  for  scarce,  exF>ensive  f>etroleum. 

The  aircraft  would  cruise  at  altitudes  as  high  as  120 
feet  and  have  ocean-spanning  range.  Its  200  passeng< 


;ave  fiiel  in  flight. 


I  for  liquid  hydrogen  fueled  aircraft 

d  be  whisked  from  New  York  to  London  in  under  two 
s,  and  could  make  the  Los  Angeles/Tokyo  flight  in 
ire  two  hours,  18  minutes— takeoff  to  landing. 

B-tuning  the  flight  plan. 

hen  a  pilot  calls  Lockheed's  jetPlan,  he's  in  touch  with 
mputerized  encyclopedia  of  information  affecting 
roposed  flight.  And  the  benefit  he  gets  is  eye-opening 
lomy— savings  of  both  time  and  fuel. 
'  tap  a  constantly  updated  reservoir  of  data,  a  pilot 
es  preflight  contact  via  telephone  and  a  small  printer 
inal.  In  minutes,  he  gets  back  his  most  efficient 
t  plan.  Given  origin,  destination,  and  type  of  aircraft, 
an  reckons  its  answer  from  such  factors  as  route 
ysis,  current  weather,  recommended  fuel  load, 
ie  altitude,  speed  and  shortest  route. 
')w  well  does  it  work?  Over  a  recent  12-month  test 
^d,  U.S.  military  and  corporate  aviation  saved  more 
30  million  gallons  of  fuel,  or  better  than  $1.5  million, 
that's  just  the  beginning.  The  number  of  JetPlan  users 
the  savings  are  both  growing  steadily. 


Stretching  wings. 

Longer  wings  mean  reduced  drag  and  consequently  a 
substantial  cut  in  fuel  use.  But  among  big  wide  body 
jetliners,  only  the  Lockheed  L-1011  TriStar  can  add  nine 
feet  of  wingspan  without  costly  structural  redesign. 

That's  because  of  the  L-1011 's  advanced  technology, 
in  this  instance  an  exclusive  system  of  Active  Control 
ailerons.  Controlled  by  computers,  these  ailerons  will  act 
automatically  to  reduce  the  structural  loads  on  the 
lengthened  L-1011  wings. 


Longer  wings  for  less  drag. 

The  longer  wings  and  Active  Control  ailerons  will  mean 
a  healthy  savings  of  fuel  when  they  enter  airline  service  in 
1980.  And  they'll  also  help  the  L-1011  have  the  smoothest 
ride  of  any  jetliner  through  gusts  and  turbulence. 

When  it  comes  to  devising  farseeing  programs  to  meet 
the  growing  fuel  crisis,  Lockheed  knows  how. 

Lockheed 


The  same  InCorp  Banker 
can  lease  you  equipment  to  dig 
nd  lend  you  money  to  build. 


ne  InCorp  Banker  can  deliver  on  all  your  com 
pany's  financial  needs.  He  is  skilled  in  the 
appiicatipn  of  leading,  construction  financing, 
appraisals,  international  banking,  factoring  and 
more.  All  in  addition  to  traditional  lending. 

As  a  result,  you  receive  coordinated,  efficient 
solutions  to  your  connpany's  financial  needs 
through  a  single  InCorp  Banker,  representing' 
a  $2=billion  multinational  financial  services  cor- 


poration.  And  because  the  same  InCorp  Banker  can  handl 
your  total  relationship,  you'll  save  time  and  money. 

Whether  you're  about  to  break  ground  or  appraise  you 
plant  and  equipment,  call  George        %i  1^ 
P.  Clayson  III,  Senior  Vice  Presi-  Ji^^^nfj^ 
dent,  at  (401)  278-5840  or  write  4? 
InCorp  at  55  Kennedy  Plaza,         -ff  -  CDRP 
Providence,  Rl  02903  for  an         ■'>'.  .nousi»«*.vatonaico«. 
annual  report. 


InCorp  Banker  can  deliver  on  all  your  firm's  financial  needs. 


A  financial  services  comp 


.  :'ional  Bank,  Prov.,  R.I,  •  Inleasing  Corp.,  Prov.,  R.I.  •  Ambassador  Factors,  New  York,  N.Y.  •  Mortgage  Assoc.,  Inc.,  Mil..  Wis.  •  Kensington 
/  ^iiifcj^  dnd  Finance  Corp.,  Mil.,  Wis.  •  Southern  Discount  Co.,  Atl  ,  Ga.  •  Information  Sciences,  Inc.,  Prov.,  R.I.  •  Westminster  Properties,  Inc.,  Prov.,  R.I 
»  ln?8rriationa!  Appraisal  Co.,  Fair  Lawn,  N.J.  •  INB  Appraisal  Co.  of  Canada,  Ltd.,  Ont.  •  Industrial  Capital  Corp.,  Prov.,  R.I.  •  Industrial  Nat.  Mortgage  Co., 
Prov.,  R     <•  C-O-M  Service  Bureau,  Inc.,  Boston,  Mass. 


CoUhceU  Banker  s  Jeff  Pence  made  $71  selling  this  Santa  Ana,  Calif.  huiUHnii,  tu'a 
If  only  Boston,  Philadelphia  and  Washington  turn  out  like  California. 


Go  East,  Young  Man 

Wes  Poulson  and  his  computer  have  taken  California's 
Coldwell  Banker  across  the  Mississippi.  Now  he's  trying 
to  make  it  America's  first  nationwide  real  estate  giant. 


By  JOHN  MERWIN 

Jeff  Pence  is  having  a  pretty  fair  year  in 
the  town  of  Santa  Ana,  Calif  The  39- 
year-old  real  estate  broker  just  sold  a 
four-storv  office  building  for  SI. 8  mil- 
lion. That  s  not  the  biggest  deal  ever  in 
Santa  Ana  or  in  Jeff  Pence  s  life.  But  this 
was  the  second  time  around  for  Pence 
and  that  four-story  building. 

Pence  first  brokered  the  building  in 
1971,  when  it  sold  for  $1.6  million.  He 
and  an  associate  picked  up  a  $23,000 
sales  commission,  passing  an  additional 
$23,000  along  to  their  employer.  Cold- 
well  Banker.  Two  of  Pence  s  associates 
signed  up  tenants,  which  netted  them  a 
$30, (XX)  lease  commission,  along  with 
$30,000  for  Coldwell  Banker.  Pence  re- 
ceived a  $1,000  "referral  fee"  after  the 
building's  owner  signed  a  management 
contract  with  CJoldwell.  The  deal  s  total 
1971  commissions  for  Coldwell  Banker, 
Pence  and  associates:  $107,(X)0. 

This  time  Penci'  and  an  associate 
picked  up  a  $48,000  selling  commission, 
and  of  course  Coldwell  Banker  got 
$48,000.  Pence  received  another  $1,200 
management-contract  referral  fee.  Un- 
doubtedly the  Coldwell  Banker  brokers 


will  renew  the  leases  and  wind  up  split- 
ting an  additional  $60,000  in  commis- 
sions with  the  company.  The  deal  s  po- 
tential commissions  for  brokers  and 
Coldwell  Banker  in  1978:  $157,200. 
That,  quite  simply,  is  why  Jeff  Pence 
and  Coldwell  Banker  are  having  still 


.  .  Coldwell  Banker  has 
been  in  the  right  business 
in  the  right  place  at  the 
right  time  . .  ." 


another  good  year. 

Because  of  the  commissions  it  splits 
with  people  like  Pence,  Coldwell  Bank- 
er, a  wide-ranging,  $205  Tuillion  (rev- 
enues) real  estate  firm,  has  achieved  a 
reiTiarkal)le  growth  record  during  the 
last  several  years.  The  company  s  earn- 
ings for  fiscal  1978,  ended  June  30, 
reached  nearly  $9.2  million,  or  $4.50  a 
share,  up  470%  over  1975  s  recession 
year  net  of  $1.6  million,  or  79  cents. 
Although  Coldwell  Banker  has  become 
the  strongest  force  in  Americas  highly 
fragmented  real  estate  market,  it  re- 


mains a  little-known  New  York  Stock 
Exchange  firm. 

How  has  Coldwell  Banker  done  so 
well?  It  hiis  been  in  the  right  business 
(real  estate),  in  the  right  place  (Califor- 
nia), at  the  right  time  (the  1970s).  Cold- 
well  Banker  s  success,  however,  is  more 
than  dumb  luck.  It  has  aggressively  pur- 
sued the  California  market,  parlaying  its 
profits  into  financing  operations  else- 
where across  the  country. 

Nearly  85%  of  Coldwell  Banker's  rev- 
enues come  from  selling  or  leasing  com- 
mercial and  residential  real  estate,  most 
of  it  in  California,  where  it  gets  broker- 
age commissions  of  3%  to  4%  for  a  lease, 
and  5%  to  6%  for  a  sale.  Naturally  the 
higher  the  lease  contract  or  the  sale 
price,  the  more  money  Coldwell  Banker 
will  rake  in. 

Five  years  ago,  for  example,  Coldwell 
Banker  and  its  broker  would  have  re- 
ceived a  3.75%  commission  for  selling  a 
$1  million  southern  California  commer- 
cial tract,  or  $37,500.  Since  1973  com- 
mercial land  prices  have  risen  55%  and 
Coldwell  Banker's  commission  has  in- 
creased to  5%  to  6%  of  the  sales  price. 
Result:  The  same  tract  which  generated 
a  $37,500  commission  five  years  ago 
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would  net  an  $82,500  coniinissioii  today. 

However,  C^oldwell  Banker's  strategy 
doesn't  end  at  the  California  slate  line. 
During  the  last  five  years  Coldweil 
Banker  has  expanded  eastward  aeross 
the  Mississippi  into  Illinois,  Georgia, 
Florida,  New  Jersey  and  Washington, 
D.C.  A  Philadelphia  office  opened  re- 
cently, and  next  year  the  company  will 
add  Boston  to  its  Atlantic  Coast  markets, 
thus  bracketing  New  York,  which  is  a 
tempting  target.  Other  firms  have  na- 
tionwide offices  sei-ving  commercial  or 
residential  real  estate  clients.  Only  Cold- 


well  Banker  serves  both  types  of  custom- 
ers in  so  many  cities.  Meanwhile  Cold- 
well  Banker  continues  to  meet  its  goal  of 
20%  compounded  earnings  increases,  re- 
porting Sept.  30  quarterly  earnings  of 
$1.21,  1^5.  99  cents  last  year. 

Currently,  the  guiding  force  behind 
Coldweil  Banker  is  48-year-old  Wes 
Poulson  and  his  IBM  computer.  Poulson 
hardly  represents  the  stereotyped  real 
estate  supersalesman.  Big-time  brokers 
wear  snappy  clothes,  are  engaging  con- 
versationalists and  drive  red  El  Dorado 
convertibles.  Poulson  wears  white  shirts, 
speaks  in  a  concentrated  monotone  and 
drives  an  economy  car — a  1976  Omega. 
He  is  a  Stanford  and  Harvard  Business 
School  graduate  who  broke  in  at  Bur- 
roughs Corp.  as  a  salesman  before  join- 
ing Coldweil  Banker  18  years  ago  as  an 


industrial  real  estate  salesman. 

The  difference  between  Poulson  and 
the  traditional  real  estate  mogul  is  Poul- 
son's  compulsion  for  computers.  After 
becoming  an  administrator  11  years  ago 
Poulson  developed  a  computerized  sy  s- 
tem for  storing  data  and  analyzing  real 
estate  deals,  a  novelty  at  the  time.  Poul- 
son s  superiors  noted  his  penchant  for 
computerized  planning  and  cjuickly 
pulled  liiTu  up  through  the  ranks,  nam- 
ing him  president  in  197.3.  At  the  com- 
pan\  s  annual  meeting  in  late  October, 
Poulson  (juite  likely  will  become  Cold- 


well  Banker  s  chairman,  replacing  the 
last  of  the  company  s  former  partners, 
Bill  McAdam. 

Things  have  changed  dramatically  at 
Coldweil  Banker,  which  was  founded  in 
1913  as  a  San  Francisco  real  estate  part- 
nership between  Colbert  Coldweil  and 
B.A.  Banker.  Until  ten  years  ago  Cold- 
well  Banker  was  managed  by  12  part- 
ners. In  1968  and  again  in  1969,  some  of 
the  partners  sold  some  of  their  personal 
stock  in  secondary  offerings,  the  only 
public  offerings  ever  of  Coldweil  Banker 
stock.  The  compain  grew  steadily 
through  1976,  when  its  revenues 
reached  nearly  $100  million.  They  have 
more  than  doubled  since  then. 

At  each  board  meeting  directors  re- 
view Coldweil  Banker  s  progress  toward 
its  1985  goal  of  blanketing  the  country. 


or  as  Poulson  quips,  "entering  every 
NFL  city  except  Green  Bay.  (Fur  an- 
other real  estate  outfit  with  national  am- 
bitions, see  p.  58.)  Between  now  and 
then  Coldweil  Banker  plans  to  cimtinue 
purchasing  local  residential  real  estate 
firms,  which  opens  a  market  far  larger 
than  its  traditional  commercial  market. 
The  company  also  is  growing  into  real 
estate-related  businesses,  such  as  title 
insurance  and  real  estate  fund  manage- 
ment, which  generate  more  revenue 
with  fewer  people  than  does  traditional 
brokerage. 

What  about  the  possibility  of  a  real 
estate  bust?  Poulson  has  that  one  pro- 
grammed too.  He  is  watching  two  "diffu- 
sion" indexes,  which  are  composites  of 
various  real  estate  and  economic  indica- 
tors that  are  generally  supposed  to  warn 
of  an  impending  real  estate  slowdown. 
So  far,  neither  has  turned  down. 

While  the  real  estate  boom  continues, 
a  handful  of  Ct)ldwell  Banker's  4,300 
brokers  are  making  more  than  $200,000 
a  vear.  (Poulson  s  own  salary  in  1978  is 
$258,000.)  In  Coldweil  Banker  s  largest 
commercial  offices,  brokers  would  need 
to  make  $100,000  just  to  stay  up  among 
the  top  ten. 

Besides  charts,  computer  printouts 
and  rising  profits,  perhaps  the  best  sym- 
bol of  Coldweil  Banker  s  new  era  is  at- 
tached to  Poulson's  white  shirt.  He 
wears  a  silver  tie  bar,  presented  in  1971 
when  Coldweil  Banker  went  on  the  Big 
Board.  It  features  a  bull  and  a  bear 
sfjuared  off.  With  Poulson  about  to  be- 
come Coldweil  Banker  s  chairman  and 
the  stock  ($36)  having  doubled  in  the  last 
year,  Wes  Poulson  and  the  bull  must  be 
winning.  ■ 


". . .  While  the  real  estate  boom  continues,  a  handful 
of  Coldweil  Banker's  4,300  brokers  are  making 
more  than  $200,000  a  year  ..." 


Too  Much  Of 

If  Coldwell  Banker's  leasing  agents  have  a  problem 
today,  it  is  that  the  southern  California  office  market  is  too 
good.  Most  of  downtown  Los  Angeles  prime  office  build- 
ings are  99%  leased  and  turning  away  all  but  the  smallest 
tenants. 

At  least  two  major  downtown  banks.  Security'  Pacific 
and  Crocker  National,  are  looking  for  space  outside  of 
their  own  office  towers,  which  are  jammed  with  nonbank- 
ing  tenants.  Today  brokers  at  major  real  estate  firms  such 
as  Coldwell  Banker  and  rival  Cushman  &  Wakefield  aren  t 
competing  for  tenants.  They  are  competing  for  space. 
.Many  brokers  are  working  harder  today  and  making  less 
than  they  were  a  few  months  ago  when  more  office  space 
was  available. 

Today  s  tight  n  al  estate  market,  however,  is  far  better 
than  the  real  estate  disaster  which  plagued  southern  Cali- 
fornia as  recently  as  three  years  ago.  Los  Angeles'  tallest 
building,  the  62-story  United  California  Bank,  was  offer- 
ing one  year's  free  re;it  on  a  ten-year  lease.  Two  years  free 
rent  was  offered  to  prospective  major  tenants  who  would 
move  into  the  west  side  s  13-building  Centun'  City  com- 
•>\e\.  Downtown,  the  vacancv  rates  reached  40%,  while  at 


A  Good  Thing 

Century  City  the  rate  topped  25%. 

In  those  days  space  in  Los  Angeles  was  going  begging  at 
$8  to  $10  a  foot.  Toda\'  office  space  downtown  or  in 
Century  City  goes  for  $13  a  foot,  with  $16  a  foot  common 
for  top  floor  offices. 

Cushman  &  Wakefield  Vice  President  Kenn  Brinkman 
calls  the  downtown  Los  Angeles  situation  "a.  severe  short- 
age of  prime  office  space.  Brinkman  says  leases  will  go 
higher  \  et.  Ix^cause  new  buildings  will  require  $15  to  $20 
a  foot  to  operate  profitably. 

Major  tenants  have  little  alternative  to  downtown,  ex- 
cept Centur\'  City,  which  has  vacancies  in  two  relatively 
new  buildings.  A  Coldwell  Banker  survey  reports  that  the 
Los  Angeles"  suburban  office  vacancy  rate  ranges  from 
.025%  near  the  L.A.  Airport,  to  3.6%  in  VV'est  Holly^vood. 

Even  a  good  thing  can  get  out  of  hand.  Coldwell 
Banker's  Jerry  Hess  says,  'There  s  a  feeling  around  our 
company  that  if  you  couldn't  make  it  in  1978,  you  couldn  t 
make  it  at  all.  Next  year's  going  to  be  tougher,"  he  says. 
"Brokers  make  their  top  dollars  by  leasing  big  space,  and 
right  now  there  s  not  much  around.  No  relief  is  in  sight 
for  at  least  several  vears. 
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"If  I  dont  go, 
I  don't  get" 


In  the  South  was  an  old 
man  with  a  rowboat  who 
ferried  passengers  across  a 
nnile-wide  river  for  ten  cents. 

Asked, "How  many  times 
a  day  do  you  do  this?" 
he  said, "As  many  times 
as  I  can  because  the  more 
I  go,  the  more  I  get.  And 
if  I  don't  go,  I  don't  get" 

That's  all  you  need  to 
know-all  there  is  to  know- 
about  business,  eco- 
nomics, prosperity-anc/ 
self-respect. 


WARNER  &SWASEY 


Turning  Machine  Division  workmen  put  finish- 
ing touches  on  the  largest  turning  machine 
ever  produced  by  Warner  &  Swasey.  This 
30-foot  SC-45  slant  bed  machine  will  be  used 
to  manufacture  giant  wellhead  housings  for 
offshore  oil  and  gas  drilling  structures. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

©  1 978  THE  WARNER  &  SWASEY  COMPANY      Executive  Offices:  1 1 000  Cedar  Avenue.  Cleveland,  Ohio  4^1 06 


P-1420D 


The  outstanding  14 
digit,  2  memory 
printer /display.  Item 
counter,  mark  up 

mark  down  key, 
braid  percentage 
function,  reverse 
and  non  add 
print  key 


CP-1231D 


1?  (li^'.it,  printer/ 
display  with  3  mem 
ory  versatility 
Pertorms  four  col 
umn  totaling  Dual 
functioning  item 
count,  mark  up 
key  ,  (ielta  per 
centage.  shift  key 
and  sign  change 


Advanced  12  digit 
printer /display  with 
automatic  or  selective 
accumulation  Mark  up 
and  delta  percentage 
keys,  two  key  rollover 
-tnd  buffered  keytxj'ird 
CP-1212D    for  quick  operation 


CP-1200 


The  perfect  12  digit 
printer  with  touch  of 
adding  machine  to 
work  with  large 
numbers.  Features 
include  Grand  Total 
key  buffered  key 
board  with  two-key 
rollover 


CD-1210 


A  versatile  12  digit,  1 
memory  display  cal 
culator  Features 
include  mark  up 
key  delta  percent 
age  key.  fx;rcentage 
a<J(i  on  and  dis 
count  key 


Reliable,  economi 
cal,  10  digit.  1  mem 
ory  printer,  features 
quieter,  faster 
Canon  IVIagnetic 
Printer,  line  of 
dashes  selector  key 
to  separate  your 
calculations,  fixed 


CP-1012      or  floating  decimals 


Calculators  have  come  a  long  way  in  a 
short  time. 

They've  gotten  smaller.  More  sophisti- 
cated. More  economical.  And  more  reliable 

And  since  the  beginning.  Canon  has 
been  a  leader  in  the  calculator  revolution. 

In  1964,  we  introduced  the  world's  first 
10  key  desktop  calculator  Since  then  a  con- 
tinuous research  and  development  program 
has  enabled  us  to  hold  our  position  as  a 
leader  in  the  calculator  industry  And  with 
our  improved  calculators,  in  reliability  as  well. 


Representing  this  development  has  been 
a  line  of  advanced  printing  calculators  that 
combine  advanced  electronic  technology 
with  simple  adding  machine-like  keyboard. 

Our  display  calculators  have  large,  easy- 
to  read  displays,  fatigue-free  keyboards,  and 
are  unique  in  their  class  for  reliability.  And 
our  line  of  printer/display  calculators  is  the 
perfect  combination  of  digital  display  conve 
nience  and  tape  pnntout  precision. 

Through  the  years  Canon  has  continually 
expanded  its  technological  and  manufactur 


ing  capability  at  its  Costa  Mesa,  California 
plant  to  meet  the  growing  needs  of  the 
American  consumer  And  is  producing  the 
most  advanced  calculators— display  prin*<  • 
and  pnnter/display— at  this  modern  pre; 
tion  complex. 

Research.  Features.  Reliability.  Value. 
Now  all  from  one  reliable  calculator 
source... Canon. 

Call  your  local  Canon  dealer  about  the 
full  line  of  more  than  20  Canon  commercia 
calculators. 


GetH  from 
a  reliable  source. 

Canon. 


CHECK  BELOW  FOR  THE  NEAREST  CANON  DEALER. 


ALASKA 

Anchorage  The  Arctic  Office 
Machine  Co 

Fairbanks  Bower  s  Office  Products. 


907  277-3527 
Inc.   907  479  6264 


ARIZONA 

Casa  Grande  Baker  Office  Supply  602  836-7425 

Flagstaff  .Walsh  Bros  Office  Equipment  602  526-2818 

Glendale  Walsh  Bros  Office  Equipment  602  931-4313 

Lake  Havasu  Parks  Business  Equipment  602  855-8081 

Phoenix  Walsh  Bros  Office  Equipment  602  244-9721 

Prescott  Seitz  Business  Equipment  602  445  6292 

Tucson  Walsh  Bros.  Office  Equipment  602  623-5446 


CALIFORNIA 

Angels  Camp  Calaveras  Office  Supply  209  736-2240 

Artesia  Artesia  Calculator  Service  213  860  2439 

Barstow  Barstow  Stationers  714  256-2161 

Beverly  Hills  Business  Equipment 

Center  213  272-0697 

Bishop  Bishop  Typewriter  Company  714  873-5773 

Burney  Hughes  Print  &  Office  Supply  916  335  4596 

Canyon  Country  Commercial  Office 

Suppliers  805  252  6622 

El  Centro  Crossland  Office  Supplies  714  352-4645 

Fresno  Roy  s  Office  Equipment  Center  209  485-0751 

Grand  Terrace  PE  C  .  Ltd.  714  825-6821 

indio  Indio  Cash  Register  714  347  1  500 

Inglewood  Quality  Business  Machine 

Co  213  671-0075 

Lancaster  Desert  Office  Equipment  805  942  8466 

Lompoc  Stateside  Office  Supply  805  736  1231 

Long  Beach  California  Calculator  Co.  213  422  1291 

Los  Angeles  Angelus  Typewriter 

Company  213  385-7133 

Los  Angeles  Astro  Office  Products  213  487  3410 

Los  Angeles  Business  Machines 

Unlimited  213  559  7840 

Los  Angeles  Cassidy.  Cence  &  Marshall  213  627  5491 

Los  Angeles  Westfail  Office  Equipment  213  385  0021 

Merced  Davis  Typewriter  Company  209  723-2929 

Modesto  L  M.  Morris  Company  209  529  3610 

Mountain  View  Business  Equipment 

Company  415  969  2666 

Napa  Allied  Business  Systems  415  444  6383 

Oakland  Allied  Business  Systems  415  444  6383 

Pasadena  Business  Machines  & 

[quip  Co  213  796  531  1 

Pomona  Cook  Arthur.  Inc.  714  629  7630 

Reddmg  Cascade  Office  Machines  916  241  7921 

Sacramento  Central  Office  Equipment  916  447-4853 

Sacramento  Golden  State  Business 

Systems  916  441  2917 


Salinas  Dunn  s  Office  Equipment  408  424  4861 

San  Diego  Cash  Lewis  Company  714  582-2055 

San  Diego  Pacific  Data  Systems  714  292  4741 

San  Diego  Remco  Business  Products. 

Inc  714  571  1737 

San  Francisco  Business  Equipment 

Company  415  392  1005 

San  Jose  B  E  Downes  &  Associates  408  996-1271 

San  Luis  Obispo  Dick  s  Office  Machines  805  543-7651 

Santa  Barbara  Ayaya  Business 

Equipment  Co  805  682  2338 

Santa  Rosa  Sampson  Typewriter 

Company  707  542  1838 

Shatter  Shafer  Office  Supply  805  746-3077 

Stockton  Turner  Business  Machines  209  951-7272 

Wasco  Shafer  Office  Supply  805  758-6441 

YrekaTop  Office  Products  916  842-1750 

Yuba  City  Mid  Valley  Office  Machines  916  673  7896 


COLORADO 

Boulder  Western  Office  Supply 

303 

442  4707 

Colorado  Springs  Louden  Office 

Machines 

303  473-1118 

Cortez  Patterson  Office  Equipment 

303 

565-3363 

Craig  Tip  Top  Type  Shop 

303 

672-3  144 

Craig  Courier  Office  Supply 

303 

824  6531 

Denver  Independent  Service.  Inc. 

303 

744-7071 

Fort  Collins  Belcher  Office  Supply 

303 

221  3894 

Greeley  Bachman's,  Inc 

303 

352  7503 

Greeley  Nelson  Office  Supply 

303 

353-0246 

LaJunta  Gobin's 

303 

384-4761 

Lamar  Gobin's 

303 

336-4727 

Loveland  Belcher  Office  Supply 

303 

667-4121 

Rocky  Ford  Gobin  s 

303 

254-3055 

Salida  Mountain  Mail 

303 

529  6691 

Steamboat  Springs  Tip  Top  Type  Shop 

303 

879  0225 

HAWAII 

Hilo  Office  Things,  Inc.  808  935-5401 

Honolulu  Office  Things,  Inc.  808  524  0220 

Kahului  Office  Things,  Inc.  808  877-7331 


IDAHO 

Boise  A  1  Business  Machines  208  345-0054 

Kellog  Panhandle  Office  Supply  208  786-9101 
Pocatello  Intermountain  Business 

Systems  208  233-3812 

Twin  Falls  Snyder's  Office  Equipment  208  733-7075 

NEVADA 

Las  Vegas  Quality  Business  Equipment  702  386-0072 

Reno  Sin  Business  Machines  702  323-3079 


NEW  MEXICO 

Alamogordo  The  Ink  Well  505  437  7300 
Albuquerque  American  Computing  & 

Electronics  505  265-9535 

Farmington  Office  Supply  &  Service  Co.  505  325  5027 

Gallup  Gallup  Blue  Print  505  863  9396 

Hobbs  I  Got  It  Business  Machines  505  393  3676 

Las  Cruces  Office  Machines  &  Service  505  523  7406 

Lovington  The  Office  Center  505  396  3621 

PortalesThe  Office  Center  505  356  4477 

Roswell  John  Office  Supply  505  622  1251 

Santa  Fe  Southwest  Business  Systems  505  982  4224 

Silver  City  Pete  s  Business  Machines  505  538-9721 


OREGON 

Burns  Burns  Office  &  Art  Supply  503  573-2231 

Coos  Bay  Frank's  Office  Equipment  503  269-9383 

Eugene  Oregon  Typewriter  &  Recorder  503  342  2463 

Medford  Valley  Office  Equipment  503  779  4000 

Newport  Kangiser  Office  Supply  503  265  5571 

Portland  Oregon  Typewriter  &  Recorder  503  224-2141 

Roseburg  Roen's  Office  Equipment.  Inc  503  672-6768 

Salem  Oregon  Typewriter  &  Recorder  503  364  3344 

The  Dalles  Craig  Office  Supply  503  296  3969 


UTAH 

Moab  Spencer's  Printing  &  Stationery 
Ogden  Intermountain  Office  Equipment 
Provo  Lloyd's  Typewriter  Company 
Salt  Lake  City  All  Makes  Typewriter 
Company 


WASHINGTON 

Bellingham  Blackburn  Office 

Equipment  206  733-7660 

Clarkston  Hohman  Business  Machines, 

Inc  509  758  8165 

College  Place  Color  Press  509  525-6030 

Everett  Alpine  Office  Equipment  206  252-4164 

Longview  Aroa  Office  Products  206  636  5924 

Pasco  Basin  Typewriter  Company  509  547  8896 

Seattle  Acme  Office  Machine  Service 

Co  206  633  3355 

Spokane  ABC  Office  Equipment  Co.  509  489-4444 

Tacoma  Calculators  Unlimited.  Inc.  206  572  5678 

Wenatchee  Nelson  Office  Machines. 

Inc  509  663  1649 

Yakima  Sigs  Office  Machines  509  248  6550 

WYOMING 

Cheyenne  Frontier  Office  Supply  307  634  7311 

Lander  Marv's  Office  Equipment  307  332-9763 

Sheridan  Top  Typewriter  307  572  3144 


801 

259 

5735 

801 

399 

5826 

801 

374 

0725 

801 

328 

4941 

Where  quality  is  the  constant  factor. 


Canon 

Canon  USA  Inc   10  Nevada  Drive.  Lake  Success.  New  York  1 104? 

Canon  USA.  Inc  .  140  Industrial  Drive.  Elmhurst  Illinois  60126 

Canon  USA.  Inc  .  123  Paularino  Avenue  Easl.  Costa  tv/lesa,  California  92626 


Electronic 
Calculators 


Silicon  Island? 


Led  by  the  U.K.,  Europe  is  rushing  to  catch  up  with  the 
U.S.  and  Japan  in  semiconductor  technology.  Too  late? 


By  KATHLEEN  K.  WIEGNER 

"No  AREA  OF  INDUSTRY  call  fvcr  hv  in- 
dependent so  long  as  we  rel\  on  others 
for  computers.  wrote  J. -J.  Ser\an- 
Schreiher,  then  publisher-editor  of  the 
French  weekh  news  magazine  LEx- 
press,  in  his  hook  The  American  Chal- 
lenge, a  warning  to  European  business 
that  Europe  was  sUpping  further  and 
further  beliind  in  the  technological  race. 
"If  there  is  a  battle  for  the  future,  it  is  the 
the  battle  of  the  computer. 

A  decade  iifter  Ser\an-Schreiber  is- 
sued his  battle  cr\.  Europe  has  fallen 
further  behind  the  U^S.  and  is  now  a 
poor  third  to  the  Japanese.  But  Europe, 
especially  the  U.K..  is  still  tr\ing. 

What  the  London  Times  calls  "the  new 
Battle  of  Britain  — emphiisizing  its  im- 
portance to  Britiun  s  sin-\i\al — began 
this  summer.  In  one  month  two  projects. 
in\olving  a  total  U.K.  investment  of 
close  to  S300  million,  most  of  it  govern- 
ment money,  were  announced  with  the 
purpose  of  creating  an  ad\  anced  semi- 
c-onductor  industr\  in  the  U.K. 

In  one  of  the  ventures.  General  Elec- 
tric Co..  Ltd.  (GEC)  and  Fiiirchild  Cam- 
era 6k  Instrument  announced  a  joint  ven- 
ture to  mass-produce  metal  oxide  silicon 


(MOS)  products,  which  are  at  the  heart 
of  toda\  s  semiwnductor  technolog\ . 
used  in  high-density  memories  and 
microprocessors.  MOS  is  the  fitstest 
growing  segment  of  the  semiconductor 
business  and  the  one  where  the  U.K.  (as 
well  as  the  rest  of  Europe)  is  weakest. 
The  GEC-Fairchild  project  will  use  Fair- 
child  s  expertise  and  both  c-ompanies 
marketing  forces. 

The  other  project  is  the  go\  ernment  s 
National  Enteqirise  Board-sponsored 
Inmos.  founded  b\  Dr.  RichiU"d  Fetritz 
and  Paul  SchrcK^der.  both  formerU  with 
Mostek  Corp.,  a  Te.xas  maker  of  ad- 
vanced memor\  devices  {see  box),  and 
staffed  with  four  other  people  from  Mos- 
tek s  design  gn)up.  Inmos  is  backed  by 
an  initial  S.dO  million  in  go\eniment 
mone>  (with  another  S5()  million  to  come 
later).  "  I  don  f  think  am  bodv  has  had 
this  kind  of  startup  mone\,  enthuses 
Schroeder,  who  spent  six  years  with  Bell 
Laboratories  before  joining  Mostek  in 
1974,  where  he  headed  its  memon. 
pnxlucts  division.  Petritz,  himself  a 
Mostek  founder  who  arranged  the  corn- 
pan  \s  first  finant  ing  in  1969  after  leav- 
ing Texas  Instnmients,  was  looking  to  set 
up  a  new  companv . 

Behind  it  all  is  what  Serv an-Schreiber 


was  warning  about  a  decade  ago:  the 
importance  of  computer  technolog\  to  all 
modern  industn  Control  o\er  the  mass 
production  of  semicx)nductors  eventualK 
means  control  of  computers.  The  leading 
edge  hiis  been  in  the  memorx  area  be- 
cause onK  here  is  the  dollar  volume  big 
enough  to  support  a  technological  push. 
Total  .MOS  memor\  sales  b\  U.S.  ct)m- 
panies  are  expected  to  exceed  S700  mil- 
lion this  \  ear,  with  sales  of  over  SI  bil- 
lion projected  for  1980.  The  British 
clearU  hope  that  new  niiu^kets  for  mem- 
or>  devices  in  the  auto  industn..  tele- 
cximmunications,  cx)mputers  and  c-on- 
sumer  electronics  will  open  up  to  broad- 
en the  n\arket  even  ftirther. 

"EssentialK .  what  we  are  iiiming  to  do 
is  cxjmpete  with  the  .■\meric"ans  in  the 
most  advanced  pnxlucts.  explains  hum 
BiUTon.  a  British  electronics  consultant 
who  c-on\  inced  Petritz  and  Schroeder  to 
take  their  c-ompan\  to  the  government. 
".\nd  I  think  the  National  Enterprise 
Board  in  this  countn  is  probabN  the 
onK  place  in  the  world  that  cxiuld  have 
had  the  technical  expertise  and  funding 
to  make  an  investment  in  technologv  on 
this  scale. 

The  British  strateg\-  is  not  unlike  that 
emplo\ed  b\  the  Japanese — concentrate 
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If  your  plumbing  isn't  copper, 
you  could  be  in 
hot  water." 

The  owner  of  this  new  house  just  made  a  wise  choice:  copper  tube.  That 
means,  under  normal  use,  he  should  never  be  stuck  with  clogging,  rusting  or 
costly  replacement.  What's  more,  copper  does  not  burn  or  produce  harmful 
fumes  in  the  event  of  fire. 

And  as  a  bonus,  copper  plumbing  increases  the  value  of  his  investment. 
Those  are  the  facts  about  copper  that  most  people  know  and 
appreciate.  But  copper  has  other  advantages  which  are  not  as  well  known, 
advantages  which  could  be  of  tremendous  importance  if  you're  planning  to 
build  a  house,  factory,  school,  office  building,  or  practically  anything  else— 
now  or  in  the  future. 

•  America  is  virtually  self-sufficient  in  copper.  We  need  not  worry  about 
being  rationed  or  cut  off  by  foreign  suppliers.  This  is  not  true  of  some 
other  metals  and  petroleum-based  plastics  which  rely  heavily  on 
imported  raw  material. 

•  Almost  half  of  America's  copper  needs  are  met  through  recycling  copper 
scrap,  further  assuring  its  long-term  availability. 

•  Over  the  last  25  years,  copper's  salvage  value  has  more  than  doubled. 

•  No  one  needs  to  be  reminded  of  the  increasing  cost  of  energy.  But  it's  good 
to  know  that  copper  takes  comparatively  little  energy  to  produce.  For 
example,  a  pound  of  copper  requires  less  than  half  the  amount  of  energy 
needed  to  produce  a  pound  of  aluminum. 

If  you're  making  a  decision  between  copper  and  a  substitute,  write  or 
call  us.  We  want  to  keep  you  out  of  hot  water. 

. .  phslps 

•  »3Q0  Park  Avenue.  New  York,  NY  10022 

Today,  more  than  ever,  there's  no  real 
\J$s^    substitute  for  copper. 


iRtroducing  the  totally  new 
(Chrysler  New  Yorker  for  1979. 


The  most  fabuloiis  New  >6rker  of  fherri  d . 


riiitwhK. 

'jTmofHicThf 


Remarkable  design  achievement,  ^  ^  v 

This  year.  New  Yorker  is  the  ultimate  in  fashion  and  design.  A  remarkable 
design  achievement.  Newly  designed  and  engineered.  New  Yorker  is  a  luxury  car  that 

still  looks  like  a  luxury  car.  ^ 

Elegant  new  luxury.     '      '  I 
Featured  here  is  the  first  New  Yorker  Fifth  Avenue  Edition.  Handsomely  detailed 
with  exclusive  designer  two-tone  paint  treatment  and  coordinated  leather  seating.  And  . 
equipped  with  a  unique  list  of  elegant  features  such  as  custom  leather-wrapped 
tilt  steering  wheel,  new  wire  wheel  covers  and  specially-made,  whitewall  radial  tires.;    ,  / 

Superb  attention  to  dietail. 

A,  new  "smart  switch "  mounted  on  the  steering  column  of  every  New  Yorker 
controls  four  separate  driving  functions;  Rear  doors  have  both  reading  lights  and  assist  straps. 
Standard  power-assisted  features  even  include  power  windows. 
New  fuel  efficiency. 
According  to  EPA  mileage  estimates,  this  newly  designed  New  Yorker  is  most 
impressive.  Your  actual  mileage  may  differ,  depending  on  how  and  where  you  drive, 
the  condition  of  your  car  and  its  optional  equipment.  California  mileage  lower. 

ZZ  HWY     1^  CITY 

;j60  2  bbl.  V-8  . 


their  technological  push  within  two  or 
three  well-financed  companies.  In  Octo- 
ber General  Electric  Co.,  Ltd.  was  re- 
ported to  be  interested  in  buying  the 
semiconductor  operations  of  Plessey  Co., 
Ltd.,  the  largest  of  the  three  U.K. -owned 
semiconductor  operations.  The  other 
U.K.  semiconductor  maker,  Ferranti, 
Ltd.,  is  50%  owned  by  the  NEB,  so  sale  of 
Plessey  would  concentrate  control  of  pro- 
duction into  the  NEB  and  GEC,  with  the 
government  playing  a  large  role  in  deter- 
mining where  to  compete. 

In  a  report  published  in  June,  the 
National  Economic  Development  Orga- 
nization's electronics  sector  working  par- 
ty (which  includes  several  electronics 
company  representatives)  indicated  that 
it  favors  the  linkup  between  U.K.  com- 
panies and  companies  experienced  in  the 
field  (presumably  including  U.S.  con- 
cerns). The  GEC-Fairchild  venture  is 


one  way  to  go.  Another  is  to  buy  into  an 
existing  American  company;  U.K.'s  mul- 
tinational Lucas  Industries  owns  25%  of 
U.S. -based  Siliconix.  But  the  NEDO  re- 
port does  not  rule  out  the  possibility  of 
starting  a  new  company,  and  Inmos  ap- 
pears to  take  that  route. 

The  GEC-Fairchild  joint  venture  opti- 
mistically expects  to  begin  production 
next  year  with  the  most  advanced  mem- 
ory circuit  now  in  mass  production,  the 
16K  RAM  (a  random  access  memor\  chip 
capable  of  storing  16,000  basic  units  of 
information).  RAMs  are  the  largest  sell- 
ing memory  chips  because  they  can  store 
digital  information  temporarily  and  allow 
the  user  to  get  at  it  (juickly  as  well  as  to 
change  the  information  stored.  These 
RAMs  constitute  a  Ixisic  element  in  com- 
puter terminals,  point-of-sale  terminals 
and  even  mainframe  computers.  Inmos, 
on  the  other  hand,  plans  to  skip  the  16K 


step  and  jump  to  the  next  generation, 
64Ks,  which  they  hope  to  have  in  mass 
production  by  1981.  The  early  devices 
would  be  made  in  the  U.S.;  then  volume 
production  would  start  in  the  U.K. 

Neither  competitor,  however,  is  with- 
out problems.  Fairchild  has  less  experi- 
ence than  other  U.S.  companies  in  de- 
veloping and  manufacturing  MOS  prod- 
ucts and  is  thus  not  as  advanced  in  64K 
technology.  The  National  Enterprise 
Board  clearly  hopes  that  Petritz  and 
Schroeder  will  give  them  this  techno- 
logical advantage.  But  Inmos  will  have  to 
build  its  operations  and  marketing  forces 
from  scratch,  and  with  Texas  Instru- 
ments having  already  announced  a  64K 
(with  Intel  and  Mostek  expected  to  an- 
nounce a  similar  device  shortly),  may 
find  itself  late  to  the  market.  Mostek  has 
sued  Inmos  and  the  NEB,  alleging  that 
they  engaged  in  unlawful  efforts  to  gain 


Trials  And  Tribulations 


The  loss  of  five  senior  research  people  is  enough  to  shock 
any  semiconductor  company,  since  highly  trained  engi- 
neers are  the  heart  of  the  business.  But  for  Mostek  Corp., 
the  $86  million  producer  of  semiconductor  memories,  the 
recent  defection  to  the  British  of  Paul  Schroeder,  who  is 
credited  with  putting  Mostek  in  the  forefront  in  dynamic 
RAM  technology,  and  four  process  designers  was  just  the 
latest  in  a  series  of  blows. 

There  is,  of  course,  some  irony  in  the  Inmos  situation. 
Mostek  itself  was  started  in  1969  by  six  people  who  left 
Texas  Instruments  then-infant  MOS  development  group. 
At  first  sales  and  earnings  grew  rapidly,  but  in  1972  the 
company  decided  to  enter  the  market  for  consumer  calcu- 
lators, at  just  about  the  time  that  market  underwent  a 
shakeout  under  pressure  from  larger  and  more  consumer- 
oriented  companies  such  as  Hewlett-Packard,  Texas  In- 
struments and  Japanese  companies  like  Sharp  Corp.  and 
Casio  Computer  Co.  As  small  makers  of  calculators  began 
folding,  so  did  Mostek's  business  of  supplying  calculator 
circuits — and  its  own  calculator  line  as  well.  To  add  insult 
to  injury,  a  fire  in  its  Carrollton,  Tex.  wafer  fabrication 
plant  in  1975  shut  down  production  for  five  weeks,  leaving 


Mostek's  wafer  fabrication  plant 


Always  looking  over  your  shoulder. 


Mostek  with  no  order  backlog  and  customers  who  had 
gone  elsewhere  for  supplies.  The  result?  A  loss  in  1975  of 
$1.2  million  on  sales  of  $47  million. 

Doggedly  picking  up  the  pieces,  Mostek  s  management 
took  a  $5  million  loss  on  calculators,  got  out  of  the 
consumer  business  and  set  out  to  become  a  high-technolo- 
gy company  concentrating  on  memory  circuits.  With  con- 
siderable success.  Last  year  memory'  sales  accounted  for 
78%  of  sales,  and  the  company  is  deemed  a  technological 
leader  in  the  field.  Mostek's  sales  this  year  should  run 
around  $130  million,  net  an  estimated  $9  million.  In  sales 
of  dynamic  RAMs  it  is  bigger  than  either  Intel  or  Texas 
Instruments,  the  two  other  major  producers. 

But  this  is  a  roller  coaster  business.  This  summer  along 
came  the  Inmos  deal,  followed  by  Texas  Instruments' 
announcement  of  a  64K  RAM,  at  least  seven  to  eight 
months  before  Mostek's  planned  announcement.  "No  oth- 
er product  is  as  important  to  Mostek  as  64K  leadership  for 
our  image  and  our  economics,  states  Robert  Palmer,  vice 
president-wafer  fabrication  and  R&D. 

On  the  subject  of  Inmos,  L.J.  Sevin,  Mostek's  chairman 
and  a  founder,  is  pessimistic.  "The  Europeans  are  pan- 
icked, he  snaps.  'They  want  to  ac(}uire  our  technology 
and  then  close  their  markets  [to  U.S.  products].  " 

Mostek  is  trying  to  broaden  its  base  by  moving  into 
promising  areas  such  as  microprocessors,  microcom- 
puters, telecommunications  and  memory  systems.  But  the 
company  was  both  surprised  and  disappointed  when  high- 
ly regarded  Zilog  Co.  chose  Advanced  Micro  Devices 
rather  than  Mostek  as  a  second  source  for  its  next  genera- 
tion of  microprocessors,  the  Z-8000.  "Zilog's  8000  and 
Intel's  8086  will  be  the  two  microprocessors  that  succeed,  " 
says  Mostek  President  Vincent  Prothro.  "We  either  have  to 
work  a  deal  or  do  something  else.  We  don  t  have  the 
resources  to  build  our  own  and  make  it  successful. 

In  the  battle  with  Inmos,  Mostek  lost  in  its  efforts  to  gain 
an  injunction  to  prevent  the  five  engineers  from  passing  on 
trade  secrets  to  Inmos.  So  Inmos  is  now  free  to  continue 
developing  its  products^ — at  least  until  another  court  rules 
otherwise.  "We're  a  company  that  won't  back  away  from 
any  challenge,  "  asserts  Sevin.  "We  don't  panic  in  stressful 
situations.'  Mostek's  stormy  history  has  certainly  given 
him  plenty  of  practice.  — K.K.W. 
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"YOU'RE  VBRYSPECIALTOMer 


AND  A  THRIFTY    In  order  to  "out-Thrifty"  Thrifty, 
$P£dJ^L  ACCOUNT       major  competitors  would 

^  .  ^  c  Ai/c        I       ^^^'^     8^^'^  y^*^  ^  discount  of  up  to 

CAN  bAVt  YUU  4s.79c.  Maybe  more.  And  our  Special 
UP  TO  48.7%.  Account  program  gives  your  company 
a  choice  of  ways  to  save.  (1)  With  special  low  time  and  mileage 
rates,  gasoline  included.  (2)  With  cost-cutting  "dr>'"  rates 
whereby  you  buy  the  gasoline  and  Thrifty  throws  in  the  first 
100  miles  per  day. 

We'll  include  $1  million  combined  single-limit  BI/PD  insurance 
in  the  bargain,  plus  collision  protection  with  $100  deductible — 
as  opposed  to  competition's  $250  deductible. 

We'll  give  you  lots  of  extra  Thrifty  ser\nce,  too.  Like  con- 
firmed reservations  on  any  size  car,  courtesy  airport  pickup  and 
delivery'  and  more. 

And  well  provide  it  at  nearly  400  destinations  in  all  50  States, 
Canada,  Central  America  and  Great  Britain. 

For  details,  send  the  coupon.  Well  give  

it  very  special  attention. 


THE  OFF-AIRPORT 
CAR  RENTALCENTERS. 


Thrifty 

sIrbit-a-car 


Thrifty  Rent-A-Car  System.  Inc.,  2430  N.  Sheridan  Road,  Tulsa  Oklahoma  74151 
Please  send  me  Special  Account  information  my  company  needs.  I  understand  we  are 
under  no  oWigation  by  making  this  request. 

Name  Title  


Name  of  Business 
Mailing  Address  _ 
City. 


access  to  .Vlostek's  trade  secrets  and  to 
use  them,  and  a  protracted  legal  battle 
could  hamper  Inmos'  plans.  To  c-onfuse 
matters  even  more,  three  of  the  Mostek 
peoph'  who  joined  Inmos  have  already 
left  to  form  their  own  c-ompan\ ,  Micron- 
tech  noloji%.  Inc..  which  will  he  doing 
design  work  for — .Mostek. 

Elsewhere  in  Europe,  too,  govern- 
ments and  private  businesses  are  belat- 
edU  taking  up  Serv  an-Schreiber  s  warn- 
ing. European  governments  plan  to 
spend  about  half  a  billion  dollars  over  the 
ne.xt  five  years  in  an  effort  to  catch  up  in 
microelectronics.  W  ithin  the  last  two 
years.  Philips  N.V.  has  bought  Um^  of 
Signetics;  Robert  Bosch  GmbH,  owns 
2.5%  of  American  Microsystems;  and  Sie- 
mens A.G.  owns  17%  of . Advanced  Micro 
Devices — all  small  American  semic-on- 
ductor  companies. 

The  French  government  is  expected 
to  commit  around  -$200  million  to  pro- 
mote a  semic-onductor  industr\  there. 
Motorola,  the  U.S.'  largest  maker  of 
semiconductors,    has    confirmed  talks 


.  .  'If  there  is  a  battle  for 
the  future,  it  is  the  battle  of 
the  computer'  — J. -J.  Ser- 
van-Schreiber .  .  ." 

with  Thomson-CSF.  the  French  elec- 
tronics group,  about  setting  up  a  joint 
operation  in  France.  In  addition,  the 
French  government  is  pushing  for  the 
formation  of  a  new  semiconductor  com- 
pany to  be  called  Secimos.  which,  like 
Inmos,  will  be  funded  and  controlled  b\ 
the  government,  but  which  uill  tr\  for  a 
partnership  with  an  established  .Ameri- 
can compan\.  (National  Semiconductor 
has  been  mentioned,  as  has  Mostek.) 

.A  European  Commission  report  is- 
sued recently  on  the  future  of  the  mi- 
croelectronics industry  in  the  European 
Economic  Community  is  skeptic-al  about 
the  future  of  European-U  S.  joint  ven- 
tures, believing  that  thev  will  be  domi- 
nated by  U.S.  companies.  The  report 
favors  links  between  electronics  compa- 
nies in  member  EEC  countries  aimed  at 
developing  a  wholK  European  industrv  . 
But  it  is  probably  too  late  for  this:  The 
U.S.  is  years  ahead  and  the  technologv 
changes  almost  vearly.  W  hile  the  Euro- 
peans trv  to  catch  up,  the  Americans  will 
simply  move  on  to  the  next  lap. 

It  is  conceivable  that  in  the  1980s  the 
erjuivalent  of  the  largest  computer  sys- 
tems could  be  shrunk  to  match-box  size 
and  retail  for  tens  of  dollars  rather  than 
thousands,  because  of  semiconductor  ad- 
vances. The  result  could  be  a  revolution 
both  in  consumer  goods  and  in  industrial 
products — with  European  industry  left 
far  behind  in  both.  .And  it  mav  be  too  late 
to  do  much  about  it.  ■ 
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Nobody  reduces  your  daily 
paperwork  costs  the  way  3M  can. 


We  can  reduce  mis-filed  records 
almost  to  zero  with  a  3M 
"blijiped'"  C'artridge  Mi- 
crofilm S\'stem .  We  can 
shrink  computer  print 
out  costs  from  five  cents 
to  one-and-a-half  cents  a 
page  with  a  3M  Computer 
Output  Microfilm  System. 
We  can  help  you  mail  a 
400-page  catalog  with  a  I'M 
stamp,  with  3M  "Fichemaker 


microprinting.  We  can  take  costly 
delays  out  of  distriburing  engineer- 
ing  di  awings  with  a  3M 
B  Communication-bv-Card 
System .  3M  has  more  mi- 
crofilm systems  to  solve  pa- 
perwork problems  and  cut 
papeiovork  costs  ihim 
anyone  else  in  the  busi- 
ness. 

Call  your  local  3M  Busi- 
ness Products  Center  or 


write  Microfilm  Products  Divi- 
sion, 3M  Company,  St.  Paul,  MN 
55101. 


THE 

MANAGEMENT 
OF  INFORMATION 


Talk  with  the  microfihn  systems  people. 


3IY] 

■m  COmPANY 


The  Numbers  Game 


So  Waddya  Suggest? 

In  which  some  of  America's  top  executives  criticize  the 
accounting  rules  but  fail  to  suggest  workable  alternatives. 


By  LAWRENCE  MINARD 

Thk  Financial  Accounting  Standards 
Board,  scourge  of  flaky  balance  sheets 
and  managed  earnings — and,  on  occa- 
sion, of  common  sense — dwells  beneath 
royal  maples  and  giant  black  oaks  in  a 
southeastern  Connecticut  corporate 
headfjuarters  park  just  off  the  winding 
Merritt  Parkway.  The  FASB's  106  full- 
time  staffers  and  board  members  share 
their  grounds  with  geese,  squirrels  and 
such  illustrious  co-tenants  of  the  glass- 
and-sculptured-cement  building  as  divi- 
sion staffs  of  General  Electric  and  Gulf  & 
Western.  It  is  an  appropriately  relaxed 
setting  for  pondering  the  deep-seated 
problems  facing  a  profession  under  con- 
stant pressure  to  make  its  numbers  re- 
flect more  accurately  and  honestly  an 
economic  reality  that  grows  constantly 
more  complex. 

Only  last  month  Forbes  was  witness 
to  a  fascinating  but,  alas,  inconclusive 
confrontation  in  these  bucolic  headcjuar- 
ters.  At  the  FASB's  invitation,  an  elite 


group  of  America's  most  powerful  busi- 
nessmen assembled  to  confab  with  the 
board  members.  The  businessmen  were; 
General  Motors  Chairman  Thomas  Mur- 
phy, Du  Pont  (chairman  Irving  Shapiro, 
International  Paper  Chairman  J.  Stan- 
ford Smith,  and  AT&T  Vice  Chairman 
William  Cashell.  These  four  represent 
over  $131  billion  in  corporate  assets. 

Since  1973,  when  it  replaced  the  fac- 
tion-ridden Accounting  Principles 
Board,  the  FASB  has  turned  off  and  teed 
off  plenty  of  executives.  FASB  State- 
ment No.  13,  published  in  1976,  ended  a 
great  deal  of  off-balance-sheet  debt  fi- 
nancing (shrewdly  used  by  the  likes  of 
the  late  W.T  Grant  Co.)  by  forcing  com- 
panies to  capitalize  leases.  Statement  2 
(issued  in  1974)  required  companies  to 
charge  research  and  development  costs 
against  income,  and  so  made  it  much 
more  difficult  for  hot  technology  compa- 
nies to  maximize  reported  earnings  by 
capitalizing  their  "research "  program 
costs.  Not  that  the  FASB  hasn't  blown  a 
few,  too.  Statement  19  would  have  cut 


many  smaller  oil  and  gas  companies' 
profits  needlessly;  the  Security  &  Ex- 
change Commission  eventually  scrapped 
the  rule  {sec  Forbks,  Oct.  2,  1978).  The 
FASB  s  Opinion  8,  whose  ignorance  of 
economic  reality  cut  some  .$.500  million 
from  Royal  Dutch  Shell's  profits  last 
year,  earned  the  FASB  a  1977  Forbes 
Dubious  Achievement  Award. 

The  confrontation  began  at  9:.30  a.m. 
sharp  in  a  softly  lit,  heavily  carpeted 
orange,  royal  blue  and  mocha  board- 
room. Oval  table  center  stage.  Curvilin- 
ear raised  rows  for  spectators  (18  men,  1 
woman)  downstage.  It  started  with  the 
usual  pleasantries.  Awfully  glad  you're 
here — We  re  glad  to  be  here — We  need 
your  feedback — We're  pleased  to  inter- 
face with  you.  And  so  on. 

Eventually,  CM  Chairman  Tom  Mur- 
ph\',  a  muscular-looking  44-long,  led 
with  a  punch: 

"The  frustrating  thing  from  our  stand- 
point, Don  [Donald  Kirk,  the  FASB 
chairman],  is  when  our  financial  people 
come  in  saying:  Because  of  FASB  State- 


GM  s  Thomas  Murphy  (hand  outstretched)  at  Financial  Accounting,  Standards  Board  meeting 

Despite  businessmen's  ire  over  many  accounting  rules,  the  talk  was  low-key,  the  helpful  suggestions  scant. 
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MAI  presents  the 
world's  second  greatest  writer. 


If  William  Shakespeare,  the 
world's  greatest  writer,  could  be 
interviewed  today  you  might  hear 
something  like  this: 

Interviewer:  Sir,  what  would  you 
write  about  today? 
WS:  About  two  plays  a  week. 
Int.:  How  could  you  do  that? 
WS:  I  would  use  MAI's  extraordi- 
nary Wordstream"^"  word  processing 
system. 

Int.:  But  isn't  that  for  speed  and 
accuracy  in  business  com- 
munications? 

WS:  Yea,  verily  — but  it  beats  a  quill 
pen!  It's  the  system  that  works  with 


push-button  simplicity  to  help 
writers,  as  well  as  businessmen, 
avoid  a  comedy  of  errors.  Your 
completed  work  is  always  perfect, 
so  all's  well  that  ends  well. 
Int.:  Then  you  would  call  MAI's 
Wordstream  system . . .  ? 
WS:  . . .  the  world's  second  greatest 
writer! 

Thank  you,  Mr.  Shakespeare,  but 
simplifying  computer  technology 
ior  business  is  really  what  MAI  is 
all  about. 

Our  Basic  Four®  computer 
systems  are  acclaimed  for  their 
simplicity  of  operation  by  small  and 


large  businesses  alike,  the  world 
over. 

Our  Sorbus  subsidiary,  thanks  to 
innovative  and  simplified  techniques 
for  the  repair  and  maintenance  of  all 
types  of  data-processing  equipment, 
has  become  the  nation's  largest 
third-party  computer  service  network. 

If  you  would  like  to  know  more 
about  the  MAI  companies,  and  the 
extent  of  our  manufacturing,  sales 
and  service  operations  here  in 
the  U.S.  and  in  over  30  countries 
internationally,  please  send  for  our 
Annual  Report  and  other  literature. 


It  takes  a  smart  company  to  make  computer  technology  simple. 


Management  Assistance  Inc 7300  East  44th  Street/New  York  NY  10017 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 
Wordstream  Corporation  •  Wordstream  Products  Corporation 


manage  money  matters  for  a 
forest  products  giant  like  Weyerhaeuser, 
a  man  must  be  as  growth-minded  as  his  company. 


William  C.  Stivers.  Treasurer.  Weyerhaeuser  Company. 


His  banker  must  be  the  same. 


William  B.  Harrison,  Jr., Vice  President,  Chemical  Bank. 
Photographed  at  one  of  Weyerhaeuser 's  seedling  greenhouses,  Rochester,  Washington. 


is  a  recognized  leader  in  modern  forest 
nanagement,  Weyerhaeuser  has  right- 
ully  earned  its  reputation  as  "the  tree- 
rowing  company."  And  in  the  process 
las  developed  into  a  worldwide  organi- 
ation  with  decided  financial  strengths. 

To  build  on  those  strengths,  Trea- 
urer  Bill  Stivers  can  call  on  many  re- 
ources.  One  is  his  Chemical  banker, 
Jill  Harrison. 

Harrison  carries  on  a  tradition  of 
ggressiveness  and  flexibility  that 
)egan  when  Chemical  Bank  provided 
Veyerhaeuser  with  a  major  capital  ex- 
)ansion  loan  in  the  tight  money  year  of 
,969,  followed  by  revolving  credits 
rom  1972  through  1976,  as  well  as 


unique  financing  arrangements  for  two 
Weyerhaeuser  subsidiaries. 

Today,  however,  Harrison  carries 
on  that  tradition  from  San  Francisco— 
where  Chemical  Bank  has  established 
regional  headquarters.  And  where  con- 
stant communication  with  Chemical 
Bank  New  York  helps  provide  Weyer- 
haeuser with  in-depth  coverage  from 
senior  management  to  service  assistant. 

As  Weyerhaeuser's  main  link  to 
Chemical ,  Harrison  works  hard  to  as- 
sure continuity,  back-up  and  quality 
service.  Coordinating  all  groups  in  the 
bank  as  they  relate  to  Weyerhaeuser, 
Harrison  has  helped  Stivers  with 
foreign  exchange  and  foreign  collec- 


tions; has  provided  financing  for 
Weyerhaeuser's  customers  both 
domestically  and  internationally;  has 
established  on-line  communications 
through  ChemLink,  Chemical's  finan- 
cial management  system,  as  well  as 
computer-to-computer  transmission  of 
lock  box  information. 

Both  Stivers  and  Harrison  take  a 
broad  view  of  their  relationship.  And 
both  will  tell  you  that  mutual  under- 
standing and  respect  are  what  make  it 
work.  That's  what  usually  happens 
when  corporate  officers  get  together 
with  Chemical  bankers.  And  what  re- 
sults is  bottom  line  benefits  for  both 
the  company  and  the  bank. 


CkmicalIaink 

Main  Office:  20  Pine  Street,  New  York,  New  York  10005.  Abidjan,  Bahrain,  Beirut,  Birmingham,  Bogota,  Brussels,  Buenos  Aires,  Cairo,  Caracas, 
Channel  Islands,  Chicago,  Dubai,  Edinburgh,  Frankfurt,  Hong  Kong,  Houston  (affiliate),  Jakarta,  London,  Madrid,  Manila,  Mexico  City,  Milan, 
Monrovia,  Nassau,  Paris,  Riode  Janeiro,  Rome,  San  Francisco,  Sao  Paulo,  Singapore,  Sydney,  Taipei,  Tehran,  Tokyo,  Toronto,  Vienna,  Zurich. 


Thinh  of /ILL-STEEL  as 
int^reased  worher  productivity. 


What  mak€is  it  happen  is  one  of  the  most 
cpmpi^hensive  lines  of  office  furniture 
avaftable.  Our  furniture  is  designed  to  im- 
prove your  office  environment.  That 
means  you  can  attract  the  kind  of  people 
-yoCi'te  looking  for,  and  they  can  be  more 
productive. 

What  makes  it  possible  is  our  un- 
usually comprehensive  line.  An 
almost  endless  choice,  to  accom- 
modate any  office  plan.  /ill-steel 


ilS 


All-Steel  also  protects  your  investment. 
Everything  you  buy  from  us  now  will  be 
compatible  with  whatever  you  need  in  the 
future.  Design  continuity  is  built  in. 

We  have  the  capacity  to  produce  what 
you  need,  when  you  need  it.  And  we  can 
get  it  to  you,  and  service  it,  through 
our  national  distribution  network. 

If  you're  planning  an  office,  for 
more  information,  write  to:  All-Steel 
Inc.,  Aurora,  IL  60507. 


ONE  Of  THElHiCOMPANIES 


The  Numbers  Game 


ment  such  and  such,  our  financial  results 
will  change  substantially.  That  s  a  sur- 
prise to  us  and  we  get  mad.  We  don't 
like  doing  something  sensible  and  doing 
it  consistently  and  suddenly  having  a 
third  party  come  along  and  say.  Do  it 
diflPerently.  We  feel  financial  reporting 
should  be  adaptive. 

In  essence  Murphy  was  saying  that, 
since  GM  and  other  blue-chip  compa- 
nies follow  decent,  conservative  account- 
ing principles  to  begin  with,  they  should 
not  be  saddled  with  inflexible  accounting 
rules  capable  of  "surprising  manage- 
ment and  shareholders.  Let  accounting 
principles  bend  to  fit  business  and  not 
vice  versa. 

Had  the  FASB's  Kirk  stopped  patient- 
ly chewing  his  eyeglass  stems  and 
pressed  Murphy  on  the  point.  Murphy 
would  have  been  left  defending  the  rath- 
er untenable  position  that  there  should 
be  one  set  of  accounting  principles  for 


1974).  When  it  was  finalized  in  1975, 
Statement  5  was  hailed  by  many  as  a 
major  victory  for  sound  accounting. 

Yet  the  chairman  of  International  Pa- 
per was  taking  issue  with  it?  Indeed  he 
was — and  not  alone: 

Murphy:  "Yeah,  I  have  a  note  from 
Walter  [Wriston,  chairman  of  Citicorp] 
on  that,  too. 

Shapiro:  "What  is  the  evil  you're  try- 
ing to  correct  [with  Statement  5]?  Du 
Pont  self-insured  for  many  years  and 
saved  stockholders  a  lot  of  money.  I  sup- 
pose we  did  smooth  earnings  with  the 
[self-insurance]  reserve.  But  we  can  do 
that  if  we  go  out  and  purchase  insurance, 
too.  So  smoothing  earnings  cannot  be 
the  evil."  Shapiro  went  on  to  say  that  as 
long  as  a  company  discloses  whether  it 
self-insures  or  purchases  insurance,  then 
shareholders  or  potential  shareholders 
can  decide  for  themselves  if  the  insur- 
ance protection  is  adequate. 


.  .  FASB  8,  that  patently  ridiculous  rule  .  .  .  was,  we 
thought,  a  perfect  scoring  opportunity  for  the  limping 
businessmen.  But  they  let  the  opportunity  pass  . . 


big  solid  companies  like  his  and  another 
set  for  weak,  flaky  ones. 

But  Kirk  didn  t  press  Murphy  on  this. 
Even  when  Du  Pont  s  raspy- voiced  Sha- 
piro boasted  of  Du  Pont  s  "gold-plated 
[financial]  numbers "  and  drew  on  the 
authority  of  "that  great  American,  Bert 
Lance  (i.e..  Lance's  famous:  "If  it  ain't 
broke,  don't  fix  it.  "),  Kirk  kept  chewing 
his  stems. 

You  might  think  top  businessmen 
move  immediately  from  fuzzy  theory  to 
practical,  concrete  examples.  Not  so.  The 
meeting — not  much  of  a  confrontation  so 
far — was  well  under  way  before  Interna- 
tional Paper's  bullnecked  Chairman  J. 
Stanford  Smith  brought  the  conversation 
to  specifics.  "The  wor.st  [accounting]  de- 
ception, "  Smith  said,  "is  trying  to  make 
things  look  alike  that  aren't  alike  [and  vice 
versa].  .  .  .  For  example,  if  your  com- 
pany self-insures,  you  cannot  expense 
that  insurance.  But  if  we  go  out  and  buy 
insurance,  then  we  can  expense  it.  That 
strikes  me  as  ludicrous. 

Ah,  yes.  The  old  (but  apparently  on- 
going) debate  over  FASB  Statement  No. 
5.  Statement  5  forbids  managements  to 
accrue  "contingency  (or  catastrophe)  re- 
serve '  expenses  to  shield  earnings  Irom 
unexpected  real  world  events — a  major 
tire,  s.ay,  or  lawsuit,  or  loss  of  an  impor- 
tant customer  (see  FoRBKS,  Jtiiic  7.5, 


Here  Kirk  did  put  down  his  eye- 
glasses: "I  think,  Irving,  that  there  is  a 
fijndamentai  concern  that  somehoiv  dis- 
closure is  not  enough. 

Murphy  (tensing  and  getting  tempo- 
rariK  aggressive):  "Who's  concerned 
about  that,  Don? " 

Kirk  (soothingly  but  standing  his 
ground):  "It  goes  back  to  the  belief  of 
many  investors  that  you  re  fooling  some- 
body [unless]  you  put  things  into  your 
earnings.  As  long  as  people  believe  that, 
people  will  suspect  you. 

It  was  at  this  point  that  the  meeting 
verged  on  serious  debate.  One  outspo- 
ken FASB  board  member,  courtly,  spec- 
tacled Robert  Sprouse,  tore  into  busi- 
ness' argument  and  vigorously  defended 
the  FASB's  Statement  5: 

"When  you  gentlemen  talk  about  pro- 
viding for  protection  against  exposure  [to 
catastrophes],  '  Sprouse  demanded,  "do 
you  really  mean  a  bookkeeper  can  debit 
"insurance  expense  and  credit  self-in- 
surance reserve'  and  that  you  have  then 
provided  for  protection  against  catastro- 
phes? It  makes  no  sense.  Obviously  you 
have  not  provided  against  catastrophes. 

Sprouse  meant  that  mere  bookkeeping 
entries  do  not  produce  the  hard  cash  to 
rebuild  a  burned-out  plant;  only  a  genu- 
ine insurance  policy  or  an  actual  cash 
reserve  would  do  that.  .And  if  earnings 


slump,  so  what?  In  the  real  world  earn- 
ings don  t  climb  smoothly.  Surprise  is  in 
the  nature  of  the  game. 

The  businessmen  ran  for  cover.  "Dis- 
closure is  the  answer,  was  Murphy  s 
retort.  "Judgment,"  chimed  in  Shapiro, 
tiying  to  change  the  subject. 

It  was  time  for  coffee. 

The  businessmen  returned  from  coffee 
to  discuss  FASB  Statement  8,  that  pa- 
tently ridiculous  FASB  rule  under 
which,  for  example,  profits  of  U.S.  com- 
panies with  assets  in  strong-currency 
countries  are  often  marked  down  while 
profits  of  firms  with  assets  in  weak-cur- 
rency nations  are  often  marked  up  (see 
Forbes,  Apr.  15,  1975).  Here,  we 
thought,  was  a  perfect  scoring  opportu- 
nity for  the  limping  businessmen. 

But  the  businessmen  let  the  opportu- 
nity pass.  About  all  that  GM's  Murphy 
could  muster  was  to  tell  the  FASB  that 
Statement  8  has  forced  many  American 
multinational  companies  to  change  the 
way  they  run  their  overseas  operations. 
"That  disturbs  me,  Don,  "  said  Murphy. 
"It  shouldn  t  be  the  thrust  of  accounting 
statements  to  force  changes  in  a  firm's 
operating  practices.  " 

Which  again  forced  Kirk  to  lower  his 
glasses  and  point  out  the  obvious  dilem- 
ma: "I  agree,  Tom.  But  should  we  pro- 
mulgate accounting  rules  on  the  basis  of 
avoiding  changes  in  business  behavior?" 

No  meaningful  response. 

Eventually  the  topic  turned  to  infla- 
tion. The  businessmen  said  they  don't 
like  it.  And  they  don't  like  the  cumber- 
some replacement  cost  information  now 
required  by  the  SEC  to  be  disclosed  in 
firms  annual  reports  either.  Unfortu- 
nately, however,  the  businessmen  could 
offer  no  helpful  suggestions  for  ways  in 
which  the  FASB  might  deal  more  satis- 
factorily with  the  problem. 

At  12  noon  sharp,  the  powwow  was 
over  and  the  businessmen  headed  for 
lunch  or  their  limousines.  Forbes  cor- 
nered GM's  Murphy,  who  reluctantly 
shook  our  hand.  What,  we  asked  him, 
had  been  the  message  the  businessmen 
tried  to  impart  to  the  accountants?  Mur- 
phy replied: 

"Er  .  .  .  no  real  message.  We  just 
wanted  an  interchange  of  viewpoints. 
We  wanted  to  hear  different  viewpoints. 
Now  if  you'll  excuse  me.  ..." 

As  Murphy  edged  away,  we  were  left 
with  the  depressing  conclusion  that 
while  there  was  much  to  criticize  in  the 
way  the  accomitants  have  formulated  the 
rules,  our  top  businessmen  have  discour- 
agingly  little  to  recommend  by  way  of 
alternatives.  ■ 
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The  pioneers. 

If  we  built  their  way  today,  there  wouldn' 


The  American  pioneers. 

They  were  a  hardy  lot.  But 
in  clearing  the  land  for  home 
and  farm,  they  consumed  our 
forest  resources  at  a  rate  we 
couldn't  live  with  today. 

For  a  typical  320  square 
foot  log  cabin,  our  forbears 
used  70  trees.  And  burned 
what  was  left  over. 


Today,  that  same  number  of 
trees  would  provide  a  3500 
square  foot  home — plus  enough 
tissue  and  paper  products  for 
an  average  family — for  over 
30  years! 

At  Georgia-Pacific,  we're 
learning  to  make  our  forests 
yield  more  with  skills  the 
pioneers  would  never  have 
dreamed  of.  And  we're  apply- 


ing the  same  utilization  tech- 
niques to  every  resource 
we  manage. 

Managing  resources — it's 
one  of  the  reasons  we're  calle 
the  Growth  Company. 


)e  a  tree  left  in  America. 

r  more  information  on  forest  utilization — 
ite  "Utilization."  Dept.  F-5. 
■orgia-Pacific,  900  S.W.  Fifth  Avenue, 
rtland,  Oregon  97204. 


Georgia-F^cific  ^ 

The  Growth  Company 


Expanding? 
Relocating? 

Here  are  5 
reasons  to 

consider  the 


zone. 
1. 


tax  holidays  for  10  to  15  years. 


duty-free,  tax-free  imports  of 
equipment,  tools,  raw  materials, 
semi-processed  goods 

a  ready  pool  of  easily  trained  labor 
at  attractive,  stable  costs 


roll-on-roll-off  cargo  service  and 
flights  daily  to  North  and  South 
America 

free  convertibility  and  unrestricted 
remittance  of  profits  and  capital 


APEX,  Nicaragua's  Export  Manufacturing 
Free  Zone,  is  next  to  Las  Mercedes  Inter- 
national Airport,  just  8  miles  from 
Managua,  the  nation's  capital.  Learn 
more  about  your  bottom-line  advantages 
in  offshore  expansion/relocation  with 
APEX.  Contact  Promotion  Director,  APEX 
Export  Manufacturing  Free  Zone,  P.O.  Box 
2337,  Managua,  Nicaragua,  Central 
America. 


"We  Know 
Our  Territory" 

With  the  rash  of  takeovers,  is  the  independent 
department  store  doomed?  Don't  believe  it. 


Export 

Manufacturing 
Free  Zone 


Telephones:  3138/3139/3140  Telex;  1401  Apex  Nic. 


In  June,  C:artt"i  Hawley  Hale,  the  huge 
West  Coa.st  department  store  operator 
(sales:  $1.5  billion),  having  failed  in  its 
bid  to  acquire  Chicago's  Marshall  Field, 
agreed  to  acquire  Thalhinier  Brothers  of 
Richmond,  Va.  Thalhinier,  with  sales  of 
S140  million  and  stores  at  26  locations  in 
Virginia  and  North  Carolina,  had  been 
one  of  the  largest  independent  depart- 
ment stores  in  the  area. 

A  month  earlier  Carter  Hawley  Hale 
had  acquired  John  Wanamaker,  the  ven- 
erable 15-store,  $280  million  (sales) 
Philadelphia  chain.  Dayton  Hudson,  the 
$2.2  billion  Minneapolis-based  chain, 
had  acquired  Mervyn's,  a  rapidly  grow- 
ing West  C()a.st  retailer.  Gossip  has  it 
that  Marshall  Field  tried  to  buy  New 
York's  independent  B.  Altman  &  Co. 
earlier  this  year.  Merger  fever  was  ram- 
pant in  retailing. 

.More  recently  Zeller's,  Ltd.,  a  224- 
store  Montreal  outfit  once  owned  by 
W.T.  Grant,  was  taken  over  by  Hudson's 
Ba\',  one  of  Canada's  biggest  retailers. 
And  Younker  Brothers,  the  leading  de- 
partment store  in  Des  Moines,  agreed  to 
be  acquired  by  Equitable  of  Iowa  Com- 
panies, an  insurance  holding  company. 

Clearly,  independent  regional  depart- 
ment stores  are  being  reeled  in  regular- 
1\.  Does  this  mean  they  are  simply  un- 
able to  make  it  on  their  own?  Unable  to 
compete  with  the  big  guys? 

The  answer  is  an  unequivocal  "no.  " 
Despite  all  the  takeovers  there  are  a 
good  many  independents  left  out 
there — from  Maine  to  San  Diego,  from 
Seattle  to  Miami.  Some  of  them  are  pub- 
lich'  held,  some  pri>'ately.  Some  of  them 
are  not  well  enough  run  to  be  takeover 
candidates — "There  are  a  lot  of  things 
left,  but  little  that  s  high  quality  ,  com- 
ments one  analyst.  But  others,  like 
Nordstrom's  of  Seattle  (Forbes,  May 
29),  Woodward  &  Lothrop  of  Washing- 
ton, D.C.  and  Strawbridge  &  Clothier  of 
Philadelphia,  do  better  in  many  respects 
than  the  best  of  the  chains,  i.e.  Federat- 


ed and  Dayton  Hudson.  And  many  do 
considerably  better  than  the  w^eaker 
chains  such  as  Associated  Dry  Goods 
(Forbes,  Sept.  18). 

Take  Woodward  &  Lothrop,  for  exam- 
ple. According  to  a  recent  analysis  by 
Stuart  Bobbins,  vice  president  of  Paine 
Webber  Mitchell  Hutchins,  the  com- 
pany ranked  number  two  out  of  39  pub- 
licly held  department  stores  in  return  on 
sales.  Its  4.6%  net  margin  was  comfort- 
ably above  third-ranked  Federated  s 
4.0%.  Only  Nordstrom,  another  inde- 
pendent regional,  outranked  it  with 
4.7%  in  this  important  department  store 
measure.  Aggressive  Carter  Hawley 
Hale  ranked  13  with  3.3%  and  Associat- 
ed Dry  Goods,  struggling  for  a  come- 
back, was  number  15  with  just  2.9%. 

As  for  return  on  stockholders  equity  . 
Woodward  &  Lothrop  with  14.4%  came 
in  number  six,  just  behind  Federated 
which  had  14.5%.  First  place  went  to 
independent  Nordstrom's  with  a  return 
of  18.7%  and  second  to  a  chain,  Da\  ton 
Hudson,  with  18.1%.  So  much  for 
doubts  that  the  independents  can  t  sur- 
vive on  their  own. 

"We  know  our  territory,  is  the  wa\ 
Edwin  K.  Hoffman,  chairman  of  Wood- 
ward &  Lothrop,  explains  his  store  s  abil- 
ity to  compete  with  billion-dollar  outfits 
like  Sears  and  Federated  Department 
Stores  in  the  nation's  capital.  Most  im- 
portant in  Hoffman  s  view  is  that  the 
store  is  "keeping  up  in  merchandising, 
which  has  changed  more  in  the  past 
three  >ears  than  in  the  previous  de- 
cade." He  cites  an  open  roof  effect  and 
goblets  displayed  on  triangles  of  light  in 
his  newest  store. 

Hoffman  says  Woodward  &  Lothrop 
hasn't  had  an>'  recent  takeover  feelers 
although  he  declines  to  define  "recent 
and  says  a  runup  in  the  price  of  the  stock 
from  $24  to  $33  led  him  to  believe  some- 
one was  interested. 

Philadelphia  s  Strawbridge  &  Cloth- 
ier, which  now  must  compete  not  just 
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with  Wanamaker  s  but  with  a  Carter 
Hawley  Hale-backed  Wanamakers, 
didn't  do  quite  as  well  as  Nordstrom's  or 
Woodward  &  Lothrop.  Still,  its  3.6% 
return  on  sales  was  ahead  of  both  Carter 
Hawley  Hale's  3.3%  and  Associated  Dry 
Goods'  2.9%.  Its  return  on  equity  at 
10.4%  put  it  well  down  the  list,  behind 
the  median  of  11.4%,  though  ahead  of 
Associated  Dry  Goods'  9.0%  and  consid- 
erably above  Marshall  Field's  7.6%. 

Francis  Strawbridge,  vice  president 
and  nephew  of  Chairman  G.  Stockton 
Strawbridge,  says  "a  takeover  would  be 
difficult  as  long  as  the  family  sticks  togeth- 
er.'  He  points  out  that  the  family,  which 
started  the  business  back  in  1861,  hasn't 
run  out  of  people  interested  in  running  it. 
Right  now,  he  says,  his  uncle  has  two  sons 
involved  and  he  has  a  brother. 

The  satisfactory  showing  of  these  and 
other  regionals,  however,  doesn't  mean 
actjuisitions  won't  continue.  They  will. 
For  one  thing  the  chains  need  to  make 
them.  Analyst  Stuart  Robbins  explains: 
"Considering  that  there  will  be  only 
moderate  demographic  growth  in  many 
markets  and  that  it's  more  expensive 
than  ever  to  build  stores,  the  best  bet  for 
a  chain  that  wants  to  enter  a  market  may 
well  be  to  acquire  somebody  who's  al- 
ready there.  " 

The  big  chains,  of  course,  will  be  cau- 
tious about  making  acquisitions  in  mar- 
kets they're  already  in — they  don't  want 
to  incur  the  wrath  of  the  Federal  Trade 
Commission.  They  will  be  interested  in 
strong  companies  in  fresh  markets,  espe- 
cially if  those  markets  are  growing. 
Smaller  chains  such  as  Garfinckel, 
Brooks  Brothers,  Miller  &  Rhoads  (sales: 
$300  million)  and  Mercantile  Stores 
(sales:  $790  million),  of  course,  have 
more  areas  open  to  them. 

The  acquisition  game,  therefore,  con- 
tinues intact.  According  to  finder  Victor 
Niederhoffer  of  Niederhoffer,  Cross  & 
Zeckhauser,  Inc. ,  "there's  an  excess  sup- 
ply of  these  companies.  For  each  one 
that's  sold  there  may  be  100  looking  to 
be  sold.  George  Ivey,  head  of  North 
Carolina's  J.B.  Ivey,  (sales:  $110  million) 
says  he  gets  more  offers  to  buy  than  to 
sell.  Department  stores  are  often  family- 
run  enterprises.  It  occasionally  happens 
that  a  time  comes — as  in  the  case  of  John 
Wanamaker  recently  and  Bergdorf 
Goodman  a  few  years  ago — when  there 
is  no  family  member  to  carry  on.  Thus 
there's  a  decision  to  sell. 

But  if  a  company  doesn't  want  to  sell 
and  if  it  controls  enough  of  its  stock  to 
prevent  a  hostile  takeover,  it  won't  nec- 
essarily be  forced  into  it  for  competitive 
reasons.  For  the  truth  is — as  attested  to 
recently  by  the  dismal  performance  of 
Associated  Dry  Goods  and  earlier  by  that 
of  Allied  Stores — the  chains  have  no  par- 
ticular advantage  in  brains.  The  best  of 
the  independents  are  doing  as  well  as  or 
better  than  the  best  of  the  chains.  ■ 


Scotland  has  Drambuie. 
Ireland  has  Irish  Mist.  France 
has  Cointreau  and  B&B. 

Now  America  can  boast  its 
own  great  native  liqueur:  Wild 
Turkey  Liqueur  created  in 
Kentucky  by  the  originators  of 
America's  finest  native  whiskey, 
Wild  Turkey. 


Wild  Turkey  Liqueur  is  the 
"sippin'  sweet  cream"  of  liqueurs. 
It's  made  to  be  savored  slowly 
after  dinner.  Or  as  a  mellow 
accompaniment  to  an  evening's 
conversation.  You've  tasted  the 
great  liqueurs  of  Europe. 
Now  taste  America's  great  one— 
Wild  Turkey  Liqueur. 
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LAST  YEAR 
WE  MADE: 


enough  wallcovering 
to  redecorate  a  room 
for  every  person 
living  in  New  Orleans,  Louisiana. 
(With  Harrisburg,  Pennsylvania 
thrown  in  for  good  measure.) 


AND: 


$36,722,000  after  taxes. 


/National 
/Gypsum 
tCompany 


A  family  of  companies  building  for  the  future. 


For  our  annual  report  write:  4100  First  International  Building/Dallas,  Texas  75270 


ruehauf  finarces  ships 
s  well  as  ship  repairs  . 


.  .  .  tractor-trucks 
as  well  as  trailers  . 


.  .  .  warehouses  and  terminals 
as  well  as  tractor-trailers. 


And  fueling  its 
growth  with  America's 
nth  largest  captive 
finance  company. 

For  the  eighth  consecutive  year,  Fruehauf 
Finance  Company  has  set  new  records  for  earnings, 
finance  revenue  and  customer  receivables. 

America's  1 1th  largest  captive  finance  company, 
Fruehauf  Finance  is  now  a  $500  million  business, 
helping  customers  finance  the  full  spectrum  of 
Fruehauf  products  and  services,  including  trucks  as 
well  as  trailers;  terminals;  ship  repairs;  container 
handling  equipment;  agricultural  products  and  many 
kinds  of  capital  expenditures. 

Through  affiliates,  we  are  expanding  in  Canada 
and  Mexico.  And  through  a  growing  subsidiary. 
Transport  Acceptance  Corporation,  are  now  financing 
other  transportation  products  as  well. 

For  what  it  all  means  in  black  and  white,  write 
for  our  Annual  Report:  Fruehauf  Corporation,  Dept. 
F0-il8.1O9OO  Harper,  Detroit,  Mich.  48232.  Tota 
Transportation  .  .  .  the  world  of  Fruehauf 
rolling. 


Fruehauf  Finance  Co  Consolidated  Receivables  Outstanding 
i%  in  thousands) 
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Transport  Acceptance  Corp  :  Receivables  Outstanding 
($  in  thousands) 


Bank  Earnings  Boom: 
Will  The  Tide  Ebb? 


No.  Not  even  with  softer  loan  demand  next  year.  Not  even  with 
automatic  funds  transfer — or  anything  else  foreseeable. 


The  argument  rages:  The  Federal  Re- 
serve Board  is — or  is  not — tightening 
money  enough.  Either  way,  the  bankers 
(you  should  pardon  the  expression)  are 
smiling  all  the  way  to  the  bank.  Every 
time  the  Fed  ratchets  interest 
rates  up  a  notch  or  two,  it  lifts 
bank  earnings  to  a  higher  level. 

It  showed  beautifully  in  the 
rash  of  third-quarter  reports 
from  the  banks  last  month.  In- 
dustr\^vide  earnings  were  up 
over  25%,  but  many  big  banks 
did  better  than  that.  Top  dog 
Bank  of  America's  earnings  from 
operations  were  up  33.4%  and 
Western  Bancorp's,  37%,  while 
North  Carolina  National  Bank 
Corp.'s,  its  comparison  aided  b\- 
sale  of  nonincome-producing 
property  this  year,  were  up  .51%. 
These  were  on  top  of  24%  indus- 
try gains  in  this  year's  first  quar- 
ter and  28%  in  the  second. 

Can  the  banks  keep  it  up? 
"Loan  demand  continues  rela- 
tively strong,  "  says  Western 
Bancorp  Chairman  Joseph  J. 
Pinola.  "And  we  don't  have  an\' 
indications  that  it  will  temper  in 
either  the  fourth  quarter  or  next 
year.  We  expect  our  favorable 
earnings  trend  to  continue, 
though  we  expect  the  percentage 
increase  to  moderate. 

Ever\'  businessman  who  has 
had  a  payroll  to  meet  or  an  in- 
ventory to  build  for  the  Christ- 
mas trade  is  keenly,  often  pain- 
fiiUy,  aware  of  the  two-point  hike 
in  the  prime  rate  since  Januarv  , 
reaching  the  double-digit  level 
for  the  first  time  since  late  1974 
Says  a  New  York  lamp  manufac 
turer  who  averages  $6  million  in 
sales   to   customers   like  R.H 
Vlacy's    and   J.C.    Penney:  I 
would  think  twice  about  borrov\ 
ing  money  for  expansion  right 
now  with  interest  rates  the  way 
they  are.  Sometimes  I  get  a  buy 
on  inventorv  items.  But  the  ad- 


ditional interest  I'd  pay  on  the  loan 
might  negate  the  bargain,  so  I  m  careful. 
The  major  department  stores  are  being 
inventory-conscious,  too. 

The  surge  in  the  prime  rate  and  conse- 


Western  Bancorp  Chainnan  Joseph  J.  Pinola 
No  black  clouds  on  the  horizon. 


(juent  boost  to  bank  earnings  surprised 
bank  stock  analysts.  Confesses  Charles 
H.  Lott,  director  of  research  for  Keefe, 
Bruyette  &  Woods  and  widely  respected 
as  one  of  the  best  in  the  business,  "The 
1978  earnings  forecasts  we  made 
at  this  time  last  year  were,  in 
most  instances,  unbi'licvahlij 
low.  Yet  a  year  ago  our  estimates 
were  reputed  to  be  among  the 
highest" — predicting  gains  of 
15%  to  20%.  Now  Lott  and  other 
forecasters  expect  further  solid 
gains  of  some  12%  in  1979. 

But  don  t  high  rates  make  the 
banks  pay  more  for  money'?  Yes, 
to  the  extent  that  banks  are  just 
middlemen  who  borrow  at 
wholesale  on  the  money  market, 
including  fed  funds,  and  lend  at 
retail  to  their  customers,  higher 
interest  rates  do  raise  the  cost  of 
their  raw  material.  Even  here, 
however,  it  is  not  difficult  for 
bankers  to  maintain  their 
spreads — -that  is,  the  margin  be- 
tween their  cost  of  borrowing 
and  their  cost  of  lending.  Where 
banks  really  cash  in,  however,  is 
on  the  money  that  they  don  t 
borrow:  their  own  capital,  for  ex- 
ample, and  demand  deposits. 
Then,  too,  passbook  savings  de- 
posits are  currently  limited  to  a 
5%  ceiling  regardless  of  general 
interest  rates.  In  some  banks,  as 
little  as  .55%  of  liabilities  are  in- 
terest-rate-sensitive; on  all  the 
rest  of  the  money  the  bank  has 
use  of,  the  increase  in  loan  in- 
come generated  by  rising  inter- 
est rates  is  pure  gravy.  So  net 
interest  margins  widen.  Some 
40%_$7.2  billion— of  Chase 
Manhattan  s  domestic  liabilities 
ire  in  this  noninterest-sensitive 
itegory. 

So  banks  with  large  corporate 
balances  and  a  good  slug  of  indi- 
vidual savings  accounts  are  sitting 
  pretty.  NCNB  Coip.  reports  in- 
terest-free demand  deposits  are 


FORBES,  NOVEMBER  13,  1978 


91 


up  99c  over  last  year  s  levels  and  commer- 
cial loans  have  increased  sinct-  midyear. 
"W  e  expect  a  further  substantial  increase 
in  commercial  loans,  "  sa\'s  NCNB  Chair- 
man Thomas  I.  Storrs.  "A  great  deal  of 
what  will  happen  next  >ear  depends  on 
what  goes  on  in  the  prime  rate  and  the 
economy,  but  we  believe  next  year  will 
show  an  earnings  improvement. 

Special  local  factors  can  play  a  part  in 
loan  demand,  of  course.  Loan  demand  in 
New  York  jumped  significantK .  b\  some 
S2  billion,  in  September  and  October. 
Man\  experts  believe  that  merger  loans, 
particularly  Philip  Morris  acquisition  of 
TUP  and  IC  Industries  borrowing  to  buy 
Pet,  Inc.,  were  part  of  the  reason,  with 
general  commercial  and  industrial  loan 
demand  up  moderateK  .  At  Xorth  Caroli- 
na s  Wachovia  Bank  6c  Trust,  Treasurer 
H.J    Runiiion  Jr.    notes  that  national 


Great  Expectations 

Earnings  of  the  top  40  bank  holding  companies  listed  are  expected  to  be  up  well 
over  20%  this  year;  as  of  the  third  quarter  they  were  up  from  14%  to  60%. 


Total 

1977 

1978 

1978 

1978 

assets* 

earnings 

9  mos 

3rd  quarter 

Full 

Recent 

Current 

Bank  Holding  Company 

(millions) 

per  sharet 

earnings 

earnings 

year  est.t 

Price 

P/E 

BdnkAmerlcd  Corp 

$81,989 

2.71 

2.52 

1.01 

3.30* 

8 

Citicorp 

77,112 

3.05 

2.93 

.96 

3.95 

7 

Chas6  Manhattan 

53,180 

3.71 

3.92 

1.41 

5.30 

333/8 

7 

Manufacturers  Hanover 

35,788 

5.15 

4.19 

1.46 

5.70 

37 

7 

J  P  Morgan  &  Co 

31,664 

5.36 

4.52 

1.69 

5.85 

47% 

8 

Chemical  New  York  Corp 

30,706 

7.03 

5.61 

2.02 

7.50 

41% 

6 

Continental  Illinois  Corp 

25,800 

4.05 

3.30 

1.05 

4.45 

29% 

7 

Bankers  Trust  NY 

23,474 

5.06 

4.76 

1.77 

6.00 

37% 

6 

First  Chicago  Corp 

22,614 

2.80 

2.46 

.84 

3.50 

22% 

7 

Western  Bancorp 

22,488 

3.36 

3.31 

1.17 

4.50 

27% 

6 

Security  Pacific  Corp 

18,736 

4.70 

4.59 

1.61 

6.30 

37% 

6 

Wells  Fargo  &  Co 

15,359 

4.03 

3.81 

1.41 

5.00 

30 

6 

Charter  New  York  Corp 

12,586 

5.19 

4.33 

1.56 

6.00 

32% 

6 

Crocker  National  Corp 

12,450 

4.35 

4.01 

1.49 

5.35 

26% 

5 

Marine  Midland 

12,137 

1.38 

1.31 

.53 

1.50 

16% 

9 

First  National  Boston 

10,302 

3.85 

3.71 

1.29 

4.90 

29% 

6 

Mellon  National  Corp 

9,921 

3.62 

3.19 

1.14 

4.25 

28% 

7 

Northwest  Bancorp 

9,528 

3.00 

2.73 

.99 

3.60 

25 

7 

First  Bank  System 

9,222 

4.87 

4.42 

1.50 

6.00 

39% 

7 

First  Pennsylvania  Corp 

8,702 

2.10 

1.69 

.46 

2.40 

15% 

7 

National  Detroit  Corp 

8,440 

4.71 

4.22 

1.61 

5.55 

30% 

5 

First  Int'l  Bancshares 

8,307 

3.49 

3.01 

1.05 

4.10 

36% 

9 

Republic  of  Texas  Corp 

7,526 

2.59 

2.60 

.85 

3.40 

24% 

7 

Texas  Commerce  Bancshares 

6,643 

3.85 

3.47 

1.23 

4.70 

38% 

9 

Bank  of  New  York 

6,450 

5.21 

4.60 

1.65 

6.20 

35% 

6 

First  City  Bancorp 

6,274 

3.78 

3.42 

1.17 

4.60 

37% 

8 

Seafirst  Corp 

6,098 

3.07 

2.73 

.97 

3.55 

263/4 

7 

Harris  Bancorp 

5.558 

4.49 

3.36 

1.23 

4.75 

30 

6 

Philadelphia  National  Corp 

4,898 

4.27 

4.18 

1.52 

5.50 

.  29% 

6 

Union  Bancorp 

4,681 

1.61 

1.81 

.65 

2.15 

26% 

12 

NCNB  Corp 

4,647 

1.42 

1.48 

.53 

2.00 

13% 

7 

CleveTrust  Corp 

4,521 

5.14 

4.39 

1.63 

6.00 

35% 

6 

Michigan  Nat'l  Corp 

4,384 

4.48 

3.82 

1.36 

5.05 

24% 

5 

Northern  Trust  Corp 

4,381 

5.11 

4.31 

1.52 

5.95 

40% 

7 

First  Wisconsin  Corp 

4,356 

3.05 

3.15 

1.17 

4.25 

28% 

7 

DETROITBANK  Corp 

4,242 

3.87 

3.62 

1.24 

5.00 

28% 

6 

Wachovia  Corp 

3,877 

2.03 

1.78 

.64 

2.40 

18% 

8 

Southeast  Banking  Corp 

3,849 

1.12 

1.51 

.64 

1.90 

14 

7 

US  Bancorp 

3,824 

3.51 

3.19 

1.10 

4.30 

30% 

7 

Valley  Nat'l  Bank 

3,814 

2.56 

2.69 

.96 

3.55 

23% 

7 

*  Asof  Jan.  1, 1978.    t  Primary  earnings  before  gains  or  losses  from  securKies  transactions,  t  Supplied  by  Keefe,  Bruyette  &  Woods,  inc. 


companies  are  not  alwa\'s  using  their 
lines  of  credit:  "\  lot  of  loans  have  been 
the  result  of  selling  efiort  rather  than 
someone  just  coming  in  and  demanding 
funds.  But  the  general  view  is  that  loan 
demand  will  remain  strong  enough  and 


.  .  Bank  earnings  next 
year  could  outdo  today's 
rosy  expectations  .  .  ." 


net  interest  margins  will  be  stead\ 
enough  to  sustain  and  even  improve 
bank  earnings.  Hence,  the  estimated 
full-year  earnings  figures  for  the  40  big 
banks  in  the  table  should  be  exceeded  in 
1979.  This,  despite  the  effect  of  automat- 
ic funds  transfer  which  some  bankers  and 


analysts  sa\  might  reduce  earnings  gains 
by  as  much  as  2% . 

There  is  no  getting  away  from  the  fact 
that  what  is  bad  for  borrowers — high 
interest  rates — is  good  for  bankers. 

"The  average  level  of  the  prime  rate 
early  next  year  is  likely  to  exceed  by  a 
good  margin  the  average  level  in  the  first 
half  of  1978.  predicts  Stephen  Berman. 
bank  aiiaUst  at  C\  rus  J.  Lawrence.  Bar- 
ring a  realK  stiff  1979  recession,  Berman 
thinks  bank  earnings  should  climb  an 
as  erage  of  I57c  next  \  ear. 

If  the  prime  rate  should  sta\  at  present 
levels  or  even  inch  up  a  bit — as  at  least 
one  economist,  Al  Wojnilower  of  First 
Boston  Corp.,  forecasts — then  bank 
earnings  next  year  could  outdo  even  to- 
da\  s  ros\  expectations.  Indeed,  the 
choice  in  outlook  seems  to  be  between 
fat  and  fatter.  ■ 
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Look  Who's  Setting 
The  World  On  Fire 

The  energy  crisis  brought  the  wood  stove  business  back 
from  the  dead.  Now  there  are  more  wood  stove  makers  than 
even  the  present  booming  market  can  support. 


America's  newest  growth  industry  is 
one  of  its  oldest:  the  booming  250-year- 
old  wood  stove  industry.  Until  World 
War  I,  most  Americans  heated  their 
homes  with  wood,  and  eveiy  locality  had 
its  own  wood  stove  manufacturer.  But 
most  of  those  went  out  of  business  as  first 
coal  and  then  oil  and  gas  took  over  the 
home  heating  market.  Now  the  energy 
crisis  has  brought  the  stovemakers  back, 
by  the  dozens,  by  the  hundreds. 

"This  business  is  really  only  five  years 
old,'  says  .Michael  J.  Herschel,  presi- 
dent of  South  Pittsburg,  Tenn.  s  109- 
year-old  privately  owned  U.S.  Stove, 
which  claims  to  be  the  U.S.  oldest  sur- 
viving wood  stove  manufacturer.  'With 
the  energy  crisis,  people  wanted  the 
maximum  amount  of  heat  out  of  the 
minimum  amount  of  fuel.  U.S.  Stove 
will  sell  150, (X)()  units  this  year  and  gross 
something  like  $35  million. 

How  fast  the  industry  is  growing  no- 
body knows  for  sure.  The  industry 
doesn't  keep  any  statistics.  But  Andrew 
B.  Shapiro,  president  of  Camden,  Me.  's 
Wood  Energy  Institute,  an  international 
association  of  manufacturers,  consumers, 
pulp  producers,  ecologists,  intellectuals 
and  what  have  you,  says  that  when  WEI 
first  issued  its  Wooclhunwrs  Kiict/clupc- 
(lUi  in  1975,  there  were  only  164  manu- 
facturers. Today  there  are  over  500, 
most  of  them  small,  privately  owned  and 
closemouthed,  and  several  dozen  (tradi- 
tionally secretive)  foreign  producers. 

Shapiro  figures — "an  educated  not 
verified  guess' — the  U.S.  market  ab- 
sorbed something  like  750, (X)0  wood 
stoves  last  year,  compared  with  less  than 
100,(XX)  as  recently  as  1974.  That 
750,000  lays  the  foundation  for  what  Sha- 
piro says  is  a  billion-dollar  business.  At 
an  average  $4(X)  apiece,  those  750, 0(X) 
stoves  generated  a  good  $300  million  in 
sales  all  by  themselve-s,  and  that  is  just 
the  beginning.  Most  of  those  stoves  re- 
(juire  the  installation  of  a  new  chimney 
or  flue  at  a  cost  of  maybe  $.500 — another 
$375  million.  Add  on  to  that  insulation, 
heat  shields  and  stove  accessories — pok- 
ers, shovels,  brushes — fire  extinguishers 


Hecia  (ivcn  .stove.  1H75 


The  technology  peaked  long  ago. 

and,  just  to  be  sure,  smoke  detectors. 
Log  splitters  are  selling  like  hotciikes, 
and  a  good  third  of  the  $500  million  in 
annual  chain  saw  sales  goes  into  harvest- 
ing firewood.  Bark  Buster  s  log  splitters 
doubled  their  sales,  while  Textron's 
chain  saw  sales  arc  up  40%  in  eight 
months.  Even  professional  wood  har- 
vesting ef}uipment  is  booming — includ- 
ing a  $.38, (XX)  uKuhine  that  gobbles  up 
logs  and  spits  out  slove  lengths  of  fire- 
wood. Add  it  all  together,  Shapiro  says, 
and  you  ve  got  a  $1  billion  business. 
Easily. 

What  set  off  the  boom,  of  course,  was 
the  1973  oil  embargo  and  the  rising 
prices  and  threatened  shortages  that  fol- 


lowed. Some  consumers  were  afraid  they 
couldn't  afford  to  go  on  using  oil  and  gas. 
Besides,  wood  burning  had  that  whole- 
some, ecologically  correct,  wheat-germ- 
and-granola  style  that  began  to  catch  on 
in  the  early  Seventies.  The  boom  started 
out  in  New  England,  where  wood  stoves 
had  never  died  out  entirely,  and  there- 
after spread  throughout  the  country, 
spurred  by  a  series  ol  inordinately  cold 
winters  and  natural  gas  shortages. 

It's  a  rrinarkabK  varied  market:  You 
can  buy  $50  units,  made  out  of  blue 
sheet  metal  or  tin,  that  probabK'  won  t 
last  a  season.  You  can  buy  $1,000  units 
calculated  to  last  several  lifetimes — care- 
fully machined,  porcelain-clad  stoves 
with  glass  doors  that  close  like  refrigera- 
tors, blower  units  and  thermostats.  In 
between  there  are  parlor  stoves  and 
kitchen  stoves,  lin  naces  and  boilers,  tall 
stoves  and  scjuat  stoves.  c\lindrical 
stoves  and  box  stoves,  barociiie  stoves  by 
the  19th-century  French,  austere  stoves 
from  the  19th-century  Shakers,  tradi- 
tional stoves  that  duplicate  Ben  Frank- 
lin s  original  enclosed  fireplace  and  mod- 
ern stoves  that  ape  elegant  Scandinavian 
design. 

But  all  of  them  impK  a  change  in 
lifestyle.  A  wood  stove  demands  a  lot  of 
the  care  and  attention  that  went  out  of 
fashion  when  oil  and  gas  came  in.  Con- 
trolled-draft  stoves  burn  for  10  to  12 
hours  on  a  single  load  of  wood,  but  they 
still  ha\  e  to  i)c  loaded  t\\  o  oi-  three  times 
a  da\',  the  ashes  have  to  be  reniowtl  and 
the  wood  itself  is  a  constant  burden.  It 
has  to  be  cut,  seasoned,  stacked,  brought 
into  the  house  for  burning.  And  the  heat 
is  different,  too — radiant  and  roasting,  so 
hot  it  can  blast  \()u  out  of  the  house  if 
you  pick  a  unit  too  big. 

How  nuich  wood  burning  reduces 
your  fuel  bill  depends  prettv'  much  on 
how  nuich  Nour  firewood  costs.  In  Scars- 
dale  or  Staten  Island,  where  wood  sells 
for  $125  a  cord,  you  don  t  have  a  pra\  er 
of  coming  out  ahead.  Elsewhere,  at  less 
than  $100  a  cord,  you'll  probabK  do  all 
right.  "In  practically  any  area,  says  U.S. 
Stove  s  Her.schel,  "you  can  recover  the 
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The  Maine  Times  editorial  offices 


Keeping  warm  with  a  wood  stove  means  you  always  have  to  woric  at  it. 


cost  of  your  stove  during  the  first  year 
out  of  fuel  savings. 

Terry  Curtis,  proprietor  of  Washing- 
tonville  VVoodburners  up  in  Orange 
County,  northwest  of  New  York  City, 
used  to  spend  $7()0  a  season  heating  his 
house  with  oil.  Now  he  claims  to  burn 
four  or  five  cords  a  year  at  a  cost  of 
maybe  $300.  That's  how  he  got  into  the 
stove  business.  Two  years  ago  he  and  his 
wife  went  out  looking  for  a  stove  to  cut 
their  heating  bills  and  wound  up  selling 
Jotul,  the  leading  Scandinavian  import. 
In  Orange  County,  wood  goes  for  $60 
and  $75  a  cord,  although  you  have  to 
shop  around.  For  home  owners  with 
electric  heat  (and  utility  bills  of  $1,500  or 
more  a  season),  there  s  no  (}uestion  that 
wood  (or  almost  anything  else)  offers  a 
great  saving. 

The  big  savings  come  from  heating 
your  house  out  of  your  own  wood  sup- 
ply— from  being,  as  it  were,  an  integrat- 
ed producer.  Home  Energy  Digest  i> 
Woodburning  Quarterly,  the  Better 
Homes  of  the  wood  burning  brigade,  did 
a  survey  of  its  30,000  subscribers  a  while 
back  and  discovered  70%  of  them  grew 
their  own  wood  and  cut  it  themselves. 
Good  news,  of  course,  for  chain  saw 
manufacturers.  And  conceivably  good 
news  for  U.S.  forests.  Firewood  harvest- 
ing could  provide  the  economic  base  for 
proper  management  of  farm  lot  timber. 

Traditionally  the  industry  had  always 
been  dominated  by  a  handful  of  rather 
sleepy  companies  that  somehow  sur- 
vived the  Age  of  Oil — Martin  Industries, 
Atlanta  Stove  Works,  U.S.  Stove,  Port- 
land Stove  Foundry,  Riteway  and  Wiish- 
ington  Stove  Works — but  the  energy  cri- 
sis changed  all  that.  Imports  surged  into 
i!:f  maiket:  from  Taiwan  and  Korea  at 


the  low-price  end  of  the  market,  from 
northern  Europe  (Jotul,  Morso,  Lange, 
Trollo)  at  the  high.  In  1974-75,  WEI's 
Shapiro  figures,  the  imports  had  maybe 
as  much  as  75*^  of  the  market,  vs.  less 
than  50%  toda\'. 

The  imports  were  pushed  back  when 
new  U.S.  producers  emerged  by  the  hun- 
dreds, most  of  them  small  metal  shops 
turning  out  two  or  three  stoves  a  da\. 
There  were  some  substantial  companies 
as  well — outfits  like  Fisher  Stoves,  Fron- 


THE  CLINKERLESS  GRATE. 


Hot  item  in  1874 

Under  $40  new,  today  $750. 


tier.  Autocrat,  Sierra  and  Defiance. 

Al  Zemel,  president  of  Bethpage, 
N.Y.'s  Mr.  Bar  B-Q,  Inc.,  began  import- 
ing stoves  from  the  Orient  in  1973.  One 
of  the  biggest  factors  in  the  business, 
Zemel  figures  that  the  Taiwanese  have  a 
25%  cost  advantage  over  U.S.  produc- 
ers, mainly  because  of  lower  labor  and 
pollution  control  costs. 

The  imports  have  a  substantial  com- 
petitive advantage,  and  competition  is 
fierce.  Atlanta  Stove  Works,  probably 
the  most  efficient  producer  in  the  indus- 
try, manufactures  a  Franklin  Stove  that 
retails  for  $2.50.  A  discount  chain  like 
Barkers  sells  a  Taiwanese  version  for 
$119.  Terr\  Curtis'  best-selling  Jotul  No. 
1  goes  for  $5.50,  but  at  Lloyds,  in  New- 
burgh,  ten  miles  away,  Al  Zemel's 
Taiwanese  copy  goes  for  $199.99.  The 
European  and  U.S.  manufacturers  moan 
and  groan  about  the  inecjuitv'  of  this  Asi- 
atic competition,  but  there  s  not  much 
they  can  do  about  it.  Like  Washington 
Stove  Works  before  it,  U.S.  Stove  has 
thrown  in  the  towel,  is  closing  down  its 
foundry  and  importing  whatever  castings 
it  needs  from  Taiwan  and  Canada.  It  is 
emphasizing  its  steel  rather  than  its  cast- 
iron  lines. 

U.S.  manufacturers  say  that  Taiwan 
and  Korean  imports  are  inferior.  The 
workmanship  is  shoddy.  Among  the  al- 
leged hazards:  Doors  that  don't  latch 
properly,  combustion  chambers  that  leak 
and  castings  that  tend  to  crack. 

'I  don  t  think  they're  as  good  as  we 
make,  .says  Atlanta  Stove  Works  Execu- 
tive Vice  President  M.J.  Miller,  "but  the 
biggest  question  is  what  the  consumer  is 
going  to  do  for  repair  parts  when  he 
needs  a  new  grate  or  the  back  or  top 
cracks. 

Dealers  love  the  stoves,  imported  or 
domestic.  Markups  are  30%  to  35% — so 
high  that  they  sound  a  little  defensive 
about  it.  "You  ve  got  to  remember,"  says 
Terr\'  Curtis,  "the  selling  season  is  onK 
four  months  long — from  October  to  mid- 
Februar\- — and  then  it  s  gone.  So  they 
allow  \ou  enough  to  make  a  decent  dol- 
lar for  your  time. 

The  boom  already  shows  some  seeds 
of  bust.  Home  Energy  Digest  Wood- 
burning  Quarterly's  publisher  James  R. 
Cook  recently  predicted  "tougher  com- 
petition, lower  prices  and,  in  some 
cases,  a  decision — voluntary  or  involun- 
tary— to  leave  the  business. 

"Yes,  demand  is  rising,  "  says 
HED&WBQ  s  advertising  director,  Jane 
Svinicki,  "but  I  doubt  it  can  support  this 
network  of  dealers  and  manufacturers 
they  have  now.  There  was  really  a  lot  of 
money  in  it.  Those  who  were  attracted  to 
it  because  there  was  a  lot  of  money  to  be 
made  quickK ,  I  think,  will  be  the  first  to 
drop  out. 

Meanwhile,  the  inevitable  govem- 
ment  regulators  have  begun  to  appear. 
States  like  Massachusetts,  Manland,  Ar- 
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The  Wood  Stove  Queen 


If  anyone  can  claim  to  have  launched  the  current  wood 
stove  boom,  it  s  Eva  B.  Horton,  president  of  Portland, 
Me.'s  Kristia  Associates.  Kristia  is  the  exclusive  importer 
of  Norway  s  renowned  Jotul  stoves,  the  best-selling  high- 
priced  line,  S280  and  up.  Horton  brought  the  old  fashion- 
ed wood  stove  out  of  the  hunting  camp  and  back  into  the 
living  room  for  the  first  time  in  50  years. 

"I  introduced  wood  stoves  to  Americans,"  Horton  says, 
with  an  engaging  touch  of  hyperbole.  "I  put  a  good  idea  in 
their  hearts  and  a  good  stove  in  their  houses.  My  stoves 
have  a  lot  of  class.  So  does  my  ofRce,  so  do  my  dealers,  and 
so  does  Madame  President. 

A  vivacious  woman  of  45,  Horton  grew  up  in  Norway 
and  still  speaks  with  a  syncopated  Norwegian  lilt.  She  got 
into  the  stove  business  only  four  years  ago.  The  oldest  of 
her  three  children  was  ready  for  college,  and  her  husband, 
an  oceanographer  whom  she  divorced  last  year,  asked  her 
to  sell  stoves  to  help  pay  the  college  bills.  So  Eva  Horton 
cheerfully  went  back  to  work. 

A  onetime  gymnast,  sports  promoter  and  summer  camp 
impresario,  Horton  had  a  flair  for  publicity,  a  clear  idea  of 
what  she  wanted  to  do  and  a  habit  of  getting  her  way. 
When  her  husband  wanted  to  distribute  Jotul  stoves 
through  hardware  stores,  supermarket  chains  and  dis- 
count houses,  Horton  put  her  foot  down.  Jotul  was  the 
leading  wood  stove  in  Europe,  and  Horton  believed  main- 
taining its  distinction  was  more  important  than  making 
money.  "All  Americans  care  about  is  the  bottom  line,  she 
says.  T  threw  that  idea  out  when  I  threw  out  my  husband 
because  he  feels  the  same.  I  don't  care  if  I  lose  all  my 
money.  I  just  want  to  run  a  nice  honest  business  and  do 
my  business  as  fun." 

Horton  talks  like  that,  but  actually  she  is  as  idealistic  as 


Kristia  s  president,  Eva  B.  Horton 


Does  a  $200  copy  have  as  much  class  as  a  $500  original? 


a  fox.  The  Jotul  s  success  rests  heavily  on  its  quality  (made 
of  cast  iron)  and  on  the  dealer  organization  Eva  Horton  set 
up:  600  dealers  in  37  states  and  the  largest  in  the  U.S. 
"They  re  the  elite,  Madame  President  says.  "I  picked  out 
fine  people,  beautiful  people.  I  called  up  schoolteachers 
and  ministers,  housewives  and  professors,  all  kinds  of 
honest  people.  The  reason  I  do  this  is  simple.  The  guy 
who  is  out  to  make  a  buck,  if  he  finds  another  product  ten 
months  later  on  which  he  can  make  more  money  than 
mine,  he'll  drop  it.  He  is  more  interested  in  money  than 
he  is  in  my  beautifiil  product  and  in  educating  Americans 
to  better  things.  Unless  my  dealers  want  to  be  part  of  a 
whole  educational  reform  of  lifestyle,  I  don't  want  them  in 
my  network.  I  don  t  care  how  much  money  they  may  have 
in  their  pockets.  " 

Horton  s  timing  was  perfect,  and  Kristia  s  sales  went 
fi-om  5,000  units  in  1974  to  28,000  in  1977,  with  perhaps 
30,000  in  prospect  this  year.  That  30,000  represents  may- 
be $15  million  in  retail  sales,  on  which  Kristia  conceivably 
nets  5%.  But  Eva  Horton  refuses  to  discuss  such  matters. 
"I  never  count  the  money,  "  she  says  airily.  "I  got  a 
marvelous  man  called  a  controller — I  just  call  him  vice 
president-finance^ — who  drives  a  Saab.  Both  my  vice 
presidents  do.  You  can  quote  me  as  saying  I  make  just 
enough  to  pay  the  bills.  All  the  money  I  earn  I  spend  on 
advertising  and  plane  tickets.  " 

That  prospective  30,000  in  unit  sales  is  a  considerable 
disappointment,  however.  The  Jotul  designs  have  been  so 
astonishingly  successful  that  25  manufacturers  have  now 
come  out  with  copies  of  their  own — producers  like  Water- 
ford  in  Ireland;  Mr.  Bar-B-Q  in  Bethpage,  N.Y.  and 
Taiwan;  Atlanta  Stove,  Washington  Stove  and  American 
Seating  in  the  U.S.  Together,  to  Eva  Horton  s  dismay, 
they  re  likely  to  sell  maybe 
250,000  copies  this  year. 

"This  is  the  first  year  I  don  t 
have  people  tearing  down  the 
walls  saying,  'We  want  more 
stoves.  They're  still  selling, 
but  I  see  the  writing  on  the 
wall.  The  American  people 
think  they're  buying  Jotul 
stoves  but  they  re  not.  "  For  a 
moment  Horton  drops  the 
high  tone.  "They  don  t  know 
that  the  $200  wood  stove  sit- 
ting next  to  the  one  costing 
$500  is  crappy  cast  iron. 
They'll  take  it  home,  and  it'll 
crack.  I  call  it  the  Great 
American  Wood  Stove  Ripoff. 

"Just  because  I  m  a  little  girl 
that  used  to  be  a  housewife, 
she  storms,  "they  think  they 
can  do  this  to  me.  They  ve  sto- 
len my  design,  they  ve  stolen 
my  whole  advertising  program, 
and  they  want  to  plug  into  my 
dealer  network  because  I  have 
the  best  dealer  network  in 
America.  I  think  I  will  spend 
the  same  sort  of  energy  expos- 
ing what  they  re  doing.  " 

So  far,  Eva  Horton  is  crying 
all  the  way  to  the  bank. 
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A  pilot's  plane. 
\  passenger's  plane. 

This  plane  is  both. 


Comfort  for  passengers,  performance  for  pilots. 

The  new  Rockwell  Sabreliner®  65  delivers  both.  It's 
the  only  medium  business  jet  at  its  price  to  offer  true 
transcontinental  range  agamst  prevailing  winds  with  IFR 
fuel  reserves  plus  indiviaual  seating  for  six  comfortable 
passengers. 

Coast  to  coast,  non-stop,  non-cramped. 

For  passengers,  Sabre  65  is  more  than  an  efficient 
means  of  shrinking  time  and  distance.  It  represents  a 
quiet,  spacious  and  luxurious  working  retreat  with  480  cu. 
ft.  of  cabin  volume,  one  of  the  largest  in  its  class.  It  can 
carry  six  passengers  coast  to  coast  on  seats  that  recline, 
swivel  and  track.  Or  carry  up  to  ten  on  shorter  trips. 
Cabin  height  is  a  comfortable  5  ft.,  3  inches  compared  to  4 
ft.,  4  inches  in  some  aircraft.  There's  also  a  hot  food 
service  galley  and  a  spacious  aft  lavatory. 
First  with  fanjet  engines  and  supercritical  wing. 

Pilots  appreciate  the  fact  that  Sabreliner  65  is  a 
product  of  evolution,  and  backed  by  a  heritage  of  flight 
that's  second  to  none.  The  Sabre  Series  can  boast  well 
over  1,500,000,000  miles  of  service,  almost  twice  that  of 
any  other  business  jet. 


Pilots  also  appreciate  the  technological  leaps  rep- 
resented by  the  new  Sabre  65.  It's  the  first  American 
business  jet  to  offer  fuel-efficient  Garrett  fanjet  engines 
and  supercritical  wing  —  all  without  losing  Sabre's  tradi- 
tionally pleasing  handling  characteristics. 

Sabreliner  65  performance  guarantees. 


NBAA  VFR  RANGE:  3,349  sm(2,910  nm)  -5%  (4  passengers,  long-ran 
cruise  speed.  Standard  Day). 

NBAA  IFR  RANGE:  2,854  sm(2,480  nm)  -5%  (4  passengers,  long-ran 
cruise  speed,  Standard  Day). 

FAA  REQUIRED  FIELD  LENGTH:  5,300  ft.  +5%  (maximum  takeoff  weigl 
sea  level.  Standard  Day). 

FAA  REQUIRED  LANDING  DISTANCE:  2,590  ft.  +5%  (maximum  landi 
weight,  sea  level,  Standard  Day). 

Others  are  talking.  We'll  soon  be  delivering. 

The  Sabreliner  65  will  be  ready  a  full  two  years 
before  its  nearest  competition.  The  first  block  is  sold  anc 
the  next  available  Sabreliner  65  can  be  yours  in  the  fall  oi 
1979.  Call  our  Vice  President  of  Marketing,  Jud  Brandretl 
(314)  731-2260.  Sabreliner  Division,  Rockwell  Internationi 
6161  Aviation  Drive,  St.  Louis,  Missouri  63134. 


Rockwell  Internatione 

...wh^  science  gets  down  to  bustnes 


kansas  and  New  Jersey  have  begun  set- 
ting certification  standards,  requiring 
that  manufacturers  get  approval  from  a 
national  testing  organization  like  Under- 
writers Laboratories,  in  order  to  sell 
their  stoves.  Elsewhere,  localities  re- 
quire certification  before  they'll  issue 
building  permits.  True,  most  people 
don  t  bother  to  get  permits — for  wood 
stoves  or  anything  else — but  failure  to  do 
so  could  jeopardize  their  insurance  in 
case  of  a  fire. 

So  the  industry  is  attempting  to  regu- 
late itself.  The  trouble  is,  certification 
doesn't  come  cheap.  It  may  cost  a  manu- 
facturer as  much  as  $7,000  per  model  to 
get  UL  certification.  That  s  more  than  a 
lot  of  already  hard-pressed  manufactiu- 
ers  can  afford.  So  far,  according  to  WEI  s 
Shapiro,  fewer  than  5%  of  the  U.S.'  man- 
ufacturers have  won  certification,  and  he 
predicts  that  in  the  end  it  will  reduce  the 
number  of  U.S.  producers  by  half 

Bill  Love,  co-owner  of  the  Stove  Store 
in  Vail  s  Gate,  N.Y.,  carries  a  Frontier 
model  with  a  UL  listing.  "It  s  raised  the 
price  $40  to  $80,  but  it  hasn't  done  that 
much  for  the  stove.  The  real  problem 


. .  Properly  installed,  a 
wood  stove  shouldn't  be  all 
that  much  more  dangerous 
than  an  oil  burner  .  . 


isn  t  the  stove.  It's  getting  it  installed 
properly.  "  Properly  installed,  he  says — 
and  most  dealers  agree — a  well-designed 
wood  stove  shouldn  t  be  all  that  much 
more  dangerous  than  an  oil  burner,  and 
a  lot  less  dangerous  than  the  average 
fireplace. 

Inevitably,  the  boom  in  wood  stoves 
has  spilled  over  into  the  antique  mar- 
ket— second-hand  market  is  probably 
more  accurate.  According  to  Richard 
Richardson,  owner  of  Good  Time  Stoves 
of  Williamsburg,  Mass.,  people  are 
buying  old  wood  stoves,  not  because 
they  re  antique,  but  because  they  offer 
higher  quality  at  prices  competitive  with 
those  being  manufactured  today.  Prices 
for  old  stoves,  Richardson  says,  have 
been  rising  around  $100  a  year  since 
1974,  and  kitchen  ranges  that  sold  for 
from  $275  to  $475  in  1974  now  sell  for 
$400  to  $1,000.  "They  do  the  job  better, 
and  they  re  competitively  priced,  run- 
ning maybe  a  couple  hundred  dollars 
more.  There's  not  a  new  stove  manufac- 
tured anyAvhere  that  can  compare  with 
many  of  the  stoves  that  came  out  of  the 
period  fi-om  1880  to  1930.  That's  when 
the  technology  really  peaked.  I've  car- 
ried up  to  eight  lines  of  new  stoves,  but 
I'm  down  to  two  now.  By  comparison 
with  the  old  ones,  today's  Scandinavian 
and  American  models  are  primitive.  " 

Is  American  industry  listening?  ■ 


The  companies  of  your  pleasure:  l&m  l&m  lights  decaoe  lark  chesterfieli:)  eve 
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¥)u  may  not  know  our  companies  yet, 
but  you  know  our  partus. 


These  smiling  faces  hope 
you'll  get  to  know  their  companies 
almost  as  well  as  you  know  the 
Tiger.  They're  the  chief  executives 
of  four  companies  that  are  asso- 
ciated with  Exxon  Information 
Systems,  Exxon's  new  business 
development  activity  in  the  infor- 
mation systems  field. 

Their  companies  have  pro- 
duced four  of  the  brightest  ideas 
we've  seen  in  the  information 
processing,  communications,  and 
storage  fields. 

Their  relationship  with 
Exxon  Information  Systems  com- 
bines the  resources  of  a  large  organ- 
ization with  their  unique 
technological  skills  and  entrepre- 
neurial drive. 


Vydec 


The  Exxon 
Tiger  and 

many  others  of  the  Fortune  500 
already  use  the  Vydec®  Word  Pro- 
cessing System  to  handle  their 
growing  paperwork  needs. 

Why?  Vydec  has  a  full-page 
64-line  visual  display  screen,  not 
a  "blind"  magnetic  card  system. 
You  proofread,  rearrange  and  edit 
on  the  screen,  then  get  perfectly 
typed  copy  the  first  time.  Thus 
saving  time,  paper,  money,  and 
aggravation. 

But  Vydec  doesn't  stop 
there.  Recently,  it  introduced 
add-on  options  that  let  you  turn 
Vydec-prepared  text  into  camera- 
ready  galleys.  Telex®  messages, 
and  more.  Vydec  systems  can  even 
share  memories  with  computers. 

There's  also  a  Text  Reader 
that  can  bring  regular  typewriters 
up  to  word  processing  status.  It 
scans  typed  text  onto  discs  for  edit- 
ing and  printing  on  the  Vydec 
system. 

The  Vydec  Word  Processing 

Left  to  right  Dan  Matthias,  Qyx: 
Pat  de  Cavaignac,  Vydec,  Inc.: 
Fedenco  Faggin,  Zilog,  Inc.. 
Jack  Cochran,  Owip  Systems 


System.  It  can  triple  office  produc- 
tivirs',  and  more. 


^"^^j-mr  For  individual 

\^jf^\.  secretaries' 
desks,  consider  Qyx®,  The  Intelli- 
gent Typewriter^" 

Qyx  has  a  quiet,  high-speed 
interchangeable  print  wheel  that 
floats  along  the  carriage  on  a  mag- 
netic force  field.  It  has  automatic 
erase  backspace,  "white  glove" 
changeable  ribbons,  and  automatic 
recall  of  frequently  used  phrases 
and  formats.  All  with  far  fewer  mov- 
ing parts  than  previously  available. 

And  as  office  needs  change, 
you  can  drop  in  an  electronic 
mc^dule  that  gives  Qyx  a  memory 
to  store  and  edit  text.  Add  another 
module,  and  you've  got  infinite 
storage  on  diskettes.  Add  a  third, 
and  you  have  a  communicating 
typewriter. 

There's  even  an  optional 
mini-display  for  faster,  error-free 
editing.  Qyx,  the  typewriter  that  gets 
smarter  without  getting  any  bigger. 

riwifl  With  a  bril- 

?▼  1.^  liantly  simple 
machine  called  Qwip®,  you  can  send 
words,  pictures,  and  copies  of  just 
about  anything  on  paper  over  your 
phone  to  another  machine  at  any 
other  phone  in  the  nation.  In  just 
minutes.  At  surprisingly  low  cost. 

Qwip  has  decisively 
beaten  the  high  cost  and  technical 
bugs  that  plague  other  facsimile 
machines.  It's  so  simple,  you 
practically  have  to  make  an  effort  to 
make  a  mistake.  But  if  anything 
should  go  wrong  with  your  Qwip 
unit,  it  gets  replaced  immediately. 

Amazingly,  Qwip  today  rents 
for  much  less  than  competing 
machines.  Which  is  one  reason 
why,  just  four  years  after  its  intro- 
duction, Qwip  is  placing  more 


facsimile  machines  than  any  other 
company. 


Zik)g 


Zilog  designs 
and  manufac- 
tures the  most  advanced,  cost  effec- 
tive microcomputers  available.  The 
tiny  circuits  make  possible  the 
modules  used,  for  example,  in  Qyx, 
The  Intelligent  Typewriter. 

In  1947,  the  first  electronic 
digital  computer,  ENIAC,  was  a 
thirry-ton  monster  consisting  of 
18,000  vacuum  tubes  and  a  spa- 
ghetti-festival of  electronic  wiring. 
Cost:  $500,000.  Today,  a  Zilog® 
microcomputer  packs  over  twenty 
times  ENIAC's  computational 
power  onto  a  less  than  quarter-inch- 
square  silicon  circuit.  Cost:  below 
$10.00  in  quantities. 

And  Zilog  doesn't  just  sell 
microcomputer  components.  It 
offers  a  complete  line  of  micro- 
computer systems,  software,  hard- 
ware development  systems,  micro- 
computer board  sets,  and  customer 
education,  too.  What's  more,  it's 
readying  two  more  revolutionary 
"micros,"  including  a  state-of-the- 
art  16-bit  processor  on  a  chip. 

By  1985  there  may  be 
upwards  of  100  million  microcom- 
puters at  work.  With  the  Tiger's 
help,  a  lot  of  them  should  be 
from  Zilog. 

The  Tiger  would  like  you 
to  know  more  about  how  his 
partners  can  help  streamline  infor- 
mation handling  for  your  company. 
For  a  brochure  that  describes 
products  and  services  in  move 
detail,  and  information  on  where  to 
contact  our  partners  directly,  call 
800-223-2479  toll-free  (in  New 
York  State,  call  212-398-3141). 


Qyx  currently  available  In  New  York,  Philadelphia, 
and  Washington,  D  C  Qwip  and  Qyx  are 
trademarks  of  Exxon  Corporation. 


INFORMATION 
SYSTEMS 


The  Streetwalker 


Tlia  Case  For  Firestone 


Firestone  tire  &  rubber  co.'s  reluc- 
tant agreement  last  month,  under  gov- 
ernment pressure,  to  recall  up  to  10 
million  of  its  beleaguered  5(K)  Series  ra- 
dial tires  still  on  the  road  is  going  to  be 
"extremely  expensive,  says  Harry  Mil- 
lis,  the  respected  tire  analyst  of  Cleve- 
land's Prescott,  Ball  &  Turben.  "Howev- 
er I  figure  it,  "  Millis  says,  "I  can't  keep 
the  cost  under  $175  million,  and  my 
guess  is  it  will  be  somewhere  between 
$180  and  $210  million." 

Nevertheless,  Millis  thinks  Firestone 
stock  is  attractiv(>  at  anywhere  under  13 
"and  1  would  twist  anyone  s  arm  to  buy  it 
at  12.  (It  had  been  repeatedly  under  13 
recently,  and  after  news  of  the  recall 
agreement  got  around  it  fell  to  12%.) 

Millis  isn  t  the  only  analyst  talking 
bullishly  about  the  nation's  number  two 
tiremaker.  Says  Donald  F.  DeScenza, 
vice  president  of  Donaldson,  Lufkin  & 
Jenrette:  "We  think  the  investment  com- 
munity's perception  of  Firestone's  fun- 
damental outlook  is  overly  pessimistic 
and  the  stock  is  materially  undervalued. 

Why?  For  one  thing,  because  the  man 
in  the  street  thinks  Firestone  is  on  the 
ropes.  "For  the  ne.xt  20  years,  forget  it,  " 
says  Richard  Segretti,  a  Lincoln-Mer- 
cury salesman  in  Long  Island  City,  N.Y. 
"They  could  put  out  the  best  tire  in  the 
world  and  the  customer  will  say,  I  don't 
want  Firestone. 

What  worries  so  many  people,  of 
course,  is  the  aftereffect  of  Firestone  s 
prolonged  battle  with  the  National  High- 
way Traffic  Safety  Administration.  By  fi- 
nally capitulating,  the  company  may  be 
perceived  as  having  pleaded,  in  effect,  to 
a  form  of  nolo  contendere  to  government 
allegations  of  "14, (XX)  complaints  from 
consumers  .  .  .  several  fatal  acci- 
dents .  .  .  hundreds  of  property  damage 
accidents.  Firestone  had  denied — and 
continues  to  deny — there's  anything  se- 
riously wrong  with  the  500.  But  in  the 
public's  mind  the  recall  may  speak  loud- 
er than  words. 

The  bad  publicity  has  hit  Firestone 
where  it  hurts  most.  Millis  thinks  the 
company  may  have  lost  two  or  three 
percentage  points  off  its  25%  share  of  the 
multibillion-dollar  U.S.  passenger  car 
replacement  tire  market. 

The  recall  also  means  that  Firestone's 
1978  fiscal  year  (ended  Oct.  31)  will  be 
one  of  the  woist  in  its  long  history.  Fire- 
stone's third-quarter  earnings  fell  to  27 
cents  a  share  from  39  cents  in  1977. 
TViat's  on  top  of  a  $44.4  million  loss  in  its 


second  quarter  when  it  wrote  off  $73 
million  in  shutdowns  of  older,  nonradial 
plants.  That  writeoff  alone  may  have 
wiped  out  most  of  Firestone  s  expected 
operating  earnings  for  the  year.  In  biting 
the  recall  bullet,  Firestone  is  setting  up  a 
$200  million  reserve  fund  to  cover  the 
cost.  So  Millis  believes  the  company, 
depending  on  tax  considerations,  could 
wind  up  reporting  a  loss  of  around  $2  a 
share  in  fiscal  1978, 

The  result:  Kven  with  good  old  Jimmy 
Stewart  talking  about  good  old  Harvey 
Firestone  on  prime-time  television, 
Firestone  stock  hiis  fallen  tis  low  as  1178 
this  year,  about  42%  of  book  value. 

So  where  s  the  bullish  case? 

Says  analyst  Millis:  'I'm  not  recom- 
mending Firestone  for  trading  accounts. 


. .  'I'm  not  recommend- 
ing it  for  trading  accounts 
but  for  those  willing  to 
exercise  patience' .  . ." 


but  1  am  for  those  who  want  high  income 
and  are  willing  to  exercise  patience  with 
only  a  modest  risk.  " 

Modest?  "Sure,  "  .says  Millis.  He  rea- 
sons that  if  the  government  had  ordered 
a  recall  and  the  company  fought  it  in 
court,  Firestone  might  have  seen  its 
name  in  those  big  black  headlines  for 
another  couple  of  years.  By  taking  the 
bloodbath  and  the  attendant  publicity  all 
in  fiscal  1978,  he  says,  "there  may  be 
some  return  to  normal  earning  power 
within  12  months.  Barring  a  prolonged 
strike  next  year,  I  feel  reasonably  sure 
they  11  be  able  to  keep  the  balance  sheet 
pretty  strong,  meet  their  capital  spend- 
ing needs  for  1979,  maintain  the  divi- 
dend and  probabK  come  through  with 
earnings  of  $2  or  so  next  year.  And  I 
think  their  tire  market  share  probably 
should  start  to  come  back  by  the  second 
half  of  the  next  year.  " 

Firestone  s  working  capital,  net  of 
debt,  is  around  $5  a  share,  40%  of  its 
market  price.  Says  DeScenza:  "We  think 
the  down.side  vulnerability  from  the 
stock  s  current,  badly  depressed  level  is 
small  enough  to  justify  taking  the  risk.  " 

These  analysts  believe  that  despite  its 
sea  of  public  relations  problems,  Fire- 
stone is  a  strong  enough  company,  espe- 
cially so  by  tire  industry-  standards: 
$214.7  million  in  cash,  about  $946  mil- 


lion in  net  working  capital  and  $678 
million  in  long-term  debt,  against  $1.6 
billion  in  etjuity. 

And  despite  some  customer  resistance 
at  new-car  showrooms,  Detroit  seems  to 
have  stood  by  Firestone.  "We  re  doing 
the  same  amount  of  business  with  them 
as  in  the  past,'  says  a  Ford  Motor  Co. 
spokesman.  General  .Motors  doesn't 
break  down  the  more  than  35  million 
tires  it  buys  from  five  companies,  but  an 
executive  says:  "I  can't  imagine  were 
buying  fewer  Firestones  than  last  year.  " 
Which  means,  as  Chevrolet  salesman 
Tony  Petralia  of  New  York  s  S.M.  Rose 
Corp.  puts  it,  when  a  customer  cxjm- 
plains  about  Firestones  on  his  new 
Chev\',  "I  just  say  I  can't  do  anything 
about  it.  They  accept  it  because  they  re 
buying  the  car,  not  the  tire.  " 

Finally,  DeScenza  sees  a  turnaround 
in  the  U.S.  tire  industry  as  a  whole.  It 
has  been  depressed  since  1974,  when 
the  domestic  replacement  market  fell  by 
21  million  units,  the  first  drop  in  13 
years.  The  reason:  Longer-lived  radials 
"deferred  replacement  market  demand. 
"When  the  radial  achieves  a  more  ma- 
ture share  of  the  American  market,  "  says 
DeScenza,  "the  deferred  demand  will 
come  to  an  end,  probably  starting  in  the 
early  1980s.  Firestone  will  participate  in 
this  major  long-term  recovery  more  or 
less  proportionately. 

DeScenza  thinks  the  dividend — now- 
yielding  a  fat  9. 1% — "  is  secure  under  all 
foreseeable  circumstances.  A  net  as  low 
as  $1  a  share  in  fiscal  1979  (less  than  half 
Firestone  s  ten-year  average),  he  says, 
would  still  cover  $200  million  in  capital 
spending  (nearly  as  much  as  this  year's 
$210  million),  pay  down  $26  million 
worth  of  debt,  allow  $25  million  more  in 
older  plant-closing  writeoffs — and  the 
company  s  $1.10  dividend — if  Firestone 
either  borrows  or  uses  $.58  million  of  its 
$214.7  million  in  cash. 

Of  course  not  all  the  analysts  agree 
with  this  bu\'-on-bad-news  approach  to 
Firestone.  Leon  .McMillan,  an  executive 
of  Chicago  s  Lincoln  National  Invest- 
ment Management  Co.,  asks:  "Why  not 
go  with  the  leader,  Goodyear?"  He  has  a 
point;  Goodyear  (Forbes,  Aug.  7)  is  also 
considerably  depressed,  selling  for  about 
six  times  probable  1978  earnings  and  at  a 
discount  of  40%  from  probable  book  val- 
ue. It  sells  only  four  to  five  points  higher 
than  Firestone  and  its  well-protected 
yield  is  7.7%.  Goodyear,  moreover,  is  a 
better-managed  outfit.  ■ 
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W€\c  just  upgraded 
your  econon^  class 

ticket.* 


Discount 
Fares 


Introducing 
Clipper*  Class. 


If  you're  a  business  traveler,  or  anyone  who  flies  a  lot,  you're  probably  paying  the  full 
economy  fare.  That  can  be  a  lot  of  money.  And  naturally  you  want  a  lot  for  it. 

Well,  now  Pan  Am  has  something  special  for  you.  It's  called  Clipper  Class.* And  very 
simply,  it  offers  upgraded  service  for  the  same  full  economy  class  tictet  that  you're 
buying  right  now. 

Initially  available  on  all  747  Trans-Atlantic  flights  and  selected  Trans- 
Pacific  flights,  Clipper  Class  will  supply  all  those  extras  in  comfort  and  service 
that  can  make  a  real  difference  to  the  long-distance  traveler. 

Extras  like:  a  special  section  for  full  fare  passengers,  where  you're  likely  to 
have  a  lot  more  room.  Special  check-in  attention  and  use  of  the  first 
class  lounge  in  selected  airports.  Plus  complimentary  wine  and 
beverages,  free  head-sets,  and  a  special  choice  of  entrees 
with  meals. 

All  for  the  present  full  economy  fare. 

Have  your  travel  agent  book  you  on  Pan  Am's 
new  Clipper  Class.  It's  a  great  new  way  to  experience 
the  world's  most  experienced  airline. 


1st 
Class 


See  your  travel  agent  or  transportation  department. 


America  s  airline  to  the  world. 

^Subject  to  Government  Approval. 


Miradeon 

34th  Stieet. 

Miracles  often  happen  where  you  least  expect  them. 

Take  the  case  of  Sperry's  microwave  electronics  division  (on 
34th  Street,  Clearwater,  Florida). 

When  they  ordered  a  Xerox  9400  duplicator,  they  naturally 
expected  it  to  do  miraculous  things. 

After  all,  die  9400  turns  out  copies  at  the  incredible  speed  of  two 
pages  a  second. 

It  copies  on  both  sides  of  a  sheet  of  paper,  automatically. 

It  lets  you  feed  and  cycle  200  originals  at  a  time,  automatically. 
And  collates,  automatically. 

But  what  they  didn't  expect  was  diat  so  many  different  people 
would  come  up  and  use  it  themselves. 

Writers  used  it  to  reproduce  manuals.  Secretaries  used  it  to  copy 
and  assemble  reports.  Managers  used  it  for  proposals  that  were  needed 
yesterday. 

Noticing  all  diis  additional  productivity,  Sperry  management 
issued  a  decree: 

"Henceforth,  die  Xerox  9400  will  be  available  not  just  to  a  select 
few,  but  to  everyone  who  needs  high-quality  copies  in  a  hurry." 
To  which  we  can  only  add.  Amen. 


XEROX 


XEU(lX®,iiul  'MOil.iu-  tt.nlnn.iilc  c.t  XHROX  (  ( Xd'OUATK  )N, 


An  Offer  You  Can't  Refuse 


Would  you  pay  $2,000  a  week  for  the  services 
of  a  27-year-old  M.B.A.?  That's  what  some  busi- 
nesses are  doing  today,  thanks  to  fierce  bidding 
for  the  cream  of  the  business  school  crop. 


By  PHYLLIS  BERMAN 

"It's  like  the  old  stoi-y  of  the  guy  who 
gets  a  pluitihing  bill  for  $50  and  demands 
it  be  itemized  beeause  all  the  plumber 
did  was  knock  on  the  pipes,  says  Rod- 
eric  C.  Hodgins,  director  of  placement 
for  the  Harvard  Business  School.  "So  the 
plumber  comes  up  with  an  itemization. 
It  reads:  For  knocking — .5  cents.  For 
knowing  where  to  knock — $49.95.'  " 

Hodgins  tells  this  story  to  explain  why 
M.B.A.s  who  start  their  careers  as  con- 
sultants fresh  out  of  the  elite  business 
schools  can  command  salaries  of  $40,000 
a  year  or  even  higher  these  days.  (The 
average  starting  salary  for  M.B.A.s  from 
top  schools  is  about  $25,000.)  Consulting 
is  the  current  glamour  industry  for  the 
newest  M.B.A.s. 

This  June  22%  of  Harvard  s  graduat- 
ing M.B.A.  class  became  consultants 
rather  than  managers — more  than  dou- 
ble the  percentage  of  the  year  before. 
"It's  created  (}uite  an  uproar,"  volun- 
teers Bruce  D.  Henderson,  president  of 
the  Boston  Consulting  Group,  Inc., 
which  has  played  a  big  part  in  raising 
the  ante  for  newly  minted  M.B.A.s. 
High  starting  salaries  are  only  the  be- 
ginning. Some  firms  allegedly  make 
payments  of  juicy  fringes  to  get  students 
to  sign  up  before  other  firms  even  get  a 
chance  to  recruit;  offers  of  "part-time " 
work  for  as  much  as  $1,000  per  month 
for  the  remainder  of  the  school  year, 
moving  expenses  (often  from  one  side  of 
Cambridge  to  another)  and  take-it-quick 
"exploding "  offers  that  give  top  dollar 
but  expire  in  little  over  a  week. 

No  consulting  firm  acknowledges 
these  practices — these  little  bonuses  that 
can  add  up  to  another  $10,000  in  a  con- 
sultant's first-year  salary.  (How  does 
$50,000  a  year  grab  you  for  a  relatively 
inexperienced  person  on  the  sunny  side 
of  30?)  Says  Henderson:  "We  spend 
more  on  recruiting  students  than  on  re- 
cruiting clients.  " 

Obviously  consulting  is  booming.  It  s  a 
private  industry,  so  it's  hard  to  get  a  fix 
on  it.  But  it  s  probably  now  $3  billion  a 
year,  growing  at  about  15%  a  year  over 
the  past  five  years  (even  with  a  reces- 
sion-caused dip  in  1974).  The  Boston 


Consulting  Group  has  more  than  dou- 
bled its  staff  to  250  professionals  in  the 
same  five-year  period  and,  in  1978,  hired 
60  M.B.A.s.  Bain  &  Co.,  Inc.,  started  by 
former  BCG-ers  who  broke  off  in  1973, 
added  over  20  new  M.B.A.s  to  the  firm, 
giving  them  over  1(X)  members. 

Not  everyone  is  expanding  like  this. 
Among  the  largest  consulting  firms, 
McKinsey  &  Co.,  Inc.  hired  about  50 
M.B.A.s  to  add  to  its  staff  of  over  600  this 
year.  McKinsey  hires  many  people  di- 
rectly from  industry  and  from  education- 
al fields  outside  of  business. 

Business  schools  have  always  been 


".  .  .The consulting  process 
is  more  than  throwing  a 
graduate  at  a  problem' .  . 


pretty  good  barometers  of  the  'in  "  pro- 
fession. In  1969,  21%  of  Harvard's  class 
went  into  investment  banking  (at  an  av- 
erage starting  Siilary  of  $14, .500  a  year). 
In  1973  another  glamour  field  for  Har- 
vard M.B.A.s  was  real  estate — at  an  av- 
erage $16,500  to  start.  (In  fact,  because 
both  fields  were  so  popular,  neither  paid 
a  premium  salary.) 

Aggressive  consulting  firms  like  BCG 
and  Bain  are  changing  the  whole  game. 
With  firms  like  McKinsey  expanding 
cautiously,  the  smaller  firms  can  grab  off 
a  greater  proportion  of  the  new  demand 
for  consulting;  hence,  their  aggressive 
bidding  for  "star'  material.  The  cost? 
Consulting  is  a  cost-plus  business  any- 
way; the  sky-high  salaries  are  passed  on 
to  the  customer  with  markups  averaging 
150%.  For  young  consultants  the  mark- 
up might  be  as  high  as  200%.  That 
means  that  some  of  America's  biggest 
corporations  may  pay  at  the  rate  of 
$100,000  a  year  for  the  advice  of  an 
academic  wizard,  who  often  has  little 
management  experience. 

This  past  summer  Harvard  circulated  a 
new  set  of  more  stringent  guidelines  gov- 
erning student  recruiting  aimed  at  reduc- 
ing the  frenzied  bidding.  But  these  new- 
rules  were  never  enacted,  essentially  be- 
cause recruiting  is  a  practice  over  which 


the  university  has  little  control.  So  the 
market  price  prevails. 

More  conservative  rivals  say — wishfial 
thinking,  perhaps — that  the  aggressive 
bidding  for  M.B.A.s  will  backfire.  Spec- 
ulates Carter  F.  Bales,  a  director  of 
McKinsey:  "Its  fine  for  a  firm  that's 
young  and  small  and  has  a  tremendous 
appetite  for  growth,  but  BCG  is  fairly 
mature  and  is  caught  in  its  past  recruit- 
ment practices.  It  invented  this  big, 
high,  preemptive  strike  strateg>',  and 
now  that  its  growth  has  slowed,  it  s  the 
victim  of  its  own  strategy.  "  Adds  Bales: 
"The  consulting  process  is  more  than 
throwing  a  bright  business  sch<x)l  gradu- 
ate at  a  problem.  There  is,  after  all,  some 
value  in  having  more  experienced  peo- 
ple— senior  management— participate  in 
the  problem-solving  process.  You  can't 
keep  growing  at  the  same  rate  without 
diluting  the  quafitv'  of  the  product. 

Replies  BCG  s  Henderson:  "Our 
growth  rate  is  even  higher  now  than 
when  we  were  just  starting.  Our  rev- 
enues are  up  over  50%  this  year  and  last 
year  were  up  37%  "  He  adds:  "Look,  I 
was  a  Westinghouse  vice  president  25 
years  ago.  I  ni  not  a  kid.  We  ve  got  a  lot 
of  other  people  here  who  aren't  kids  and 
we  don  t  have  any  difficulty-  setting  a  case 
team  up  with  an  old  pro,  all-star  leader, 
and  using  the  brains  of  these  young  peo- 
ple as  part  of  a  team.  Which  would  you 
rather  do,  have  people  start  as  clerks  and 
promise  them  $1  million  a  year  some- 
day? No,  we'd  rather  pay  them  up  front 
and  not  promise  them  a  fortune  when 
they  re  old  men.  That's  just  better  busi- 
ness sense. 

Harvard  s  Roderic  Hodgins  is  faintly 
amused:  "  There  s  an  uncomfortable  iro- 
n\-  here.  About  the  time  that  a  good 
number  of  our  students  were  pouring 
into  investment  banking  and  later  into 
real  estate,  it  signaled  the  point  at  which 
the  bottom  of  the  bucket  fell  out  for 
both.  '  He  adds  uith  a  chuckle:  "If  that 
pattern  continues,  the  consulting  indus- 
try- may  .soon  be  in  for  a  little  trouble. 

Meanwhile,  how  does  a  young, 
$40,000-a-year  consultant  feel?  Certainly 
not  guilt)-.  "It  s  not  as  great  as  you 
think,  '  says  one.  "Yoii  don  t  get  a  raise 
for  six  or  nine  months.  ■ 
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Impress  friends  and  influence  people. 


^eagrams  V.O. 

Bottled  in  Canada.  Preferred  throughout  the  wpr 

,  Enjoy  our  quality  in  moderation.  , 

■  Ciiu.li.m  vUiisky,  Ablendol  UiwMs  liniM  ^vhlikios.  (.  n'.irs  "Itl. «.  S  l'r<x,l  Sragr.im  Distillers  C>.  N.V.C. 


How  Armco's  Kansa 

strengthen 


Armco 


Dity  expansion 
America's  farm  belt. 


Armco  products  are  important 
answers  to  problems  of  the  hard- 
working farmers  and  ranchers 
who  l<;.eep  the  croplands  green. 

That's  why  we  just  completed 
a  50%  expansion  of  our  steel 
plant  in  Kansas  City.  At  a  million- 
and-a-half  tons  a  year,  the  plant 
is  the  biggest  steel  producer  in 
the  heart  of  America. 

Millions  of  acres  of  productive 
farmland  call  for  many  thousands 
of  miles  of  fence,  barbed  wire 
and  baling  wire  every  year.  Farm 
machinery  and  equipment 
builders  need  thousands  of  tons 
of  wire,  fasteners  and  steel  shapes 
for  their  products  that  keep  the 
farmer  going.  These  are  things 
Armco  makes  in  Kansas  City. 

The  Armco  expansion  is  good 
news  for  those  in  construction 
and  other  industries,  too.  And 
the  added  jobs  that  go  with 
growth  are  good  news  for 
many  more. 

Armco  is  in  many  important 
businesses.  One  of  them  makes 
more  steel  for  farmers  and  indus- 
try in  mid-America. 

Armco  Inc.,  General  Offices, 
Dept.  88,  Middletown,  Ohio 
45043. 


ARMCO 
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Bell's 
222  Twin: 
a  new  executive 

helicopter 
that  belongs  beside 
yourFlalcon, 
Citation  or 


Traveling  swiftly  from  airport  to  distant 
rport  is  a  task  ideally  handled  by  cor- 
)rate  aircraft. 

However,  the  majority  of  your  chal- 
nges,  the  day-to-day  decisions  you're 
illed  on  to  make,  may  often  occur 
ithin  a  radius  of  200  or  300  miles  of 
)ur  office.  This  is  an  area  that's  too 
lort  for  efficient  jet  travel,  too  long  for 
>verage  in  the  company  car  .  .  .  but 
eal  for  Bell's  great  new  170  mph  222 
vin  helicopter;  a  10-place  sophisti- 
ited  business  machine  with  two  675 
ip  fuel  efficient  advanced  technology 
rbines. 

The  interior  of  the  Bell  222  Twin  is  in 
seping  with  what  you'd  expect  in  the 


Saberliner... 

most  luxurious  of  corporate  jets.  What- 
ever your  requirements  may  be,  they 
can  be  provided  for  in  an  excellent  work- 
ing environment  that  includes  air  condi- 
tioning, writing  desks,  wide  plush  seats, 
cut-pile  carpeting  and  telephones. 

And  this  environment  moves  with  un- 
precedented swiftness  and  smooth- 
ness, offering  exceptional  quiet  for  con- 
versations in  normal  tones. 

So  the  minutes  you  spend  traveling 
between  your  office  and  an  outlying 
branch  plant  or  new  job  site  are  working 


minutes.  Meetings  become  airborne. 
And  the  222  Twin  5  to  8  place  passenger 
cabin  seating  arrangements,  can  be  var- 
ied to  your  corporate  needs. 

The  222  Twin  will  enhance  your  com- 
pany image  because  it's  a  Bell  ...  a 
name  synonymous  with  dependability 
in  helicopters.  With  it,  you'll  become 
a  better  executive  because  you'll  be 
using  your  time  more  efficiently  more 
effectively 


And  that  s  what  mobility 
in  the  business  world  (^g/lC 
is  all  about.  ry^^/^2S^ 

Team  it  up  with  your  corporate  jet.  C/^'^ 


There  is  no  such  thing  as  having  too  much  information  on  hand  when  a  decision  is  pending.  So  you're  invited  to 
write  on  your  letterhead  for:  □  a  Bell  helicopter  travel  evaluation  guide  called  the  Rangefinder.  □  a  detailed 
222  brochure.  □  an  appointment  with  a  Bell  transportation  specialist.  Contact  Dwayne  Jose,  Vice  President, 
Commercial  Marketing;  Dept.  564,  Bell  Helicopter,  Box  482,  Ft.  Worth,  TX  76101.  (817)280-2117. 

Bell  Heiiconterfci>:<i:(«::i 


Henry  Benach  Steps  Out 

This  cloak-and-suiter-turned-builder  is  fast 
making  Starrett  Corp.  into  a  major  construction 
company  on  a  global  scale.  Who  is  he  and  what  is  he  up  to? 


Starrett  Housiiifi  s  Hcitn/  Bciuich  lu  illi  <i  proposed  dciclopincnt  project) 


Lots  of  deals,  lots  of  rhetoric,  but  less  than  complete  on  details. 


By  HOWARD  RUDNITSKY 

Henry  Benach  likes  to  talk  about  how 
competitive  he  is.  The  energetic  six-foot- 
five,  61-year-old  New  York  City  busi- 
nessman puffs  on  his  expensive  Don 
Diego  cigar  and  recalls  his  tennis-playing 
days  when  he  and  an  eciually  good  part- 
ner would  let  their  opponents  win  the 
first  set  and  the  first  money,  then  jack  up 
the  bet  and  clean  up  in  the  second  set. 
Benach  is  making  a  point.  I'm  tough, 
he's  saying,  sharp. 

That  kind  of  guileful  toughness  took 
Benach  a  long  way.  After  knocking 
around  in  a  series  of  unrelated  jobs  he 
rose  through  New  York  s  garment  indus- 
try to  a  vice  president  s  spot  in  the  late 
Fifties  at  the  now  defunct  Robert  Hall,  a 
men's  clothing  retailer.  He  was  lured 
away  by  the  founders  of  Russ  Togs  to 
help  them  run  the  company.  By  the  late 
Sixties  Benach  came  close  to  engineering 
a  merger  with  American  Tobacco  (now 
American  Bi-ands),  but  at  the  last  mo- 
ment, to  Benach's  chagrin,  the  deal  fell 
through.  The  merger  would  have  made 
Benach  rich  because  he  owned  over 
100,000  shares  of  Russ  Togs,  ac(}uired 
mostly  at  low  option  prices  and  as  gifts; 
the  American  Tobacco  deal  would  have 
been  worth  about  $50  a  share,  he  says.  "I 
could  have  been  a  director  of  American 
Brands,  "  he  adds  sadly,  "and  owned  a 
solid  stock  with  a  big  dividend. 

But  weep  not  for  Henry  Benach.  Less 
than  a  year  after  the  American  Brands 
deal  fell  through,  Benach  (juit  Russ  Togs 
and  sold  his  stock  over  a  period  of  time 
for  an  estimated  $2.5  to  $3 -million — 
much  less  than  the  merger  would  have 
brought  hirri  but  a  lot  more  than  he 
would  have  gotten  had  he  waited.  Main- 
ly with  mergers,  Benach  had  expanded 
Russ  Togs  from  a  small  company  to  one 
with  nearly  $100  million  in  revenues. 
After  he  (juit,  some  of  the  acquisitions 
went  sour,  earnings  fell  and  the  stock 
dropped  from  close  to  $50  in  1968  to  $10 
two  years  later. 

He  then  turned  up  in  the  construction 
business.  In  1970,  for  .$450,(X)0  in  notes, 
he  bought  150,000  of  the  then  603,000 
outstanding  shares  of  a  smallish  construc- 
tion company  named  Starrett  Brothers 


and  Eken  and  became  its  president.  Cur- 
rent salary;  some  $200,000.  This  year 
Starrett  Housing  Coip.  will  report  about 
$8  million  earnings  on  over  $200  million 
revenues.  Its  assets,  $32  million  in  1970, 
are  now  nearly  $200  million. 

Construction?  A  garment  man  who 
never  built  a  thing  until  he  was  .54? 
"They're  basically  the  same  business." 
Benach  nearly  shouts  the  answer. 
"Clothing.  Shelter.  People  have  to  have 
them.  The  trick  with  both  is  merchandis- 
ing. I  know  how  to  merchandise.  ' 

He  certainly  does.  He  showed  it  in  the 
way  he  proceeded  to  raise  capital  for 
Starrett.  He  had  been  introduced  to  the 
company  by  then  Chairman  and  major 
stockholder  Robert  Olnick,  and  by 
wealthy  real  estate  operator  and  intlus- 
trialist  Paul  Milstein.  Milstein  and  his 
family  owned  some  5%  of  the  company. 
And  for  Milstein  and  Benach  s  ambitious 
plans  Starrett  needed  much  more  mon- 
ey. Over  the  course  of  six  years,  Benach 
raised  .some  $40  million — most  of  it 
through  private  placements  (as  well  as 
real  estate  partnership  deals)  and  ac(jui- 
sitions.  Among  his  backers  along  the 


way:  National  Kinney  (then  controlled 
by  the  Milstein  famiK),  Warner  Com- 
munications, American  Financial  and 
the  wealthy  Green  family.  It  was  a  classic 
case  of  growing  a  company  away  from  the 
spotlight  of  public  scrutiny.  No  prospec- 
tuses were  retjuired,  and  with  the  added 
capital  Starrett  got  a  listing  on  the 
American  Stock  Exchange. 

With  its  greatly  enlarged  capital  base, 
Starrett  has  been  handling  bigger  and 
bigger  deals. 

Take  the  two  projects  Starrett  has  in 
Iran,  which  in  1977  were  well  over  half 
of  Starrett's  earnings — the  huge  Zo- 
morod  luxury  apartment  complex  at  Far- 
ahzad  on  the  outskirts  of  Tehran  and  a 
4,000-unit  middle-income  project,  called 
Ekbatan,  in  the  city  itself.  .Neither  was 
won  in  competitive  bidding,  whith  Ben- 
ach calls  "crap.  Propping  his  long  legs 
on  his  desk,  Benach  waves  his  cigar  and 
says:  "Competitive  bidding  is  for  big 
construction  companies,  not  small  com- 
panies like  us.  I  like  to  sit  down  and 
negotiate  a  deal.  If  it's  good  for  us  and 
good  for  the  Iranians,  we  make  a  deal. 

Is  it  good  for  both?  Henry  Benach 
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"Copy  Quality  and  service 
are  really  important  to  us. 

So  we  looked  around. 
And  chose  Kodak" 


Cecil  M.  Sanders, 

Reed  Smith  Shaw  &  McClay 

Pittsburgh,  Pa. 

CM.  Sanders,  administrative 
manager  for  Pittsburgh's 
largest  law  firm,  wasn't  satis- 
fied with  what  he  had  in  the 
way  of  copiers.  After  all,  the 
written  word  is  the  visible 
product  of  the  low  firm.  And 
the  quality  of  the  copies  it 
sends  to  clients  or  presents 
in  court  does  reflect,  to  an 
extent,  on  the  firm's  image. 

/  believe  yours  was  one 
of  the  first  law  firms  in 
Pittsburgh  to  get  a  Kodak 
Ektaprint  copier-duplicator. 
How  did  you  go  about  it? 

I  would  say  it  was  by  a  pro- 
ess  ofeHmination.  We  looked 


at  dozens  of  different  copiers. 
I  became  convinced  Kodak 
copiers  produced  the  highi- 
quality  copy  we  wanted.  So 
we  decided  to  give  ttiem  a  try. 

How  would  you  describe 
your  initial  experience  with 
Kodak  copiers? 

Very  good.  Of  course,  we 
wanted  to  test  them  on  the 
job  before  making  a  commit- 
ment. The  equipment  itself  has 
proven  very  reliable.  And  the 
copies  have  brought  us  noth- 
ing but  compliments . . .  even 
from  other  law  firms  who 
called  just  to  ask  us  what  kind 
of  equipment  we  were  using 
to  get  such  great  results. 

Still,  you  must  have  had 
some  problems.  Ifs  nearly 
impossible  not  to. 

Very  limited  really.  There's  no 
question  in  my  mind  that 
we've  had  far  fewer  problems 
than  we  had  with  our  previous 
copiers.  And  when  we've 
had  them,  they  've  been  fixed 
fast  by  your  service 
representatives. 

Speaking  of  service,  how 
would  you  describe  Kodak 
service? 

Very  attentive.  Very  prompt. 


Your  service  people  have 
been  taking  excellent  care  of 
the  equipment.  And  they  know 
it  inside  out.  So  we  don't  have 
the  service  problems  that 
used  to  slow  us  down.  We're 
really  pleased.  So  now  we 
have  nine  Kodak  copiers  on 
long-term  leases. 

To  Reed  Smith  Shaw  & 
McClay,  as  to  many  other 
customers,  Kodak  service  plus 
Kodak  quality  and  built-in 
serviceability  odd  up  to  one 
thing:  more  predictable  per- 
formance. And  what  makes  it 
work—  month  after  month, 
year  after  year  —  is  the  Kodak 
service  team.  By  training  and 
design,  they  have  just  one  re- 
sponsibility: making  sure 
Kodak  equipment  works  the 
way  it's  supposed  to. 

For  more  details  drop  us  a 
line.  Contact:  Dan  Cannon, 
Eastman  Kodak  Company, 
Customer  Equipment  Services 
Division,- Dept.  K811,  Rochester, 
New  York  14650. 


Kodak  service 
pays  off  in 

performance. 

■     ©  Eastman  Kodok  Company  1978 


talks  in  glowing  generalities  about  the 
Iranian  projects.  So  does  his  annual  re- 
port. Cash  is  rolling  in  for  the  first  phase 
of  Farahzad,  he  says — some  $90  million 
so  far  in  down  pa\ments  from  wealth) 
Iranians.  Iran  s  Bank  Omran,  affiliated 
with  the  Pahlavi  Foundation  (;.('.,  the 
Shah  of  Iran),  is  spending  millions  for 
roads,  sewers  and  utilities. 

But  in  footnotes,  10-Ks  and  other  Se- 
curities 6c  Exchange  Commission  filings 
are  some  revealing  tidbits. 

For  example,  Starrett  hasn  t  seen  a 
penn\'  of  profit  from  the  Farahzad  pro- 
ject, on  which  building  began  in  1975. 
That  S90  million  in  down  pa\  nients  must 
all  go  back  into  construction  costs  that 
could  run  to  well  over  $400  million  if 
Starrett  builds  all  three  phases.  Not  until 
the  first  (1,600-unit)  phase  is  completed 
is  there  any  chance  of  a  profit.  That 
might  be  early  next  year.  And  when  and 
if  it  comes,  it  may  not  amount  to  milch. 

Says  Starrett"s'l977  10-K:  "To  the  ex- 
tent that  the  company  can  sell  the  units 
...  at  prices  in  excess  of  its  costs  and 
expenses,  and  deliver  such  units  on  a 
timely  basis,  it  will  earn  a  profit.'  The 

".  .  .  Neither  Iranian  project 
was  won  by  competitive 
bidding,  a  process  which 
Benach  calls  crap  .  . 


lO-K  adds:  "The  sales  contracts  permit 
escalation  of  the  purchase  price  of  the 
apartments  in  certain  cases  by  up  to  10% 
to  meet  possible  increased  construction 
costs."  But  is  10%  protection  enough? 
Weather  and  other  problems  have  al- 
ready caused  some  delays  at  Farahzad; 
and  inflation  in  Iran  has  been  well  above 
10%  annually  over  the  last  few  years. 
Last  year  it  was  a  whopping  27%  and  is 
running  at  over  15%  again  this  year. 

So  Starrett  thus  far  has  gotten  a  lot  of 
volume  but  no  profit  out  of  Farahzad. 
Yet  the  company  did  record  nearly  $3 
million  in  Iranian  profit  last  year — from 
Ekbatan,  the  other  project.  Starrett  en- 
tered into  a  1975  contract  with  a  private 
Iranian  firm  under  which  Starrett  re- 
ceives fees  for  acting  as  construction 
manager  for  Ekbatan.  Those  fees  have 
averaged  $2  million  over  the  last  two 
years  and  accounted  for  much  of  that 
foreign  profit. 

But  whether  Starrett  can  get  much  of 
the  money  out  from  its  Iranian  projects  is 
another  matter.  Though  Benach  savs, 
"There  are  no  contractual  limitations  on 
getting  money  out,"  another  large  U.S. 
builder  differs:  "They're  going  to  find  it 
difficult  to  take  that  cash  home.  We 
looked  at  those  Opportunities  in  Iran, 
too,  but  whi'U  they  refused  to  give  us  the 
comiiiete  ability  to  remit  earnings  we 
uouldn  t  touc  h  it.    Vlavbe  that  s  one  rea- 


HOW  aood  are 
America's  top  Dusiness  leaders? 


Are  they  up  to  the  challenges  of  inflation 
and  the  energy  cnsis?  Can  they  com- 
pete—and win— in  international  markets? 
Are  they  as  dynamic  and  innovative  as 
they  used  to  be?  Now  for  the  first  time  a 
top  business  wnter  takes  a  lively,  pene- 
trating look  at  the  men  who  run  Amencan 
business,  drawing  on  dozens  of  firsthand 
interviews  with  prominent  chief  executive 
officers  (Reginald  Jones  of  GE,  Irving  Sha- 
piro of  E.I.  DuPont,  John  D.  DeButts  of 
AT&T  David  Mahoney  of  Norton  Simon, 
among  them)  to  assess  professional 
issues  such  as  management  styles  and 
attitudes  and  to  delve  into  personal  mat- 
ters such  as  the  power,  the  pay,  the  private 
doubts. 

"Should  be  read  eagedy  by  anyone  at 
all  interested  in  the  workings  of  the  Amer- 


ican system  and  those  who  guide  it" 
—Thomas  E.  Mullaney  former 
financial  editor.  New  York  Times  J10.95 


THE  CHIEF 

EXECCmVK 

ISADOREBARMA^l 


ippincotti 


B  LipDincollCoiT 


IHISOHIPON 
(OUIDMOVE 
YOU  INTO  1HE 
(OMMNYOF 
PRESIDENTS. 


The  opportunity  to  exchange 
views  with  business  and  politiail 
leaders  from  throughout  tne  world 
is  unequalled  in  the  Washington, 
D.C.  area.  This  is  one  reason  why 
over  1,2(X)  companies  like  Honey- 
well, Boeing  Q)mputer  Services, 
Mobil  Oil  and  others  fiave  located 


in  Fairfax  03unty,Virginia,only 
30  minutes  from  Capitol  Hill. 
You'll  find  a  Fairfiix  County  loca- 
tion could  make  gcwd  business 
sense  for  your  company,  as  well. 

You'll  also  find  there  are  sig- 
nificant labor  and  operating  cost  Qmipmy/ni 
advantages  to  a  Fairfax  County 


location,  but  that's  another  story. 
We'll  be  happy  to  send  it  to  you 
right  away  f-5 


Name/Title. 


Address.. 


EAHffiAX  aHINTY,VIRGMIA. 

THIS  MAY  BE  1NE  BEST  PUCE  IN  AMERICA  FOR  BUSINESS  TO  WORK.  staMZ,p^ 


Inqmrv  in  anifidt  nci'  to:  Mr  David  Edwards,  Excmtivc  Director  Fairfax  County  Economic  Devebpment 
^  Ai<thonly.83300!dGiurthoi<se Road  Suite 8(X).  Tysons  Comer.  Vienna.  Virginia 22180 Phone  (703J  790-0600  ^ 
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You  can 
ignore  us 
because  weYe 

a  conglonierate. 


Butyoucarft 
ignore  our 
earnings. 


NORTHWEST  INDUSTRIES  EARNINGS  PER  SHARE 

(Restated  for  2  for  1  stock  split  in  1978.) 

I  1  1  1  1  1  1  1  1  $4.50 


1977  Net  Sales:  $1  9  Billion  1977  Return  on  Average  Common  Equity:  20.3% 

Current  Dividend  Rate  Per  Common  Share:  $1  75    1977  Return  on  Average  Total  Capital:  13.8% 


ing  companies:  our  prin- 
cipal growth  has  been 
internal,  riot  through 
acquisitions. 

Target  is  Earnings 

At  Northwest  indus- 
tries, our  target  is  earn- 
ings— and  an  above 
average  return  on  capital. 
Since  our  start  in  1968, 
earnings  per  share  have 
been  compounding  at  a 
25.9%  annual  growth  rate 
— excluding  acquisitions, 
at  22.7%.  The  earnings  of 
the  Standard  &  Poor's 
400  compounded  at 
about  7%  over  this  period. 

Our  return  on  average 
common  equity  has  also 
moved  up  during  this 
span,  reaching  20.3% 
conglomerates  as 
acquisition-happy  hold- 


T 

■  here's  always 
somebody 
saying  he  doesn't  follow 
conglomerates,  he's 
skeptical  about  con- 
glomerates. 

But  at  Northwest 
Industries  we  believe 
there's  nothing  wrong 
with  being  a  conglom- 
erate. As  long  as  you're  a 
good  one.  We  believe  any 
company  should  be 
judged  by  its  perform- 
ance. 

And  this  may  surprise 
those  who've  dismissed 


last  year,  compared  to 
approximately  1 5%  for 
the  S&P  400.  Our  return 
on  average  total  capital, 
including  debt  and  cap- 
italized leases,  was  13.8%. 
And  since  1971  our  div- 
idend has  increased  from 
an  annual  rate  of  $.25  to 
the  current  $  1 .75  a  share. 
(Meanwhile,  our  payout 
ratio  declined  from  54% 
to  29%  in  1977.)  We 
of^erate  on  the  premise 
that  a  corporation  is  in 
business  to  make  money 
for  its  stockholders  and  a 
good  return  on  their 
capital. 

One  of  the  reasons  for 
our  performance  is  good 
management.  Every  one 
of  Northwest  Industries' 
companies  has  a  strong 
chief  executive. 

It's  up  to  him  to  see 
that  his  company  is  an 
industry  leader,  both  in 
customer  acceptance 
and  return  on  investment. 
Each  of  our  diverse  com- 
panies is  managed  in  its 
own  best  interests. 

That's  helped  make 
our  Union  Underwear 
Company  the  world's 
largest  producer  of  men's 
and  boys'  underwear, 
principally  under  the 
Fruit  of  the  Loom  label. 
And  Universal  Manufac- 
turing Corporation  to 
become  the  leading  pro- 
ducer of  fluorescent  lamp 
balla.sts.  And  Lone  Star 
Steel  Company  to  be- 
come the  most  efficient 
steel  company  anywhere. 

When  considering  a 
company  for  acquisition, 
one  of  our  rules  is  that 
the  company  must  have 
a  strong  management 
that  is  willing  to  remain. 
Because  we  believe  it's 
the  best  way  of  assuring 
that  the  company  will 
continue  to  grow. 


Northwest  2, 
Recession  0 

Every  company,  con- 
glomerate or  not,  will  tell 
you  it's  well-managed. 

Part  of  our  proof  is 
that  we  did  well  during 
the  last  two  recessions. 

One  reason  for  this 
kind  of  performance  is 
that  many  of  our  com- 
panies' products  are  non- 
glamorous,  but  very 
basic.  We  are  leaders  in 
auto  replacement  bat- 
teries, underwear,  boots, 
Scotch,  connecting  de- 
vices, soft  drinks,  lamp 
ballasts  and  tubular 
steel  for  the  oil  industry. 
Things  that  are  rarely  out 
of  demand. 

When  you  look  at  our 
management  methods, 
our  performance,  our 
leadership  in  basic  indus- 
tries, and  our  financial 
strengths,  you  may  want 
to  know  more  about  us. 
If  so,  send  for  our  annual 
report  or  our  SEC  Form 
10-K.  Write  us  at  6300 
Sears  Tower,  Chicago,  IL 
60606. 


Northwest  Industries. "^^ 


son  why  the  U.S.  government's  Overseas 
Private  Investment  (Jo.  (OPIC-')  refused 
Starrett  s  reciuest  to  insure  Farahzad. 

While  Farahzad  hasn't  brought  any 
profit  in  to  Starrett  yet,  Henry  Benach 
vvasn  t  kidding  about  it  being  good  for 
the  Iranians;  the  Shah's  bankers  seem  to 
have  negotiated  shrewdly,  indeed.  Take 
all  those  millions  Bank  Omran  has  spent 
on  Farahzad.  That  wasn't  for  eharity.  It 
seems  to  have  gotten  plent\'  baek  already 
for  the  3, ()()()  honiesites — on  land  Star- 
rett helped  it  purchase — which  the  bank 
has  marked  up  and  sold  to  wealthy  Mid- 
dle Easterners.  In  fact,  figuring  land  as 
roughly  20%  to  25%  of  homes  whose 
total  costs  will  average  $250,000,  Bank 
Onnan  stands  to  gross  some  $70  million 
on  its  investment. 

Then  there  are  the  fees  that  a  clutch  of 
Iranian  companies  are  getting  for  suppK  - 
ing  marketing  and  technical  services: 


soird  ground.  HHH  had  already  built 
most  of  the  50-stor\ ,  $117  million  Citi- 
corp Center  in  Manhattan  b\  then.  .More 
recently  HBH  completed  the  U.S.  Open 
tennis  stadium  in  Flushing  Meadows 
Park  and  is  now  building  (-hampion  In- 
ternational's $30  million  Stamford, 
Conn.  head(}uarters. 

HRH  was  modest,  thougli,  compared 
with  Starrett's  purchase  of  Levitt  Corp. 
in  February  of  1978  for  $30  million— $8 
nnllion  in  cash  and  $22  million  in  notes 
and  subordinated  debentures.  The  sin- 
gle-family-housing builder  had  $88  mil- 
lion in  revenues  and  $4.4  million  in  earn- 
ings in  1977.  Levitt— divested  by  ITT — 
had  been  on  the  sales  block  since  1975. 

Is  Levitt  a  bargain':'  Perhaps.  But  Lev- 
itt last  year  got  over  half  of  its  earnings 
from  Puerto  Rico,  where  the  govern- 
ment reciuires  a  ten-\ear  warranty  on 
roofs  against  damage  from  leaks.  From 


Stamit  City,  a  5,HH0-apartini  nt  coiiuntiiiittj  in  Brooklyn.  \.). 
$362  million  to  build,  with  the  payoff  yet  to  come. 


equal  to  8.25%  of  the  cash  proceeds  from 
the  sale  of  the  Farahzad  apartments, 
which  totaled  $1.9  million.  Bank  Onnan 
will  also  be  paid  L5%  of  the  cash  pro- 
ceeds for  the  developed  land  and  for 
"services  ";  so  far  $13  million.  Then,  too, 
the  same  group  of  Iranian  companies  also 
hold  a  20%  stock  interest  in  Starrett's 
Iranian  subsidiaries. 

In  short,  while  the  Shah  and  other 
Iranians  are  making  plenty  of  money  up 
front  in  Iran,  Starrett  Jias  so  far  only 
profited  from  Ekbatan  and  hasn  t  even 
remitted  any  dividends  from  that  \et. 
Moreover,  will  there  even  be  phases  2 
and  3  at  Farahzad'P  Or  v\ill  the  recent 
rioting  and  martial  law  in  Iran  make  a 
luxury  project  like  Farahzad  more  un- 
likely in  the  future'? 

Despite  Benach's  rhetoric  about  the 
Iranian  projects,  the  riskiness  of  those 
ventures  led  him  to  start  looking  for 
more  reliable  domestic  sources  of  earn- 
ings. In  the  spring  of  1977  he  acquired 
'IRH  Construction,  a  New  York-based 
iiilder  that  appears  to  be  t)n  much  more 


January  1977  on,  that  s  a  potential  head- 
ache for  Starrett.  Even  in  the  U.S.,  Lev- 
itt recentl)  found  itself  forced  to  give  up 
its  license  in  Prince  Georges  County, 
Md.  after  being  hit  with  some  3,500 
building  code  violations.  Says  a  county 
licensing  official,  "If  the\  hadn  t  done  it 
first,  we  would  have  taken  it  auav. 

Then  there  s  Starrett  Cit>  in  Brook- 
l\n,  substantialK  completed  in  1975-76. 
It  still  doesn  t  have  a  positive  cash  flow, 
though  it  s  currently  over  85%  occupied. 
Starrett's  only  earnings  from  Starrett 
City  came  from  over  $1  million  in  man- 
agement fees  for  acting  as  the  general 
partner  of  the  partnership  which  put  up 
the  equity  capital. 

Undaunted  1)\  all  this,  Benach  is 
steering  Starrett  into  more  projects- 
like  the  $70  million  Roosevelt  Island 
Northtown  apartment  project  in  New 
York.  In  addition,  rehabilitation  of  older 
buildings  is  booming  in  New^  York  Cit\ : 
Old  hotels  or  commercial  buildings  are 
being  converted  into  new  hotels  and  into 
apartment  buildings.  A  lot  of  this  busi- 


ness is  going  to  Starrett — including  the 
$40  Tnillion  metamorphosis  of  the  aged 
Counriodore  Hotel  next  to  Grand  Cen- 
tral Station  info  a  gleaming  new  Hyatt- 
Regencv'  and  the  $24  million  conversion 
of  the  McAlpin  Hotel  to  an  apartment 
building.  And  look  who  Benach  has  re- 
cently taken  on  as  partners.  By  early 
1977  key  stockholders  Paul  .Milstein  and 
Robert  Oinic  k  had  left  the  board  of  Star- 
rett. They  were  replaced  as  major  stock- 
holders b\  the  Greens,  who  in  late  1977 
bought  20%  of  Starrett  in  yet  another 
private  placement.  The  Green  family 
have  for  years  been  major  investors  in  a 
number  of  companies.  They  weren't 
completely  unknown  to  Starrett.  In 
recent  \ears  the  Greens  used  Starrett  on 
two  rehabilitation  projects. 

A  member  of  the  familv  is  Congress- 
man S.  William  Green  (R-N.Y.). 
Through  a  trust.  Congressman  Green 
and  his  sister  bought  an  additional  6%  of 
Starrett  stock  between  August  1977  and 
last  Januar\ .  Before  his  election  to  C.oi\- 
gress  in  February  1978,  Green,  a  lawyer, 
had  been  New  York  regional  director  of 
the  U.S.  Housing  &  Urban  Develop- 
ment Administration  for  seven  years. 
Dming  that  period  several  Starrett  pro- 
jects invoKed  federal  financing  or  subsi- 
dies. When  Green  finished  at  HUD,  he 
says,  he  was  asked  to  work  on  a  special 
project  by  Henry  Benach.  Says  Green: 
Benach  wanted  me  to  look  into  the 
feasibilit)  of  ac(juiring  a  financially  trou- 
bled company,  but  the\'  got  into  worse 
trouble  and  the  idea  was  dropped. 

It  was  during  that  time,  sa\s  Green, 
"that  I  found  my  self  learning  about  Star- 
rett. Until  then  I  knew  little  about  the 
company.  Most  of  Starrett's  projects 
were  state  financed,  so  I  rareK  saw 
them.  Onl\  in  the  rehabilitation  area  did 
anything  come  through,  and  at  that  time 
the\  weren  t  as  active  as  the\  are  today.  ' 

That  may  be  the  case.  But  the  finan- 
cially troubled  company  for  which  Ben- 
ach sought  Green's  help  was  United 
Merchants  &  Manufacturers  (oddly 
enough,  Benach's  old  employer;  U.M.M 
had  been  the  parent  of  Robert  Hall). 
Wh\  would  Benach  pick  housing  expert 
Green  to  work  on  that  kind  of  a  project 
out  of  the  blue? 

For  months  now  the  SEC  has  been 
looking  into  a  number  of  possible  con- 
flicts of  interest  between  Green  and 
Starrett.  The  investigation.  Green 
claims,  'will  completeK  exonerate  me. 

What  kind  of  game  is  Henry  Benach 
pla\  ing  this  time?  A  complex  one.  sure- 
ly. Condominiimi  apartments  in  Iran, 
spectacular  apartment  projects  and  ho- 
tels in  New  York,  housing  in  Puerto 
Rico.  All  this  risk  on  a  modest  equit>' 
base,  yet  the  Starrett  shares  he  bought 
with  a  $450,000  I.O.U.  now  have  a  mar- 
ket value  of  $3.5  million.  This  much  \  ou 
have  to  concede:  In  business  as  in  tennis, 
Henry  Benach  pla\  s  a  flash\  game.  ■ 
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Fearless  Forecast:  What  Analysts 
See  For  Leading  Stocks  In  1979 


Below  and  on  the  following  pages, 
Forbes  takes  a  look  at  what  analysts 
think  lies  ahead  for  major  stocks  in  1979. 
The  authority  for  our  numbers  is  an  ex- 
cellent service  put  out  by  the  New  York 
Stock  Exchange  house  of  Lynch,  Jones  & 
Ryan;  it  s  called  Institutional  Brokers  Es- 
timate System.  The  service  cranks  into 
its  computer  earnings  estimates  on  some 
1,150  companies,  each  of  which  is  fol- 
lowed bv  anywhere  from  3  to  30  analysts. 


These  constantly  changing  numbers  are 
not  based  on  what  any  one  analyst  ex- 
pects but  rather  on  an  average  of  the 
expectations  from  those  following  the 
stock.  The  range  of  estimates  is  shown  in 
the  last  column. 

In  our  March  20  issue,  Forbes  ran  a 
list  of  100  stocks  for  which  this  service 
predicted  1978  earnings  gains.  Since 
then  the  market  has  risen  15.7%;  90  of 
these  100  have  gone  up  at  least  38%. 


So,  what  about  1979?  We  have  select- 
ed four  groups  of  stocks: 

•  Rising  stars.  Companies  for  which 
the  analysts  predict  at  least  25%  higher 
earnings  per  share  in  1979  than  in  1978. 

•  Big  stars.  Dow  Jones  stocks. 

•  Falling  stars.  Companies  where  the 
analysts  look  for  lower  1979  earnings. 

•  Overlooked  stars.  These  have  the 
lowest  1979  price/earnings  ratios 
around.  ■ 


Rising  Stars 


Companies  for  which  Wall  Street  predicts  at  least  25% 
growth  in  earnings  per  share  in  1979  above  1978. 


Company 


Fiscal 

Recent  1977 
Price  of  Earnings 
Common    Per  Share 


Average  of 
Analysts' 
Estimates  of 
Fiscal  1978  EPS 


Average  of 
Analysts' 
Estimates  of 
Fiscal  1979  EPS 


Percentage 
Increase  of 
1979  over 
1978 


P/E 
Based  on 
1979  Earnings 
Estimates 


Percentage 
Variation  of 
Earnings 
Estimates* 
1978  1979 


Texfi  Industries 

12 

$-3.79 

$0.45 

$  3.50 

677.8 

3.4 

182.9 

0.0 

ASARCO 

17 

-1.10 

0.37 

1.67 

348.7 

10.0 

128.1 

37.5 

General  Dynamics 

83 

9.51 

4.23 

14.02 

231.6 

5.9 

228.9 

9.6 

Kennecott  Copper 

28 

0.22 

0.53 

1.47 

179.2 

19.0 

64.2 

46.2 

Cray  Research 

67 

0.71 

1.57 

4.28 

173.4 

15.6 

35.0 

34.9 

Pittston 

22 

2.14 

1.11 

2.84 

155.8 

7.8 

40.4 

22.7 

Westmoreland  Coal 

27 

2.62 

1.95 

4.69 

140.6 

5.7 

25.9 

8.3 

Eastern  Gas  &  Fuel 

15 

1.54 

1.14 

2.56 

124.5 

6.0 

26.1 

14.9 

McLouth  Steel 

11 

-2.86 

0.58 

1.25 

114.3 

9.1 

197.9 

28.3 

Newmont  Mining 

23 

0.62 

0.91 

1.93 

113.0 

12.1 

26.6 

24.8 

Firestone  Tire 

13 

1.92 

0.75 

1.56 

107.4 

8.4 

124.3 

20.2 

Kaiser  Steel 

25 

0.51 

1.44 

2.85 

98.3 

8.8 

29.7 

7.4 

Occidental  Petro 

20 

2.92 

2.30 

4.41 

91.4 

4.5 

48.0 

13.7 

Global  Marine 

17 

-1.56 

1.74 

3.09 

77.7 

5.4 

27.3 

20.4 

Zapata 

16 

0.59 

1.29 

2.27 

76.5 

7.2 

47.0 

48.4 

Dillingham 

9 

0.52 

0.70 

1.22 

73.8 

7.5 

37.8 

16.6 

Hanna  Mining 

36 

5.13 

2.73 

4.72 

73.1 

7.6 

27.4 

18.3 

Johnson  Prods-Del 

9 

0.35 

0.51 

0.88 

70.7 

10.3 

4.9 

20.2 

Prime  Computer 

37 

0.70 

1.45 

2.47 

70.3 

15.1 

2.8 

16.8 

AE  Staley  Mfg 

21 

2.20 

1.33 

2.23 

68.2 

9.5 

5.3 

12.7 

Uniroyal 

8 

1.13 

0.51 

0.84 

66.2 

9.0 

66.5 

48.4 

Falcon  Seaboard 

34 

2.29 

2.72 

4.37 

60.6 

7.9 

12.0 

13.7 

Amer  Quasar  Petro 

21 

0.53 

0.76 

1.22 

59.6 

17.5 

22.3 

38.2 

Phelps  Dodge 

27 

0.64 

1.20 

1.88 

57.4 

14.1 

26.6 

34.3 

Cit  &  Southn  Natl  Bk 

6 

-0.30 

0.35 

0.54 

53.6 

12.1 

37.8 

29.8 

Entenmann's 

30 

1.41 

1.87 

2.85 

52.4 

10.5 

21.9 

40.9 

Santa  Fe  IntI 

38 

2.66 

3.25 

4.95 

52.3 

7.8 

6.8 

6.8 

Coherent 

19 

0.53 

0.93 

1.41 

52.2 

13.8 

11.9 

13.7 

Ocean  Drill  &  Expl 

44 

-2.06 

2.75 

4.17 

51.4 

10.6 

9.8 

13.4 

Murphy  Oil 

54 

3.79 

3.42 

5.17 

51.4 

10.4 

5.4 

6.7 

Pneumo 

27 

3.30 

2.58 

3.86 

49.7 

7.1 

16.4 

15.2 

Earth  Resources 

17 

2.70 

2.15 

3.20 

48.8 

5.3 

4.7 

0.0 

Chessie  System 

30 

4.01 

2.67 

3.97 

48.4  . 

7.6 

14.0 

27.8 

Digital  Equip 

50 

3.40 

3.99 

5.84 

46.3 

8.6 

3.3 

28.3 

Cessna  Aircraft 

46 

4.40 

4.10 

5.99 

46.2 

7.7 

6.3 

7.7 

'Percentages  range  around  the  average  in  which  two-thirds  of  analysts'  estimates  fall.  The  lower  the  percentage,  the  greater  the  agreement 
among  the  analysts. 
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Percentage 


Avoraflfi  of 

P/E 

Variation  of 

Recent 

1977 

Analysts' 

Analysts' 

Increase  of 

Based  on 

Earnings 

Price  of 

Earnings 

Estimates  of 

Estimates  of 

1979  over 

1979  Earnings 

Estimates* 

Company 

Common 

Per  Share 

CSe«*nl  10*70  CDC 

riscai  l9/o  cro 

Cicr-al  10*70  PDC 

Estimates 

1978 

1979 

CPS  Continental 

9 

$  0.34 

$1.02 

$  1.47 

45.1 

6.4 

/.D 

1  o 

Wendy's  IntI 

33 

1.06 

1.73 

2.50 

44.6 

13.3 

4.8 

6.2 

Arch-Dan-Midland 

17 

1.72 

1.97 

2.85 

44.4 

6.0 

13.9 

9.9 

Storage  Technology 

33 

1.18 

2.10 

3.04 

44.3 

11.0 

8.9 

8.5 

North  American  Coal 

19 

Z.10 

1  AO 

1.9  J 

O  1A 

z. /u 

An  o 

1  o 
7.Z 

2.2 

6.9 

Waters  Assoc 

32 

1.37 

1.65 

2.31 

40.2 

13.8 

o  o 

Q  O 

0.9 

Williams  Cos 

20 

2.61 

2.15 

3.01 

40.0 

6.7 

12.7 

8.9 

Matsushita  Elec  Indl 

41 

3.24 

3.58 

5.00 

39.5 

8.1 

23.9 

0.0 

Amdahl 

56 

1.69 

2.78 

3.87 

39.1 

14.5 

5.6 

12.0 

Lionel 

1 

A  CO 
U.DO 

A  OA 

U.9U 

1  OC 

1.Z5 

oo  o 
Jo.9 

c  o 

5.9 

11.1 

11.3 

Humana 

36 

1.54 

2.04 

2.83 

38.9 

12.6 

4  O  C 

■lO  o 

19.Z 

St  Joe  Minerals 

29 

3.03 

2.09 

2.90 

38.5 

10.1 

14.5 

10.9 

Oscar  Mayer 

22 

2.43 

2.05 

2.83 

38.2 

7.7 

4.9 

5.1 

Portec 

19 

1.30 

2.15 

2.96 

37.9 

6.4 

1.9 

11.1 

Crutcher  Resources 

ID 

A  CO 

0.53 

4  04 

l.Zl 

l.DO 

oo  1 

37.1 

A  C 

9.5 

13.6 

23.7 

U  S  Surgical 

20 

0.71 

1.01 

1.38 

37.0 

14.7 

1  ./ 

5.5 

Texasgulf 

24 

1.21 

1.47 

2.00 

36.4 

12.0 

13.8 

0.0 

Ernest  W  Hahn 

26 

0.14 

0.92 

1.25 

36.4 

21.1 

98.2 

107.5 

Colt  Industries 

39 

5.40 

6.21 

8.46 

36.2 

4.6 

6.7 

20.9 

Memorex 

51 

c  oo 
5.28 

6.14 

O  OA 

8.30 

OC  t 

35.1 

6.1 

5.0 

0.0 

Natl  Medical  Care 

26 

1.65 

1.72 

2.32 

34.8 

11.0 

01  Q 
Zl.iS 

1  /.I 

Cardiac  Pacemakers 

38 

1.77 

2.50 

3.37 

34.6 

11.2 

7.3 

10.9 

Kentucky  Utilities 

20 

1.99 

2.03 

2.73 

34.4 

7.4 

12.6 

8.2 

Western  Co-NA 

37 

3.26 

3.73 

5.01 

34.2 

7.3 

4.9 

12.2 

^eniin  naaio 

lb 

A  OC 

1  oi 

OO 

oo  o 

8.7 

29.0 

29.7 

Medtronic 

39 

2.29 

3.15 

4.22 

33.9 

9.2 

"T  A 
1 A 

SmithKline 

94 

2.98 

5.06 

6.76 

33.7 

13.9 

6.7 

7.3 

Tom  Brown 

21 

0.59 

0.75 

1.00 

33.3 

20.7 

16.3 

0.0 

Sherwin-Williams 

25 

-1.72 

2.68 

3.57 

33.3 

6.9 

15.0 

22.1 

AuODe  uii  (St  uas 

OA 

A  QA 
U.9U 

■1  oo 

i  CO 

I.dZ 

oo  A 

oZ.9 

1Z.7 

2.4 

17.0 

Hall's  Motor  Transit 

14 

3.02 

2.72 

3.60 

32.5 

4.0 

i  o  c 

A  A 

u.u 

El  Paso 

17 

2.24 

2.22 

2.93 

32.2 

5.8 

3.8 

7.4 

Nowsco  Well  Svcs 

21 

1.88 

1.87 

2.47 

32.0 

8.6 

5.0 

16.3 

Fairchild  Industries 

33 

2.05 

4.54 

5.99 

31.9 

5.5 

16.1 

12.7 

Sea  Containers 

29 

O  AK. 

A  At 

4.4Z 

C  OA 

5. 84 

OI  A 

31.9 

A  A 

4.9 

5.0 

11.6 

National  Data 

11 

0.71 

0.91 

1.20 

31.4 

9.5 

1  o 

1  .s 

u.u 

Wang  Labs 

27 

1.38 

1.98 

2.60 

31.1 

10.6 

6.7 

0.0 

Walgreen 

30 

2.34 

3.01 

3.94 

30.8 

7.6 

18.0 

9.4 

AMAX 

51 

3.16 

3.30 

4.29 

30.1 

11.8 

11.5 

15.2 

JOS  bcnirtz  urewing 

■1  A 

14 

A  CO 
O.OO 

A  CO 

0.58 

A  -•C 

0.75 

OA  A 

30.0 

4  O  O 

18.Z 

36.2 

27.5 

Duriron 

17 

2.73 

1.56 

2.03 

30.0 

8.4 

/Z.I 

1  Q 

l.O 

Sysco 

31 

3.23 

3.66 

4.75 

29.7 

6.6 

2.8 

0.0 

Continental  Illinois 

17 

0.55 

0.89 

1.15 

29.6 

14.5 

57.2 

49.0 

Jonathan  Logan 

14 

1.96 

1.90 

2.46 

29.5 

5.7 

7.9 

7.4 

uieDoiu 

zz 

A  OC 

0.85 

t  CA 

1.59 

O  AC 

2.05 

29.1 

4  A  A 
10.9 

8.3 

3.5 

Northwest  Airlines 

31 

4.29 

3.00 

3.87 

29.1 

8.0 

OA  O 

OA  O 
ZU.9 

Total  Petro  (NA)  Ltd 

14 

1.17 

1  15 

1.48 

29.0 

9.4 

13.0 

8.5 

CentrsI  Soya 

15 

0.80 

2.07 

2.67 

29.0 

5.5 

5.5 

10.8 

Joy  Mfg 

34 

3.92 

3.24 

4.18 

29.0 

8.1 

6.6 

5.1 

Cobe  Labs 

oo 

1.75 

O  1  o 

O  OC 

Z.75 

oo  a 
ZB.9 

lie 
ll.O 

4.9 

12.9 

Indianapolis  Pwr  &  Lt 

23 

3.44 

2.67 

3.44 

28.8 

6.6 

13.3 

4.8 

Welltech 

33 

1.64 

2.14 

2.75 

28.6 

12.0 

2.9 

2.6 

Pullman 

46 

3.03 

4.98 

6.40 

28.4 

7.1 

18.4 

17.8 

Marathon  Mfg 

26 

2.81 

3.75 

4.81 

28.3 

5.5 

6.1 

7.4 

Gearhart-Owen  Inds 

35 

1.71 

2.05 

2.63 

28.3 

13.3 

4.2 

20.2 

Pogo  Producing 

13 

0.74 

1.53 

1.96 

28.3 

6.8 

7.0 

16.0 

Russ  Togs 

12 

1.40 

1.72 

2.20 

28.2 

5.4 

7.3 

0.0 

Kearney  &  Trecker 

19 

1.21 

1.97 

2.52 

28.1 

7.5 

3.5 

7.2 

Mapco 

35 

3.20 

3.75 

4.79 

27.6 

7.2 

7.7 

4.7 

Watkins-Johnson 

24 

1.76 

2.02 

2.58 

27.6 

9.3 

14.2 

14.8 
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Percentage 

Fiscal 

Average  of 

Average  of 

Percentage 

P/E 

Variation  of 

Recent 

1977 

Analysts' 

Analysts' 

Increase  of 

Based  on 

Earnings 

Price  of 

Earnings 

Estimates  of 

Estimates  of 

1979  over 

1979  Earnings 

Estimates* 

Company 

Common 

Per  Share 

Fiscal  1978  EPS 

Rscal  1979  EPS 

1978 

Estimates 

1978 

1979 

Warner  &  Swasey 

$  3.27 

$  3.69 

$  4.70 

27.5 

6.1 

7.0 

2.8 

Reading  &  Bates 

oo 

^9 

o  oo 

4.1o 

o^  o 
^/.Z 

7.U 

3.0 

8.8 

Flagship  Banks 

V.I'* 

i  oc 

1  "70 

€.1  .€. 

o.u 

11.1 

14.4 

Sun  Banks  of  Fla 

16 

1.02 

1.60 

2.03 

26.8 

8.0 

7.6 

1.4 

M-G-M 

49 

2.24 

3.24 

4.10 

26.5 

11.9 

3.3 

4.2 

Ponderosa  Systems 

€,/ 

/..lb 

r£.91 

3.D/ 

oc  o 

7.4 

5.6 

12.5 

wai-ivian  oiores 

1  CO 

I.DO 

1.9  J 

O  AA 

41  o 

4.3 

5.7 

Standard  Oil-Ohio 

40 

2.18 

3.83 

4.82 

25.8 

8.3 

3.8 

8.8 

Worthington  Inds 

34 

1.53 

1.95 

2.45 

25.6 

13.8 

4.4 

2.9 

Loral 

38 

2.84 

3.33 

4.18 

25.5 

9.0 

1.7 

0.7 

Superior  Oil 

328 

15.63 

14.83 

18.61 

25.4 

17.6 

14.3 

23.2 

Envirotech 

27 

3.33 

2.89 

3.62 

25.4 

7.4 

14.9 

18.6 

Pioneer  Hi-Bred  IntI 

23 

2.18 

1.93 

2.42 

25.3 

9.4 

2.5 

4.8 

Marriott 

15 

1.26 

1.40 

1.75 

25.0 

8.4 

4.0 

0.0 

'Percentages  range  around  the  average  In  which  two-thirds  of  analysts'  estimates  fall.  The  lower  the  percentage,  the  greater  the  agreement 

among  the  analysts. 

Big  Stars 

Among  the  30  Dow  Jones  industrial  stocks  in  1979  it's  bad  news 

for  chemicals  and  autos;  good  news  for  almost  everybody  else. 

Percentage 

Fiscal 

Average  of 

Average  of 

Percentage 

P/E 

Variation  of 

Recent 

1977 

Analysts' 

Analysts' 

Increase  of 

Based  on 

Earnings 

Price  of 

Earnings 

Estimates  of 

Estimates  of 

1979  over 

1979  Earnings 

Estimates* 

Company 

Common 

Per  Share 

Fiscal  1978  EPS 

Fiscal  1979  EPS 

1978 

Estimates 

1978 

1979 

Allied  Chemical 

36 

$  4.93 

$  4.75 

$  5.73 

20.7 

6.4 

11.1 

10.3 

Inco  Ltd 

19 

1.24 

0.91 

1.10 

20.0 

17.6 

38.3 

44.2 

U  S  Steel 

27 

1.66 

3.15 

3.71 

17.6 

7.3 

11.6 

18.1 

Texaco 

25 

3.43 

3.09 

3.51 

13.6 

7.2 

8.0 

7.2 

Esmark 

28 

3.60 

4.02 

4.55 

13.0 

6.1 

5.2 

7.3 

General  Foods 

35 

3.40 

4.08 

4.60 

12.8 

7.5 

3.6 

3.5 

IntI  Harvester 

40 

6.92 

6.79 

7.59 

11.9 

5.3 

5.0 

8.9 

United  Tech 

45 

5.66 

6.33 

7.06 

11.6 

6.3 

1.8 

3.0 

Eastman  Kodak 

64 

3.99 

5.01 

5.59 

11.5 

11.5 

2.9 

5.4 

3M 

60 

3.57 

4.41 

4.90 

11.0 

12.3 

5.0 

6.3 

Procter  &  Gamble 

87 

6.19 

6.91 

7.67 

11.0 

11.4 

2.0 

1.0 

Westinghouse  Elec 

22 

3.10 

3.49 

3.78 

8.4 

6.0 

1.5 

1.5 

Exxon 

52 

5.38 

6.36 

6.89 

8.2 

7.6 

2.2 

3.2 

General  Electric 

53 

4.79 

5.35 

5.76 

7.5 

9.2 

1.2 

2.2 

Standard  Oil  Co-Calif 

49 

5.96 

6.22 

6.65 

7.0 

7.3 

1.9 

3.9 

American  Can 

40 

5.76 

6.03 

6.44 

6.9 

6.2 

1.0 

3.7 

Bethlehem  Steel 

25 

-10.27 

4.05 

4.30 

6.3 

5.8 

30.4 

28.6 

Owens-Illinois 

22 

3.09 

3.44 

3.61 

4.9 

6.0 

6.3 

8.0 

American  Brands 

50 

5.87 

7.06 

7.40 

4.8 

6.8 

5.0 

4.8 

Sears,  Roebuck 

23 

2.62 

2.82 

2.91 

3.3 

7.8 

4.8 

6.4 

AT&T 

64 

6.97 

7.63 

7.84 

2.8 

8.1 

1.4 

1.6 

F  W  Woolworth 

21 

3.03 

3.54 

3.50 

-1.2 

6.1 

3.9 

8.5 

Johns-Manville 

32 

4.78 

5.55 

5.48 

-1.2 

5.8 

5.1 

10.4 

International  Paper 

45 

4.98 

5.31 

5.24 

-1.4 

8.5 

4.3 

10.5 

Alcoa 

50 

5.76 

7.31 

7.05 

-3.5 

7.2 

6.8 

16.3 

Union  Carbide 

40 

6.06 

5.69 

5.48 

-3.7 

7.4 

3.7 

6.4 

E  1  Du  Pont 

136 

11.06 

13.66 

13.13 

-3.9 

10.4 

5.0 

8.1 

Goodyear  Tire 

18 

2.85 

2.87 

2.73 

-5.0 

6.5 

4.6 

10.0 

General  Motors 

64 

11.62 

11.32 

9.18 

-18.9 

7.0 

4.6 

11.3 

Chrysler 

12 

2.07 

-2.33 

-1.24 

40.3 

158.1 

DJIA-Mean 

90.14 

107.29 

112.36 

'Percentages  range  around  the  average  In  which  two-thirds  of  analysts'  estimates  fall.  The  lower  the  percentage,  the  greater  the  agreement 

among  the  analysts. 
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Statistical  Spotlight 


Falling  Stars 


The  analysts  claim  that  these  96  companies  will  have  lower 
earnings  in  1979  than  in  1978.  Airlines  to  tailspin? 


Percentage 


Fiscal 

Average  of 

Average  of 

Percentage 

P/E 

Variation  of 

Recent 

1977 

Analysts' 

Analysts' 

Decrease  of 

Based  on 

Earnings 

Price  of 

Earnings 

Estimates  of 

Estimates  of 

17/9  over 

Estimates* 

Company 

Common 

Per  Share 

Fiscal  1978  EPS 

Fiscal  1979  EPS 

1978 

Estimates 

1978 

1979 

Allegheny  Airlines 

12 

$  2.62 

$  3.21 

$  2.06 

-35.9 

6.0 

47.6 

11.0 

Champion  Home 

3 

-0.22 

0.15 

0.10 

-33.3 

31.3 

33.3 

212.1 

Cyprus  Mines 

20 

0.70 

1.96 

1.31 

-33.1 

15.2 

127.9 

95.1 

UAL 

40 

3.72 

8.70 

6.18 

-28.9 

6.5 

22.4 

18.5 

Western  Air  Lines 

12 

1.09 

2.56 

1.90 

-26.0 

6.3 

25.0 

18.2 

ContntI  Air  Lines 

14 

1.77 

2.89 

2.14 

-26.0 

6.6 

25.2 

30.9 

Ford  Motor 

45 

14.16 

13.11 

10.07 

-23.2 

4.5 

4.7 

16.8 

Pan  Am 

9 

1.06 

1.85 

1.44 

-22.1 

6.1 

31.2 

31.1 

Eastern  Air  Lines 

13 

1.72 

2.51 

1.97 

-21.8 

6.5 

16.5 

27.7 

Cone  Mills 

28 

6.77 

6.27 

5.00 

-20.2 

5.5 

12.5 

0.0 

US  Gypsum 

32 

3.41 

5.78 

4.68 

-19.0 

6.8 

7.8 

12.1 

General  Motors 

64 

11.62 

11.32 

9.18 

-18.9 

7.0 

4.6 

11.3 

Trans  World  Airlines 

24 

3.83 

4.95 

4.08 

-17.5 

6.0 

12.8 

28.0 

American  Airlines 

17 

2.54 

2.78 

2.31 

-16.7 

7.3 

22.3 

29.0 

Shapell  Industries 

28 

7.84 

6.70 

5.63 

-16.0 

4.9 

21.3 

19.7 

National  Gypsum 

20 

2.25 

3.14 

2.65 

-15.6 

7.5 

5.7 

16.7 

Pope  &  Talbot 

30 

3.97 

5.12 

4.38 

-14.6 

6.9 

2.5 

5.7 

20th  Century-Fox 

36 

6.52 

7.24 

6.30 

-13.0 

5.7 

10.5 

11.8 

Lomas  &  Nettleton 

19 

1.70 

2.02 

1.80 

-10.7 

10.8 

11.2 

0.0 

Akzona 

15 

0.60 

1.65 

1.47 

-10.6 

9.9 

5.9 

8.2 

Libbey-Owens-Ford 

27 

4.88 

4.54 

4.07 

-10.5 

6.8 

15.8 

2.8 

Champion  IntI 

25 

3.40 

3.68 

3.30 

-10.2 

7.6 

5.9 

12.0 

Cummins  Engine 

37 

8.22 

7.62 

6.87 

-9.8 

5.4 

8.9 

11.3 

Armco 

22 

2.53 

3.46 

3.15 

-8.9 

7.1 

6.9 

18.0 

Fllntkote 

33 

3.22 

4.27 

3.92 

-8.4 

8.3 

3.9 

18.4 

Washington  Energy 

16 

1.56 

1.63 

1.50 

-8.2 

10.5 

7.1 

0.0 

Willamette  Inds 

35 

3.61 

3.84 

3.54 

-7.7 

9.8 

2.9 

11.3 

Masonite 

22 

1.90 

2.69 

2.49 

-7.5 

8.7 

3.3 

10.7 

Levitz  Furniture 

24 

3.07 

3.77 

3.50 

-7.3 

6.8 

7.0 

0.0 

Celanese 

43 

4.70 

5.44 

5.05 

-7.3 

8.4 

6.8 

9.0 

Boise  Cascade 

31 

4.00 

4.60 

4.27 

-7.2 

7.3 

6.1 

11.7 

Louisiana-Pacific 

22 

2.15 

2.54 

2.36 

-7.2 

9.5 

10.8 

21.2 

National  Steel 

32 

3.12 

4.60 

4.28 

-7.0 

7.5 

11.4 

19.2 

Lockheed 

31 

3.71 

3.71 

3.45 

-7.0 

8.9 

13.4 

8.1 

Washn  Water  Power 

23 

2.35 

2.95 

2.75 

-6.8 

8.2 

2.9 

0.0 

Carrier 

26 

2.26 

2.82 

2.63 

-6.7 

9.8 

7.8 

10.5 

Olinkraft 

54 

3.91 

4.06 

3.79 

-6.6 

14.4 

1.7 

4.2 

Ticor 

29 

3.75 

3.47 

3.25 

-6.2 

8.9 

15.1 

0.0 

Cleveland  Cliffs  Iron 

30 

2.13 

3.32 

3.12 

-5.9 

9.7 

4.0 

23.3 

PPG  Industries 

30 

2.93 

5.19 

4.89 

-5.8 

6.2 

3.2 

6.5 

BF  Goodrich 

20 

3.97 

4.28 

4.04 

-5.6 

5.1 

D.O 

Q  1 

Eaton 

40 

6.10 

7.11 

6.72 

-5.5 

6.0 

2.2 

7.8 

Studebaker-Worth 

67 

10.18 

13.28 

12.54 

-5.5 

5.3 

23.8 

9.1 

Weyerhaeuser 

30 

2.30 

2.64 

2.50 

-5.4 

12.1 

8.1 

14.2 

Goodyear  Tire 

18 

2.85 

2.87 

2.73 

-5.0 

6.5 

4.6 

10.0 

Gray  Drug  Stores 

18 

1,72 

3.00 

2.85 

-4.9 

6.3 

7.6 

0.0 

Aican  Aluminium  Ltd 

36 

4.98 

6.63 

6.31 

-4.7 

5.8 

7.9 

14.3 

Republic  Steel 

27 

2.54 

4.89 

4.67 

-4.6 

5.7 

11.7 

20.8 

Crown  Zellerbach 

36 

4.34 

4.52 

4.33 

-4.3 

8.3 

6.8 

9.5 

Natl  Oistirs  &  Chem 

22 

3.27 

3.16 

3.03 

-4.1 

7.2 

1.6 

5.4 

Fairchild  Cam/lnstr 

36 

2.07 

4.03 

3.87 

-4.0 

9.4 

16.7 

23.1 

Ohio  Casualty 

29 

4.66 

5.16 

4.96 

-3.9 

5.8 

3.1 

5.6 

El  Du  Pont  Nemours 

136 

11.06 

13.66 

13.13 

-3.9 

10.4 

5.0 

8.1 

Safeco 

43 

7.39 

8.01 

7.70 

-3.8 

5.6 

5.5 

5.1 

Inland  Steel 

38 

4.23 

5.96 

5.74 

-3.7 

6.6 

8.4 

18.3 
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Percentage 

Fiscal 

Average  of 

Average  of 

Percentage 

P/E 

Variation  of 

Recent 

1977 

Analysts' 

Analysts' 

Decrease  of 

Based  on 

Earnings 

Price  of 

Earnings 

Estimates  of 

Estimates  of 

la/9  over 

1979  Earnings 

Estimates* 

Company 

Common 

Per  Share 

Fiscal  1978  EPS 

Fiscal  1979  EPS 

1978 

Estimates 

1978 

1979 

Union  Carbide 

40 

$  6.06 

$  5.69 

$  5.48 

-3.7 

7.4 

3.7 

6.4 

Whirlpool 

I'i 

0.04 

O  0"7 

0.2/ 

O  i  c 

3.15 

o  c 
-3.6 

1  o 

7.2 

2.1 

7.6 

Alcoa 

SO 

5.76 

T  O  i 

7.31 

7.05 

-3.5 

7.2 

6.8 

16.3 

rotiatcn 

Jo 

4.09 

A  OO 

4.33 

4.18 

o  c 

-3.5 

8.6 

4.3 

7.1 

Thermo  Electron 

29 

1.92 

2.38 

2.30 

-3.5 

12.6 

11.6 

0.0 

Mohasco 

1  O 

to 

1  CO 

i  Oi 

1 .91 

i  oc 
1.85 

o  i 

-3.1 

c  o 

6.8 

3.9 

9.4 

Uo  rioeiity  oi  urnty 

9.0D 

C  OC 

6.86 

6.64 

-3.1 

5.1 

4.7 

7.5 

Monsanto 

/.4o 

O  ylO 

8.42 

O  i  C 

8.10 

O  A 

-3.0 

o  o 

7.2 

2.7 

3.2 

Franklin  Electric 

1.66 

i  OA 

1.84 

i  oo 
1.78 

o  o 
-2.9 

o  c 

7.6 

7.5 

4.3 

Continental  Corp 

27 

4.69 

5.12 

4.98 

-2.8 

5.4 

3.7 

7.3 

Kemper 

A£i 
4t> 

O  OI 

9.o1 

i  i  i  i 

11.11 

i  A  oo 

10.83 

o  c 
-2.5 

4.3 

4.0 

14.1 

in 
3/ 

QIC 

9.15 

i  A  AC 

1 0.Oo 

o  oo 
9.83 

o  o 

-2.3 

c  o 

5.8 

5.5 

10.9 

Owens-Corng  Fiber 

oZ 

O  Til 

0./4 

A  CA 

4.50 

A  Ai\ 

4.40 

o  o 
-2.3 

o  o 

7.3 

4.5 

11.6 

Salant 

o 
o 

f  CO 

1 .58 

i  CO 

1.53 

i  c  A 
1.50 

— 2.Z 

5.4 

11.5 

0.0 

Ethan  Allen 

28 

3.00 

4.27 

4.18 

-2.1 

6.7 

4.6 

6.1 

 ; — ;  

Hercules  Inc 

1  / 

1  oc 

i  OQ 

1 .89 

i  oc 
1.80 

O  i 

—2.1 

O  A 

9.4 

10.1 

14.5 

General  Tire 

£o 

c  oo 
5.09 

A  OA 

4.90 

A  OA 

4.80 

O  A 

—2.0 

c  o 
5.8 

2.9 

8.0 

Georgia-Pacific 

oo 
29 

2.54 

2.84 

2.78 

-1.9 

10.5 

3.3 

7.2 

American  Motors 

o 

0.10 

A  OO 

0.28 

0.27 

4  O 

-1.8 

23.6 

46.6 

138.1 

Aetna  Life  &  Casualty 

42 

7.76 

8.72 

8.56 

-1.8 

4.9 

3.2 

6.4 

Bucyrus-Erie 

oi 
Z1 

o  o 
2.5/ 

O  CA 

2.60 

O  EC 

2.55 

i  o 

-1.8 

O  i 

8.1 

4.2 

9.0 

^aie 

19 

Oil 

2.1 1 

o  oc 
2.85 

O  OA 

2.80 

i  o 

-1.8 

e  o 
0.9 

16.7 

0.0 

Borg-Warner 

34 

>i  oo 
4.9o 

C  QA 

5.84 

5.74 

i  *9 
—1.7 

5.9 

1.5 

6.8 

Kansas  Pwr  &  Lt 

Oi 

£.\ 

O  Ai 

O.01 

o  ic 
3.15 

O  i  A 

3.10 

i  c 
-I.O 

c  o 
6.9 

5.7 

8.5 

Kaiser  Alum  &  Chem 

39 

5.53 

6.90 

6.79 

-1.6 

5.7 

7.2 

12.2 

 —  :  

Dow  Chemical 

61} 

o  oc 
2.96 

O  Qi 

2.91 

i  C 

-1.5 

i  A  O 

10.3 

3.1 

7.5 

Peterson,  Howell 

■1  o 

I.O/ 

i  oo 
1.93 

i  OA 

1.90 

i  ii 
-1.4 

o  o 
9.3 

1.3 

0.0 

International  Paper 

4b 

4.5fo 

c  Oi 
5.31 

c  o>i 
5.24 

i  ii 
—1.4 

o  c 
8.5 

4.3 

10.5 

oo  ina  uas  ot  tiec 

O  1  o 
3.12 

O  AO 

3.08 

i  o 
-1.3 

C  A 

6.0 

2.9 

4.1 

Johns-Manville 

32 

4.78 

5.55 

5.48 

-1.2 

5.8 

5.1 

10.4 

rW  Woolwortn 

Of 

O  AO 

o.Oo 

'i  CA 

3.54 

O  CA 

3.50 

i  O 

-1.2 

C  i 

6.1 

o  o 
3.9 

o  c 

8.5 

Collins  &  Aikman 

1  o 
12 

i  oc 
1.85 

O  AO 

2.09 

O  AC 

2.06 

i  i 
-1.1 

c  o 

5.7 

8.1 

12.7 

unuDD 

oc 

c  ii  i 
5.41 

O.OO 

C  CO 

6.59 

i  i 

-1.1 

c  c 
5.5 

4.1 

8.0 

Hyster 

ylO 
4Z 

C  t\A 

5.04 

1  oc 
/.8d 

1.10 

i  A 
—1.0 

C  A 

5.4 

10.0 

7.4 

American  Stores 

oc 
OD 

C  AO 

5.03 

C  AC 

D.06 

C  AA 

6.00 

4  A 

-1.0 

c  o 
5.9 

8.9 

0.0 

Hart  SchafF  &  Marx 

14 

1.80 

2.05 

2.03 

-0.8 

6.9 

2.4 

7.5 

Inland  Container 

35 

2.73 

2.37 

2.35 

-0.7 

14.9 

8.8 

9.0 

Certain-teed 

24 

3.68 

4.05 

4.03 

-0.7 

5.9 

4.9 

12.2 

Mercantile  Stores 

35 

5.30 

5.60 

5.57 

-0.6 

6.4 

3.6 

9.2 

UARCO 

27 

3.29 

3.77 

3.75 

-0.4 

7.3 

5.0 

0.0 

Coachmen  Inds 

15 

3.18 

2.97 

2.97 

-0.3 

5.0 

10.8 

15.2 

*  Percentages  range  around  the  average  in  which  two-thirds  of  analysts'  estimates  fall.  The  lower  the  percentage,  the  greater  the  agreement 

among  the  analysts. 

Overlooked  Stars 

Unless  the  price  of  these  securities  rises  or  their  estimated  earnings  don't 

come  through,  these  following 

stocks  are 

on  the  bargain  counter. 

Percentage 

Fiscal 

Average  of 

Average  of 

Percentage 

P/E 

Variation  of 

Recent 

1977 

Ahalysts' 

Analysts' 

Increase  of 

Based  on 

Earnings 

Price  of 

Earnings 

Estimates  of 

Estimates  of 

1979  over 

1979  Earnings 

Estimates* 

Company 

Common 

Per  Share 

Fiscal  1978  EPS 

Fiscal  1979  EPS 

1978 

Estimates 

1978 

1979 

Texfi  Industries 

12 

$-3.79 

$0.45 

$3.50 

677.8 

3.4 

182.9 

0.0 

Broadview  Financial 

14 

3.40 

3.68 

3.82 

3.6 

3.6 

3.4 

3.3 

Golden  West  Fin-Del 

26 

5.57 

6.55 

7.18 

9.7 

3.7 

2.1 

5.0 

City  Investing 

16 

3.01 

3.90 

4.34 

11.2 

3.8 

3.9 

0.0 

Reliance  Group 

31 

6.69 

6.90 

8.13 

17.8 

3.9 

13.8 

15.2 

'Percentages  range  around  the  average  In  which  two-thirds  of  analysts'  estimates  fall.  The  lower  the  percentage,  the  greater  the  agreement 

among  the  analysts. 
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Statistical  Spotlight 


Percentage 

Fiscal 

Average  of 

Average  of 

Percentage 

P/E 

Variation  of 

Recent 

1977 

Analysts' 

Analysts' 

Increase  of 

Based  on 

Earnings 

Price  of 

Earnings 

Estimates  of 

Estimates  of 

1979  over 

1979  Earnings 

Estimates* 

Company 

Common 

Per  Share 

Fiscal  1978  EPS 

Fiscal  1979  EPS 

1978 

Estimates 

1978 

1979 

Gap  Stores 

11 

$  1.93 

$  2.30 

$  2.84 

23.4 

4.0 

/.I 

14. U 

Hall's  Motor  Transit 

14 

3.02 

2.72 

3.60 

32.5 

4.0 

1Z.9 

A  A 

No  Calif  S&L  Assn 

15 

3.36 

3.70 

3.75 

1.4 

4.0 

A  A 

American  Gen  Ins 

26 

5.22 

6.18 

6.51 

5.4 

4.0 

A  ft 

ft  R 
O.o 

White  Cons  Inds 

21 

4.28 

4.83 

5.22 

8.1 

4.1 

1.3 

6.4 

Transohio  Financial 

17 

3.58 

3.97 

4.17 

5.3 

4.1 

i.a 

9.D 

Nationwide-Ohio 

14 

2.74 

3.13 

3.35 

6.9 

4.3 

A  A 

Q 

Crum  &  Forster 

38 

6.57 

8.33 

8.89 

6.7 

4.3 

A  R 
I.O 

O  ft 
O.O 

Kemper 

46 

9.31 

11.11 

10.83 

-2.5 

4.3 

A  n 

14.  1 

Govt  Employees  Ins 

8 

1.78 

1.57 

1.82 

16.1 

4.4 

14.9 

10.4 

Xtra 

45 

6.26 

9.19 

10.27 

11.7 

4.4 

ft  ft 

D.D 

Gulf  &  Western  Inds 

15 

2.90 

3.04 

3.32 

9.4 

4.4 

1  7 

1 .  / 

American  Family 

14 

2.26 

2.59 

3.17 

22.6 

4.4 

11  9 

^A  ft 

Imperial  Corp 

22 

4.10 

4.65 

5.06 

8.8 

4.4 

ft  1 
D.  1 

Flexl-Van 

21 

3.02 

4.25 

4.71 

10.8 

4.5 

8.1 

12.1 

Occidental  Petro 

20 

2.92 

2.30 

4.41 

91.4 

4.5 

HO.U 

1*5  7 
lo./ 

Ford  Motor 

45 

14.16 

13.11 

10.07 

-23.2 

4.5 

A  "7 

1ft  n 
iD.o 

H  F  Ahmanson 

25 

4.55 

5.09 

5.51 

8.1 

4.6 

ft  ft 

Travelers 

39 

6.02 

8.15 

8.65 

6.2 

4.6 

ft  A 
D.D 

7  ^ 

Republic  Fin  Svcs 

25 

5.25 

5.33 

5.50 

3.1 

4.6 

7.8 

12.9 

Colt  Industries 

39 

5.40 

6.21 

8.46 

36.2 

4.6 

D.  / 

9n  Q 

Michigan  National 

25 

4.48 

4.98 

5.37 

7.7 

4.6 

"i  R 

9  A 

Singer 

19 

4.17 

4.00 

4.06 

1.4 

4.7 

Q  9 

Federal  Natl  Mtge 

19 

3.15 

3.71 

3.96 

6.7 

4.7 

7  7 
/./ 

ft  9 

United  Fin-Calif 

25 

4.02 

4.80 

5.23 

9.0 

4.7 

1.1 

3.1 

St  Paul  Cos 

35 

6.40 

7.39 

7.45 

0.9 

4.8 

ft  7 

D./ 

Blue  Bell 

21 

5.55 

4.39 

4.45 

1.3 

4.8 

in  R 

Interway 

32 

4.58 

6.18 

6.70 

8.4 

4.8 

9  Q 

1ft  ^ 

Interpace 

20 

3.32 

3.74 

4.16 

11.3 

4.8 

'3  n 
o.u 

U.U 

Norlin 

25 

4.81 

4.73 

5.22 

10.2 

4.8 

10.0 

13.0 

Arvin  Industries 

17 

4.44 

3.38 

3.53 

4.3 

4.8 

1 1  Q 

1Q  fi 

Teledyne 

101 

14.75 

17.56 

21.05 

19.9 

4.8 

1  Q 

1ft  n 

ID.o 

Northwest  Inds 

29 

4.53 

5.27 

6.03 

14.4 

4.8 

**.o 

A  ft 
4.D 

Dorsey 

17 

2.26 

3.13 

3.54 

13.0 

4.8 

A  A 

1ft  n 
■  o.o 

First  Charter  Fin 

19 

3.27 

3.57 

3.80 

6.5 

4.9 

1.8 

5.7 

Lear  Siegler 

21 

3.55 

3.86 

4.38 

13.6 

4.9 

Q  A 
O.U 

A  A 
U.U 

Shapell  Industries 

28 

7.84 

6.70 

5.63 

-16.0 

4.9 

91  Q 

1Q  7 
19.  / 

United  Energy  Rescs 

36 

6.28 

6.88 

7.27 

5.7 

4.9 

O.O 

ft  9 

Aetna  Life  &  Cas 

42 

7.76 

8.72 

8.56 

-1.8 

4.9 

Q  9 

ft  A 
D.4 

Fin  of  Santa  Barbara 

18 

2.77 

3.34 

3.59 

7.6 

4.9 

2.0 

7.5 

Sea  Containers 

29 

3.45 

4.42 

5.84 

31.9 

4.9 

R  n 

D.U 

11ft 

1  1  .D 

Fieldcrest  Mills 

29 

4.65 

5.54 

5.91 

6.i5 

5.0 

9  1 

in  ft 

National  Can 

18 

2.61 

3.21 

3.70 

15.4 

5.0 

17  ^ 

1 1  Q 

1  1 .9 

Shaklee 

18 

3.05 

3.14 

3.67 

16.8 

5.0 

^  Q 

0.9 

Seaboard  Coast  Line 

33 

7.02 

6.33 

6.55 

3.5 

5.0 

3.7 

6.8 

Palm  Beach 

20 

4.12 

3.85 

4.02 

4.5 

5.0 

8.0 

1.2 

Natomas 

50 

9.33 

8.51 

9.99 

17.4 

5.0 

7.9 

8.0 

Coachmen  Inds 

15 

3.18 

2.97 

2.97 

-0.3 

5.0 

10.8 

15.2 

Foremost-McKesson 

21 

3.27 

3.90 

4.26 

9.1 

5.0 

3.0 

4.2 

Philadelphia  Natl 

31 

4.27 

5.32 

6.10 

14.7 

5.0 

7.7 

0.0 

Giddings  &  Lewis 

19 

2.14 

3.33 

3.81 

14.5 

5.0 

16.4 

14.5 

J  P  Stevens 

16 

3.01 

3.07 

3.24 

5.7 

5.1 

2.6 

11.6 

Raymond  IntI 

25 

4.46 

4.72 

5.02 

6.3 

5.1 

2.0 

11.7 

B  F  Goodrich 

20 

3.97 

4.28 

4.04 

-5.6 

5.1 

6.8 

9.1 

Overnite  Trans 

23 

3.81 

4.14 

4.45 

7.4 

5.1 

2.5 

4.9 

*Percentages  range  around  the  average  In  which  two-thirds  of  analysts'  estimates  fail.  The  lower  the  percentage,  the  greater  the  agreement 

among  the  analysts. 
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The  special  pampering  travelers  get  in  the  Philippines. 


Get  it  fii'st  on  Pliilippuie  Aiilines. 


Staying  at  any  of  Manila's  dozen  luxury  hotels  usually 
means  getting  the  kind  of  service  and  attention  reserved 
for  royalty  and  important  dignitaries  anywhere  in  the  world 

It's  all  part  of  a  natural  Philippine  friendliness 
and  a  thousand-year-old  tradition  of 
warm  ways  and  wide  smiles  that  have 
made  the  Philippines  world-famous. 

And,  best  of  all,  you  don't  p 
have  to  wait  until  you're  in  the 
Philippines  to  experience  it. 

You'll  enjoy  the  same  special 
treatment  the  minute  you  board  one 
of  the  wide-body  DC-lO's  of  Philippine 


AMSTERDAM 
[FRANKFURT 


BANGKC 
KUALA  LUMPUfT.  / 
SINGAPORE  4 
JAKARTA 


Airlines.  Our  cabin  crews  know  what  American  business 
travelers  expect  because  we're  an  airline  that  understands 
what  business  travelers  need. 

We've  got  the  best  evening  departure  time  from 

San  Francisco,  offering  the  fastest 
and  only  daily  flights  to  Manila. 
With  easy  connections  to  Hong  Kong, 
Bangkok,  Singapore,  Kuala  Lumpur, 
Taipei,  Jakarta  and  Tokyo. 

Philippine  Airlines. 
We  go  out  of  our  way  to  make 
sure  you  don't  have  to  go  out  of  your 
way  doing  business  in  the  Orient. 


SAN  FRANCISCO 


^OLULU 


iRT  MORESBY 


>  SYDNEY 
•  MELBOURNE 


Philippine  Airlines 

Welcome  aboard  the  Philippines. 


Corporate  managers  and  directors  are  be- 
ing held  personally  liable  under  the  law  for  a 
widening  range  of  their  actions.  Their  greater 
vulnerability  to  claims  and  awards  has 
stepped  up  the  demand  for  liability  insur- 
ance. 

A  brief  review  by  INA  of  an  insurance 
topic  of  interest  to  business  executives. 


It  one  of  the  otf  icers  ol  a  com- 
pany tails  to  obtain  competitive 
bids  for  a  major  purchase,  can  he 
wind  up  being  held  personally 
responsible  tor  a  court  judgment 
against  him? 

The  answer  is  that  he  cer- 
tainly can.  In  general,  should  a 
corporate  director  or  officer  act 
mistakenly  or  negligently  —  or 
should  he  fail  to  act  at  all  when 
action  is  required  -  his  personal 
assets  may  ultimately  be  at 
stake.  Directors  and  officers  have 
been  held  personally  liable  by 


courts  for  such  acts  as  improvi- 
dent mvestment  ot  corporate 
funds  in  a  proxy  fight  and  failure 
to  exercise  reasonable  care  in  the 
selection  of  a  bank.  And  with 
new  responsibilities  resulting 
from  closer  government  regula- 
tion of  business,  the  likelihood 
ot  an  executive  slipup  has  grown 
considerably. 

Unquestionably,  officers  and 
directors  are  being  sued  these 
days  with  mcreasmg  frequency 
and  for  ever-greater  amounts. 
This  has  led  to  something  of  a 


run  on  liability  insurance  for  di- 
rectors and  officers,  with  rates 
going  up  and  coverages  not  al- 
ways available. 

Asking  hard  questions 

To  fulfill  their  obligations 
t(.)day,  directors  and  officers 
should  be  exceptionally  well- 
informed  on  the  overall  manage- 
ment of  their  company.  In  par- 
ticular, a  director  is  expected  to 
make  a  reasonable  investigation 
-  at  first  hand,  if  need  be-  of  the 
transactions  in  which  he  partici- 
pates as  a  board  member.  This 
includes  such  matters  as  corpo- 
rate financing  and  financial  re- 
porting, the  issuing  of  securi- 
ties, proposed  mergers  and  ac- 
quisitions and  the  like.  And  an 
officer  has  a  specific  responsibil- 
ity to  use  reasonable  care  in  over- 
seeing the  day-to-day  activities 
of  company  employees. 

But  even  though  officers  and 
directors  may  act  objectively, 
carefully  and  diligently,  their 


Officers'  Liability 


management  of  corporate  affairs 
is  never  immune  from  attack. 
Every  act  performed  by  a  direc- 
tor or  officer  that  results  in  a  loss 
of  any  kind  should  be  viewed  as  a 
potential  source  ot  a  lawsuit. 

Reasonable  prudence 

In  the  event  of  a  suit,  the 
"prudent  man"  rule  may  furnish 
a  defense  for  the  officer  or  direc- 
tor. If  It  can  be  shown  that  he  did 
everything  an  ordinary  prudent 
man  would  have  done  under  the 
circumstances,  he  may  well  be 
on  his  way  to  a  successful  de- 
fense. And  if  he  acted  in  good 
faith  and  in  the  best  interests  of 
the  company  as  he  saw  them,  he 
will  usually  be  reimbursed  or  in- 
demnified by  his  company  for 
any  legal  fees  and  judgments  in- 
curred. 

In  turn,  one  part  of  a  direc- 
tors' and  officers'  insurance  pol- 
icy covers  the  company  when  it 
makes  such  reimbursements. 
And  when  company  indemnifi- 
cation is  not  available,  another 
part  of  the  policy  can  provide  for 


the  direct  reimbursement  of  an 
officer  or  director. 

Most  sizable  corporations  to- 
day -  including  over  90%  of  the 
firms  listed  on  the  New  \brk 
Stock  Exchange  —  carry  directors' 
and  officers'  liability  insurance 
in  amounts  ranging  from  $5 
million  to  $60  million  and 
more.  The  premiums  paid  usu- 
ally reflect  the  company's  rela- 
tive vulnerability  to  litigation. 

Corporate  targets 

What  makes  a  company  par- 
ticularly susceptible  to  litigation 
involving  directors  and  officers? 

Aside  from  sheer  size,  a 
company  with  a  number  of  un- 
profitable years  is  much  more 
likely  to  be  the  object  of  lawsuits 
than  is  a  consistently  profitable 
one.  Diversified  companies  are 
more  litigation-prone  than  those 
in  a  single  type  of  business,  as  are 
companies  engaged  in  acquisi- 
tions. And  publicly  held  compa- 
nies are  more  vulnerable  than  pri- 
vate or  closely  held  companies. 

Stockholders  and  stock- 


The  board  rooms  ''super  sleuths" 


One  of  the  most  effective  loss- 
prevention  measures  for  dealing 
with  directors'  and  officers'  liability 
is  the  audit  committee.  Usually 
composed  solely  of  outside  direc- 
tors, its  prime  functions 
are  to  evaluate  th 


formance  of  the  company's  inde- 
pendent auditors,  assure  the  ef- 
fectiveness of  internal  account- 
ing and  controls  systems,  and 
test  the  reliability  of  all  finan- 
cial information.  If 
the  committee 
successfully  fulfills 
these  obligations, 
it  can  hold  down  the 
liability  exposure  of 
the  board  —  as  well  as 
the  premiums  for  ha- 
il ity  insurance. 


holder  classes  are  frequent  plain- 
tiffs in  actions  brought  against 
publicly  held  companies  and 
their  directors.  Employees  and 
former  employees,  customers, 
government  agencies  and  prior 
owners  of  acquired  companies 
are  also  potential  plaintiffs. 

Directors'  and  officers'  lia- 
bility is  a  specialized  form  of  in- 
surance. INA  is  one  of  the  major 
carriers  providing  this  coverage 
for  companies  of  all  sizes  and  is 
able  to  meet  the  specialized 
needs  of  larger  companies  for 
such  protection. 

*  *  * 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the 
largest  component  of  INA 
Corporation's  international  net- 
work of  insurance  and  financial 
service  companies.  In  property 
and  casualty  insurance  and  risk 
management  services,  life  and 
group  insurance,  health  care 
management,  and  investment 
banking,  INA  and  its  affiliated 
companies  offer  a  unique  combi- 
nation of  products  and  services 
to  business  and  industry  around 
the  world. 

INA  insurance  products  and 
services  are  available  through  se- 
lected independent  agents  and 
brokers.  For  an  informative 
booklet  on  current  trends  in  di- 
rectors' and  officers'  liability, 
write  INA,  1600  Arch  Street, 
Philadelphia,  Pa.  19101. 


INIV 

The  Professionals 


WHEREVER  IN  THE  WORLD 
YOU  DO  BUSINESSrYOU  GET  A  lOT  MORE  FROM 
BANKOFAMERKATHAN  JUSTCREDIT. 

At  Bank  of  America  you  get  all  the  financial  services  you'd  expect 
from  one  of  the  world's  largest  banks.  But  you  get  more  than  that— and  you 
get  it  fast! 

Fbr  instance,  we've  streamlined  our  organizational  structure  so  that 
now  you  can  get  the  decisions  you  need  right  on  the  spot  in  your  part  of  the 
world.  And  we've  established  a  sophisticated  communications  network  that 
even  uses  satellites  to  speed  up  the  process  of  gathering  financial  information 
for  you  from  all  over  the  world. 

But  best  of  all  when  you  deal  with  Bank  of  America,  you  get  a  total 
commitment  to  quality.  Our  people  are  carefully  trained  to  be  responsive  to 
the  needs  of  each  and  every  customer.  Take  our  industry  specialists.  They 
each  know  just  about  everything  there  is  to  know  concerning  the  industry 
in  which  they  specialize.  And  their  experience  and  advice  are  yours  for 
the  asking. 

So  whether  you're  a  cotton  grower  in  the  United  States  or  a  textile 
manufacturer  in  Thailand,  come  to  us  for  any  kind  of  banking  assistance 
you  may  need.  And  see  how  M  1"^ 

much  more  you  get  at  BAN  KOF  AM  E  Rl  CA  Ol 

Bank  of  Amenca.  World  Banking  Division. 

On  the  spot  when  you  need  us. 


Our  North  American  Division  can  provide  crop  production  financing 
for  U.S.  cotton  and  our  Asia  Division  can  finance  the  equipment  for  the  milling  of  the  cotton  in  Thailand. 


Statistical  Spotlight 


Percentage 

Fiscal 

rcf  Cell  Lay  C 

P/E 

Variation  of 

Recent 

1977 

Analysts' 

Analysts' 

Increase  of 

Based  on 

Earnings 

Price  of 

Earnings 

Estimates  of 

Estimates  of 

1979  over 

1979  Earnings 

Estimates* 

Company 

Common 

Per  Share 

Fiscal  1978  EPS 

Fiscal  1979  EPS 

1978 

Estimates 

Financial  Federation 

32 

$  5.24 

$  6.06 

$  6.23 

2.8 

5.1 

2.5 

4.4 

Beico  Petroleum 

39 

5.51 

7.40 

7.58 

2.4 

5.1 

4.1 

2.9 

Great  West  Fin 

32 

4.95 

5.82 

6.32 

8.6 

5.1 

2.0 

5.1 

Tesoro  Petroleum 

10 

-5.52 

1.83 

2.00 

9.1 

5.1 

9.6 

0.0 

Crocker  Natl 

29 

4.35 

5.11 

5.66 

10.6 

5.1 

2.3 

3.6 

Household  Finance 

21 

2.90 

3.63 

4.07 

12.1 

5.1 

3.4 

3.7 

Bank  of  Va 

17 

2.58 

2.86 

3.36 

17.4 

5.1 

4.1 

0.0 

U  S  Fidelity  &  Guar 

34 

5.85 

6.86 

6.64 

-3.1 

5.1 

4.7 

7.5 

Overseas  Shiphold 

26 

4.12 

4.95 

5.01 

1.4 

5.2 

2.1 

7.0 

Gibraltar  Fin 

19 

2.97 

3.38 

3.64 

7.7 

5.2 

2.6 

4.8 

McLean  Trucking 

19 

2.74 

3.21 

3.60 

12.1 

5.2 

3.9 

0.0 

Beneficial 

26 

3.64 

4.40 

4.91 

11.5 

5.2 

3.2 

7.3 

U  S  Home 

11 

1.33 

2.03 

2.16 

6.2 

5.3 

9.8 

14.2 

NN 

29 

4.33 

5.31 

5.55 

4.5 

5.3 

3.9 

7.6 

INA 

46 

6.64 

8.26 

8.65 

4.8 

5.3 

3.8 

6.7 

Coastal  States  Gas 

20 

3.56 

3.33 

3.72 

11.7 

5.3 

7.0 

0.0 

Federal  Co 

37 

5.42 

6.94 

7.00 

0.9 

5.3 

22.1 

0.0 

Studebaker-Worth 

67 

10.18 

13.28 

12.54 

-5.5 

5.3 

23.8 

9.1 

Earth  Resources 

17 

2.70 

2.15 

3.20 

48.8 

5.3 

4.7 

0.0 

Chemical  New  York 

43 

7.03 

7.46 

8.18 

9.6 

5.3 

1.1 

3.2 

IntI  Harvester 

40 

6.92 

6.79 

7.59 

11.9 

5.3 

5.0 

8.9 

Western  Pacific  Inds 

37 

6.34 

6.23 

7.00 

12.3 

5.3 

8.8 

12.1 

Craig 

13 

2.23 

2.40 

2.50 

4.2 

5.3 

11.7 

0.0 

Hyster 

42 

5.04 

7.86 

7.78 

-1.0 

5.4 

10.0 

7.4 

Suburban  Propane 

19 

2.95 

3.32 

3.55 

7.0 

5.4 

9.6 

2.0 

National  Detroit 

31 

4.71 

5.34 

5.70 

6.7 

5.4 

2.3 

3.3 

Tenn  Val  Bancorp 

12 

1.80 

2.00 

2.30 

15.0 

5.4 

13.2 

6.1 

Allis-Chalmers 

35 

5.52 

5.97 

6.59 

10.4 

5.4 

5.2 

4.5 

Global  Marine 

17 

-1.56 

1.74 

3.09 

77.7 

5.4 

27.3 

20.4 

Continental  Corp 

27 

4.69 

5.12 

4.98 

-2.8 

5.4 

3.7 

7.3 

Russ  Togs 

12 

1.40 

1.72 

2.20 

28.2 

5.4 

7.3 

0.0 

La-Z-Boy  Chair 

13 

1.85 

2.20 

2.50 

13.6 

5.4 

7.7 

0.0 

Equitable  S&L  Assn 

31 

5.01 

5.67 

5.75 

1.3 

5.4 

2.0 

7.4 

Van  Dorn 

15 

2.27 

2.57 

2.75 

6.7 

5.4 

1.4 

2.8 

Salant 

8 

1.58 

1.53 

1.50 

-2.2 

5.4 

11.5 

0.0 

Cummins  Engine 

37 

8.22 

7.62 

6.87 

-9.8 

5.4 

8.9 

11.3 

Grumman 

19 

4.04 

3.40 

3.45 

1.4 

5.4 

11.9 

4.3 

Royal  Dutch  Petro 

65 

11.73 

10.27 

11.92 

16.1 

5.4 

7.2 

9.8 

Monogram  Inds 

25 

3.23 

3.76 

4.62 

22.9 

5.4 

5.3 

0.0 

E-Systems 

27 

4.84 

4.42 

5.01 

13.3 

5.4 

4.3 

7.2 

Sun  Co 

44 

7.27 

7.54 

8.15 

8.0 

5.4 

4.1 

6.2 

Northern  Natural  Gas 

36 

6.11 

6.30 

6.65 

5.7 

5.4 

4.1 

5.0 

Chubb 

36 

5.41 

6.66 

6.59 

-1.1 

5.5 

4.1 

8.0 

Fairchild  Inds 

33 

2.05 

4.54 

5.99 

31.9 

5.5 

16.1 

12.7 

Ethyl 

24 

4.29 

4.39 

4.48 

2.0 

5.5 

2.9 

5.6 

Marathon  Mfg 

26 

2.81 

3.75 

4.81 

28.3 

5.5 

6.1 

7.4 

Central  Soya 

15 

0.80 

2.07 

2.67 

29.0 

5.5 

5.5 

10.8 

Burlington  Northern 

44 

5.74 

7.97 

8.05 

1.0 

5.5 

6.2 

13.7 

Ogden 

35 

5.16 

5.92 

6.38 

7.7 

5.5 

3.4 

4.9 

South  Carolina  Ins 

23 

3.49 

4.02 

4.15 

3.2 

5.5 

2.7 

10.9 

Smith's  Transfer-Va 

22 

3.59 

3.59 

3.97 

10.3 

5.5 

3.1 

6.6 

cone  Mills 

28 

6.77 

6.27 

5.00 

-ZO.Z 

O.O 

12.5 

0.0 

Missouri  Pacific 

58 

8.59 

9.45 

10.44 

10.5 

5.5 

3.7 

4.4 

American  Reinsur 

40 

4.94 

6.77 

7.32 

8.2 

5.5 

1.8 

8.6 

South  Carolina  Natl 

20 

2.77 

3.27 

3.57 

9.2 

5.5 

3.2 

4.3 

Mission  Ins  Group 

40 

4.65 

6.51 

7.26 

11.5 

5.5 

4.5 

10.2 

Safeco 

43 

7.39 

8.01 

7.70 

-3.8 

5.6 

5.5 

5.1 

'Percentages  range  around  the  average  in  which  two-thirds  of  analysts'  estimates  fall.  The  lower  the  percentage,  the  greater  the  agreement 

among  the  analysts. 
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Statistical  Spotlight 


Percentage 


Fiscal 

Average  of 

Average  of 

Percentage 

P/E 

Variation  of 

Recent 

1977 

Analysts' 

Analysts' 

Increase  of 

Based  on 

Earni 

ngs 

Price  of 

Earnings 

Estimates  of 

Estimates  of 

1979  over 

1979  Earnings 

Estimates* 

Company 

Common 

Per  Share 

Fiscal  1978  EPS 

Fiscal  1979  EPS 

1978 

Estimates 

1978 

1979 

Atlanta  Gas  Light 

16 

$  2.95 

$  2.88 

$  2.92 

1.4 

5.6 

12.2 

15.7 

Charter  N  Y 

35 

5.19 

5.70 

6.30 

10.5 

5.6 

1 .9 

9.0 

St  Louis-San  Fran  Ry 

40 

6.38 

7.06 

7.27 

3.0 

5.6 

4.5 

4.9 

32 

3.30 

4.74 

5.70 

20.3 

5.6 

3.8 

8.5 

M^rvlanH  IMatinnal 

ITIOI  ylCII  t%M   1  «  CI  (.1 VI  Idl 

19 

2.63 

3.08 

3.50 

13.5 

5.6 

1.9 

0.0 

Transamerica 

18 

2.53 

2.96 

3.24 

9.6 

5.6 

3.8 

3.3 

Wells  Fargo 

30 

4.03 

4.83 

5.42 

12.3 

5.6 

6.4 

4.5 

Con  Ed  N  Y 

25 

4.53 

4.23 

4.41 

4.3 

5.6 

1 .9 

4.2 

Zdyr6 

15 

2.33 

2.49 

2.62 

5.3 

5.6 

5.9 

28.3 

26 

3.85 

4.47 

4.71 

5.4 

5.6 

4.7 

7.8 

Levi  Strauss 

38 

5.87 

6.17 

6.69 

8.3 

5.6 

2.2 

3.9 

20th  Century-Fox 

36 

6.52 

7.24 

6.30 

-13.0 

5.7 

10.5 

11.8 

Colonial  Life  &  Acc 

17 

2.19 

2.62 

2.95 

12.7 

5.7 

4.0 

2.4 

Jonathan  Logan 

14 

1.96 

1.90 

2.46 

29.5 

5.7 

7.9 

7.4 

Collins  8t  Aikman 

12 

1.85 

2.09 

2.06 

-1.1 

5.7 

8.1 

12.7 

Kerr  Glass  Mfg 

16 

1.83 

2.45 

2.83 

15.7 

5.7 

16.5 

21.8 

Westmoreland  Coal 

27 

2.62 

1.95 

4.69 

140.6 

5.7 

25.9 

8.3 

Moore  McCormack 

38 

4.13 

5.62 

6.67 

18.5 

5.7 

6.7 

5.5 

Republic  Steel 

27 

2.54 

4.89 

4.67 

-4.6 

5.7 

11.7 

20.8 

CleveTrust 

36 

5.14 

5.71 

6.30 

10.2 

5.7 

1.4 

4.3 

Cons  Freightways 

30 

4.24 

4.68 

5.24 

12.2 

5.7 

3.6 

5.6 

Kaiser  Alum  &  Chem 

39 

5.53 

6.90 

6.79 

-1.6 

5.7 

7.2 

12.2 

General  Tire 

28 

5.09 

4.90 

4.80 

-2.0 

5.8 

2.9 

8.0 

Alcan  Aluminium  Ltd 

36 

4.98 

6.63 

6.31 

-4.7 

5.8 

7.9 

14.3 

Brown  Group 

27 

3.61 

4.30 

4.75 

10.5 

5.8 

2.0 

0.0 

Wickes 

18 

2.55 

2.92 

3.10 

6.1 

5.8 

2.1 

12.4 

ERC 

39 

5.23 

6.57 

6.72 

2.3 

5.8 

12.3 

12.1 

First  Penna 

16 

2.10 

2.37 

2.75 

16.0 

5.8 

4.1 

4.8 

Security  Pacific 

39 

4.70 

6.05 

6.73 

11.1 

5.8 

4.5 

5.3 

IntI  Minerals  &  Chem 

39 

6.61 

6.58 

6.75 

2.6 

5.8 

4.1 

6.1 

Ohio  Casualty 

29 

4.66 

5.16 

4.96 

-3.9 

5.8 

3.1 

5.6 

J  Ray  McDermott 

28 

5.02 

4.27 

4.83 

13.0 

5.8 

7.2 

16.7 

Walter  Kidde 

36 

5.12 

5.68 

6.16 

8.4 

5.8 

2.5 

3.4 

Johns-Man  vi  Me 

32 

4.78 

5.55 

5.48 

-1.2 

5.8 

5.1 

10.4 

J  Walter  Thompson 

28 

3.36 

4.31 

4.81 

11.7 

5.8 

2.9 

1.4 

RTE 

14 

1.77 

2.12 

2.38 

12.2 

5.8 

2.4 

9.9 

PACCAR 

57 

9.15 

10.06 

9.83 

-2.3 

5.8 

5.5 

10.9 

Bankers  Trust  N  Y 

38 

5.06 

5.84 

6.59 

12.8 

5.8 

6.3 

6.5 

Bethlehem  Steel 

25 

-10.27 

4.05 

4.30 

6.3 

5.8 

30.4 

28.6 

El  Paso 

17 

2.24 

2.22 

2.93 

32.2 

5.8 

3.8 

7.4 

Arizona  Bank 

17 

1.84 

2.56 

2.95 

15.2 

5.S 

6.4 

2.4 

Combined  Ins 

19 

2.59 

2.86 

3.18 

11.4 

5.9 

1.4 

2.3 

Koehring 

21 

3.03 

3.30 

3.56 

8.1 

5.9 

5.3 

1.8 

StanririrH  Rpai^tpr 

27 

4.11 

4.43 

4.60 

3.8 

5.9 

2.6 

A  A 
0.0 

Rexnord 

18 

2.67 

2.79 

3.06 

9.7 

5.9 

7.2 

10.3 

United  Services  Life 

16 

2.16 

2.47 

2.78 

12.8 

5.9 

3.1 

2.7 

IntI  Multifoods 

20 

2.83 

3.06 

3.48 

13.7 

5.9 

3.1 

5.0 

Easco 

24 

3.00 

3.59 

4.16 

16.0 

5.9 

2.3 

1.3 

Lionel 

7 

0.68 

0.90 

1.25 

38.9 

5.9 

ill 

n.i 

1  1  '3 
1  1 .0 

Northern  Trust 

40 

5.11 

5.83 

6.85 

17.4 

5.9 

2.6 

8.3 

Transcon  Lines 

10 

1.06 

1.51 

1.77 

17.4 

5.9 

10.2 

10.0 

Kaiser  Cement 

26 

2.95 

4.07 

4.48 

9.9 

5.9 

6.0 

9.3 

General  Dynamics 

83 

9.51 

4.23 

14.02 

231.6 

5.9 

228.9 

9.6 

Certain-teed 

24 

3.68 

4.05 

4.03 

-0.7 

5.9 

4.9 

12.2 

Sunbeam 

22 

3.01 

3.29 

3.67 

11.4 

5.9 

4.5 

3.1 

American  Stores 

36 

5.03 

6.06 

6.00 

-1.0 

5.9 

8.9 

0.0 

Harris  Bankcorp 

32 

4.49 

4.82 

5.43 

12.7 

5.9 

2.0 

2.7 

Borg-Warner 

34 

4.93 

5.84 

5.74 

-1.7 

5.9 

1.5 

6.8 

'Percentages  range  around  the  average  in  which  two-thirds  of  analysts'  estimates  fall.  The  lower  the  percentage,  the  greater  the  agreement 
among  the  analysts. 
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Wouldn't  you  know  K? 
The  energy  answers  are 
right  in  our  own  baclc yard. 
G>al  and  nuciear  power. 


America  has  been  finding  good 
solid  answers  to  our  problems  right 
here  at  home  for  two  centuries. 
And  we'll  continue  solving 
problems  unless  we  run  out  of 
energy.  Our  available  natural  gas 
supplies  have  diminished,  and 
imports  are  providing  about 
half  of  the  oil  we  consume.  We 
must  make  the  best  possible 
use  of  our  available  domiestic 
energy  sources— coal  and  nuclear 
fuel.  And  the  nuclear-fueled 
breeder  reactor  is  one  of  the  most 
promising  energy  technologies 
because  it  produces  more  fuel 
than  it  consumes. 

At  IVIiddle  South  Utilities,  we  re 

doing  something  about  the  energy 
situation  now.  We  have  a  network 
of  generating  plants  using  a 
diversity  of  fuels— including  our 
region's  first  nuclear  unit,  a  second 
due  for  commercial  operation 
this  year,  our  first  coal  unit  next 
year,  and  other  nuclear  and  coal 
units  under  construction.  While  we 
are  moving  toward  greater  use  of 
the  most  available  fuels— coal 
and  nuclear— conservation  is 
playing  an  important  role  in  our 
total  energy  development  program. 


Our  Energy  Efficient  Home  and 

Zip-Up  programs,  which  can 
achieve  large  reductions  in 
residential  energy  use,  are  two 
examples.  We're  researching 
energy  alternatives  and  supporting 
studies  in  energy  storage, 
load  management,  and  other 
energy-related  areas. 

A  definite  energy  problem 
in  America  is  our  excessive 
dependence  on  oil  and  natural 
gas.  The  answers— right  in 
our  own  backyard— are  coal  and 
nuclear  power. 

At  Middle  South  Utilities,  we're 
making  energy  that  makes  sense. 


MIDDLE 

SOUTH  m 

UTILITIES 

Ar  kansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc. 


Command 
attention 
fast* 


STABIIOBOSS 

the  unique 

executive 
communicator 

You're  the  boss! 
When  you  get  your 
messages  across  with 
the  unique 

executive  communicator 
by  Schwan-STABILO. 
Its  durable  wedge-shaped 
fiber  tip  spreads  a  smooth, 
bright  fluorescent  line  wherever  you  want 
to  make  points.  Its  featherweight  case  fits 
hand  or  pocket  comfortably.  Its  twist-click 
cap  snaps  off  and  on  instantly.  There's 
nothing  like  STABILO  BOSS  to  command 
attention.  In  eye-catching  yellow,  orange, 
green,  rose,  red  and  blue.  Show  them  who's 
boss  I  You !  When  you  communicate  fast  with 
STABILO  BOSS.  From  Schwan-STABILO. 
Ivlakers  of  superior  writing  instruments  for  over 
100  years.  Available  singly,  in  handy  wallet 
pack  and  special  calendar  box  at  quality 
stationery  stores. 


SPECIAL 
WALLET 
PACK 
OFFER! 

4  samples  (yellow,  green,  orange,  rose) 
in  wallet  pack.  $  6.00  VALUE,  SEND  $  3.00 
for  postages  handling  to: 


[Si  Scliwan  STABHQ 


Swan  Pencil  Company,  Inc.,  Dept.  FO- 11 
221  Park  Avenue  South 
New  Yorl<,  N  Y.  10003  (212)  254-7950 
In  Canada  contact:  Heinz  Jordan.  Toronto 
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It's  Good  Logic,  But  Is 
It  Good  Business? 

How  crazy  can  the  acquisition  game 
get?  Here's  Pillsbury  paying  17 
times  earnings  for  a  pea-packer. 


By  HAROLD  SENEKER 

TnK  Pillsbury  Co.,  tendering  $37.25  a 
share  in  cash,  or  the  rough  e(}uivalent  in 
stock,  for  Green  Giant?  It  certainly  does 
not  look  like  the  brightest  corporate 
inove  ever  to  coine  down  the  pike.  That  s 
close  to  17  tiiTies  fiscal  1978  earnings  for 
a  vegctalfle  packer.  For  shares  that  were 
on  sale  for  as  low  as  I6V4  earlier  this  year 
(a  more  normal — given  today  s  market — 
8  times  earnings). 

Now  compare  that  for  a  moment  to  the 
current  R.J.  Reynolds  Industries,  Inc. 
offer  for  the  biggest  vegetable  packer, 
Del  Monte:  a  similar  cash-and-stock 
package  at  only  11.4  tiines  earnings 
Who  s  right  and  who  s  wrong?  Consider 
the  arguments: 

Del  .Monte  has  had  somewhat  lower 
earnings  in  the  past  two  years,  while 
Green  Giant  has  enjoyed  an  earnings 
turnaround  during  that  time.  Yet  if  the 
additional  21%  earnings  jump  Wall 
Street  analysts  estiinate  for  fiscal  1979 
does  come  to  pass  (that's  to  $2.70  a 
Green  Giant  share).  Green  Giant  will 
only  be  back  up  to  its  earnings  peak  of 
1974,  after  having  fallen  as  low  as  92 
cents.  Del  .Monte,  meanwhile,  ma\  be 
down,  but  it  s  down,  rather  modestly 
from  its  peak  ($4.43  in  fiscal  1976)  and 
before  that  the  $1.6  billion  company  had 
consistentK  grow  n  faster  than  Green  Gi- 
ant during  the  past  decade. 

R.J.R.,  then,  would  seem  to  have 
made  the  wiser  offer — by  far.  It  is  argued 
along  Wall  Stifct  that  Green  Giant  has  a 
better  consumer  franchise  and  a  bigger 
stake  in  the  faster-growing,  higher-profit 
frozen  foods  segment,  but  the  fact  is, 
"tired,  old  Del  Monte  still  earns  far 
more  per  sales  dollar  (3.3%  last  year  us. 
2.1%),  far  more  per  dollar  of  stock- 
holders' e(juity  (12.7%  v.s.  a  mere  8.8%) 
and  sports  a  lower  debt-to-ecjuity  ratio 
(56%  vs.  67%)  to  boot.  Somehow,  17  just 
doesn  t  look  (juite  right,  especially  when 
it  means  Pillsbury  will  be  borrow  ing  $70 
million  or  $80  million  at  current  bank 


rates  to  consmnmate  the  deal. 

All  this  points  up  how  anxious  Pills- 
bury is  to  make  a  major  accjuisition  in 
retail  foods.  The  Green  Giant  stock- 
holders have  doubtless  taken  the  money 
and  are  running  hard  for  the  bank,  as 
they  should.  .Vleanwhile,  it  would  seem 
Pillsbury  is  running  even  harder  from 
something  else. 

The  something  else,  paradoxically,  ap- 
pears to  be  its  own  success.  The  com- 
pany has  come  a  long  wa\  over  the  years 
from  the  dull,  old  mill-and-sell-a-bag-of- 
flour  days.  Its  revenues  iU"e  expected  to 
exceed  $1.9  billion  this  fiscal  year  (end- 
ing May  31)  and  its  earnings  to  reach 
$4.60  a  share  from  $4.07,  on  top  of  a  five- 
year  compounded  growth  rate  of  18.4%. 
Return  on  e<}uity  is  a  quite  respectable 
15%,  and  the  stock,  at  a  recent  43,  com- 
mands a  respectable  (in  this  market) 
multiple  of  9.4. 

Pillsbury,  while  staying  one  of  the 
largest  flour  millers,  long  ago  diversified 
out  into  a  broad  range  of  supermarket- 
oriented  products  and  into  restaurants. 

Especially  restaurants.  In  1973  its  fast- 
food  and  pie-shop  sales  were  $138.7  mil- 
lion and  operating  profits  were  $13. 9 
million.  In  fiscal  1978  they  were  $646.9 
million  and  $73.6  million,  respectively. 

And  that  s  just  the  problem.  The  geo- 
metric growth  of  Pillsbury  s  Burger  King 
chain,  plus  the  small  but  (}uite  promising 
Poppiii  Fresh  Pie  Shops  and  $150  mil- 
lion (estimated  sales)  Steak  &  Ale  chain 
accjuired.in  1976,  threatens  to  tip  the 
balance  of  the  company  .  "The  company 
has  made  a  policy  decision  to  prevent 
any  of  the  three  main  segments  of  its 
business — restaurants,  consumer  prod- 
ucts and  agri-products — from  becoming 
more  than  50%  of  operating  profits,  says 
William  .Maguire,  top  food  analyst  at 
BK  th  Eastman  Dillon.  T  figure  that  the 
restaurants  would  reach  that  point  in 
fiscal  1982  without  the  Green  Giant  ac- 
(juisition,  and  the  deal  pushes  that  back 
several  more  years.  Their  only  other  al- 
ternative to  making  more  acquisitions 
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Paper  weight 

jamming 
your  business? 

Let  Pitney  Bowes  free  it  up. 

If  you  haven't  noticed  yet,  the  Pitney  Bowes  has  been  creat-  ever  hope  to  do  by  hand, 

old  mailroom  ain't  what  it  used  to  ing  newer  and  better  ways  to  We've  always  known  how  im- 

be.  In  fact,  it's  the  pulse  of  today's  handle  your  paperflow  more  effec-  portant  the  mailroom  is  to  busi- 

efficiently  run  business.  tively.  With  machines  that  can  ness.  Because  we've  always  known 

It's  where  those  piles  of  paper  count  and  fold  and  collate  and  copy  that  business  runs  on  mail, 

and  mail  are  copied,  collated,  folded,  and  meter-stamp  and  address  and 

stuffed,  stamped,  counted,  ad-  open  neatly,  accurately  and  with  no 

dressed  and  delivered  day  after  aggravation, 
day  after  day  Much  faster  than  you  could  We  can  lighten  your  paper  weight. 

For  full  information,  write  us  Pitney  Bowes,  1735  Pacific  Street,  Stamford,  Connecticut  06904,  or  call  toll  free  any  time  800-243-5000  (In  Connecticut  1-800-882-5577.) 
Over  600  sales  or  service  points  throughout  the  U  S  and  Canada  Postage  Meters,  Ivlaiiing  Systems,  Copiers,  Labeling  and  Price  Marking  Systems 


sp  Pitney  Bowes 


would  be  to  slow  the  growth  of  ihc  res- 
taurant business,  and  they  certain!) 
aren't  going  to  do  that.  " 

Maguire  figures  the  restaurants  have 
an  internal  growth  rate  of  15%  to  17%  for 
the  foreseeable  future — five  years,  any- 
way— the  consumer  products  only  9%  or 
10%  and  the  cyclical  agri-products  (flour 
milling,  feed  mixes,  institutional  feeding 
and  so  forth)  an  irregular  5%  or  so. 

In  fact,  Pillsl)ur\'  seems  almost  to  be 
evolving  into  a  diversified  McDonald's. 
At  the  beginning  of  last  year.  Chairman 
William  Spoor  biought  in  Donald  Smith, 
until  then  .Vlcl^onald  s  number  three  ex- 
ecutive and  clearly  destined  for  the  top 
spot,  and  gave  him  near  carte  blanche  to 
run  Burger  King.  "I  think  he  was  attract- 
ed to  the  challenge  of  building  up  the 
number  two  chain  rather  than  just  main- 


Burger  Kings  results  seem  to  be 
benefiting  from  Smith  s  ministration.s — 
volume,  and  hence  the  chain  s  leveraged 
margins,  are  rising — as  it  and  .McDon- 
ald's grow  more  alike.  But  at  the  same 
time  Wendy  s  is  pla\  ing  catchup  in  the 
third  position  and  playing  it  well,  with  a 
total  of  1,3(X)  c()mpan\  or  franchise  out- 
lets now,  compared  with  2,200  for  Bur- 
ger King  and  5,(X)0  for  .McDonald  s. 
Wendy's  offers  a  bigger,  allegedK  bet- 
ter-tasting hamburger  and  a  less  plastic 
ambience  at  a  higher  price. 

There  is  some  speculation  that 
W'endy  s  may  yet  overtake  Burger  King 
in  the  number  two  spot.  It  has  opened 
about  as  man\  outlets  as  Burger  King  in 
the  past  five  years  but  has  done  it  while 
accelerating  from  near-zero,  while  Bur- 
ger King  built  from  the  base  of  nearly 


then?  "There  s  no  way  Burger  King  is 
going  to  catch  .McDonalds,  chorus 
Street  analvsts,  and  it's  hard  to  fault 
them  on  this  one.  "McDonald's  is  just 
too  far  ahead  and  too  well  run.' 

So  Burger  King  will  at  best  play  Ford 
to  McDonald  s  General  .Motors  someday 
and  conceivably — who  knows'? — could 
even  find  itself  playing  Chrysler  to 
Wend\"s  Ford,  instead.  The  Golden 
Arches  are  more  profitable  too — 26.5% 
return  on  equity,  vs.  a  lesser,  if  still 
excellent,  19.2%  at  Pillsbury's  restau- 
rants. And  McDonald's  debt  ratio  is  a 
more  conservative  1.1  to  1,  compared  to 
1.4  to  1  at  Pillsbury's  restaurants.  In 
return  on  revenues,  .McDonald's  shows 
an  even  more  impressive  advantage; 
9.7%  vs.  the  Minneapolis  firm's  4.1%. 

So  when  the  ball  is  over,  someday, 
and  e\'er\  body  s  margins  get  squeezed  in 
a  surfeited  burger  market,  being  a  less 
profitable  number  two — or  worse  yet, 
number  three — is  likely  to  prove  painful. 
VVlien  the  lean  years  finally  do  succeed 
the  fat,  there  had  better  be  a  lot  of 
substance  at  Pillsbur\  outside  Burger 
King  to  back  things  up. 

In  fact,  while  we're  on  the  subject  of 
long-run  risks,  there  s  another  far  more 
awesome  possibilit>'  to  think  about.  "The 
resources  devoted  to  raising  cattle  can- 
not continue  to  increase  along  with  the 
pressure  of  the  population  on  the  supply 
of  meat,  observes  Ernest  Watts,  an  ana- 
K  st  at  Union  Service  Corp. 

"In  the  long  run,  it  will  matter  that  it 
takes  7  pounds  of  grain  to  produce  1 
pound  of  beef,  and  onl\  4  pounds  to 
produce  1  of  pork.'  And,  he  added,  2 
pounds  of  grain  for  1  of  chicken  and  IV2 
pounds  for  a  pound  of  fish.  "I  anticipate 
cost  ma\  well  tend  to  shift  people  s  tastes 
a\\  a\  from  beef  in  time. 

\\'h\  not?  It  s  happened  before.  The 
staple  meat  in  this  countn,  was  pork,  not 
beef  until  the  late  19th  centur\,  when 
the  opening  of  the  range  countr\  and  the 
building  of  the  railroads  and  the  central 
stockyards  in  Chicago  and  elsewhere 
brought  the  consumer  price  of  beef 
down  to  a  competitive  level.  (That  early 
histor\  is  why  we  still  sa\  "bringing 
home  the  bacon  "  and  "living  high  on  the 
hog  instead  of  high  on  the  cow,  or 
bringing  home  the  burgers.) 

Diversify  before  trouble  hits  the  best 
part  of  your  business,  not  after — that's 
the  apparent  logic  that  goads  Pillsbun. ,  a 
growing  company  whose  stock  sells  at 
under  10  times  earnings,  into  paying  17 
times  earnings  for  cyclical  Green  Giant. 
(We  say  "apparent'  because  Pillsbury, 
seemingK  embarrassed  by  the  high  price 
it  is  paying  for  Green  Giant,  won  t  talk  at 
all.)  The  trouble  is  that,  in  business, 
"'logic'  tannot  be  separated  from  price. 
It  will  take  a  long  time  and  a  lot  of  hard 
work  before  Pillsburv  can  make  Green 
Giant  worth  the  S165  million  that  Pills- 
burv is  paying  for  it.  ■ 


FSK'vk'^'^'"^  V  '^xT —  '-J*"^'- 


taining  the  number  one,  explains  Rob- 
ert Cummins,  Pillsbury  analyst  at  Loeb 
Rhoades.  Now  that  Sinith-from-McDon- 
ald's  is  in.  Burger  King  is  going  after  the 
family -and-kids  market  that  was  always 
.McDonald  s  forte:  There  s  the  Burger 
King  king  now,  in  the  flesh,  who  visits 
outlets,  does  magic  tricks  and  competes 
with  Ronald  .McDonald,  and  there  are 
Darth  Vader  take-  em-home  glasses,  and 
a  broad  program  to  remodel  the  stores 
appearances  for  mommas  sensibilities. 
Some  outlets  are  even  experimenting 
with  breakfast  items,  a  la  Egg  McMuffin. 
There  are  some  differences,  too:  a 
'  steak "  sandwich,  for  example,  to  build 
up  the  dinner  trade  and  defend  Burger 
King's  typically  adult  or  adolescent  male 
market  from  upstart  Wendy's  Interna- 
tional. Taken  all  together,  the  changes 
are  dubbed  "Operation  Grand  Slam. 
(Meanwhile,  McDonald  s  has  begun  ex- 
perimenting v\ith  a  chopped  meat 
"steak"  sandwich  to  compete  with  both 
Burger  King  and  Wendy's.) 


1,000  it  already  had  in  fiscal  1973.  .More- 
•  over,  Wendy  s  offers  an  attractive  fran- 
chise package  that  drawls  the  most  desir- 
able operators.  Wendy's  is  already  more 
profitable,  not  only  in  margins  but  also  in 
absolute  dollars,  than  Burger  King, 
though  its  apparent  great  prosperity  still 
includes  a  bigger  proportion  of  new  -fran- 
chise fees. 

Nobody  sees  the  slightly  surreal  busi- 
ness of  purveying  billions  of  hot,  grayish- 
black  disks  of  chopped  meat  as  maturing 
any  time  soon,  yet  the  jockey  ing  for  mar- 
ket position  that  has  begun  may  well  be 
the  first  intimation  that  high  noon  has 
come  and  gone.  The  chains  must  take 
each  other  into  account  now,  where  be- 
fore each  could  nearly  ignore  the  others. 
And  in  the  long  run,  three  large  compa- 
nies cannot  keep  growing  forever  at 
these  high  rates — 29%  for  Burger  King. 
22%  for  McDonald  s  and  especially  127% 
for  Wendy  s  sales. 

And  once  the  Umits  of  the  public  s 
appetite  for  burgers  is  approached,  what 
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Man-made  webs,  like  the  spider's,  take  shape 
but  one  step  at  a  time. 


From  vaulted  dome  to  underground  pipeline,  massive  dam  to  giant 
bridge  or  utility  system,  no  construction  project  can  be  completed  faster  than  its 
separate  elements  can  be  organized  and  assembled. 

To  perform  the  back-breaking  jobs,  the  hauling,  lifting,  and  setting  into 
place,  FMC  manufactures  a  world-renowned  family  of  Link-Belt®  cranes. 
Mounted  on  tires,  crawlers,  traveling  gantry  or  stationary  towers,  they 
incorporate  engineering  advances  available  in  no  other  cranes. 

To  dig  the  foundations,  footings,  or  trenches  with  which  all  projects 
begin,  FMC  markets  an  equally  versatile  line  of  hydraulic  excavators. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  construction  and 
mining  equipment,  material  handling  systems,  food  and  agricultural  machinery, 
industrial  and  agricultural  chemicals.  Write  FMC  Corporation,  200  East  Randolph 
Drive,  Chicago  60601.  Or  call  800-621-4500  (in  Illinois:  312-861-5900). 


•FMC 


MEMO  FROM 

MARSH  &  Mclennan 


El-en  before  new  forms  of  energy  enter  our  lii-es.  Marsh  A:.  McLennan  pioneers  the  insurance  that  helps  make  them  possible. 


Blackouts,  brownouts,  and  fuel 
shortages  ha\'e  made  it  \  er\'  clear 
Today  s  energ\'  problems  will  be- 
come even  more  se\ere  in  the  near 
future,  unless  new  energy  sources 
are  found  and  new  technology* 
is  developed. 

But  that  creates  stilJ  another 
set  of  complicated  problems  that 
need  answers. 

WTio  will  invest  the  \'ast  sums  for 
the  exploration  and  experimenta- 
tion that  are  essential  to  a 
genuine  solution? 


Energy 

for  the  eighties: 
it  calls  for 

innovative  insurance 
planning  right  now 
to  make  the 
investment  risks 
worth  taking. 


i 


Zan  sufficient  incentive  be  pro- 
/ided  for  such  costly  and  long- 
:erm  investments? 

Zan  these  investments  be  pro- 
ected.  and  where  will  that  protec- 
ion  come  from? 

3nce  solutions  to  these  problems 
ire  found,  real  progress  can 
DC  made. 

rhe  role  of  insurance 
n  energy  development. 

Before  the  enormous  investments 
n  new  energy  sources  can  be 
indertaken,  corporations  must 
nake  certain  their  investments 
ire  protected  against  loss.  Here  is 
vhere  Marsh  &  McLennan,  a 
skilled  insurance  broker  can 
nake  an  invaluable  contribution 
o  corporate  planning. 

\t  Marsh  &  McLennan,  we  have 
he  skills  and  the  people  to  handle 
artually  every  kind  of  coverage  — 
vorldwide.  This  ability  to  nego- 
iate  complicated  insurance 
)rograms  becomes  more  and 
no  re  important  each  day  as  the 
ost  to  bring  complex  new  energy 
acilities  on  stream  continues  to 
ncrease  dramatically. 

'inding  the  appropriate  coverage 
n  the  insurance  and  reinsurance 
narketplace  or  developing  viable 
Jtemative  solutions  —  such  as 
elf-insurance  programs  for  our 
nergy  industry  clients  —  is  a  long 
radition  at  Marsh  &  McLennan. 

We  pioneered  in  the  develop- 
nent  of  insurance  protection  for 
lew  energy  ventures  rsinging 
'om  coverage  for  some  of 
jiicrica's  earliest  oil  wells  to 
)clay's  mammoth  offshore  rigs. 

We  provide  our  clients  with 
ssential  insurance  protection  for 
(' Derating  plants,  whether  fossil 
1(1  or  nuclear:  for  oil  and  gas 
ipclines;  and  for  mining  and 
rilling  operations  in  some  of  the 


\iarsh& 
^fCLennan 


most  remote  and  inaccessible 
places  in  the  world. 


•  Looking  ahead,  we  have  turned 


1977  1978  1979  1980  1981 
ACTUAL      '  PLANNED  ' 

Source:  McGraw-Hill  Publications  Co 


our  attention  and  resources  to 
assisting  those  companies  explor- 
ing potential  energy  sources  as 
disparate  as  tar  sands,  tides,  wind 
and  the  sun. 

For  everyone  interested  in  the 
bottom  line,  our  point  is  simply 
this:  Marsh  &  McLennan  has 
been— and  continues  tobe  — 
deeply  involved  in  helping  com- 
panies plan  for  the  new  energy 
sources  America  needs.  By  provid- 
ing the  kinds  of  insurance  cover- 
age essential  for  new  technology 
in  the  energy  field,  we  help  ensure 
an  energy  supply  for  the  con- 
tinued growth  of  other  U.S.  indus- 
tries and  businesses. 

Marsh  &  McLennan 
makes  its  pledge. 

Marsh  &  McLennan  knows  that 
insurance  and  protection  of  in- 


vestment capital  are  vital  to  the 
success  of  most  every' business  — 
including  the  vital  business  of 
energy  development.  Over  100 
years  ago,  we  pledged  to  help  busi- 
nesses protect  their  capital  assets. 
That  pledge  still  stands.  That  we 
are  today  the  world's  leading 
insurance  broker  is  a  continuing 
vote  of  confidence  from  a  growing 
list  of  clients. 

It  is  this  great  reservoir  of 
experience  that  we  are  able  to  tap 
on  your  behalf  whatever  your 
industry,  whatever  your  size, 
whateveryour  needs. 


//you  iLX)uld  like  to  know  more 
about  how  we  can  help  you,  send 
for  booklet  "Energy  for  the 
Eighties."  Write  to:  Dept.  700-FB  , 
Marsh  i%  McLennan.  Incorpo- 
rated. 1221  Avenue  of  the 
Americas.  New  York.  New  York 
10020. 


Exijerts  like  these  are  ready  to  put  tlieir skills 
lo  imrkon  your  helmlj. 


*  1978.  Marsh  S  McLennan.  Incorporated 


Return  Of  The  Dodo 


Years  ago  America's  electronics  makers  gave  up  radio  for 
dead.  That's  too  bad,  because  sales  are  booming  again. 


Americans  are  buying  radios  like  hot- 
cakes.  More  than  40  milhon  units  (not 
including  13  miUion  car  radios)  were  sold 
in  1977,  up  30%  from  1976.  And  this 
year's  $560  million  in  sales  will  establish 
a  new  record. 

That  ought  to  be  music  to  the  ears  of" 
U.S.  manufacturers.  The  only  trouble  is 
that  there  aren  t  any  domestic  producers 
left  worth  mentioning.  Once-proud 
names  like  Atwater  Kent  and  Stromberg- 
Carlson  passed  from  the  scene  in  1936 
and  1963  respectively,  and  Philco  and 
RCA  got  out  of  the  business  early  in  the 
1970s.  General  Electric  still  has' 25%  of 
the  market,  but  all  its  sets  are  made  by 
affiliates  in  Hong  Kong  and  Singapore. 
Most  other  radios  selling  here  today  are 
also  being  made  in  the  Orient — by  Japa- 
nese giants  like  Matsushita  Electric  In- 
dustrial Co.  (Panasonic)  and  Sony  Corp. 
and  by  smaller  firms  in  South  Korea  and 
Taiwan. 

"Yeah,  it  wasn  t  too  many  years  ago 
that  people  were  saying  the  radio  busi- 
ness was  dead,  "  smiles  Ray  Gates,  an 
executive  at  Panasonic,  which  has  almost 
20%  of  the  market.  "Not  only  isn't  it 
dead,  it's  a  damn  good  business.' 

American  makers  gave  up  on  radio  for 
rea.sons  that  seemed  to  make  sense  at  the 
time:  Cheap  labor  abroad  made  foreign 


competition  formidable.  There  seemed 
to  be  more  money  in  making  televisions. 
Finally,  the  radio  market  didn  t  seem  to 
be  going  anywhere.  Radio  programming 
was  dull  compared  with  television.  Radio 
sales,  which  totaled  32  million  units  in 
1967,  fell  slightly  to  31  million  in  1976. 

But  all  that  has  recently  changed.  Net- 
work radio  programming  is  experiencing 
a  strong  revival  (Forbes,  Oct.  30).  Per- 
haps more  importantly,  the  tinny, 
cheap,  one-  and  two-band  radios  of  yes- 
teryear have  been  supplanted  by  high- 
quality  products  sporting  a  variety  of 
features. 

Clock  radios  accounted  for  40%  of 
1977  radio  sales  as  the  arrival  of  light- 
emitting  diodes  (LEDs)  and  digital 
clocks  created  new  demand.  Other  new 
radios  now  come  equipped  with  bands 
that  pick  up  weather,  police  calls  or  the 
sound  tracks  of  TV  channels.  ( 'The  TV 
band  appeals  particularly  to  college-age 
females  who  don  t  want  to  miss  their 
soap  operas,  asserts  Tom  McAuliffe, 
product  manager  for  GE  s  audio  prod- 
ucts departn)ent.)  Sony  now  ofiers  a  32- 
band  radio  featuring  29  shortwave  bands 
plus  3  other  bands  and  sells  for  $1,895. 

But  the  fastest  growing-— and  one  of 
the  most  profitable — of  the  hybrid  units 
is  the  portable  AM/FM  radio  with  a 


built-in  cassette  tape  recorder  selling  for 
betvN'een  $39  and  $179.  Slung  over  teen- 
agers' shoulders  from  coast  to  coast, 
these  units  make  up  a  $120  million  mar- 
ket that  is  growing  much  faster  than  the 
radio  industry  itself.  Many  of  the  radio- 
cassette  producers  are  the  same  compa- 
nies that  make  conventional  radios.  But 
usually  the  radio-cassettes  are  consid- 
ered part  of  their  tape  divisions,  and 
sales  aren't  included  in  the  $.560  million 
figure  for  the  radio  market. 

Radio  marketers  expect  a  further  boost 
in  sales  in  the  next  few  years  when  sets 
featuring  AM  stereo  are  introduced. 
Manufacturers  haven't  yet  learned  how 
to  produce  an  AM  stereo  signal  that  can 
be  picked  up  clearly  on  existing  monau- 
ral AM  sets.  Once  that  final  bug  is  ironed 
out,  sales  should  zoom. 

Although  GE  and  Panasonic  dominate 
the  industry  (accounting  for  40%  of  the 
radio  market),  the  resurgence  of  radio 
sales  has  benefited  a  host  of  other  com- 
panies as  well,  including  Soundesign, 
Sanyo,  Lloyds  and  Emerson  Radio  (Ma- 
jor Electronics  bought  the  name  from 
National  Union  Electric  in  1974).  None 
of  these  firms  has  more  than  6%  of  the 
market,  but  all  of  them  are  making  good 
money  in  a  business  that  had  been  all  but 
written  off  a  decade  ago.  ■ 


Don't  Tou< 

Now  THAT  digital  clock  radios  look  like  something  out  of 
Star  Wars  and  portable  sets  have  all  kinds  of  sexy  features, 
a  lot  of  old  radios  wind  up  in  trash  cans  and  garage  sales. 
And  that  may  amount  to  throwing  money  away. 


Antique  Wireless  Association  museum  in  Bloomfield ,  .V.!". 


How  much  for  a  breadboard  in  mint  condition? 


h  The  Set 

Like  Mickey  Mouse  dolls,  comic  books  and  upright 
telephones,  old  radios  are  collectibles;  and  some  are  worth 
good  money.  Take  the  Atwater  Kent  "breadboard,"  a 
radio  with  all  its  components  mounted  on  a  rectangular 
wooden  board.  It  sold  in  the  1920s  for  $70.  One  in 
miserable  shape  now  goes  for  $100;  one  in  mint  condition, 
at  least  $500. 

There  s  even  an  Antique  Wireless  Association  whose 
1,900  members  collect  and  study  antique  radios.  Says 
President  Charles  Brelsford  of  Rochester,  N.Y.,  "It's  a 
hobby  that  has  been  growing  steadiK'  for  the  last  25  years, 
but  it  s  a  fact  that  the  value  of  these  radios  has  increased 
severalfold  over  the  last  ten  years.  " 

Nostalgia  is  obviously  part  of  the  charm.  Ralph  Miller,  a 
tele\  ision  and  radio  repairman  from  Boston,  says,  "When 
I  was  a  child  I  used  to  listen  to  a  1942  Emerson  Electric 
set.  A  couple  of  years  ago  I  found  that  same  model  and 
paid  $65  for  it — and  it  wasn't  even  working." 

Brelsford  points  out  that  radios  aren  t  the  only  electron- 
ic valuables  in  the  attic.  Earl\'  television  sets  are  now 
becoming  collectibles,  going  for  $200  or  more  for  a  par- 
ticularlv  rare  set  like  a  1946  RCA  ten-inch. 
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Mom  And  Pop's  Last  Stand 


Attention  all  you  reluctant  retirees,  hard- 
bitten individualists  and  organizational 
misfits:  There  is  still  a  place  in  the  American 
economy  for  a  small  businessman  with  a  better 
mousetrap — or  even  a  better  ashtray. 


By  JAMES  O'HANLON 

What  do  sunbeam  corp.  and  the  East 
New  York  Fancy  Basket  Co.  have  in 
common?  For  one  thing,  like  Mr.  and 
Mrs.  W.C.  Carpenter  s  Texas  Feathers, 
Inc.  of  Brownwood,  Tex.  (they  make 
feather  dusters)  and  the  Moore  Push-Pin 
Co.  of  Wyndmoor,  Pa.  (founder  Edwin 


Moore  invented  the  pushpin  in  1900), 
they  each  have  a  stake  in  one  of  Ameri- 
ca s  fastest  growing  big  businesses:  the 
estimated  $25  bilHon  (retail)  housewares 
market. 

Housewares  is,  heaven  knows,  a  broad 
category — everything  from  pots  and 
pans  to  microwave  cookware,  from  bean 
bag  furniture  to  sausage  stuffers.  The 


business  takes  in  corn  cutters,  doughnut 
makers,  egg  slicers  and  thumbtacks. 
Electric  appliances  like  the  popular  Cui- 
sinart  food  processor  are  housewares, 
but  so  are  bird  feeders,  rubber  dustpans, 
imported  woven  baskets  and  chopping 
blocks. 

About  half  the  industry  s  estimated 
$12  billion  wholesale  volume  is  manufac- 


A  Twenties  pots  and  pans  peddler  on  a  New  York  City  street 


From  a  tinsmith's  trade  to  $25  billion  worth  of  egg  slicers,  electric  gadgets  and  imported  baskets. 

FORBES,  NOVEMBER  13,  1978  147 


.\ ('(( ^  and  j mi  Weeks  of  Lcc  Mfii.  Co. 


$60,000  a  year  making  corn  cutters. 

tured  by  big  companies  like  $1.2  billion 
volume  Sunbeam,  the  $591  million  Hoo- 
ver Co.  and  giant  General  Electric  Co. 
But  the  other  hall,  a  staggering  array  of 
homemaking  gadgets,  decorative  kitsch, 
plastic  thingumajigs  and  clever  doodads, 
come  from  about  3,(K)0  small,  mostly 
family-run  corporations  throughout  the. 
countr\%  most  of  them  ranging  in  size 
from  $100,000  volume  a  year  to  about  $5 
million. 

What  s  most  surprising  is  that  the 
small-fry  sector  of  the  industr>  is  prob- 
ably grovnng  faster  than  the  big-business 
side.  Dolph  Zaplel,  managing  director  of 
the  National  Housewares  .Manufacturers 
Association,  says  he  gets  five  or  six  calls  a 
day  for  space  at  his  semiannual  National 
Housewares  Exposition  from  companies 
he  s  never  heard  of  "Opportunities  for 
small  entrepreneurs  in  this  business  are 
still  opening  up,"  says  Zapfel.  "For  one 
thing,  it  doesn  t  take  much  capital  to  get 
started.  Somebody  designs  a  better 
crepe  pan  or  an  omelette  pan  and  they 
are  in  business. 

The  spark  is  a  constantK  growing  de- 
mand b\  American  consumers  for  vari- 
ety', color,  design  and  ingenuit)-  in  the 
way  they  live  and  work  at  home.  Before 
the  end  of  World  War  U  the  U.S. 
housewares  industry  was  largeK'  a  few 
medium-size  manufacturers  turning  out 
pots  and  pans,  shower  curtains  and  bath- 
room scales.  No  more.  Today  competi- 
tion between  small  specialized  manufac- 
turers and  importers  offers  Americans  a 
greater  variet\-  of  housewares  than  the 
high-overhead  big  companies  could  ever 
hope  to  deliver. 

Trade  shows  like  Zapfel's  National 
Housewares  Exposition  held  at  Chica- 
go s  huge  McCormick  Place  are  the  key. 
They  offer  small  entrepreneurs  a  central- 
ized marketplace  to  show  their  wares  to 
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important  buyers  for  big  department 
store  chains,  premium  companies,  gift 
catalogs,  housewares  distributors  and 
even  small  mom-and-pop  retail  stores. 
Small  bdsiiiessmen  also  use  the  shows  to 
contact  manufacturers'  representatives, 
sales  agents  vsho  in  man\  cases  take  the 
place  of  an  in-house  sales  force  for  small 
manufacturers,  in  return  for  a  3%  to  7% 
sales  commission. 

Take,  for  example,  Vlamnee,  Ohio- 
based  Roll  Dippers  Co.,  owned  and  op- 
erated by  the  Funka  brothers,  Thomas, 
43,  and  (Clifford,  41.  The  Funkas  make 
13  different  ice  cream  scoopers  in  three 
different  lines,  jobbing  out  the  basic 
manufacturing  to  a  tool  and  die  factor). 
At  their  own  15-employee  warehouse 
they  refinish  the  scoopers,  package  and 
ship  them  to  promotion  customers  like 
PepsiCo,  Inc.  and  department  stores  like 
Bloomingdale  s  in  New  Ytjrk  and  Nei- 
man-Marcus  in  Dallas,  where  their  $7.95 
Super  Scooper  is  top-of-the-Iine.  The 
Funkas  emplo\  no  salesmen  and  do  no 
ad\  ertising.  But  they  spend  a  good  part 
of  their  year  traveling  to,  setting  up  and 
manning  a  $350  booth  at  the  Housewares 
show  or  an  $8.50  booth  at  the  four-da\ 
National  Hardware  Show,  plus  a  number 
of  other  snialler,  regional  shows.  "The 
shows  take  the  place  of  advertising  for 
me,  sa>s  Tom  Funka.  "The  markets  I 
sell  to  are  so  disconnected  it  would  cost 
us  the  defense  budget  to  reach  them 
through  advertising.  " 

A  housewares  manufacturer's  dream  is 
a  product  singular  enough  to  draw  free 
publicity.  "Julia  Child  mentioned  our 
corn  cutter  in  McCall  s  last  year,  crows 


a  proud  Newt  Weeks  of  Dallas"  Lee  Mfg. 
Co.,  Inc.  (sales:  $350,(KX)).  With  his 
wife,  Jerri,  and  a  little  help  from  their 
friends.  Weeks  manufactures  a  40-\ear- 
old  oddity  that  strips  the  kernels  from  an 
car  of  corn,  along  with  an  electric  pea 
sheller  and  a  thing  that  looks  like  a  sy- 
ringe and  stuffs  sausages. 

As  is  the  case  in  most  of  the  small 
housewares  companies,  the  capitaliza- 
tion of  Weeks  business  vsas  low,  just 
$8,000  when  his  father  bought  it  back  in 
1949.  Just  as  tvpicalK  ,  Weeks  produc- 
tion costs  are  onl\  a  fraction  of  the  com 
cutter's  suggested  $3.98  retailing  price. 
Weeks  jobs  out  his  basic  corn  cutter 
production  to  a  local  foundry.  He  fin- 
ishes and  packages  them  in  his  own 
warehouse.  Cost:  49  cents  apiece.  After 
freight  charges  and  a  69c  to  10%  sales  rep 
commission,  his  total  costs  run  less  than 
70  cents  per  corn  cutter.  He  doubles  that 
to  get  his  $1.45  wholesale  price.  The 
corn  cutter  alone  brings  in  about 
$175,000  in  sales  in  a  good  year.  All  told 
Weeks  takes  home  a  taxable  inc-ome  of 
some  $60,000  a  year. 

Along  with  a  booming  host  of  cottage 
manufacturers,  the  demand  for  exotica  in 
U.S.  bathrooms  and  kitchens  also  nur- 
tures a  growing  arm\  of  small  import 
operations.  Chicago  s  Imported  Interi- 
ors, Inc.  sells  nearly  $1  million  worth  a 
year  of  import  furniture,  baskets,  bath- 
rooiu  accessories  and  dex^orative  items 
made  from  seashells,  mostK  imported 
from  the  Philippines.  Beachcombers  In- 
ternational, Inc.,  an  importer  owned  and 
operated  b\  the  Chernin  family  of  Fort 
M\ers,  Fla.,  sells  $5  million  worth  of 


A/oorc  Ptish-Pin  Co.  President  G<'(»r<,'c  W.  Sampson  uith  pushpins  for  every  oecasion 


The  small  fry  are  the  most  vital  part  of  the  industry. 
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The  Chernius  of  Bcarhcomhcrs  International ,  Ine 


About  $5  million  sales  in  a  falling-dollar  zone. 


many  of  the  same  articles  to  gift  shops, 
department  stores  and  catalogs — a  busi- 
ness that  is  growing  at  a  20%  yearly  clip. 

Imported  Interiors  was  begun  15  years 
ago  by  Raymond  N.  Larson,  now  69,  and 
his  wife,  Lillian.  Ill  health  had  forced  his 
early  retirement  from  his  job  as  a  sys- 
tems analyst  with  Mobil  Oil  Corp.  "After 
six  months  of  lying  around  the  house,' 
says  Larson,  "I  started  looking  for  some- 
thing to  do.  He  and  his  wife  wanted  to 
start  a  business  that  they  could  operate 
together  and  that  would  allow  them  to 
travel  overseas.  They  bought  a  small  im- 
port business  advertised  for  sale  in  a 
Chicago  newspaper.  "We  paid  $7,500  for 
it,  mostly  inventory'  stored  in  a  garage. 

At  first  the  Larsons  did  a  lot  of  stum- 
bling: looking  for  reliable  sources  of  sup- 
ply in  the  Philippine  jungles  and  trying 
to  break  into  the  big  trade  shows.  "We 
finally  got  into  the  National  Hardware 
Show.  I  think  it  cost  us  about  $1,000. 
Now  we  sell  to  big  stores  like  Marshall 
Field  and  the  big  hardware  chains.  " 

Larson  figures  the  business  is  worth  at 
least  $500,0(X)  today.  "We've  built  up  a 
lot  ot  goodwill,  plus  we  carry  about 
$1(X),0(X)  worth  of  inventory,  "  The  Lar- 
sons import  about  50  shipping  containers 
a  year,  each  holding  about  $10,000  worth 
of  wicker  chairs,  tables,  baskets  and  oth- 
er items  made  to  their  order  by  moun- 
tain villagers  near  .Manila.  "A  wicker 
chair  costs  us  about  $8.50  from  our  sup- 
plier, "  says  Larson.  "We  add  about  35% 
onto  that  for  freight,  packaging,  over- 
head and  a  15%  sales  commission  to  our 
sales  representatives."  Their  total  cost 
on  a  chair  is  under  $12;  they  will  whole- 
sale it  for  $20.  (Retailers  like  Marshall 
Field  will  usually  get  more  than  a  1(X)% 
markup.)  That  formula  adds  up  to  a  year- 


ly $80,000  pretax  income  for  the  Larson 
family. 

Larson  is  not  the  only  retiree  who  has 
found  a  new  lease  on  life  in  the 
housewares  industry'.  Ex-Master  Ser- 
geant Larry  G.  Benedict  had  never 
been  job-hunting  in  all  of  his  45  years 
until  his  retirement  from  the  U.S.  Army 
in  1969.  After  some  discouraging  forays 
into  the  world  of  big  business,  he  acted 


Hill,  N.J.  bean  bag  furniture  manufac- 
turing company.  Baron,  who  runs  Pres- 
tige Comfort  Products,  Inc.  with  10-to- 
2()-li()urs-a-week  bookkeeping  help  from 
his  wife,  Lorraine,  boasts  that  he  has 
never  received  a  paycheck  from  some- 
one else  in  all  his  49  years.  But,  he  adds 
emphatically.  If  my  son  wanted  to  go 
into  business.  I  d  tell  him.  Hell,  no.  Go 
into  government.  You  11  probably  make 
more  money.'  '  He  usually  employs  12 
to  20  mostly  unskilled  workers  in  his 
bean  bag  factory.  Many  of  them,  he  says, 
would  be  better  off  staying  at  home  col- 
lecting welfare  or  unemployment  bene- 
fits. "We  can  afford  to  pay  only  slightly 
above  the  minimum  wage.  But  we  give 
them  a  chance  to  become  really  employ- 
able. That  s  why  they  do  it — pride.  But 
between  the  federal  government,  the 
state,  the  county  and  the  city  I  spend 
20%  of  my  time  filling  out  forms,  some- 
times for  welfare  people  who  have 
worked  here  only  one  day  in  the  last 
year.  It's  crazy.  I  m  expecting  to  do 
about  $7(X),000  volume  this  year  and  I 
can  t  afford  a  vacation  or  somebody  to 
answer  the  telephone. 

Baron  can  keep  going,  he  says,  only 
because  he's  a  shrewd  businessman.  "It 
cost  me  a  lot  less  than  the  $60,000-to- 
$80,000  capitalization  you  d  normally 
need  to  get  going  in  this  business.  Bar- 
on says.  "It's  all  in  knowing  how  to  han- 
dle a  dollar.  I  take  one  dollar  of  capital 
and  turn  it  over  11  times  in  a  year.  Not 
many  small  businessmen  can  do  it.  You 
have  to  know  how  to  put  off  your  paya- 


.  .  'Opportunities  for  small  entrepreneurs  are  still  open- 
ing up.  For  one  thing  it  doesn't  take  much  capital  to  get 
started.  Somebody  designs  a  new  crepe  pan  and' .  .  ." 


on  a  tip  from  some  Japanese  friends  and 
began  importing  a  slow  cooker  made  in 
Japan — a  crockpot.  At  the  time  it  was  all 
but  unknown  here.  In  its  first  year  of 
operation  Benedict  s  H&H  Appliances, 
Inc.  imported  nearly  $1  million  worth  of 
the  slow  cookers.  He  built  it  into  a  $3 
million  business  by  the  end  of  last  year. 
"The  toughest  part,'  he  says,  "was  fore- 
casting market  demand  and  prices.  But 
I  took  some  financial  management 
courses  at  Security  Pacific  National 
Bank  here  in  Whittier,  Calif  They  were 
a  terrific  help. 

But  small  housewares  businessmen 
are  vulnerable  to  the  vagaries  of  interna- 
tional trade.  Because  of  the  weakness  in 
the  U.S.  dollar,  Benedict  s  Japanese  sup- 
plier recently  agreed  through  the  Japa- 
nese government  to  curtail  slow  cooker 
shipments  to  the  U.S. 

Government-imposed  paperwork  is  an 
especially  painful  problem  to  small 
housewares  outfits.  It  has  Herbert  B. 
Baron  climbing  the  walls  of  his  Cherry 


bles  and  bring  in  your  receivables.  " 

All  smiill  housewares  business  people 
complain  that  theirs  is  a  price-competi- 
tive business — a  lot  of  small  suppliers 
vying  for  the  few  big  retail  accounts  that 
make  or  break  them  for  the  year.  Says 
Herb  Baron,  "A  small  man  will  do  any- 
thing to  get  volume.  He  has  to  turn  over 
dollars.  He  has  bills  to  pay.  If  he  has  a 
chance  to  make  a  high  profit  on  a  $600 
sale  or  a  low  profit  on  a  $1,000  sale,  he  11 
take  the  $1,000  sale." 

Yet  for  all  the  problems,  the  single 
most  remarkable  thing  about  the  small 
housewares  business  today  is  its  vitality'. 
The  trend  elsewhere  toward  consolida- 
tion and  concentration  seems  likely  to 
pass  it  by.  With  customers  demanding 
diversity,  ingenuity,  unusual  design  and 
changing  fashion,  the  housewares  mar- 
ket is  more  suited  to  the  flexibility  and 
attention  to  detail  that  a  small  business 
can  manage.  Besides,  who  would  want  a 
wicker  basket  woven  by  Sunbeam  or 
General  Electric?  ■ 
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That  Careworn  Look 


At  Helene  Curtis,  beauty  is  only  skin  deep. 


Helene  CURTIS  industries'  new  Uni- 
Perm  permanent  wave  system  looks  like 
a  winner.  Professional  beauticians — Uni- 
Perm  is  for  the  trade  only,  not  for  the 
home  market — like  the  way  it  creates  the 
curly  locks  now  the  rage  among  men  and 
women,  and  so  do  the  customers. 

At  most  cosmetic  and  toiletry  compa- 
nies, one  hot  product  would  be  no  big 
deal.  But  the  news  from  Helene  Curtis 
has  been  so  bleak  for  so  long  that  any 
sign  of  success  is  worth  crowing  about. 
By  almost  any  standard,  Chicago-based 
Helene  Curtis  rates  as  one  of  America  s 
worst-managed  personal  care  compa- 
nies. In  recent  years  its  retuni  on  ecjuity 
has  hovered  between  10%  and  13%,  well 
below  the  industry  average  of  18%  to 
19%.  Net  profit  margins  of  2%  to  3%  are 
half  that  of  competitors.  Last  year,  when 
industry  sales  jumped  over  12%,  Curtis 
revenues  rose  4.6%  and  aftertax  net  of 
nearly  $4  million  kept  pace  with  indus- 
try-wide growth  only  because  the  clo- 
sure of  some  unprofitable  foreign  oper- 
ations reduced  its  ta.x  rate  to  26%.  After 
losing  42  cents  a  share  in  this  year's  first 
fiscal  quarter  (ended  May  31),  the  com- 
pany posted  second  quarter  earnings  of 
$1.3  million.  But  even  that  gain  repre- 
sented an  aftertax  return  on  sales  of  less 
than  4%.  As  a  result,  while  leading 
names  like  Revlon  and  Avon  are  trading 
at  three  and  four  times  book  value,  Cur- 
tis trades  at  less  than  two-thirds  book. 

What  makes  that  performance  so  sad  is 
that  the  $124  million  (sales)  Helene  Cur- 
tis once  had  the  potential  to  be  an  indus- 
try leader.  Curtis  20  years  ago  was  the 
same  size  as  Max  Factor,  with  a  first- 
class  research  department  that  consis- 
tently brought  out  ground-breaking 
products  like  Enden  dandruff  shampoo 
and  Spray  Net  hair  spray.  Now  iVlax 
Factor,  a  Norton  Simon  subsidiary,  does 
nearly  three  times  Curtis  volume. 

The  company  has  also  gotten  caught  in 
a  variety-  of  costly  scjuabbles.  The  gov- 
ernment seized  its  wrinkle  cream  in 
1964.  alleging  it  was  being  sold  under 
false  claims.  That  cost  the  company  $6 
million  and  forced  suspension  of  divi- 
dend payments.  They  have  not  been  re- 
sumed. In  1960  Curtis  bought  Studio 
Girl,  a  door-to-door  retailer  of  makeup, 
in  a  bid  to  become  another  Avon.  Fifteen 
years  and  several  million  dollars  in  losses 
liitt  r.  Studio  Girl  was  sold.  Now  the 


Internal  Revenue  Service  wants  $2  mil- 
lion in  back  employment  taxes  for  Studio 
Girl  sales  representatives. 

Most  recently  the  company  has  be- 
come involved  in  a  bitter  legal  battle 
with  Church  6c  Dwight,  makers  of  Ann 
&  Hammer  Baking  Soda,  who  have  al- 
leged trademark  infringement  against 
Curtis  for  tr\ing  to  sell  Arm  In  Arm,  a 
baking  soda-based  deodorant.  Last  year 
a  U.S.  appeals  court  upheld  a  temporar>' 
injunction  prohibiting  Curtis'  use  of  the 
Arm  In  Arm  name  and  forced  the  com- 
pany to  pull  the  product  from  the  store 
shelves.  The  case  has  already  cost  Curtis 
over  $2  million  in  legal  fees  and  more  in 
wiisted  advertising.  Church  &  Dwight 
says  it  will  seek  damages  of  almost  $10 
million  from  Curtis  when  the  suit  comes 
to  trial  riext  February. 

Helene  Curtis  was  founded  50  years 
ago  by  the  current  chairman  of  the 
board,  Gerald  Gidwitz,  who,  with  his 
famiK',  still  owns  one-third  of  the  stock, 
and  his  partner,  Louis  Stein,  whose  wife, 
Helene,  and  son,  Curtis,  gave  the  com- 
pany its  name.  The  company  began  by 
selling  mud-packs  to  beauty  salons  and, 
after  switching  to  permanent  wave  solu- 
tions, dominated  the  professional  supply 
business  for  close  to  four  decades. 

But  Curtis  has  had  a  hard  time  keep- 
ing the  professional  market  it  knows 
best.  By  the  early  1970s  companies  like 
Redken  Laboratories  were  eating  into 
salon  sales.  While  the  products  weren't 
vastly  different,  Redken  technicians  sold 
their  lotions  to  beauticians  in  educational 
sessions  which  made  hair  care  a  science. 
Curtis  continued  to  treat  beauty  opera- 
tors like  high  school  dropouts. 

Redken  cracked  Curtis  stronghold  in 
professional  supply  and  also  helped  cre- 
ate the  $250  million  resale  market, 
where  salon  personnel  sell  products  to 
beauty  shop  customers.  Curtis  is  now 
breaking  into  this  market  with  Moisture 
Quotient  hair  care  treatments  for  salon 
use  and  resale,  but,  concedes  Curtis 
President  Walter  Kaplan:  "We  didn  t 
know  a  market  was  there  until  Redken 
developed  it. 

At  the  consumer  level  (about  two- 
thirds  of  sales),  its  40-year-old  Suave  is 
targeted  to  the  low-priced  end  of  the 
$650  million  shampoo  market  and  sold 
primariK'  in  supermarkets.  As  grocer\' 
stores  continue  to  grow  faster  than  other 


Curtis  President  Walter  Kaplan 
Does  macho  hate  perfume? 

outlets  in  beauty  aid  sales.  Suave,  the 
best-selling  brand  on  the  luarket,  is  feel- 
ing increased  competition  from  both  the 
private  labels  and  big-name  marketers. 
Sales  of  Everynight,  a  higher-priced 
shampoo  marketed  to  youth,  may  be 
limited  as  teenagers  decline  as  a  percent 
of  population.  The  company  is,  however, 
hoping  to  capitalize  on  Suave  s  strong 
name  with  its  new  Suave  antiperspirant. 

There  are  missed  opportunities  as 
well.  In  the  early  1960s  Curtis  Kings 
Men  line  was  second  only  to  American 
Cyanamid's  Shulton  (Old  Spice)  in  the 
men  s  personal  care  field.  Male  products 
are  now  the  business  hottest  area,  but 
Curtis  is  nowhere  to  be  found.  'Most  of 
that  growth  has  not  been  in  toiletries, 
but  in  fragrances,  which  we  never 
made,  explains  Kaplan.  But  industry 
watchers  maintain  the  boom  in  men's 
cologne  is  starting  to  rub  off  on  other 
male  toiletries  as  well.  Replies  Kaplan: 
'I  think  it's  going  against  a  guy's  macho 
image  to  have  his  own  toiletries. 

Upcoming  management  shifts  may  be 
Curtis  only  hope.  At  72,  Gerald  Gidwitz 
is  still  active  in  management,  but  his 
son,  Ronald,  33,  is  an  executive  vice 
president  and  soon  will  take  over  the 
presidenc\  from  Kaplan.  63.  The  elder 
Gidwitz  made  the  family  one  of  Chica- 
go s  old-line  names  and  is  a  major  con- 
tributor to  far-right  Congressman  Philip 
Crane  (R-Ill).  But  Gerald's  conservative 
ways  run  counter  to  his  son  s.  Ronald 
and  his  wife,  Christina,  are  one  of  Chica- 
go s  well-known  young  couples.  (Christi- 
na Kemper  Gidwitz,  daughter  of 
Kemper  Corp.  Chairman  James 
Kemper,  is  a  well-known  fashion  model 
who  appears  in  Curtis  advertising.) 

Industrx  people  are  looking  forward  to 
that  management  shift.  And  UniPerm 
appears  to  have  broken  Curtis  losing 
streak.  But  one  product  alone  is  not  the 
stuff  of  which  turnarounds  are  made. 
After  all,  what  happens  when  the  short 
and  curb  look  gives  way  to  the  long  and 
straight?  ■ 
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The  best  of  two  worlds. 


Or,  the  reasons  for  record  performance  at  White  Consolidated. 


At  White  Consolidated  Industries 
we  serve  two  different  worlds. 

One  is  consumer  products  for  the 
home.  Fact  is,  we're  the  nation's  third 
largest  manufacturer  of  major  home 
appliances. 

The  other  world  is  machinery  and 
equipment.  We  have  43  manufac- 
turing plants  producing  products  for 
the  thriving  industrial  market. 

The  world  of  consumer  products. 


And  the  world  of  machinery  and 
equipment. 

Together,  they've  given  us 
uncommon  stability.  So  if  one  has 
lagged,  the  other  has  historically  taken 
up  the  slack.  It's  this  stability  that's 
helped  our  sales  grow  to  $1.5  billion 
and  has  given  us  five  consecutive 
years  of  record  sales  and  earnings. 

At  WCl,  we  don't  yet  have  the 
best  of  all  worlds.  But  when  it  comes 


to  the  two  we  are  dealing  with,  we're 
dealing  with  the  best  of  both. 

Our  new  information  kit  examines 
each  in  great  detail.  For  a  copy,  write 
Ron  Fountain,  Director  of  Investor 
Relations. 

White  Consolidated 


Industries,  Inc 

Qeveland,  Ohio  44111 


Every  day,  across  the  length  and  breadth 
the  land,  this  scene  is  repeated  in  14,000 
American  cities  and  towns. 

Greyhound  buses  take  more  Americans 
home  than  anybody  else  on  earth.  Or  in  the  sk^ 

But,  Greyhound's  service  to  America  doe; 
stop  there. 

Greyhound's  Armour  is  America's  numbe 
one  producer  of  bacon  and  number  two  in  sale 


W^re  as  basic  to  America  as  a  small  tow 


;roceri  ;«i 


4 


not  dogs. 

Greyhound's  Dial  is  the  nation's  best-selling 
ap,  and  our  Tone  brand  is  one  of  the  most 
::cessful  new  soaps  in  a  decade. 

Greyhound  Food  Service  feeds  millions  of 
lericans  daily  under  contracts  with  everybody 
m  the  Air  Force  at  Lackland  to  the  work  force 
General  Motors. 

Plus,  Greyhound  leases  trains  to  the 


railroads  and  jumbo  jets  to  the  airlines.  We  rent 
cars,  write  insurance,  finance  computers,  fuel 
aircraft,  build  display  booths  and  generally  do 
everything  from  liosting  Las  Vegas  conventions 
to  spinning  yarn  for  Grandma's  shawl. 

In  short.  Greyhound  isn't  just  "the  bus 
company"  anymore;  it's  "the  omnibus  company"— 
a$4-billion,  diversified  corporation  serving 
America  in  a  hundred  basic  ways. 


lis  stop. 


Greyhound  Corporation  The  omnibus  company. 


Ferro.\bu  probably  know 

our  name.  And  $420  million  says 

you  ought  to  know  what  we  do. 


Last  year  Ferro  made  $420  million 
wortin  of  products  you  probably 
never  heard  of,  but  saw  and  used 
every  day. 

Like  frit.  It's  the  basic  ingredient  of 
the  porcelain  enamel  that  coats 
your  sink,  bathtub,  major  appliances 
and  similar  items. 
Specialty  inorganic  colors  that  are 
heat  and  light  stable  in  paint, 
plastics,  porcelain  enamel  and  glass. 


plus  new  pigments  to  meet  increas- 
ing health  and  safety  standards. 
Specialty  chemicals  used  as  addi- 
tives in  plastics,  pharmaceuticals, 
lubricants  and  industrial 
applications. 

Specialty  ceramics  for  the  non- 
ferrous  metals,  electronics  and 
ceramic  industries. 
And  miscellaneous  products  that 
range  from  engineering  services 


for  high  temperature  processes  to 
glass  beads  that  make  highway 
stripes  reflective  to  composite  mate- 
rials for  aerospace  and  automobiles. 
You  could  say  we're  a  behind-the- 
scenes  company.  But  say  it  to  the 
tune  of  $420  million. 
The  Ferro  Corporation.  The  specialty 
materials  company. 
One  Erieview  Plaza,  Cleveland, 
Ohio  44114. 


(gj  FERRO 


A  Nation  Of  Shopkeepers? 

Are  we  becoming  one?  The  employment  figures  suggest 
we  are — and  raise  some  disturbing  questions. 


600 


Not  too  many  years  ago,  they  pulled 
in  the  sidewalks  in  Philadelphia,  Wash- 
ington and  most  other  cities  at  midnight 
Saturday.  Business  would  come  to  a  halt 
until  Monday.  This  has  all  been  changed 
since  Blue  Laws,  which  prohibited  busi- 
ness transactions,  have  been  struck 
down.  Whether  it  is  beer,  bread  or 
blouses,  everything  can  be  purchased 
day  or  evening,  seven  days  a  week. 

Longer  store  hours  have 
caught  on  and  are  closely 
related  to  the  growing  num- 
ber of  two-wage-earner  fam- 
ilies. Most  women  who  are 
in  the  labor  force  now  can- 
not go  to  the  market  or  the 
apparel  store  during  the  tra- 
ditional hours.  Retailers 
have  accommodated  them 
by  remaining  open  addition- 
al days  and  longer  hours. 

Consider  the  conse- 
quences. Stretching  service 
hours  from  10  a.m.  to  6 
p.m.  six  days  a  week — 48 
hours  in  all — into  a  day  that 
may  begin  with  an  8  a.m. 
opening  and  a  9  p.m.  clos- 
ing— with  Sunday  oper- 
ations— adds  up  to  65  or  70 
hours  a  week  of  service.  In- 
evitably, you  will  need 
more  salespeople. 

The  real  estate  field,  too, 
with  its  accelerated  turn- 
over of  used  homes,  pro- 
vides grounds  for  expanded 
realty  sales  force. 

For  a  glimpse  into  what 
that  means,  let's  look  at  the 
overall  employment  figures. 
The  Bureau  of  Labor  Statis- 
tics reports  that  civilian  pay- 
rolls  grew  from  85.6  million 
in  May  to  86. 1  million  in  September.  A 
net  gain  of  488,000  jobs.  And  where 
were  these  new  jobs?  Almost  entirely  in 
retail  and  wholesale  trade  and  services. 
Over  the  same  four  months,  durable 
goods  manufacturing  added  a  meager 
74,000  employees  while  nondurable  cut 
back  89,000.  A  net  loss  of  15,000  in 
manufacturing. 

Personal  services — travel,  medical 
and   educational — added   200,000  em- 


ployees; supermarkets,  department 
stores  and  their  suppliers  added  yet  an- 
other 174,000. 

Let's  drop  back  and  look  at  the  trends. 
Same  thing.  In  the  four-year  period  be- 
ginning September  1974,  the  American 
economy  has  created  7.5  million  net  new 
jobs.  Where?  Trade  accoimted  for  2.4 
million;  service  for  2.5  million.  Federal, 
state  and  local  governments  added  1.2 


Where  The  Jobs  Are 

Large  gains  in  payroll  employment  since  May  are  ac- 
counted for  almost  entirely  by  an  increase  in  the  num- 
ber of  persons  who  are  engaged  in  trade  and  services 
Durable  and  nondurable  goods  production  employ- 
ment has  been  static  since  May. 

I      I  Total  Nonagricultural  Employment 

Durable  Goods  l 

Services  I 


Nondurable  Goods 
Wholesale  And  Retail  Trade 


700  Thousands  Of  Workers 
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million  people.  Meanwhile,  manufactur- 
ing employment  fell  by  almost  600,000. 

This  explains  a  great  deal.  It  explains 
in  part  why  productivity  gains  have 
slowed:  The  most  common  measure  of 
productivity,  total  output  related  to  the 
number  of  persons  needed  to  create 
goods,  necessarily  performs  sluggishly 
when  store  clerks,  real  estate  salesper- 
sons, government  personnel  and  medical 
technicians  account  for  the  labor  force 


gains.  Their  efficiency  cannot  be  speed- 
ed up  when  there  is  greater  demand. 
More  staff  must  be  added,  in  contrast  to 
the  potential  for  increased  output  per 
worker  on  the  assembly  line. 

The  BLS  reports  that  between  1972 
and  1977,  productivity  increased  4%  a 
year  for  auto  producers,  and  5.5%  for 
soda  manufacturers.  These  were  the 
gains.  Retail  food  store  productivity  fell 
1%.  Eating  and  drinking 
 «^  places'  productivity  im- 
proved only  0.2%  yearly 
and  hotel  productivity 
dropped  0.8%.  Not  so  good. 

Hal  Schultz,  vice  presi- 
dent-personnel. Acme  Mar- 
kets, a  subsidiary  of  Ameri- 
can Stores  Co.,  confirms 
that  his  company  had  to  put 
on  a  greater  number  of  peo- 
ple to  cover  its  extended 
hours.  "Some  of  our  stores 
went  24  hours  for  a  time,  " 
he  laments. 

Does  this  mean  that  a 
business  slowdown  would 
call  for  large  layoffs?  "If 
sales  drop,  obviously  per- 
sonnel has  to  be  a  concern. 
We  are  a  people-intensive 
business,  "  he  explains. 

Department  stores  are 
experiencing  the  same  phe- 
nomenon. Robert  A.  Moo- 
ney,  chief  economist  and 
manager  of  business  plan- 
ning for  J.C.  Penney  Co., 
Inc. ,  explains  the  obvious: 
"If  you  want  to  sell  more 
you  must  hire  more.  It  is 
difficult  to  increase  the  pro- 
ductivity of  a  salesperson.  " 

There  is  much  food  for 
thought  here.  Does  all  this 
suggest  that  the  economy  isn't  as  strong 
as  it  appears?  Does  it  mean  that  a  slow- 
down in  trade  would  have  a  downward 
leveraged  effect  on  employment?  It  cer- 
tainly suggests  that.  Furthermore,  bar- 
ring a  big  pickup  in  capital  investment 
and  expansion  of  industrial  activity,  we 
are  doomed  to  low  productivity  gains. 

A  nation  of  shopkeepers  is  not,  in  the 
modern  world,  the  most  efficient  form  of 
society.  ■ 
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INFORMAnON 
CONTROL 

How  Hcmeywell  computers  can  help  you 
manage  your  business  more  efiectively. 


X-.ontrol  means  having  the  right  infor- 
mation, in  the  right  place,  at  the  right  time. 
So  you  can  make  the  right  decisions,  take 
the  right  actions. 

Controlling  information  so  that  it 
becomes  a  producing  asset  should  be  the 
primary  purpose  of  your  computer  opera- 
tions. But  as  businesses  grow  and  problems 
become  more  complex,  simply  adding  more 
computer  power  is  rarely  the  answer. 

So  Honeywell  takes  a  different  approach 
-an  approach  that  recognizes  your  com- 
puter system  must  be  designed  to  work  the 
way  your  business  works. 

Answering  specific 
computer  equipment  needs. 

Honeywell  is  a  full-line  computer  sup- 
plier. Our  Series  60  line  goes  all  the  way 
from  terminals  and  minicomputers,  through 
small  and  medium-scale  systems,  to  large 
and  very  large  systems.  So  chances  are,  we 
have  the  right  size  system  or  combination  of 
systems  to  do  the  job. 


Making  your  computer 
availaUe  to  more  people. 

We  offer  the  tools  to  let  more  people 
access  your  computer  resources  more  easily. 
At  the  same  time,  we  provide  security  and 
privacy  controls  to  restrict  information  to 
only  those  with  a  need  to  know. 

E)istributing 
your  computer  power. 

We  can  install  a  computer  network  that 
will  match  resources  to  your  particular 
operating  structure. 


It's  called  the  Distributed  Systems 
Environment  and  it  lets  you  provide  fast 
response  to  local  information  processing 
needs  but  at  the  same  time  maintain  what- 
ever degi-ee  of  centralized  control  your  com 
pany  requires. 

Protecting  your 
computer  investment. 

Honeywell  systems  are  modular  and  com- 
patible. So  you  can  easily  add  to  or  modify 
your  computer  system  as  your  needs  grow 
or  change. 

Q)ntrol.  Its  what 
managers  need  most. 

Fi'om  the  most  complex  computer  sys- 
tems to  the  simplest  control  devices,  provid 
ing  better  ways  to  help  you  control  your 
business  has  always  been  our  business  at 
Honeywell. 

For  more  infoiTnation,  write  Honeywell, 
200  Smith  Street  (MS487),  Waltham, 
Massachusetts  02154. 


Honeywell 


ADVERTISEMENT 

EXECUTIVE  DECISION- MAKING 
ON  COMPUTERS  AND 
OFnCE  EQUIPMENT  AUTOMATION 

Three  Arthur  D.  Little,  Inc.,  experts  discuss  the  latest  trends  in  com- 
puter applications  and  the  implications  of  white  collar  automation  on 
operating  efficiency  and  the  bottom  line. 

Vincent  E.  Giuliano  answers  ques-  Robert  L.  Fronk  examines  the  Frederic  G.  Withington  discusses 
tions  chief  executives  ask  in  decid-  humanistic  aspects  of  office  automa-  new  trends  in  the  computer  prod- 
ing  whether  and  how  much  office  tion.  Founder  and  former  president  ucts  and  services.  An  internation- 
automation  makes  sense  for  their  of  Datatrol  Inc.,  Mr.  Fronk  speciahzes  ally-recognized  authority  on  the 
companies.  Dr.  Giuliano  has  been  in  both  distributed  and  large  scale  computer  industry,  Mr.  Withington 
involved  in  information  processing  network  systems  as  well  as  hard-  has  directed  Arthur  D.  Little's 
methods  analysis  and  systems  ware/software  project  management.  annual  studies  of  the  data  process- 
development  since  1952.  ing  industry  since  1964. 
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DOES  OFHCE  AUTOMATION  MAKE 
SENSE  FOR  YOUR  COMPANY? 


Vincent  E.  Giuliano 


As  chief  executive  officer  of  a  large 
corporation,  perhaps  you  have  seen 
articles  on  "The  Office  of  the 
Future."  You  must  wonder: 

•  "What  can  it  mean  for  my  com- 
pany?" 

•  "Can  I  leave  the  whole  matter  of 
office  automation  in  the  hands  of 
our  divisional  presidents  or  corpo- 
rate staff  specialists? 

•  "Do  1  have  to  get  involved  in  these 
decisions? 

•  "What  do  I  personally  need  to 
know  about  the  technology  of  it 
all?" 

The  answers  must  be  based  on 
detailed  knowledge  of  your  own 
style  and  objectives  and  those  of 
your  company. 

There  are  tu^o  basic  questions.  First, 
how  important  are  speed  of  communica- 
tions and  effectiveness  of  office  informa- 
tion handling  to  your  business?  And, 
more  specifically,  does  your  com- 


Digital  PABX:  Eliminates  the  need  for 
expensive  modems  on  office  equipment, 
permits  transmission  of  data  and  voice 
along  the  same  pathway.  New  products 
under  development  will  handle  all 
internal  communications  with  digital 
switching— digitizing  analog  voice 
signals  in  the  hand  set— making  them 
compatible  with  the  signals  of 
automated  office  equipment.  Other 
communications  include  FAX  which 
can  send  photos,  sketches,  and 
signatures  to  nearly  any  city. 


Mailroom:  A  highly  organized  mail  switching  point.  In  larger  offices,  tray 
conveyors  used  between  floors  are  supplemented  by  computer  controlled  pneumatic 
tubes  (much  like  the  old  department  store  variety)  for  high  speed  express  service. 
Robot  carts  deliver  mail  on  specific  floors. 


pany  have  geographically  diverse 
locations  that  require  a  great  deal  of 
paper  communications? 

The  second  basic  question  is:  What 
are  your  company's  overall  style  and 
approach  to  risk,  innoimtion,  and  exper- 
imentation? If  you  are  conservative 
and  want  only  proven  solutions 
(and  there  are  many  companies  that 
should  take  such  an  attitude),  inno- 
vation in  the  office  is  apt  to  be  both 
difficult  and  somewhat  risky.  You 
might  want  to  move  slowly  because 
the  need  has  not  yet  overtaken  the 
historical  pace  of  the  business. 

The  answers  to  these  initial  ques- 
tions should  determine  your  overall 
approach  to  the  situation.  If  im- 
provement of  information  flow  is 
potentially  valuable,  and  you  are 
inclined  to  innovate,  then  it  would 
be  worthwhile  to  develop  a  sys- 
tematic program  for  office  automa- 
tion. A  study  process  should  be 
undertaken  to  verify  your  hunches, 
identify  the  type  of  automation  that 


Executive  Work  Station:  Executives 
will  have  irrdividual  desk  top  video 
consoles  with  keyboards.  The  sole 
requirement  for  operation  is  the  ability 
to  type,  at  least  in  the  "hunt  and  peck" 
mode.  Functions  include  maintenance  of 
a  calendar,  access  to  electronic  "filing 
cabinets, "  automatic  "ticklers, "  two 
way  communication,  and  an  electronic 
mailbox. 


Iresh,  ripe  information. 


One  of  Germany's  largest  fruit 
importers  has  learned  tfiat— just  like 
strawberries— invoicing  and  sales  informa- 
tion is  only  good  wfien  it's  fresh.  The  firm 
uses  Mohawk  Data  Sciences  Series  21 
distributed  data  processing  systems  to 
transmit  information  between  headquar- 
ters and  branches  throughout  the  country. 

For  more  than  a  decade,  Mohawk 
Data  Sciences  has  developed,  manu- 
factured, sold  and  supported  innovative 
information  handling  products  that  solve 
business  problems — like  order  entry, 
invoicing,  sales  analysis,  accounting,  and 


inventory  management— for  customers 
throughout  the  world. 

Our  newest  product,  Series  21,  pro- 
vides managers  with  the  tools  they  need  to 
communicate  local  information  to  central 
mainframe  computers  quickly  and  accu- 
rately. Series  21  ensures  that  the  informa- 
tion you  need  is  processed  and  transmitted 
where  you  want  it,  when  you  want  it. 

We've  dedicated  ourselves  to  meet- 
ing those  needs  for  our  7,000  customers  in 
60  countries.  From  300  company  loca- 


tions in  the  United  States,  Canada,  Western 
Europe  and  South  Africa,  our  3,800  em- 
ployees together  with  a  fast-growing  dis- 
tributor network  are  working  to  bring  you 
the  finest  available  information  equipment 
and  support. 

Your  local  Mohawk  Data  Sciences 
sales  representative  can  show  you  how 
Series  21  can  meet  your  information  pro- 
cessing requirements. 


1599  Littleton  Road,  Parsippany,  Mew  Jersey  07054  •  (201)540-9080 


Series  21  is  a  trademark  of  Mohawk  Data  Sciences 


iVk>hawk  Data  Sciences 


Who  do  you  call 

to  find  the  home  of  your  dreams 
in  less  than  60  seconds? 


Finding  the  home  of 
your  drean:\s  used  to  require 
determination,  stamina 
and  lots  of  luck. 

Used  to. 

Now,  Realtors  across 
the  country  have  found  a 
breakthrough  way  to  make 
homebuying  a  whole  lot 
easier. 


They  call  PRC 
Realtronics  —  a  powerful 
computerized  real  estate 
service  developed  for 
Realtors  by  PRC. 
How  to  visit  9,000  homes  for 
sale.  By  computer. 

With  a  PRC  Realtronics 
terminal  in  his  office,  a 
Realtor  today  can  help  a 
homeseeker  scan  through 
as  many  as  9,000  local  prop- 


erty listings  in  seconds. 

To  help  each  buyer 
find  the  best  possible  buy. 

And  help  everyone  — 
buyer,  seller.  Realtor  — 
save  a  staggering  amount 
of  effort  and  time. 

An  extraordinary 
solution?  Perhaps. 

But  with  the  profes- 


sional skills  of  5,000  tech 
nical  specialists  worldvvic 
designing  practical  answe 
to  large-scale  problems  i; 
what  PRC  is  all  about 

The  largest  diversifiecl 
professional  services 
company  in  the  world. 

In  fact,  for  every 
problem  you  can  think  ( 
chances  are  there's  a  PR( 


li 


In  cities  like  Houston,  homebuyers  today  can  ask  local  Realtors  for 
the  "perfect"  home.  Size,  price,  location,  built-ins,  special  extras  — up 
to  250  specific  features.  Scanning  thousands  of  listings  for  a  home 
to  match  the  request,  a  powerful  computer  system  developed  for 
Realtors  by  PRC  can  pinpoint  it  in  seconds. 


Realtor  is  a  registered  trademark  of  the  Natl  Assn  of  Realtors 


i\  of  specialists  already 
rking  on  answers. 

Planning  the  optimum 
imbly  sequence  for  a 

.^r  new  auto  plant. 

Monitoring  Space 

ttle  facilities  at  Cape 

nedy. 

Helping  Chicago  turn 
1  waste  into  electricity. 


Installing  the  world's 
most  comprehensive 
computerized  cost 
measurement  system  for 
private  industry. 

The  list  of  PRC  proj- 
ects goes  on.  And  on. 

Planning,  engineering, 
architecture.  Management 
consulting.  Information 
services.  We're  here  to  help. 

The  point  is,  there's  no 


problem  too  technical,  too 
complex  or  too  big  for 
Planning  Research  Corpora- 
tion to  handle. 

The  question  is,  what 
coiild  PRC  do  for  you? 
Planning  Research  Corpora- 
tion. 1850  K  Street,  N.W., 
Washington,  D.C.  20006. 
Call  (202)  293-4700. 


Call 


pre 

Planning  Research 
Corporation 


Secretarial  Work  Station:  Secretarial 
communication  center  enables  one 
secretary  to  serve  two  or  three  executives 
efficiently.  Eliminates  much  filing  and 
provides  direct  communications  with 
travel  center  and  other  offices.  Mail 
moves  electronically  or  via  high  speed 
computer  controlled  vacuum  mail  tube 
or  computerized  robot  cart. 


will  be  of  most  benefit,  the  costs,  and 
the  timing.  The  program  would  be 
implemented  in  stages  over  several 
years,  broadly  utilizing  current  low- 
level  automated  techniques  and 
phasing  in  high-level  experimental 
technology  for  appropriate  locations 
and  functions. 

There  is  another  factor— so 
important  it  could  override  negative 
answers  to  the  two  basic  questions. 
What  about  back  office  costs?  If  these 
are  currently  high  and  growing,  you 
should  consider  the  possibility  that 
office  automation  can  significantly 
reduce  them.  Specialized  assistance 
may  be  necessary  for  a  full  analysis 
of  costs  and  benefits. 

If  costs  are  not  a  factor  and  your 
answers  to  the  two  basic  questions 
are  negative,  you  can  personally 
forget  about  office  automation  for 
the  time  being.  Let  your  line 
managers  worry  about  it. 

If  you  decide  it  is  a  corporate 
matter,  you  should  assign 
responsibility  for  the  automation 
program. 

Your  decision  as  to  whom  to  put 
in  charge  will  probably  depend  on 
where  office  automation  is  apt  to 
have  the  highest  payoff,  and  on  the 
nature  and  complexity  of  com- 
munication between  your  profit- 
centers/divisions.  It  generally  makes 


the  most  sense  to  assign  responsi- 
bility to  the  division  with  the  high- 
est stake  in  the  project. 

Where  there  is  no  clear  overrid- 
ing benefit  to  any  particular  division, 
responsibility  is  best  retained  on  the 
corporate  level.  The  prior  existence 
of  a  strong,  centrally  operated  EDP 
model  might  also  indicate  that 
responsibility  should  be  corporate. 

In  the  rare  cases  where  responsi- 
bility must  be  divided— for  example, 
where  you  have  strong  EDP  opera- 
tions both  centrally  and  divisionally 
working  in  harmony— you  will 
need  to  appxDint  a  Prime  Mover, 
with  authority  and  responsibility  to 
oversee  the  whole  project. 


File-Clerk  Microform  Station: 

More  sophisticated  version  of 
secretarial  station  incorporates  video 
console  with  the  high  speed,  letter 
quality  printer,  microfilm  camera,  and 
microfilm  reviewing  device.  Using 
computer  controls,  the  file  clerk  may 
photograph  as  well  as  review  documents. 
Advanced  systems  can  retrieve  any 
document  by  a  few  key  words;  also 
enable  user  to  track  history  of 
interrelated  documents  and  projects. 


In  your  planning  for  automation, 
you  should  watch  out  for  some 
potential  pitfalls. 

First,  don't  let  your  company  get 
married  too  soon  to  any  particular 
approach.  Don't,  for  example,  fall  in 
love  with  clerical  automation; 
greater  benefits  may  lie  in  improv- 
ing managerial  efficiency  or  in 
speeding  communications  with 
overseas  personnel. 

Second,  pay  special  attention  to  inter- 
nal communications  during  the  phas- 
ing-in  period.  Be  sensitive  to  people 
problems;  the  new  technologies  can 


Smart-Copy  Center:  Laser  character 
generator  "paints"  digitally  transmitted 
characters  onto  paper.  Faster  than 
conventional  FAX,  the  machine  can 
store  the  characters  in  a  digital  memory, 
printing  additional  copies  as  needed. 


be  threatening.  For  managers,  the 
problem  may  be  territorial  impera- 
tives. For  clerical  staff,  the  difficulty 
will  be  in  changing  ingrained  work 
habits;  job  security  may  be  in  doubt. 
Consider  also  your  relationships 
with  unions. 

Third,  avoid  an  overly  parochial 
approach.  You  can't  accomplish  the 
project  without  your  EDP  people.  But 
they  can't  handle  all  aspects  of  the 
job;  you'll  need  broader  perspectives. 
Let  your  personnel  director,  office 
manager,  corporate  communica- 
tions specialists,  sales  and  market- 
ing p)eople,  and  others  provide  their 
inputs. 

Above  all:  Keep  a  check  on  what's 
going  on.  And,  don't  try  to  do  too  much 
at  once. 


Office  in  a  Briefcase:  In  its  simplest 
form,  a  small  printing  keyboard 
terminal  with  a  coupler  suitable  for 
connecting,  via  an  ordinary  telephone, 
to  other  computers  at  a  remote  location. 
The  terminal  can  be  used  off-line  to 
enter  and  edit  information  into  its 
bubble  memory.  Future  terminals  will 
include  facsimile  (FAX)  capabilities. 
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3  types  of  companies  that  don't  realize 
hoMT  much  they  need  a  Wang  Word  Processor. 


2 Cor 
■ 


Companies  that 

do  a  great  deal  of 
correspondence. 

you  need  a  Wang  Word  Processor 
With  Wang's  electronic  typing 
,  aids  and  automatic  on- 
/  screen  editing,  your  secre-  i 
tary  can  personalize  form 
letters— substituting  names,  words, 
whole  phrases  automatically- 
then  have  them  typed  in  less 

than  a  minute  each.  That's  3 
/  times  faster  than  magnetic 
/^card  typewriters,  4  times  faster 
^  than  a  100%  accurate  typist. 
^  Think  what  a  Wang  can  do  for 
your  correspondence. 


"/  knoxvyoii  need  help,  Ms.  Pealxidy.  hiil 
there's  no  more  offiee  space." 

I 

■  h  Companies  that 
HHI  are  growing  fast. 

You  need  a  Wang  Word  Processor. 

This  electronic  typewriter-filing 
system  works  so  quickly,  so  easily, 
it  can  help  a  person  do  two,  maybe 
three  times  as  much  work  in  the 
same  amount  of  time. 

Add-on  advantage:  by  the  time 
you  need  more  than  one  Wang,  you 
can  simply  add  component  pieces. 
Other  manufacturers  make  you  buy 
a  whole  new  system. 


"Just  a  quick  up-(Uite  —  <hange  the  luimes. 
pl(ues  and  interest  rates." 

Companies  that  require 
^^Bh  100%  accuracy  and 
^^^H  rapid  changes  of  text. 

You  need  a  Wang  Word  Processor. 

A  Wang  can  automatically  re- 
place words  or  numbers,  move 
margins,  adjust  lines  for  longer 
words,  rearrange  whole  para- 
graphs, double  check  for  accuracy 
n  fractions  of  seconds.  Even  some- 
I  thing  as  complicated  as  a  legal 
'  contract  can  be  re-worked  in  a 
matter  of  minutes. 

r 

If  your  company  needs  more  than  I 
one  secretary,  you  can  profit  by  word 
processing.  And  nobody  makes  a 
better  word  processing  system  tfian 
Wang.  Have  a  word  witti  us. 

> 

NAME 
TITLE 

ORGANIZATION 


My  word. 
aWang!' 


ADDRESS 


CITY 


STATE 


I 
I 
I 

L 


TEL 


Office  Systems  fVlarketing 
Wang  Laboratories,  Inc 
One  Industrial  Ave 
Lowell,  MA  01851 
Tel.  (617)851-4111 

^wpi8/FBi  18     Word  ProccssoriJ 


,  II  11^. 

(WANG) 


A  HUMANISTIC  APPROACH 
^'  TO  AUTOMATION 

By  Robert  L.  Fronk 


What  if  humanism  could  be  restored 
in  your  business  using  automation? 
What  if  your  first  and  second  level 
managers  could  once  again  have  a 
broader  feel  for  your  overall  busi- 
ness instead  of  being  forced  to 
specialize  in  narrow  areas— have 
the  time  and  controls  to  be  customer 
and  market  sensitive  again?  In 
short,  what  if  automation,  tradi- 
tionally regarded  as  dehumanizing, 
could  be  used  to  revitalize  the 
human  side  of  business?  To  broaden 
your  managers'  span  of  control  and 
intimate  knowledge  of  the  business? 
To  get  them  out  from  under  the 
growing  mounds  of  paper  so  they 
may  more  fully  appreciate  the  rea 
purpose  and  objectives  of  the  total 
organization? 

If  you  think  these  are  worthy 
objectives,  you  should  think  of 


automation  in  these  terms.  Automa- 
tion can  help  restore  p)ersonal 
involvement  and  a  span  of  control 
that  allows  a  manager  to  know  all  of 
the  aspects  of  the  business  in  which 
he  operates.  It  should  not  permit 
work  to  become  a  boring  mass  of 
automated  processing.  Rather,  it 
should  increasingly  allow  the  user 
to  deal  with  essential  data  and,  in 
the  process,  gain  a  better  under- 
standing of  the  overall  picture  and 
insight  into  the  ways  each  job,  pro- 
cedure, and  policy  fits  into  the 
whole. 


The  True  Payoff 

As  my  colleague,  Ted  Withington, 
has  pointed  out,  the  true  payoff  of 
many  of  the  new  automated  systems 
will  lie  in  enhancing  the  capabilities 
of  individuals  to  do  their  work;  in 
saving  them  time  and  in  providing 
them  better  information.  It  will  not 
be  in  simply  automating  present 
procedures  in  order  to  perform 
them  more  cheaply. 

It  is  now  possible  to  create  a  total 
communications  environment  for 
all  employees  in  a  department  or 
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area.  We  can  follow  all  customer 
activity  through  access  to  sales  call 
reports,  orders,  production  status, 
back  orders,  shipping,  billing,  and 
even  installation  and  maintenance 
records,  if  need  be. 

Some  companies  have  used  this 
capability  to  organize  their  auto- 
mated office  networks  into 
decentralized  management  centers. 
For  example,  one  New  York  bank 
first  cut  across  the  vast  realm  of 
centralized,  horizontally  planned, 
paper-processing  functions  and 
reorganized  into  decentralized,  ver- 
tically integrated  units.  One  func- 
tion, data  processing,  was  then 
transferred  from  large  centralized 


facilities  to  many  mini-computer 
facilities  localized  within  the  new 
business  units.  The  result  was  that 
the  unit  manager  was  accountable 
for  a  broad  range  of  functions  for  the 
banking  customers.  Subsequent 
studies  of  clerk  activity  indicated 
that  task  variety,  seeing  results  of 
work,  and  a  sense  of  autonomy  all 
caused  positive  attitude,  job  enrich- 
ment, and  greater  cost-effectiveness. 
In  one  project  now  nearing  comple- 
tion, a  single  unit  of  the  bank  will  be 
able  to  handle  transaction  requests 
and  inquiries  on  a  range  of  corpo- 
rate services  including  checking- 
account  processing,  lock-box  collec- 
tions, wire  transfers,  letters  of 
credit,  and  loan  processing.  This  all 


translates  to  happier  banking  clients 
through  a  personalized  approach, 
better  services,  and  more  business 
for  the  bank. 

The  number  of  automated  offite 
system  networks  is  growing  steadily 
throughout  the  country.  It  is  grow- 
ing because  these  systems  allow 
easier,  faster,  more  paper-free  com- 
munication between  managers, 
secretaries,  and  staff.  The  systems 
alleviate  the  boredom  of  processing 
mounds  of  paper.  Mundane  tasks 
are  reduced,  with  production  and 
transmission  of  interoffice  corre- 
spondence handled  by  electronic 
mail/editing/word  processing  sys- 
tems; even  complicated  documents 
are  being  manipulated,  filed,  stored, 
and  retrieved  on  advanced  micro- 


BNFORMAnON 
MANAGEMENT.  DOES  IT 

THREATEN 

THE  WORK  ETHIC? 

The  American  work  ethic  has  always  assumed  that  if  you  worked 
hard,  your  efforts  would  be  rewarded. 

We  wouldn't  argue  with  that.  But  we  would  like  to  amend  it  a  little. 

The  way  we  see  it,  working  hard  isn't  nearly  as  important  as 
working  well. 

Information  Management  isn't  a  way  of  sidestepping  hard  work. 
It's  a  way  of  making  it  more  productive. 

For  example,  there's  no  virtue  in  having  to  spend  hours  typing, 
retyping  and  re-retyping  documents.  So  we  make  electronic  typing 
systems  that  let  you  type,  revise  and  retrieve  information  in  a  lot  less 
time.  Which  gives  you  a  lot  more  time  to  create  and  perfect  it. 

To  make  information  easier  to  work  with,  we  make  a  full  range  of 
copiers,  duplicators  and  computer  printers.  Ones  that  not  only  repro- 
duce, but  can  reduce,  collate  or  even  print  in  color. 

To  make  information  more  accessible,  we  have  Telecopier  trans- 
ceivers and  communicating  typewriters  that  transmit  information 
crosstown  or  cross-country  in  minutes. 

We  even  offer  computer  services  that  let  you  manage  information 
without  having  to  manage  a  computer. 

So  you  see,  Xerox  information  management  systems  are  actually 
the  epitome  of  the  work  ethic. 

They  work  harder.  So  you  can  work  better. 

XEROX 


XEROX®  and  Telecopier®  arc  trademarks  of  XEROX  CORPORATION. 


The  processing  environment  is 
changing;  central  computers  need 
not  process  most  of  the  paperwork; 
instead,  there  is  a  trend  to 
modularized,  medium-scale  mini- 
or  microcomputers  to  handle  a 
range  of  transactions  where  the 
information  is  actually  used.  As  the 
trend  accelerates,  many  managers 
will  stop  "farming  out"  their  paper- 
work to  large  EDP  centers.  Aided  by 
networks  of  on-line  terminals  and 
computers  within  departments  and 
within  businesses,  managers  are 
gaining  fuller  control  over  more 
aspects  of  their  business  with  less 
reliance  on  central  computer 
facilities. 

Major  Central  EDP  Functions 

The  direction  of  the  past  two 
decades  of  computer  development  is 
being  reversed.  In  office  automation, 
if  nothing  else,  many  managers 
have  come  to  believe  that  small  is 
indeed  beautiful.  This  doesn't  mean 
the  central  computer  monsters  will 
suddenly  disappear!  There  are  four 
major  functions  for  central  systems 
which  will  continue  to  be  extremely 
important  in  this  new  automated 
office  environment. 

•  First,  the  large  computer  will  con- 
tinue to  be  needed  for  its  heavy, 
computational  power.  The  smaller 
systems  can  seek  processing  aid 
from  the  large  machines  for  heavy 
jobs. 

•  Second,  the  big  system  will  be  a 
central  link  for  switching  of  infor- 
mation from  one  remote  system  to 
another. 

•  Third,  it  will  continue  to  handle 
the  repetitive  organization-wide 
paperwork  and  number  crunching. 

•  Fourth,  it  will  become  the  reposi- 
tory of  vast  files  of  information 
which  will  be  retrievable  even 
from  the  executive's  personal  desk 
console  or  "ofifice  in  the  briefcase." 

Organizational  Changes 

The  trend  will  entail  important 
changes  in  the  organization.  One  of 
these  is  that  the  computer  opera- 
tions group  will  break  up  and  be 
located  in  many  places.  In  keeping 


with  the  concept  of  local  span  of 
control  and  humanistic  systems, 
computer  specialists  will  typically 
report  to  managers  within  a  division 
or  group  of  the  business.  There  will, 
however,  be  a  growing  need  for  a 
central  group  of  office  automation 
experts  who  can  be  called  upon  to 
solve  specific  problems  of  develop- 
ment or  operation  within  the 
decentralized  facilities. 

Office  automation  will  bring  with 
it  some  new  problems.  Processes 
must  be  worked  out  to  change  over 
from  manual  to  automated  systems. 
Means  must  be  developed  to  inter- 
face with  the  rest  of  the  world's 
manual  systems.  Files  will  have  to 
be  standardized.  Dealing  with 
multiple  vendors  of  electronic 
equipment  means  you  will  need  to 
develop  appropriate  data  structures, 
communication  protocols  and  text 
packet  formats.  Protection  of  confi- 
dential information  in  the  on-line 
terminal  network  environment  sug- 
gests protocols  of  access  codes  as 
well  as  encryption  and  description 
of  certain  data  being  sent  among  ter- 
minal users. 

Physical  Planning 

If  we  continue  to  view  the  entire 
office  automation  process  from  the 
humanistic  side,  the  physical  plan- 
ning and  aesthetics  are  important. 
The  office  landscape  must  work  for 
all  the  equipment  shown  in  the 
sketch  at  the  beginning  of  this  arti- 
cle. Environmental  planning  must 
take  into  account  more  air  con- 
ditioning for  new  computer  ter- 
minals and  equipment.  Other 
factors  include  noise  control  for 
fans,  printers,  etc.,  as  well  as  wiring 
circuits  for  both  power  and  com- 
munication lines.  In  the  long  term,  it 
might  make  sense  to  have  your  own 
professionally  trained  maintenance 
staff.  Many  companies  have  their 
own  telephone  maintenance.  More 
and  more  will  have  office  automa- 
tion and  computer  maintenance  for 
rapid  responses  to  repair  and 
change  requirements. 

In  the  future,  video  conferencing 
will  become  part  of  the  office  sys- 


tems network.  The  new  com- 
munications satellites  will  make  thi; 
economical  and  practical.  Perhaps 
voice  data  entry  and  response  tech- 
nology will  have  breakthroughs  anc 
we  will  have  a  whole  new  wave  of 
terminal  equipment. 

Many  companies  are  modifying 
their  organizations  to  better  handle 
office  automation  networking.  One 
large  Philadelphia  insurance  com- 
pany has  grouped  all  office  services 
under  a  Technical  Vice  President 
and  they  have  proceeded  with  a 
task  force  approach.  They  have 
embarked  upon  an  area-by-area, 
floor-by-floor  program  for  office 
automation,  vowing  to  keep  human 
ism  uppermost  as  they  apply  new 
office  technology. 

We  have  been  on  a  pendulum 
with  a  20-year  swing  toward 
dehumanized,  impersonalized, 
centralized,  automated  processing. 
Now  the  pendulum  has  started 
back.  Humanistic  though  the  transi- 
tion will  be,  it  will  not  be  accom- 
plished without  people  problems. 
These  are  inevitable  when  behavior 
patterns  and  work  habits  must  be 
changed. 

The  move  to  personal,  rather  thai 
team  responsibility,  may  be  seen  by 
some  as  depriving  individual 
employees  of  enjoyable  personal 
contacts  and  "support."  When 
records  are  instantaneously  avail- 
able for  review  by  peers  and  super- 
visors there  is  bound  to  be  some 
apprehension.  There  maybe  fears 
about  job  security  or  unfair  perfor- 
mance reviews.  These  reactions 
must  be  dealt  with.  The  wise  man- 
ager will  anticipate  them,  prepare  a 
sensitive  organizational  com- 
munications program,  and,  most 
importantly,  be  prepared  to  exp)eri- 
ment  in  order  to  find  the  optimum 
system.  The  process  must  be  open- 
ended  and  evolutionary.  Managers 
will  have  to  be  more  conscious  of  th 
human  factors.  But,  given  these 
caveats,  the  prospects  for  humanisn 
in  business  and  for  beneficial  operat 
ing  improvements  have  never  been 
better. 


Digital  has  put  an  end  to 
the  approximate  fit. 


You  can't  force  fit  a  computer  into  your 
business  without  changing  the  picture. 
Either  your  computer  company  matches 
your  requirements,  or  you  match  theirs. 

Digital  matches  yours. 

We  have  the  broadest  line  of  inter- 
active business  systems  in  the  industry. 
Dozens  of  different  systems.  From  small  to 
very  large.  Systems  that  can  do  general 
business  processing.  Transaction  process- 
ing. Word  processing.  Systems  that  will  talk 
to  other  systems.  Systems  that  will  fit  your 
needs  today  and  grow  as  you  grow. 

And  for  an  even  closer  fit.  Digital  has 
the  world's  largest  network  of  independent 
suppliers  to  help  you  define  and  fill  your 
application  needs. 


You  get  a  system  that  matches  the  job 
you  need  done.  Precisely.  Without  sacrific- 
ing economy  or  performance.  That's  the 
Digital  approach. 

To  learn  more  about  it  simply  call  your 
nearest  Digital  Sales  Office.  Digital  Equip- 
ment Corporation,  Commercial  Products 
Group,  MK1-2/H32,  Continental  Boulevard, 
Merrimack,  New  Hampshire  03054.  Euro- 
pean headquarters:  12,  av.  des  Morgines, 
1213  Petit- Lancy/Geneva.  In  Canada: 
Digital  Equipment  of  Canada,  Ltd. 
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CHANGING  PRODUCTS 
AND  SERVICES 


Frederic  G.  Withington 


If  you  are  a  typical  executive,  you 
have  had  some  contact  with  data 
processing  for  many  years  and  have 
increasing  confidence  that  you  can 
cope  with  its  evolution  in  your  orga- 
nization. You  are  no  doubt  aware 
that  changes  have  occurred  in  the 
industry  which  may  require  you  to 
rethink  some  of  your  attitudes,  and 
to  be  prepared  to  manage  some 
revolutionary  approaches  to  data 
processing. 

What  are  the  changes?  Probably  the 
most  important  is  the  decrease  in  the 
cost  of  semiconductor  electronics.  Elec- 
tronic component  costs  have  im- 
proved by  a  factor  of  at  least  four 
every  five  years  over  the  last  twenty, 
and  will  continue  to  improve.  This 
drop  in  cost  has  affected  the  tradeoff 
between  the  costs  of  people  and  the 
costs  of  machines. 

You  should  stop  worrying  about 
"100%"  utilization  of  computers.  In  the 
past  computers  were  expensive  and 
technical  staff  inexpensive.  Now  the 
reverse  is  true,  and  you  should  be 
prepared  to  waste  computer  power 
to  save  people  time. 

Investment  vs.  Return 

Another  effect  of  the  declining  cost 
of  electronic  components  has  been 
that  the  manufacturers  of  data  pro- 
cessing devices  have  chosen  to  buy 
entire  sub-systems  rather  than  indi- 
vidual discrete  components.  Most 
data  processing  devices  now  employ 
microprocessors  containing  thou- 
sands of  individual  circuit  elements, 
and  semiconductor  memory  chips 
now  have  as  many  as  16,000  indi- 
vidual memory  storage  elements 
which  not  too  long  ago  had  to  be 
bought  as  individual  components. 

By  obtaining  these  relatively  high- 
level  electronic  sub-systems,  manu- 
facturers have  been  able  to  reduce 
sharply  the  assembly  costs  of  most 
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complex  devices.  As  a  result,  the  econ- 
omy-of-scale  in  computer  manufactur- 
ing has  nearly  vanished.  The  effect  has 
been  favorable  from  your  point  of 
view:  You  have  more  alternative 
suppliers  available  for  almost  every 
kind  of  data  processing  device,  and 
the  resulting  price  competition  has 
produced  markedly  improved  price- 
performance  levels.  There  is  a  cor- 
ollary concern,  however:  You  need  to 
be  more  careful  in  evaluating  the 
viability  of  a  supplier. 

Longer  Term  Leasing 

You  have  also  helped  the  small  com- 
panies by  tending  to  obtain  your 
data  processing  equipment  on  a  pur- 
chase or  long-term  lease  basis,  as 
opposed  to  a  short-term,  instantly 
cancelable  rental.  Computer  manu- 
facturers no  longer  have  to  find  financ- 
ing for  large  installed  bases  of  rented 
equipment. 

You  have  changed  your  behavior 
mostly  because  you  know  more 
about  what  your  basic  data  process- 
ing applications  are,  and  you  have 
learned  that  many  of  them  will 
change  very  slowly,  if  at  all.  You 
have  invested  perhaps  thousands  of 
man-years  of  programming  labor 
over  the  decades  in  the  set  of  appli- 
cations you  have  running;  you 
know  there  is  no  chance  that  you 
will  suddenly  abandon  this  pro- 
gramming investment  in  order  to 
use  different,  incompatible  equip- 
ment—no matter  how  attractive.  As 
a  result,  when  you  procure  a  new 
piece  of  equipment,  you  are  typi- 
cally willing  to  commit  yourself  to  it 
for  four  years  or  more,  in  order  to 
obtain  more  favorable  terms. 

However,  this  does  impose  con- 
straints. No  matter  how  desirable  a 
new  technique  may  be  (such  as  inte- 
grated, multifile  data  bases  or  dis- 
tributed processing),  you  are  unable 


to  make  any  revolutionary  change 
that  requires  reprogramming  of  all 
or  most  of  your  applications.  The 
vendor,  too,  is  constrained.  In 
designing  his  equipment,  he  must 
make  sure  it  will  be  either  fully 
plug-compatible  (function  exactly 
like  the  ones  already  installed)  or 
offer  innovations  in  a  way  that 
requires  you  to  reprogram  only  by 
modest  degrees.  A  great  inertia  has 
grown  up  in  the  data  processing  indus- 
try, caused  by  the  "software  lock-in"  of 
the  users;  any  revolutionary  change 
would  take  decades  to  implement. 

In  many  companies,  this  con- 
straint on  change  has  become  an 
unwelcome  constraint  on  overall 
corporate  planning  as  well.  Changes 
in  physical  location  of  facilities,  in 
organization  structures,  and  in  ways 
of  doing  business  have  been  im- 
peded by  the  fact  that  the  existing 
computer  programs  must  also  be 
changed  to  accommodate  them.  The 
way  to  obtain  data  processing  flexibility 
may  be  through  the  employment  of  dis- 
tributed networks  of  small  computers. 
The  concept  is  so  attractive  that 
there  is  a  danger  in  proceeding  too 
fast  in  most  organizations;  early 
pioneers  have  discovered  that  there 
are  significant  impediments  to  the 
use  of  wholly  distributed  data  pro- 
cessing networks. 

For  one  thing,  as  is  pointed  out  in 
conjunction  with  office  automation, 
distributed  data  processing  networks 
imply  the  existence  of  standards  that 
interfere  with  existing  authority  struc- 
tures. If  an  overall  corporate  data 
processing  network  is  to  exist,  it 
must  employ  a  common  corporate 
communication  system  whose  speed 
and  responsiveness  are  limited  in 
ways  that  may  constrain  the  prefer- 
ences of  individual  divisions  or 
functions.  It  must  involve  standard 


TRY  TEILING  HIM  HOW  TO  RUN  HIS  KITCHEN. 


He  knows  what  makes  his  opera- 
tion run  smoothly.  And  that's  why 
we  wouldn't  tell  you  to  buy  a 
computer  that  tells  you  to  change 
the  way  you  operate.  Our  CS 
series  of  small  business  com- 
puters are  designed  to  work  the 
way  you  work,  transaction  by 
transaction,  as  well  as  provide 
you  with  timely  management 
reports  when  you  need  them. 


IT, 


U  Send  the  brochure  about  Data  Gener.il^  i.  s  i 

□  I'm  too  busy  to  wait  for  brochures;  h.i\  c   

contact  me 


Name 


Title 


Company 


Tel.  No. 


Our  CS  series  are  all  simple  to 
operate  and  can  keep  up  with 
your  company  or  department  as  it 
grows.  You  can  choose  the  right 
size  computer  that  best  fits  each 
department's  needs,  all  with  com- 
munications capabilities  to  central 
computers.  And  all  feature  COBOL, 
the  most  widely  used  business 
language.  If  you  want  to  get 
things  cooking,  send  the  coupon. 

IrDataGeneral 

We  make  computers  that  make  sense. 

Data  General  Corporation,  Westboro,  MA  01581,  (617)  366-8911.  Data  General  (Canada)  Ltd. ,  Ontario.  Data  (ieneral  Europe,  61  rue  de  Courcelles,  Pans.  France.  766. 51. 78.  Data  Genera 
Australia,  (03)  89-0633.  Data  General  Ltda.  Sao  Paulo,  Brazil  543-0138.  Data  General  Middle  East,  Athens,  Greece,  952-0557.  ©  Data  General  Corporation,  1978. 


Address 


City  State 
Mail  to:  Data  General  Corporation 
I   Westboro.  Mass.  01581. 


Zip 


definitions  for  items  of  data  com- 
municated between  facilities;  it  may 
be  difficult  to  achieve  consensus  on 
identical  terminology  throughout  a 
corporation,  especially  if  expensive 
conversions  to  the  new  standard  are 
needed  on  the  part  of  some  divisions. 

Financial  control  is  much  more 
difficult  in  distributed  networks.  In 
centralized  batch  processing  sys- 
tems, incoming  data  is  usually 
accompanied  by  control  totals 
which  can  be  maintained  through- 
out the  processing  operation  under 
the  aegis  of  a  central  professional 
management.  In  distributed  data 
processing,  files  are  updated  at  the 
points  where  the  small  computer 
systems  are  located,  by  p)ersonnel 
located  at  the  points  where  the 
transactions  occur.  There  are  no 
batches,  and  there  is  no  professional 
oversight  of  the  people  entering  the 
data  or  changing  the  files.  No  gen- 
eral way  has  been  found  to  assure 
accuracy  and  auditability  of  infor- 
mation processed  in  such  a  dis- 
tributed manner. 

The  problem  of  control  has  caused 
most  organizations  to  employ  only  very 
limited  forms  of  distributed  processing. 
Typically,  an  organization  employ- 
ing distributed  processing  today  will 
install  a  minicomputer  to  assist  in 
the  data  entry  process  where  local 
agents  operate  the  terminals.  The 
files  themselves  are  usually  retained 
at  a  center.  All  updating  is  per- 
formed there  by  means  of  small 
batches  of  data  passed  periodically 
to  the  center  from  the  local  mini- 
computers. Many  organizations  also 
permit  the  local  agents  at  their  ter- 
minals to  ask  questions  about  the 
status  of  information  in  the  central 
files.  But  they  provide  no  capability 
for  them  to  alter  the  central  records. 

Where  files  must  be  updated  by 
the  local  agents,  most  organizations 
perform  the  updating  in  memo  files 
that  are  not  expected  to  have 
accounting  validity.  This  is  done  by 
providing  a  copy  of  the  necessary 
portion  of  the  master  file  each 
morning  for  updating  during  the 
day.  All  the  individual  transactions 


are  saved  and  forwarded  in  batches 
by  night  to  the  central  computer.  In 
this  way,  an  organization  can  pro- 
tect itself  against  error  or  misuse  of 
data  at  the  branches  during  the 
working  day,  but  at  the  cost  of  a 
complete  duplication  of  the  posting 
operation. 

Communications  Networks 

Another  problem  impeding  the 
growth  of  distributed  data  process- 
ing is  the  cost  and  complexity  of  the 
associated  communications.  Most 
organizations  now  have  multiple 
networks  for  voice  communications, 
telex  traffic,  and  individual  data 
processing  applications  of  multiple 
divisions.  It  is  difficult  to  build  multi- 
purpose communication  networks.  The 
software  to  cover  all  of  the  con- 
tingencies of  providing  multiple 
services  of  an  open-ended  nature 
compatible  with  a  wide  range  of 
devices  is  very  complex.  The  con- 


Central  Data  Processing:  Central 
systems  will  evolve  to  cover  four  major 
functions:  heavy  computation, 
information  switching  among  remote 
terminals,  repetitive  organization-wide 
paperwork,  and  information  storage.  On- 
line intelligent  terminals  will  process 
more  information  at  the  desk  top. 


trol  devices  are  expensive,  and  so 
are  the  high  capacity  communica- 
tion lines  that  are  implied.  The  tele- 
phone companies  in  the  United 
States  and  all  other  western  coun- 
tries are  moving  toward  providing 
multi-purpose  communications  for 
you,  but  they  will  not  be  able  to  do 
so  for  years  They,  too,  must  solve 


the  complexities  of  compatibility, 
control,  and  the  like.  No  telephone 
company  in  any  western  country  will  f 
able  to  support  your  multi-purpose  con 
munications  needs  completely  within 
the  next  five  years. 


Service  Companies 

Increasingly,  service  organizations  off> 
alternatives  to  internal  data  processing 
and  communications  facilities.  Data 
processing  service  bureaus  have 
long  existed,  and  you  may  have  use 
them  for  batch  processing  or  inter- 
active services.  They  are  changing 
their  nature  to  take  advantage  of  th 
new  technology  and  software 
opportunities,  and  to  help  you  solv 
problems  of  the  kind  discussed 
above. 

Given  the  cost  and  complexity  of 
providing  multi-purpose  com- 
munications, many  users  have 
found  that  sharing  the  facilities  of  e 
specialist  firm  is  more  cost-effectivt 
than  implementing  their  own  net- 
works. Some  service  companies  are 
moving  toward  the  provision  of 
complete  distributed  data  processir 
networks,  providing  not  only  com 
munication  services,  but  also  pre- 
programmed minicomputers  to  pre 
vide  identical  functions  at  all  of  the 
locations  of  a  user. 


As  time  goes  on,  the  variety,  rich 
ness  and  usefulness  of  pre-pro- 
grammed services  and  systems  wil 
grow  steadily.  Some  things  will  get 
easier.  You  will  no  longer  have  to 
worry  about  computer  productivity 
as  sucrh.  Programming  will  becom.e 
steadily  easier  for  your  people, 
based  both  on  improved  packaged 
offerings  and  easier  methods  of 
developing  programs  for  non- 
specialists. 
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On  the  other  hand,  some  other 
things  will  get  harder.  You  will 
increasingly  be  asked  to  concern 
yourself  with  integrated  services 
and  facilities,  and  integration  acrosfcc\ 
organization  lines  will  challenge 
existing  delegations  of  authority  ar 
responsibility. 
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IntroducingThe 
Worn  Processing^ewriter. 

Irs  EitherThe  Simplest 
Worn  Processor  OrThe  Most 
\dvanced  Electronic  ^ewriter 

iNlHEWbRLD 


Never  before  has  a  company 
It  so  much  word  processing  in 
!  simple  a  package. 

Olivetti's  new  TES 
"•l .  It  brings  word  pro- 
I  ssing  right  to 
ur  secretary's  \^ 
sk. 

Simple  as  it  is,  however, 
livetti's  electronic  word  processing 
DC  writer  can  effect  some  big  changes  in 
ur  office.  The  401'$  memory  function  can 
vc  over  the  repetitive  typing  that  now  takes  up 
much  of  your  secretary's  time.  And  the  40rs 
?mory  is  so  sophisticated  it  can  automatically 
-Tge  variable  information  like  names  and  ad- 
:sses  with  a  constant  form  letter. 

The  401  comes  equipped  with  an  easy  to  use 
^dow'into-memory  for  error  free  electronic 
:t  editing,  minidiskettes  that  can  store  up  to 
DO  characters  each,  and  a  daisy  printer  that  can 
n  t  out  an  average  business  letter  in  less  than  30 
onds. 

If  you're  impressed  with  the  401  as  a  word 
'cessor  you'll  be  equally  impressed  with  it  as  a 
>e writer.  Ribbons  and  type  styles  can  be 


changed  instantly.  Dual  pitch 
(pica  and  elite)  and  pro- 
portional spacing  are 
available  at  the  flick  of 
a  switch.  Titles  can  be 
automatically  cen- 
tered on  a  page.  Right 
hand  margins  can  be 
justified.  And  decimals 
can  be  automatically  aligned. 
But  in  spite  of  all  its  advance- 
ments there  is  one  feature  of  the  401 
that  is  truly  backward.  Its  price  of  less  than  5 ,500 
dollars  is  literally  years  behind  the  times. 

To  arrange  for  a  demonstration  or  for  more 

information,  cut  out  the  coupon  below. 
I  1 

Olivetti  Corporation  of  America 

500  Park  Avenue,  New  York,  N.  Y.  10022 

Attention:  Word  Processing  Division 

I'd  like  more  info  on  your  new  TES  401  

I'd  like  a  demo  

Name  

Title  

Address  

City  


-Company. 


.State. 


Zip. 


Olivetti 


The  world's  best  designed  products,  inside  and  out. 


The  real-life  story  of  stockbroker  Max  lAe: 
why  he  phoned  to  congratulate  Radio  Shack 
on  its  TRS-80  computer.  And  how  he  uses  it. 


Here's  a  photo  of  Mr.  Ule 
working  with  his  TRS-80 


Some  people  don't  believe  ads.  Okay.  Grab  your  phone. 
Dial  800-223-6648  (at  no  charge)  and  ask  for  Max! 


Of  course  if  you're  a  New 
Yorker  you  can  dial  212- 
986-1660.  He's  sold  on  our 
TRS-80.  He'll  tell  it  like 
it  is. 

A  Harvard  graduate  (class 
of  1961  and  B-School 
1967),  Mr.  Ule  is  discount 
stockbroker,  one  of  the 
new  breed  that  sells  for 
less.  "I  can  tell  present  and 
prospective  clients, "  he 
says,  "precisely  what  my 
discounted  commission 
charges  will  be  as  well  as 
the  old  pre-May-1975 
NYSE  fixed  rates. 
"I  also  find  it  handy  in 
comparing  actual  trades 


Radio  Shack's  easy-to-understand 
232-page  programming  manual  is  in- 
cluded at  no  extra  cost 


Use  TRS-80  software  or  write  your  own 
special  programs  like  Max  did. 

with  the  machine  to 
monitor  and  correct 
errors. "  While  we  talked 
on  the  phone,  he  simulta- 
neously tossed  in  a  few 
quotations  —  "real  time"  as 
they  say  in  computer  lingo 
—  made  on  his  $599  Radio 
Shack  system.  He's  step- 
ping up  to  16K  soon  so 
he  can  figure  option 
commissions. 

By  coincidence,  this  writer 
was  in  Minneapolis  on 
August  27th  and  ran  into 
another  TRS-80 
stockbroker-user,  Mike 
Buck,  a  registered  repre- 
sentative with  Dain,  Kal- 
man  &  Quail,  Inc.,  also  a 


NYSE  member.  When  we 
told  Mike  about  Max  —  and 
not  to  be  outdone  —  he 
said  "well,  they  can  call  me 
collect  at  612-371-2822  and 
I'll  tell  em  how  I  use  my 
TRS-80.  " 

What  we've  found  out  in 
our  Max/Mike  research  is 


TRS-80  is  expandable:  you  can  add 
more  RAM  or  ROM,  printers,  disk  drives! 


that  brokers  are  smart 
enough  to  want  to  get  into 
computers  before  it's  vice' 
versa  and  maybe  1984  (the 
Orwell  connection).  And 
that  the  phone  is  a  great 
free  way  to  prove  out 
advertising  claims. 
Radio  Shack  brought  the 
computer  out  of  the  air- 


conditioned  mystery  room 
right  down  to  personal  size 
(for  Max  Ule's  desk),  and 
personal  affordability  (sys- 
tems from  S599  complete). 
We  don't  necessarily  want 
your  gratitude.  We  want 
your  business.  Including 
your  Christmas  gift  busi- 
ness. Because  somebody 
you  know,  young  or  old, 
needs  to  be  gifted.  And 
never  ever  had  hopes  of 
getting  a  computer. 
Until  now! 


Basic  system  is  in  slock  now  at  most 
Radio  Shacks  —  there's  one  near  you! 


i\    ....  ,  :u  e  may  vary  ac 
individual  stores  and  dealers. 


Radio  /haeK 

The  biggest  name  in  little  computers' 


A  Division  of  Tandy  Corporation 
Fort  Worth,  Texas  76102 


Annilfi)  Santos  (right)  slunv.s  vciictahlcs  to  a  customer  in  his  store 


All  the  way  from  Monterrey,  shoppers  come  to  Laredo  to  stock  up  on  bread  and  meat  as  well  as  durables. 

The  Streets  Of  Laredo 


They  may  be  largely  unpaved, 
but  the  stores  along  them  are  filled  with  gold. 


By  ELIZABETH  BAILEY 


Aldo  GUCCI  always  has  his  new  salons 
blessed  by  a  Roman  Catholic  clergyman. 
That's  why  at  10  a.m.  one  Saturday  last 
month,  Monsignor  George  Gloeckner, 
standing  only  100  yards  from  the  Rio 
Grande  River  in  Laredo,  Tex.,  blessed 
the  new  Gucci  boutique  in  Frost  Broth- 
ers department  store.  A  dusty  border 
town  would  seem  an  odd  place  for  a 
Gucci  boutique,  where  a  slim  leather 
belt  goes  for  $50,  a  quiet  ladies'  handbag 
$3.50.  But  Frost  Brothers,  which  has 
Gucci  outlets  catering  to  rich  Texans  in 
its  Houston  and  San  Antonio  stores, 
doesn  t  have  its  hopes  set  on  the  citizens 
of  Laredo — whose  unemployment  rate  is 
the  highest  in  Texas  and  whose  per  capi- 
ta income  of  $3,3.50  could  scarcely  cover 
the  price  of  a  matched  set  of  Gucci  lug- 
gage. Rather,  they  are  looking  to  the 
wealthy  Mexicans  who  live  in  Monter- 
rey, only  1.50  miles  south  of  the  border. 

That  border  trade  has  made  Laredo  a 
retail  center  of  phenomenal  proBtabilitv'. 
Annual  retail  sales,  estimated  as  high  as 
$800  million,  work  out  to  more  than 
$8,000  a  head  in  the  city  of  100,000— 
almost  twice  as  much  as  in  booming 
Houston.  Small  businessmen  from  all 
over  have  come  to  Laredo  to  open  shops 
and  make  millions.  You  can  see  their 


$350,000    homes    along    the  unpaved 
streets  outside  the  downtown  area. 
It's  a  town  of  success  stories: 
George  Hachar,  47  years  old,  who 
went  to   University  of  Pennsylvania's 


Street  in  Laredo 


Dont  judge  wealth  by  roads. 


Wharton  School  of  Business  &  Finance 
before  returning  home  to  Laredo,  is  the 
grandson  of  a  Syrian  immigrant  who 
started  out  in  1917  peddling  his  wares  on 
the  back  of  a  donkey.  The  Hachar  em- 
pire in  Laredo  now  includes  three  de- 
partment stores  and  several  million  dol- 
lars in  landholdings. 

For  the  pa.st  30  years  Arnulfo  Santos 
has  run  the  grocen  store  his  father  start- 
ed in  1920.  In  Texas  the  Santos  store  is 
something  of  a  legend.  Santos  did  over 
$10  million  worth  of  business  in  1975  in 
his  22,000-foot  store  selling  to  the 
3.50,000  Mexicans  who  live  across  the 
border  in  Nuevo  Laredo  and  who  crave 
the  soft  texture  of  Wonder  Bread  or  have 
a  hard  time  finding  fresh  meat.  Santos 
himself  is  unpretentious.  Dressed  in 
workingman  s  slacks  with  a  bunch  of  keys 
clanking  at  his  belt,  he  feels  easier  talk- 
ing about  the  popularity  of  hogs  heads 
along  the  border  (he  sells  over  2,000 
during  butchering  season  for  use  in  ta- 
males)  than  about  marketing  philosophy. 

Joe  Brand,  a  shirt  salesman  from 
Houston,  met  a  girl  in  Laredo,  married 
her  and  on  Sept.  5,  1935  opened  up  a 
1 ,200-scjuare-foot  shop  selling  ((uality 
niensweiir  to  Mexicans.  In  1938  he  start- 
ed advertising  in  Mexico  to  attract  the 
elite  who  couldn  t  find  the  ((uality  goods 
in  their  own  eounti-y.  Bv  1957  he  was 
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Shopping  in  Laredo  (clockwise): 
Arnuifo  Santos  showing  off 
antique  guns  in  the  bacic 
of  his  store;  Joe  Brand 
standing  next  to  his  Rolls 
Royce;  the  jewelry  counter 
in  Brand's  elegant  new  store  in 
the  Mall  del  Norte. 


selling  more  Arrow  shirts  than  Macy  s  in 
New  York  Cit\'.  This  fall  he  opened  up  a 
new  store  in  Laredo  s  Mai!  del  Norte. 
Outside  the  store  he  parks  a  steel-grav' 
Rolls  Royce  he  bought  in  England  sever- 
al years  ago,  which  he  sends  out  to  pick 
up  customers  at  the  airport  and  to  deliv- 
er purchases.  "When  we  deliver  the 
packages,  we  give  the  customer  a  free 
ride  around  the  block,  says  the  impec- 
cably groomed,  75-year-old  Brand. 

Orders  tend  to  be  large.  "Our  largest 
bill  was  for  $27,000,  "  remembers  Brand. 
'One  day  one  of  our  regular  customers 
came  in — I  don't  want  to  mention  his 
name,  he's  had  a  financial  reverse — and 
he  brought  his  son,  Leonardo.  We 
showed  him  14  suits  and  Leonardo 
pointed  to  one  and  said,  'Not  that  one. 
"But,  says  Brand  confidentialK ,  "we 
really  don  t  like  to  publicize  our  Mexican 
trade  much  any  more. 

No  one  in  Laredo  does.  Mexico,  trying 
to  encourage  its  own  domestic  manufac- 
turing, requires  import  licenses  for  most 
consumer  goods  and,  even  when  grant- 
ed, the  duties  imposed  effectively  price 
the  goods  out  of  the  market.  But  enforce- 
ment has  proven  difficult.  Affluent  Mexi- 
cans buy  their  goods,  then  take  them 
back  to  the  hotel  room  and  carefully 
remove  all  labels  and  tags.  Suits  are 
rolled  up  to  give  them  a  wrinkled  look. 
"They  come  in  with  emptv  suitcases  car- 
rying only  a  change  of  underwear.  A  lady 
will  come  into  a  store  and  buy  15  suits. 
She's  got  lists  with  everybody's  sizes. 
And  shell  get  them  across  somehow,' 
says  Robert  Junger,  who  is  in  charge  of 
sales  for  Botany  500  in  Dallas. 

It's  not  only  Laredo  that  benefits.  All 
the  towns  along  the  border  do  a  healthy 
trade.  Fine  San  Antonio  stores  150  miles 
from  the  border  get  up  to  20%  of  their 
business  from  Mexicans.  Houston,  with 
its  enormous  Medical  Center  drawing  in 
whole  families  from  the  South  for  a  semi- 
annual checkup,  gets  more  of  the  busi- 
ness each  year.  It  is  more  than  rich 
oilmen  that  keep  fancy  stores  like  Nei- 
man-Marcus  bus\'  through  the  state. 

An  even  larger  trade  is  carried  on  by 


the  chivcros,  which  means  goatherd  in 
Spanish,  but  to  the  retailers  along  the 
border  it  means  the  Mexican  entrepre- 
neurs who  come  with  cash  in  the  thou- 
sands to  buy  watches,  TVs,  radios  and 
other  goods  for  resale  in  Mexico.  The\  are 
the  reason  that  some  of  the  electronics 
stores,  unimpressive  structures  ma\  be  40 
feet  wide,  can  turn  over  a  volume  of  as 
much  as  $40,000  a  day.  The  owners  sell  at 
discounted  prices,  making  maybe  5%  on 
the  dollar,  but  at  that  volume  a  single 
store  can  make  $600,000  a  year.  "Some- 
body can  come  down  here,  open  up  a  tiny 
shop  and  within  a  year  make  enough  to  go 
on  to  a  bigger  one.  So  it  goes  imtil  they 
are  nicely  set  up,'  says  Rick  Duran  of 
Denco  Photo  &  Camera  Shop. 

Where  the  goods  go  after  purchase  is, 
according  to  Murra\  Berkowitz,  presi- 
dent of  Frost  Brothers,  "a  ticklish  (jues- 
tion,  but  not  our  concern.  Sa\s  Carlos 
Castillon,  a  lawyer  for  International 
Bonded  Warehouses,  "All  I  know  is  they 


buy  from  us.  We  sell  the  goods  and  the> 
take  them.  IBW  admits  to  doing  onl\ 
$25  million  worth  of  business  along  the 
border — though  knowledgeable  sources 
estimate  volume  at  more  than  twice 
that — selling  licjuor,  Rolex  watches,  ciga- 
rettes and  other  goods  dut\  -free  to  peo- 
ple taking  them  out  of  the  country-. 

The  border  business,  however,  is  not 
without  its  problems.  For  the  past 
month  or  so.  business  all  along  the  bor- 
der has  suffered  because  Mexican  cus- 
toms officials  have  been  stopping  every 
car  and  truck  for  a  thorough  search.  Offi- 
cials who  at  other  times  asked  the  "  price 
of  a  cup  of  coffee  to  look  the  other  way 
are  now  confiscating  goods  or  imposing 
fiill  duties.  That  can  mean  an  extra  $100 
for  a  $  129  projector. 

Sales  have  dropped  and  retailers  are 
confused  about  what  is  happening.  The 
truth  seems  to  be  that  the  Mexican  gov- 
ernment is  trying  to  keep  more  of  the 
business  on  its  side  of  the  border.  Re- 
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WHERE  MEN  CAITT  KEEP 
TABS  ON  OIL  WELLS 


UTRW  SYSTEM  CAN 


Getting  oil  and  gas  from  the 
ocean  floor  is  getting  us  into  deeper 
waters  than  we've  ever  been  before. 

To  hostile,  forbidding  depths  that 
demand  a  new  kind  of  technology. 

So  a  company  called  TRW  has 
developed  a  unique  undersea  control 
system  that  can  run  a  single  well  or 
control  an  entire  field.  To  design  the 
system,  we  applied  the  sophisticated 
technology  that  is  used  to  operate 
spacecraft  millions  of  miles  from 
earth,  for  years  after  they're  launched. 


These  TRW  control  systems  are 
now  keeping  tabs  on  wells  at  the 
bottom  of  many  of  the  world's  oceans, 
even  under  the  Arctic  ice  cap.  And 
they're  designed  to  work  as  deep  as 
10,000  feet.  So  reliably,  they  can  run 
for  years  without  servicing. 

At  TRW  we're  helping  man 
spend  more  time  finding  oil,  and  less 
time  minding  it. 

A  COMPANY  CALLED 


TRW 


National  Bank 
of  North  America 


THE  BANK  THAT  GOES 
OUT  OF  ITS  WAY  FOR  YOU 


WE  MAKE  AN  EXTRA  POINT  OF  SOLVING 
YOUR  TOUGHEST  BANKING  PROBLEM! 


At  North  America,  converting  banking 
problems  to  banking  solutions  is  the  name  of 
the  game.  Our  team  of  banking  professionals 
works  closely  with  you  to  find  the  answer  to 
your  company's  needs. 

But  in  banking,  talent  has  to  be  backed  by 
muscle,  just  as  in  sports.  Our  team  is  backed  by 
a  Money  Center  Bank  headquartered  at  44 
Wall  Street.  As  of  June  30, 1978,  North 


America  became  the  35th  lai-gest  bank  in  the 
U.S.,  with  assets  of  over  $3.9  billion.  Add  that 
to  our  financing  and  service  capabilities 
nationwide  and  around  the  world,  and  you 
have  a  bank  that  can  give  your  company  the 
full  credit  it  deserves. 

So  when  you  have  a  tough  banking 
problem  let  North  America  show  you  how  we 
can  provide  the  winning  solution. 


QT 


National  Bank 
of  North  America 


AN      f  II  IAI(  OF  L  iT  FlNANriAL  tOKPuRATlON 

Member  F.D.I.C.  Over  140  offices  in  New  York  City.  Long  Island  and  Westchester 


Gucci  bouli<iuc  in  Laredo 


Luxury  for  the  Mexican  elite. 

cently  it  expanded  its  free-trade  zone 
along  the  border  where  Mexicans  can 
stock  their  shelves  with  duty-free  im- 
ports— how  tnuch  depends  on  the  item. 
The  rest  of  their  stock  must  be  Mexican- 
made.  Tension  with  the  U.S.  over  its 
refti.sal  to  accept  Mexico  s  natural  gas  and 
continued  problems  over  illegal  aliens 
may  also  have  played  a  part. 

But  there  are  always  ways  to  get  goods 
across.  "Last  Friday,  "  says  J.L.  Rodri- 
guez, manager  of  La  Posada,  a  luxury 
motel  in  Laredo,  "there  was  a  bus  from 
some  sort  of  Mexican  college  parked  out- 
side. We  saw  more  than  one  Sony  TV 
disappear  into  the  baggage  compart- 
ment. You've  got  to  admit  they  know 
how  to  do  things.  " 

Retail  sales  are  also  largely  dependent 
upon  the  value  of  the  peso.  When  Mexi- 
co devalued  its  currency  in  1976,  causing 
the  peso  to  drop  one-half  in  value  against 
the  dollar,  volume  in  the  border  towns 
dropped  as  much  as  75%,  and  shock 
waves  were  felt  in  San  Antonio  and 
Houston.  But  given  the  20%-plns  annual 
rate  of  inflation  in  Mexico  and  the  gradu- 
al adjustment  to  the  new  exchange,  retail 
sales  have  recovered  to  about  80%  of 
their  1976  level.  In  spite  of  the  risks, 
retail  space  has  increased  almost  50%  in 
Laredo  in  the  last  two  yesars,  much  of  it 
in  two  large,  new  malls.  ■ 


0/7  development  by  Santa  Fe 
resources  companies 
exceeds  45,000  barrels  a  day. 


Torrance,  California  plant  (above)  is  part  of 
Santa  Fe's  petroleum  operation 


SaiitaFe  progress 

Petroleum  development  was  started  by  Santa  Fe 
81  years  ago  as  a  fuel  source  for  our  steam  locomotives. 
Today,  our  petroleum  staff  specializes  in  secondary 
recovery  and  exploration  methods.  Santa  Fe  has  over 
800,000  acres  for  exploration  in  sixteen  states  p/i/s 
interests  in  developments  offshore  in  the  Gulf  of  Mexico, 
California  and  Alaska. 

Providing  energy-saving  transportation  and  developing 
energy-producing  resources  are  part  of  Santa  Fe's  progress. 
Now  our  operations  are  more  important  to  America's 
industries  and  the  Government  as  the  nation  seeks  new  ways 
to  save  fuel  and  develop  our  country's  natural  resources. 

For  information  about  tlie  many  ways  we  can  serve  you,  write  or  call: 

SANTA  FE  INDUSTRIES,  INC. 

224  South  l\4ichigan,  Chicago,  III.  60604  (312)  427-4900 
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Hankie  crooned 
ttinry  gave'em  hell. 


The  boys  came  home.  And  again  Avco  was  there.  Ready  to  help 
rebuild  a  peacetime  economy  With  manufacturing  capabilities  to  help 
achieve  the  highest  standard  of  living  in  history. 

A  confident  standard  of  living.  Built  by  corporations  responding  to 
the  needs  of  the  times.  Today  Avco  is  building  generator  components 
for  the  nation's  first  coal-fired  magneto-    i  ' 
hydrodynamic  (MHD)  pilot  plant. 

Providing  one  of  the  most  energy  effi-  j  gpl 

cient  uses  of  coal  to  date.  ''^^L  W^' 

Avco  designs  and  builds  engines  for  wBll^ 
every  leading  manufacturer  of  general  ^^^V 

aviation  aircraft.  Setting  new  standards  ...^-^HLw*  

for  safety  efficiency  and  maintainability  ^ 
in  a  worldwide  market.  .^^^mi^:^^  > 

And  Avco  is  the  world's  leading  suppli- 
er of  boron  fibers.  Strong  as  steel,  with     L  — - 

a  fraction  of  steel's  weight  Reinforcing  ';SZ'^r.^iTs^^^^>^^ 

aircraft  tail  surfaces.  And  the  frame  of  lasers, 
your  favorite  tennis  racket. 
^  Leading  the  way  for  fifty  years.  From 

aerospace  tp  financial  services,  from  ^nt^i.tW^V^ 

research  to  manufacturing.  Where  Avco  .^^^uM^At 

leads,  confidence  follows.  CaRPORArON 


I 


I 


CORPORATION 


here  Avco  leads,  confidence  follows. 


The  High  Cost  Of  Complacency 

Crown  Zellerbach  must  spend  $1  billion  over  the  next 
five  years  just  to  catch  up  with  the  rest  of  the  forest 
products  industry.  Too  little  too  late? 


In  sheer  size  and  tradition,  108-year- 
old  Crow  n  Zellerbach  is  a  prince  among 
forest  products  companies.  Its  3.4  mil- 
lion acres  of  forest  lands,  spread  from  the 
prime  tree-growing  regions  of  the  Pacific 
Northwest  to  Louisiana,  produced  sales 
last  year  of  $2.3  billion  in  the  form  of 
pulp,  paper,  lumber,  plywood,  contain- 
ers and  chemicals.  Moreover,  these 
trees  were  acquired  before  timberland 
prices  soared,  making  them  the  third 
cheapest  trees  among  major  companies 
in  the  industry  (after  Weyerhaeuser  Co. 
and  Potlatch  Corp.).  Along  with  its  com- 
modity businesses.  Crown  also  has  a 
strong  consumer  franchise  on  the  West 
Coast  for  its  tissues  and  paper  towels 
under  the  Zee,  Nice  n  Soft  and  Chiflbn 
labels. 

From  a  financial  standpoint,  however. 
Crown  isn't  very  regal,  at  least  when 
compared  to  other  big  forest  products 
companies.  While  its  return  on  equit>'  is 
slightly  below  average  for  the  industry, 
its  net  profit  margins  of  4.7%  are  among 
the  lowest.  As  for  earnings,  1977  net  of 
$109  million  was  up  only  6.4%  over 
1973.  Admittedly,  1973  was  a  strong 
year,  but  almost  all  other  forest  products 
concerns  have  performed  better  since 
then  than  Crown. 

Things  were  not  always  so.  In  1968 
Crown  ranked  sixth  in  sales  but,  in  earn- 
ings, only  Weyerhaeuser,  Georgia-Pacif- 
ic, and  International  Paper  were  bigger. 
Today  Crown  is  still  si.xth  in  sales  but 
eighth  in  earnings. 

Things  are  still  rocky  this  year. 
Crown's  third-quarter  earnings  fell  73% 
on  a  sales  decline  of  3%.  Crown  blamed 
the  decline  on  the  two-month-old  West 
Coast  paper  mill  strike.  Other  firms 
earnings  were  also  affected,  but  C'rown  s 
were  hit  hardest. 

So  what's  wrong  with  Crown?  William 
T.  Creason,  49,  who  was  brought  in  as 
president  last  year,  publicly  acknowl- 
edged that  the  company  has  not  been 
making  enough  money  on  its  considerable 
resource  base.  But  neither  Creason  nor 
other  top  executives  at  Crown  Zellerbach 
have  been  willing  to  explain  the  com- 
pany's troubles  to  FoRBKS,  claiming  that 
the  time  was  never  right  for  an  interview. 
Nonetheless,  a  close  look  at  the  compa- 


ny  reveals    several    telling  problems. 

ObviousK  the  strike  is  an  unusual  cir- 
cumstance, but  it  does  highlight  one  of 
Crown  s  historic  problems.  More  than 
any  other  company  in  the  industry,  it  is 
physicalK'  and  economically  wedded  to 
the  West  Coast.  Close  to  70%  of  its  pulp 
and  paper  capacity  and  91%  of  its  lumber 
capacity'  is  in  California,  Oregon,  Wash- 
ington  and   British   Columbia  (where 


Crown  is  86%  owner  of  Crown  Zeller- 
bach, Canada,  Ltd.).  Sixty-five  percent 
of  its  owned  or  controlled  acreage  is  here 
as  well.  Other  major  producers  such  as 
International  Paper  and  St.  Regis  Paper 
have  only  an  estimated  25%  of  their  pro- 
duction in  the  West.  This  exposes  the 
company  not  only  to  the  more  militant 
West  Coast  unions  (leading  to  higher 
labor  costs)  but  also  to  the  tougher  pollu- 
tion control  standards  imposed  in  this 
area.  Because  many  of  Crown's  plants 
are  old,  during  the  1970s  a  goodly  chunk 
of  capital  spending  had  to  go  to  meet 
these  strict  standards  rather  than  for  in- 
come-producing modernization  or  capac- 
ity additions. 

Oown  grew  up  as  a  western  paper 
company  with  its  roots  deep  in  the  world 
of  San  Francisco  s  wealthy  old  families. 
Founder  Anthony  Zellerbach,  a  Bavarian 
immigrant,  started  as  a  paper  jobber  in 
1870  and   succeeding  Zellerbachs  fol- 


lowed his  lead.  For  decades  Crown  was 
the  only  major  paper  company  on  the 
West  Coast  and  thus  easily  dominated 
that  market.  But  modern  transportation 
changed  all  that.  By  the  1960s  Crown 
was  fighting  eastern  competitors,  with 
few  eastern  markets  of  its  own  to  fight 
back  in,  while  a  paper  glut  kept  prices 
and  profits  depressed.  Not  until  the  late 
1960s,  however,  did  nonfamily  manage- 
ment begin  diversifying  into  wood  prod- 
ucts, which,  because  they  generate  an 
estimated  five  to  six  times  more  revenue 
per  tree,  are  considerably  more  profit- 
able than  paper  when  you  are  cutting 
your  own  trees. 

Nor  did  management  appear  to  give 
sufficient  thought  to  what  was  produced 
at  its  mills.  Rather  than  limit  the  types  or 
grades  of  products.  Crown  s  mills  made 
even  thing  everywhere.  Limiting  prod- 
ucts allows  machines  to  run  continuously 
with  little  time  lost  for  changeovers.  So 
its  papt'r  mills  are  less  productive  than 
average  for  major  competitors,  and  unit 
costs  tend  to  be  higher  than  those  of 
competitors  who  specialize  and  achieve 
longer  production  runs. 

Worst  of  all,  nobody  seemed  worried. 
Complacency  was  the  prevailing  mood: 
Crown  Zellerbach,  after  all,  was  Crown 
Zellerbach.  Events  at  the  beginning  of 
the  1970s  were  hardly  fortuitous.  Francis 
Boylon,  who  had  been  Crown  s  chief 
executive  officer  and  president  for  only 
five  months,  died  of  an  apparent  heart 
attack.  About  the  same  time  Peter  Sin- 
clair, Crown  s  new  chairman,  also  died. 
Reaching  down  into  management  ranks, 
the  board  picked  Charles  R.  Dahl,  an 
executive  vice  president  for  less  than  a 
year,  to  replace  Boylon  and  moved  two 
other  organization  men  up  to  the  rank  of 
executive  vice  president.  The  position  of 
chairman,  however,  was  left  vacant. 

One  corporate  insider  suggests  that 
Dahl,  a  modest,  self-effacing  man, 
couldn  t  move  cjuickly  to  change  things 
because  the  company  was  so  dominated 
by  torjDor  at  the  operating  levels.  Out- 
side analysts,  however,  take  a  much  less 
charitable  view  and  fault  Dahl  and  the 
Crown  board  for  failing  to  take  strong 
action  when  it  was  needed.  One  stor>' 
goes  that  when  Charles  S.  LaFolIette 
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bi-came  financial  vice  president  in  the 
early  1970s  he  saw  Crovi  ri's  8%  return  on 
investment  could  be  nearly  doubled — 
which  would  have  made  it  more  like  that 
of  its  competitors.  At  thai  time  interest 
rates  were  8%. 

But  the  board  temporized  until  last 
year,  when  outside  board  members  suc- 
ceeded in  luring  Oeason  from  Brown 
Co. ,  a  smaller  ($454  million  sales)  paper 
company  in  California.  Creason's  deci- 


sions, while  not  startling,  have  at  least 
begun  to  apply  some  of  the  previously 
missing  logic.  Having  publicly  acknowl- 
edged the  company  s  shortcomings,  he 
set  about  spending  money  where  it 
would  do  the  most  good:  $1  billion  over 
the  next  five  years  to  upgrade  and  mod- 
ernize Crowns  inefiicient  operations. 
The  emphasis  of  the  plan  will  not  be  so 
much  to  increase  capacity  ;is  to  get  better 
earnings  from  those  $2-plus  billion  sales. 

One  of  the  toughest  situations  is  in 
Bogalusa,  La.,  Crowns  biggest  oper- 
ation east  of  the  Rockies.  Sixty  years  old, 
this  mill  was  perhaps  the  least  efficient  in 


the  business.  Rather  than  abandon  it, 
and  with  it  Crown's  foothold  in  the  East, 
Creason  plans  to  pour  $120  million  info 
the  plant.  He  has  already  cut  the  lal)or 
force  50%  and  eliminated  the  mill  s  bag 
business,  a  product  where  C'rown .  has 
only  limited  markets  in  the  Fast.  Capac- 
it\  will  be  converted  to  producing  liner- 
board  and  corrugating  medium  (used  in 
boxes)  to  supply  the  company  s  13  east- 
ern box  plants.  By  this  one  move,  Crea- 


son has  reduced  the  cost  of  producing 
linerboard  by  $40  to  $.55  a  ton,  a  signifi- 
cant cost  savings  for  a  commodity  prod- 
uct currently  selling  at  a  high  of  $220  a 
ton.  Additionally  Crown's  box  plants  will 
become  self-sufficient.  In  the  past  they 
were  net  buyers. 

At  West  Linn,  Ore..  $12  million  will 
be  spent  to  rebuild  a  paper  machine, 
con\c'rting  it  from  producing  bleached 
kraft  papers  to  making  coated  ground- 
wood  papers  used  by  magazine  publish- 
ers and  commercial  printers.  Not  onK 
will  the  plant  be  producing  a  higher- 
margined  product  much  more  in  de- 


mand, but  doing  so  at  a  lower  cost  as 
well,  since  the  groundwood  process  is 
cheaper  than  the  bleached  kraft  process. 

(Jreason  is  also  belatedly  trying  to  re- 
duce energ)  costs  (which  are  substantial 
in  the  paper  business)  by  installing  boil- 
ers that  can  utilize  wood  wastes  to  gener- 
ate energ).  \  $21  million  waste  wood 
boiler  at  Bogalusa  will  generate  steam, 
heat  and  electricity  for  the  mill  from  the 
residues  off^  nearby  lands.  At  Elk  Falls, 
British  Columbia,  steam  will  be  pro- 
duced from  the  waste  bark,  shavings  and 
dust  left  by  the  sawmill.  With  these  im- 
provements, Creason  hopes  to  make  the 
compan\'  50%  energy  self-sufficient, 
about  average  for  the  paper  industry. 

But  will  Creason  s  $1  billion  be 
enough?  Daniel  Jacobs,  an  analyst  with 
Herzfeld  &  Stern  in  New  York,  believes 
that  given  the  inflatiot)ar>'  efft'ct  of  re- 
placing facilities,  the  company  s  com- 
petitive position  will  be  impaired  unless 
it  spends  closer  to  $I..5  billion  (or  $2 
billion,  if  it  were  to  buy  a  sizable  timber 
block).  VV'ith  Crown  s  so-so  return  on 
shareholders  eciuity,  that  would  mean 
more  debt  added  to  the  record  $.503 
million  already  outstanding.  Some  of  the 
older  mills  probabK  should  be  scrapped, 
but  with  the  tremendous  cost  of  new 
capacity  there  are  really  no  good  choices. 

The  moral  of  the  ston,'  is  as  simple  as  it 
is  sad:  It  s  easier  to  let  a  business  fall 
behind  than  it  is  to  bring  it  back  again.  ■ 


. .  Not  until  the  1960s  did  nonfamily  management  be- 
gin diversifying  into  wood  products,  which,  because  they 
generate  five  to  six  times  more  revenue  per  tree,  are 
considerably  more  profitable  than  paper  .  .  ." 


''flouf  here  el/e  did  uie  find 
llie/e  idcol 
liciffic 
connccliofi/'* 


Kei|  po/ilioA 
Coloonc 


-  5    At  the  intersection  of 
.  '/  Europe's  highways,  at  the 
major  junction  of  Europe's 
rail  network,  with  direct 
waterway  connection  to  the 
United  Kingdom,  Belgium, 
France,  The  Netherlands  and 
Switzerland,  20  km  far  from 
Bonn  and  with  an  International 
"Drive-in-Airport  "only  a  fifteen 
minute  run  from  the  town 
This  geographical  key  postion 
in  Europe  isofferedbyCologne 


Industrial,  banking  and  Insur- 
ance centre  Europe's  venue 
for  international  tradefairsand 
exhibitions  A  market  for  four 
million  people  With  a  trained 
manpower  for  trade  and 
industry  Cologne  offers  deve- 
loped industrial  sites  with 
immediate  access  to  transport 
facilities  and  m  sizes  to  suit 
everybody. 

Cologne  -  Centre  of  Trade  for 
2000  years  -  make  it  yours! 


This  was  said  by 
Henry  Ford  I  at  the 
laying  of  the  corner 
stone  for  the  Ford 
Works  in  Cologne 
in  1930. 


Ask  for  further 
information  about 
Cologne: 

Stadt  Kdin 
Amt  fur 

Wirtschaftsfdrderung 
Am  Hot  52 
D-5000  KdIn  1 
Western  Germany 
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Statistical  Spotlight 


The  Quiet  Boom 
In  New  Issues 


Whilk  the  doomsayers  were  pro- 
claiming that  enterprise  was  dying  in 
America  and  that  new  companies  don  t 
have  a  chance  against  the  Exxons  and 
GMs  of  this  world,  a  handful  of  astute 
investors  were  cleaning  up  by  proving 
the  doomsayers  wrong.  They  were  in- 
vesting in  a  selected  group  of  new-issue 
stocks  that  has  been  racking  up  gains 
reminiscent  of  those  of  the  late  Sixties. 

It  takes  a  good  man  with  a  good  icU'a 
to  get  hacking  today.  But  this  rare  com- 
bination can  produce  spectacular  results. 
Gene  M.  Amdahl,  chief  architect  of  the 
IBM  System  360,  went  out  on  his  own, 
spent  $47  million  before  he  delivered  his 
first  computer  and  took  his  Amdahl 
Corp.  public  when  it  was  still  in  the  red. 
Now  Amdahl  is  in  the  chips  atul  his 
followers  sport  a  profit  of  over  300%. 

Scientific  computer  designer  Seymour 
R.  Cray,  builder  of  the  world's  fastest 
computer,  has  also  produced  a  fast  3()()% 
gain  for  C^rav  Research,  Inc.  investors. 

Horatio  Alger  s  characters  may  be  fic- 
tional, but  Federal  Express  Corp.'s 
hero,  aviator-founder  Frederick  W, 
Smith,  is  definitely  real.  Almost  single- 
handedly.  Smith  created  America  s  first 
new  national  airline — designed  for  small 
packages,  not  people — in  three  decades. 


He  nearly  went  broke  four  times,  but 
now  his  stock  has  increased  181%. 

Wendy  s  International,  an  imitator  of 
McDonalds  hamburger  with  good  ex- 
ecution and  startling  growth,  has  fat- 
tened its  supporters  with  a  200%  in- 
crease. Telenet  Communications  Corp., 
whose  backers  dreaTU  it  ma\'  become  the 
phone  company  for  business  data,  is  still 
in  tile  red,  but  its  stock  has  doubled. 

The  current  new-issue  boom  has  a  dis- 
tinct technological  flavor:  Of  the  compa- 
nies on  the  new-issues  list  below,  18  are 
in  data  processing  or  related  fields,  and 
virtually  all  of  them  show  substantial  in- 
creases over  their  offering  prices. 

In  the  financial  field,  the  savings  and 
loans  associations,  which  went  public  at 
near-giveawa\  prices  in  1976  and  1977, 
also  have  produced  big  gains  for  those 
who  backi-d  them.  So  have  energy  and 
mining  companies.  The  big  losers  have 
been  in  the  crowded,  overly  competitive 
citizens  band  radio  industry. 

Funny.  As  recently  as  1975  everyone 
figured  venture  capital  was  dead.  In 
1974  only  nine  new  companies  had  gone 
public  with  a  ridiculousK  low  market 
value  of  $16  million.  This  compared  with 
the  record  698  new  issues  of  small  com- 
panies with  a  market  value  of  $1.4  billion 


during  the  new-issue  mania  of  1969. 

Besides  individual  investors,  big  com- 
panies are  eyeing  thesi*  new  issues.  En- 
tenmann  s  Inc.,  an  East  (4)ast  baker\\ 
and  Vapor  Corp.,  a  transportation  e(juip- 
inent  manufacturer,  already  have  disap- 
peared through  mergers.  Carrier  (A)rp. 
is  in  the  process  of  ac(iuiring  Jenn-.^ir 
Corp.,  an  electric  appliance  maker. 

W  ill  this  boom,  like  past  ones,  get  out 
of  hand?  So  far,  few  excesses  are  show- 
ing. Last  year  29  new  million-dollar- 
plus  issues  raised  $1.50  million — ten 
times  the  1974  nadir  but  only  one-tenth 
the  1969  zenith.  Overpriced  garbage 
masciuerading  as  enterprise  isn  t  pre- 
ponderant, not  \et  anyway.  So  the  issue 
boom  probabK'  has  a  good  wa\  to  go. 
(Prices,  too,  are  much  fairer  than  those 
of  the  late  Sixties.) 

But  comes  a  boom  and  the  promoters 
start  coming  out  of  the  woodwork.  The\ 
already  are.  .M.  Green  &  Associates  will 
bring  out  Long  Shots,  Inc.,  a  new  gold- 
mining  stock,  and  S.B.  Cantor  &  Co.  will 
oiler  ('hop-Chop  Restaurants  C^orp.,  a 
chain  of  Chinese  restaurants.  The  wise 
investor  will  recognize  that  there  are 
great  opportunities  in  this  market.  But 
there  will  be  Levitz  Furnitures  of  the 
future,  too.  ■ 


Born  Again 

Most  of  the  companies  below — some  of  which  had  new-issue 
offering  values  totaling  as  little  as  $1  million — have  handsomely 
rewarded  the  rare  investor  who  was  willing  to  take  a  big  risk. 

 Offering  


Total 

%  Change 

Price  / 

Value 

Recent 

Since 

Earnings 

Date 

Shares 

(000) 

Price 

Price 

Offering 

Ratio 

Business 

1976 

Amdahl 

8/12 

2,125,000 

$29,219 

^3y* 

55% 

304.5 

22 

Computers 

Amer  S&L  Assn  of  Fla 

4/6 

745,665 

3,604 

4% 

2474 

397.4 

6 

Finance 

Bear  Creek 

12/16 

525,000 

7,350 

14 

-33.9 

7 

Mail  order 

Biscayne  Fed  S&L  Assn 

12/14 

861,461 

11,199 

13 

24 

84.6 

5 

Finance 

Bokum  Resources 

12/15 

300,000 

3,000 

10 

28 

180.0 

def. 

Uranium  exploration 

Buckeye  Fed  S&L  Assn 

9/1 

1,035,406 

7,662 

7^/8 

22 

198.3 

7 

Finance 

Buring  Food 

3/29 

450,000 

4,950 

11 

i5y4 

43.2 

8 

Meat  processing 

Chemineer 

1/28 

495,000 

4,208 

8V2 

-26.5 

22 

Chemical  process  equip 

Columbia  Pacific  B&T 

5/13 

375,000 

3,750 

10 

loy* 

2.5 

15 

Finance 

Cray  Research 

3/17 

600,000 

9,900 

i6y2 

66 

300.0 

40 

Computers  &  software 
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Total 

%  Change 

Price  / 

Value 

Recent 

Since 

Earnings 

Date 

Shares 

(000) 

Price 

Price 

Offering 

Ratio 

Business 

Data  Resources 

11/9 

300,000 

$  3,450 

iiy2 

3oy2 

165.2 

12 

information  services 

Data  Terminal  Sys 

7/13 

1,140,000 

5,605 

4% 

44y8 

820.5 

21 

Computer  terminals 

Documation 

7/a 

llO 

A'iA  Ann 

/,o/o 

1  / 

29/8 

■71  0 
/ 1.0 

i  -t 

1 1 

Electro-mechanical  prods 

Dyco  Petroleum 

Oft  A 

OAT  CAA 

607,500 

3,797 

i8y4 

192.0 

13 

Oil  &  gas  exploration 

Entenmann's 

C  /It  o 

0/12 

1   CAA  AAA 

1,500,000 

1 8,500 

12^8 

30* 

142.4 

20 

Baked  goods 

Four-Phase  Systems 

6/8 

900,000 

14,400 

16 

37y8 

136.7 

17 

Data  processing  system 

Gap  Stores 

5/19 

1,200,000 

21,600 

18 

loy* 

^0.3 

6 

Retailer 

Kimball  International 

9/z8 

CAA  AAA 

500,000 

6,000 

12 

21  ys 

82.3 

9 

Pianos;  electronic  organs 

Kyoto  Oeramic  Ltd— AUK 

1/29 

<  CCI  CAA 

l,5o2,500 

OO  AAA 

23,000 

14% 

3672 

147.5 

30 

Ceramics 

Manufacturing  Data  Sys 

z/n 

-TCO  AAA 

759,000 

5,250 

7 

21  ya 

212.5 

20 

Computer  systems 

Mayflower 

5/11 

399,300 

2,850 

7Va 

91/g 

28.1 

4 

Mnvina/StnrAdP 

Metropolitan  Fed  S&Lt 

8/28 

420^000 

4^000 

9V2 

17 

78.9 

3 

Finance 

NATCO  Industries 

5/19 

310,000 

2,480 

8 

5y8 

-32.8 

5 

Men's  apparel  stores 

Omnimedical  Services 

7/12 

250,000 

1,000 

4 

3y4 

-6.3 

def. 

Diagnostic  services 

PCA  International 

12/16 

400,000 

5,400 

i3y2 

i3y8 

-0.9 

8 

Photography 

Pathcom 

1/21 

600,000 

7,200 

12 

iy8 

-90.6 

def. 

Citizens  band  radios 

Rolm 

9/15 

820,672 

5,745 

7 

48y8 

594.6 

48 

Computers 

SBE 

1/8 

500,000 

5,500 

11 

2y8 

-76.1 

def. 

Citizens  band  radios 

Shared  Medical  System 

6/29 

1,400,000 

14,000 

10 

27y8 

178.8 

22 

Hospital  computer  svcs 

Stewart  &  Stevenson 

6/3 

850,000 

14,450 

17 

i9y4 

13.2 

4 

Diesel/turbine  engines 

Note:  Data  adjusted  for  stock  splits  and  dividends.  'Company  has  been  merged  or  acquired.  tUnit  offering;  P/E  ratio  based  on  common  stock 
price,  def.— deficit. 


''Thats  a  Butler  building?'' 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any-building. 

Yet,  they  also  give  you  all 
ithe  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "'Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co. 
Dept.  B  397  ,  BMA  Tower, 
Kansas  City,  Mo.  64141. 


.  7  16.?  I 
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 Offering  

Total 

%  Change 

Price  / 

Recent 

Since 

Earnings 

Date 

Shares 

(000) 

Price 

Price 

UiTering 

Ratio 

Business 

Tyrone  Hydraulics 

9/28 

423,097 

$  5,289 

12^/2 

i7y4 

38.0 

14 

Hydraulic  pumps/motors 

Vapor 

7/22 

750,000 

9,000 

12 

* 

* 

Special  transport  equip 

Wendy's  International 

8/31 

2,660,000 

OO  AAA 

28,000 

lOVi 

323/4 

211.9 

24 

Fast-food  restaurants 

Zondervant 

9/2 

305,879 

2,753 

9 

23 

155.6 

12 

Book  publishing 

1977 

American  Clipper 

5/12 

275,000 

2,475 

9 

9% 

4.2 

18 

Minimotor-homes 

American  Indemnity 

3/30 

520,000 

6,760 

13 

i7y2 

34.6 

4 

Insurance 

Brougham  Industries! 

1/27 

o  ocn 

6% 

4y4 

-^7.0 

11 

Minimotor-homes 

Buckingham  Motors! 

5/3 

275,000 

1,238 

472 

iy4 

-72.2 

def. 

Auto  distributor 

Bueno  Coeur  D'Alene 

1/17 

5,000,000 

1,000 

'/■; 

'/jj 

9.4 

def. 

Mineral  exp  &  dev 

Century  21  Real  Estate 

10/11 

700,000 

9,100 

13 

22y4 

73.1 

14 

Real  estate  services 

Citizens  Fed  S&L  Assn 

3/22 

141,690 

1,948 

i3y4 

22 

60.0 

5 

Finance 

Continuous  Curve  C  L 

2/1 

3UU,UUU 

c  Ann 

10 

i8y8 

83.8 

14 

Contact  lenses 

First  S&L  Assn 

9/29 

380,147 

2,281 

6 

14 

133.3 

6 

Finance 

Fremont  General 

1/18 

2,100,000 

14,500 

i5y4 

121.8 

6 

Insurance 

GeoSource 

6/21 

1,600,000 

36,000 

22V2 

30^8 

36.1 

10 

Oil  &  gas  svcs/prods 

Harper  Group 

6/22 

650,000 

7,638 

^^y* 

21% 

81.9 

13 

Ocean/air  freight 

InterTechnology/Solart 

2/22 

ncn  nnn 

1  ,zdu 

5 

3y2 

-30.0 

def. 

Solar  heating  systems 

JLG  Industries 

12/14 

270,000 

4,050 

15 

21  y4 

41.7 

12 

Mobile  aerial  lifts 

Jenn-Air 

4/14 

725,000 

10,331 

i4y4 

28 

96.5 

14 

Cooking  appliances 

Jhirmack  Enterprisest 

3/24 

385,000 

4,200 

lO'/s 

37y2 

244.8 

17 

Hair  &  skin  care  products 

Lexicon  Resources 

9/19 

6,000,000 

1,500 

% 

% 

50.0 

def. 

Oil  &  gas  exploration 

Manning-May  Oil 

12/12 

i  >inn  nnn 

1 

2 

100.0 

Oil  &  gas  exploration 

Modern  Energy 

7/22 

960,000 

1,200 

VA 

y4 

-80.0 

def. 

Cellulose  insulation 

Omega  Optical 

1/25 

937,500 

5,000 

5Va 

1878 

251.2 

24 

Eyeglass  lenses  &  frames 

Pasta  King 

9/15 

500,000 

1,000 

2 

X 

t 

def. 

Fast-food  restaurants 

Sierra  Resources! 

12/30 

o  (\f\f\  nnn 

1  nt\t\ 
1  ,uuu 

Vz 

"/12 

-31.3 

*  * 

Mineral  exploration 

TPC  Communicationst 

7/27 

225,000 

956 

4% 

16% 

294.1 

20 

TV  production  svcs 

Tandem  Computers 

12/14 

700,000 

8,050 

llVi 

3oy2 

165.2 

52 

Computer  systems 

Telenet 

12/21 

625,000 

5,625 

9 

17% 

97.2 

def. 

Computer  network 

Tesdata  Systems 

4/27 

642,423 

8,351 

13 

i4y2 

11.5 

9 

Computer  perform  testg 

Tetra  Tech 

1/6 

500,000 

4,000 

8 

12% 

57.8 

22 

Marine  prods  &  svcs 

Tri-American 

9/14 

4UU,UUU 

1,/UU 

4y4 

5% 

35.3 

5 

Insurance 

Utility  Verification 

8/24 

2,000,000 

2,000 

1 

iy4 

25.0 

def. 

Monitoring/Metering 

1978 

Cherry  Electrical  Prods 

8/2 

775,000 

11,625 

15 

15 

0.0 

10 

Electromechanical  prods 

Cullinane 

8/2 

300,000 

6,000 

20 

25% 

26.3 

27 

Software  programs 

Denelcor 

8/28 

1  r\r\r\  nnn 
l,UUU,UUU 

1  AAA 
1  ,000 

1 

4y2 

350.0 

113 

Computers 

Diamond  Insulation 

5/23 

2,800,000 

1,400 

Vi 

"/» 

-31.3 

nil 

Cellulose  insulation  mfg 

Employee  Benefits 

4/25 

650,000 

11,538 

17% 

24% 

39.4 

5 

Insurance 

Evans  &  Sutherland 

9/7 

l!)U,UUU 

o  nnn 
0,000 

20 

27% 

38.8 

14 

Computer  graphics 

Federal  Express 

4/12 

2,150,000 

25,800 

12 

33% 

181.3 

13 

Air/van  delivery  service 

Floating  Point  Systems 

9/29 

750,000 

13,500 

18 

22y4 

23.6 

22# 

Computers 

GenRad 

6/8 

800,000 

12,000 

15 

23 

53.3 

12 

Elect  measuremts  sys 

Greenwood  Resources 

5/26 

1,500,000 

1,500 

1 

2 

100.0 

** 

Oil/Gas  invest  progs 

IntI  Tech  Resources! 

6/22 

750,000 

1,125 

1% 

1% 

-8.3 

def. 

Mfg/Mktg  rights 

John  F  Lawhon  Furniture 

1/13 

600,000 

3,000 

5 

4y8 

-17.5 

19 

Furniture  retailer 

Nuclear  Metals 

9/19 

375,000 

5,625 

15 

19 

26.7 

16 

Metal  powders  mfg 

Oil  Base 

9/21 

OAn  AAA 
800,000 

13,200 

16V'2 

18% 

10.6 

11 

Drilling  fluids 

Pacer  Technology 

9/14 

1,000,000 

1,000 

1 

1 

0.0 

25 

Adhesive  products 

Paradyne 

7/11 

894,698 

8,947 

10 

13 

30.0 

27 

Data  comm  equip 

Randal  Data  Systems 

8/21 

300,000 

1,200 

4 

4 

0.0 

15 

Computers 

Solar  Development 

3/28 

6,500,000 

975 

^/20 

"/,6 

441.7 

def. 

Solar  heating  sys 

Suntec  Systems 

4/11 

800,000 

1,200 

iy2 

2% 

75.0 

** 

Solar  energy  sys 

Tenderfoot  International 

5/3 

900,000 

1,125 

1V4 

2y8 

70.0 

def. 

Restaurants 

TONM  Oil  &  Gas  Expit 

3/3 

400,000 

1,000 

4y4 

70.0 

def. 

Oil  &  gas  expl 

Note:  Data  adjusted  for  stock  spirts  and  dividends. 

'Company  has  been  merged  or  acquired. 

tUnit  offering;  P/E  ratio  based  on  common 

stock  price.    tTemporary  suspension  of  trading.  * 

'First  fiscal  year  not  yet  reported. 

def.-deficlt.  #-annualized. 
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VRMs  And  Other  Goodies 


Remember  the  disaster  that  befell  S&Ls  during  the  last  period  of  soaring 
interest  rates?  It's  not  like  that  today,  thanks  to  things  like  VRM. 


To  THE  SURPRISE  of  those  who  expect 
history  to  repeat  in  exactly  the  same 
way,  financing  for  the  housing  industry 
has  not  collapsed  under  tight  money  as  it 
did  in  1974.  Inflows  of  new  money  into 
savings  and  loan  associations  through  the 
first  eight  months  are  down  substantially 
from  a  year  ago — 22% — and  new  loans 
are  only  slightly  ahead  of  a  year  ago. 

The  encouraging  thing,  however,  is 
that  so  far  few  S&Ls  are  suffering  from 
net  outflows  of  money. 

Some  S&Ls,  especially  in  California, 
are  actually  flourishing.  Take  Beverly 
Hills-headcjuartered  Great  Western  Fi- 
nancial, the  nation's  second  largest,  with 
assets  of  $8.3  billion  and  with  $7  billion 
in  loans  outstanding.  Its  earnings  were 
up  23%  in  the  third  quarter  of  1978  and 
24%  for  the  nine  months.  And  the  fourth 
quarter?  Says  Chairman  Stuart  Davis, 
63,  a  lawyer  who  has  been  heading  the 
106-branch  California  association  since 
the  mid-Sixties,  "Our  margins  are  likely 
to  widen  over  the  third  quarter. 

Explains  Davis:  "Since  1975  we  ve 
converted  close  to  60%  of  our  $7  billion 
mortgage  portfolio  to  variable  interest 
rate  mortgages.  This  enables  us  to  pass 
on  our  higher  cost  of  funds  to  most  of  our 
borrowers  under  a  state-regulated  for- 
mula. When  that  was  triggered  a  few 
months  ago  we  sent  out  notices  to  54,000 
mortgage  holders.  We  informed  them 
that  our  cost  of  funds  had  risen  substan- 
tially, which  would  result  in  an  increase 
of  interest  charges  of  from  12  to  23  basis 
points.  We  got  only  175  complaints  pro- 
testing the  increase."  This  is  the  first 
increase  since  S&Ls  like  Great  Western 
began  putting  variable  rate  mortgages  on 
the  books  in  1975.  "Most  VRM  holders," 
Davis  says,  "chose  to  extend  the  mort- 
gage term,  rather  than  add  it  on  to  cur- 
rent monthly  charges.  " 

On  average,  the  increase  adds  about 
$7  a  month  to  a  mortgage — or  extends  it 
by  three  years  and  four  months. 

The  variable  rate  mortgage  is  only  one 
of  the  changes  that  cushion  the  S&Ls 
from  the  impact  of  current  high  interest 
rates.  Great  Western  Chairman  Davis 
ticks  off  some  others: 

•  The  Federal  Home  Loan  Mortgage 
Corp.  (Freddie  Mac)  now  buys  conven- 
tional mortgages  in  the  same  way  that 


the  Government  National  Mortgage  As- 
sociation (Ginnie  Mae)  buys  govern- 
ment-guaranteed ones.  By  selling  mort- 
gages to  Freddie  Mac,  an  S&L  frees  up 
capital  to  make  new  loans  but  still  earns 
fees  on  the  old  loans. 

•  S&Ls  have  learned  how  to  put  a 
large  number  of  mortgage  loans  into  a 
single  package  and  sell  participations  to 
institutions  as  pass-through  issues  or 
mortgage-backed  bonds. 


Montii^omcrij  (left)  and  Davis  of  GWF 


How  convincing  is  John  Wayne? 

•  The  S&Ls  can  now  sell  short-term 
securities  to  the  public  at  rates  competi- 
tive with  Treasury  bills,  thus  checking 
the  loss  of  funds — called  disintermedia- 
tion — they  suffered  in  1973-74. 

Once  a  loan  is  sold,  whether  to  other 
savings  institutions,  Ginnie  Mae  or 
Freddie  Mac,  Great  Western  can  relend 
the  money,  but  it  continues  to  reap  rev- 
enues from  the  sold  mortgage.  For  ex- 
ample, it  gets  $3.75  per  year  per  $1,000 
for  servicing  the  mortgage.  GWF  this 
year  will  earn  $3.5  million  in  fees  on 
some  $1  billion  of  such  .sales.  "The  most 
significant  profitable  new  activity  at 
Great  Western  in  many  years,"  James 
Montgomery,  Great  Western's  presi- 
dent, calls  GWF's  mortgage  banking. 


Because  mortgages  are  so  marketable 
now,  S&Ls  can  grant  many  more  mort- 
gages than  they  intend  to  hold. 

That's  on  top  of  the  large  number  of 
mortgages  GWF  generates  for  its  own 
accounts,  on  which  it  earns  an  origina- 
tion fee.  This  generally  runs  iy2%  or 
more  of  the  amount  of  the  mortgage. 
Mortgage  origination  fees  on  GWF's  $2 
billion  loan  portfolio  will  gross  some  $30 
million  for  Great  Western  this  year. 

No  matter  how^  you  cut  it  then,  1978 
isn't  1973  or  1974.  Of  course,  this  im- 
proved state  of  affairs  could  come  to  an 
end  if  large  numbers  of  people  began 
withdrawing  deposits.  To  help  stave  this 
off,  GWF  is  lavishing  $3.5  million  a  year 
on  a  series  of  John  Wayne  commercials: 
"I've  decided  to  throw  in  with  an  outfit 
that  I  can  be  proud  of — ^The  big  G.  W. 

"Wayne  is  so  believable  it  is  unbeliev- 
able,' marvels  Stuart  Davis.  An  even 
stronger  bulwark  against  withdrawal  of 
funds,  however,  is  the  fact  that  two- 
thirds  of  GWF's  money  is  in  time  depos- 
its, most  of  them  running  from  four  years 
to  eight  years,  as  opposed  to  one-third  in 
1974.  Since  June  the  six-month  T-bill- 
rate  accounts  alone  have  brought  in  40% 
of  the  bank's  net  inflow  of  funds. 

In  some  parts  of  the  country,  S&Ls  are 
in  a  less  happy  position.  In  states  like 
New  York,  New  Jersey,  West  Virginia 
and  Texas,  so-called  usury  laws  prevent 
banks  from  charging  the  full  market  rate 
of  interest.  With  six-month  T-bills  now 
yielding  over  9%,  the  banks  in  some 
usury  law  states  are  being  squeezed. 
This  could  lead  to  clamor  for  a  ban  or  for 
restrictions  on  this  kind  of  S&L  account. 
But  even  if  this  were  to  happen,  and 
attracting  funds  should  thus  become 
more  difficult,  the  S&Ls  would  not  be 
entirely  bereft.  "We  have  other  sources 
of  funds  to  tap,"  says  Davis,  "the  most 
important  of  which  are  existing  mort- 
gages paid  off  and  interest  credit.  "  Davis 
has  a  point:  These  two  sources  alone  will 
bring  about  $1  billion  cash  into  GWF's 
coffers  this  year. 

For  the  full  year,  analysts  are  predict- 
ing that  GWF  will  earn  $6  a  share — a 
20%  gain  over  1977.  What  a  contrast 
from  1975,  when,  squeezed  like  other 
S&Ls,  GWF  saw  its  earnings  drop  from 
$2.75  to  $1.53  in  just  two  years.  ■ 
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Let's  Hear  It 
For  E.F.  Hutton 

An  old-style  stockbroker  is  making  it  big  in  tax-exempts. 


So  YOU  THOUGHT  only  industrial  compa- 
nies diversified?  Consider  74-year-old 
stockbroker  E.F.  Hutton  Group,  Inc. 
Only  five  years  ago  it  got  nearly  two- 
thirds  of  its  customer  revenues  from 
buying  and  selling  stock  for  its  custom- 
ers, and  over  20%  more  from  options  and 
commodity  trading.  About  15%,  or  $17 
million,  came  from  investment  banking. 

By  last  year  Hutton's  stock,  commod- 
ity and  option  commissions  had  all  grown 
along  with  the  total  market,  and  the 
company  had  diversified  as  far  afield  as 
insurance  and  personal  financial  plan- 
ning (where  it  specializes  in  wealthy  in- 
dividuals from  small  towns).  But  the  big 
difference  was  in  underwriting  rev- 
enues, which  hit  $56  million,  or  some 
25%  of  revenues  derived  from  agency 
and  investment  banking  operations.  In 
fact,  the  financial  trade  was  almost  awe- 
struck by  Hutton's  aggressive  market- 
ing— especially  of  tax-exempts,  which 
yielded  as  much  income  last  year  as  its 
whole  underwriting  operation  did  five 
years  ago. 

How  was  Hutton  able  to  break  with 
such  speed  into  the  tax-exempt  field, 
when  old,  established  houses  have  been 
entrenched  for  decades  in  the  business 
of  raising  money  for  schools,  sewers  and 
the  like?  Hutton  did  it  by  adopting  and 
even  devising  new  techniques  that  use 
the    mantle   of  local    government  to 


achieve  tax-exempt  financing  for  what 
would  otherwise  have  been  taxable. 

One  such  technique  was  the  use  of 
interest  arbitrage  by  state  and  local  gov- 
ernments using  so-called  advance  re- 
fundings.  A  local  government  floats  a 
new  tax-exempt  bond  issue  to  refund  an 
old  one  that  has  not  yet  matured  and  that 
may  not  even  be  callable.  The  trustee 
holding  the  refunding  money  then  in- 
vests it  in  taxable  issues  with  a  higher 
yield — but  the  governmental  unit  pays 
no  tax  on  that  yield. 

The  Treasury  Department  took  a  dim 
view  of  the  practice  because  of  revenue 
losses  so  it  forbade  most  refundings  after 
Aug.  31.  The  result  was  that,  compared 
with  a  total  tax-exempt  market  of  some 
$2  billion  to  $3  billion  a  month,  the  rush 
of  refundings  to  beat  the  deadline 
swelled  the  August  figure  to  $6  billion. 
And  Hutton  got  a  large  part  of  it. 

At  Hutton,  the  tax-exempt  hand  also 
washes  the  corporate  hand,  says  Chair- 
man (and  chief  executive)  Robert  Fo- 
mon:  "We  have  a  tax-exempt  depart- 
ment that  is  coordinating  beautifully 
with  our  corporate  finance  department.  " 
In  the  early  advance  refundings,  the  cor- 
porate and  municipal  finance  men  would 
go  to  major  corporations  whose  leases 
underlay  most  of  the  industrial  revenue, 
pollution  control  and  similar  "industrial 
municipal"   bonds  and  point  out  the 


benefits  of  advance  refunding.  Ways 
could  usually  then  be  found  for  the  cor- 
poration to  benefit  through  an  extension 
of  average  life. 

The  same  month  the  Treasury  was 
washing  oat  the  advance  refunding  de- 
vice, Hutton  was  coming  up  with  an- 
other; the  $200  million  sale  of  tax-free 
bonds  with  city  of  Chicago  authorization 
that  First  Federal  Savings  and  Loan  As- 
sociation of  Chicago  floated  to  set  up  a 
pool  of  central-city  mortgage  money. 
Since  setting  up  the  Chicago  deal,  Hut- 
ton has  been  scouring  the  country  for 
S&Ls  and  commercial  banks  willing  to 
set  up  similar  mortgage  pools  in  amounts 
from  $10  million  to  $200  million.  And 
now  Hutton  is  pushing  a  device  to  raise 
capital  for  the  electric  utilities  via  the 
tax-free  market.  Local  governments  set 
up  an  electric  power  authority  that  can 
raise  tax-free  money  as  municipal  obliga- 
tions. The  money  can  then  be  advanced 
to  private  utilities  as  power-purchase 
contract  payments  to  build  the  facilities 
the  utility  needs. 

This  year  E.F.  Hutton  seems  certain 
to  surpass  its  old  earnings  record  of  $3.87 
a  share  set  in  1976.  Indeed,  with  $3.56  a 
share  already  reported  in  the  first  nine 
months,  it  could  well  end  up  with  $4.70 
to  $4.80  for  the  year. 

But  given  this  kind  of  boiling,  bub- 
bling ingenuity,  is  it  any  wonder?  ■ 


E.F.  Hutton's  Breakthrough  In  Bonds 


E.F.  Hutton's  reputation  as  a  stockbroker  heavily  oriented  to  smaller 
retail  customers  Is  changing  rapidly.  The  firm's  development  of  tax- 
exempt  bond  financing  techniques  is  now  generating  fatter  under- 


writing and  selling  fees.  Net  income  of  $24.5  million  in  the  first  nine 
months  of  1978  exceeded  the  record  net  of  $23.5  million  for  the 
entire  year  1976,  thanks  largely  to  bigger  bond  profits. 


Earnings  Per  Share 
$5 


1973 


1974 


1975 


1976 


1977 


1978* 
'  FORBES  estimate 
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10  South  Riverside  Plaza 
Chicago,  Illinois  60606 


Intermission? 


Is  the  party  over  for  the  smallish  growth  stocks 
that  have  led  the  market?  Wall  Street  is  betting 
last  month's  drubbing  was  only  an  intermission. 


During  rili-;  frantit  third  week  of  Octo- 
ber, the  American  Stock  Exchange  index 
plunj^ed  by  15%;  the  over-the-counter 
index,  by  8.7%.  Billions  of  dollars  in 
pap<-r  profits  acciiriiulafed  in  the  big 
runup  since-  March  wer<'  wiped  out.  Has 
th<-  short,  hap|)y  bull  market  in  small 
growth  stocks  finally  run  out  of  gas? 

Not  if  specialists  like  Dennis  G. 
Sherva,  th<:  articulate  University  of  iMin- 
nesota  graduate  who  h<'ads  Morgan  Stan- 
ley &  Co.'s  emerging  growth  stock  ser- 
vice, are  to  be  believed.  "The  pullbacks 
and  corrections  are  opporturiiti(!S,"  he 
says.  "You  df)n't  want  to  buy  on  th<" 
spikes." 

Raymond  L.  Dirks  of  John  .Muir  &c 
Co.,  who  has  also  had  a  hot  hand  lately. 
f<'els  the  same  way.  "We'll  wait  for  a  25% 
reaction  from  the  highs  and  take  another 
look,"  he  says. 

Som<!  of  that  assurance  cornes  f  rom  the 
predif  (ability  with  which  the  market  has 
been  behaving.  A  blow-off  was  inevita- 
ble. Many  of  th<-  pros  had  already  begun 
to  take  in  sail.  "Those-  gains  of  50%  to 
1(X)%  since  the  March  rally  were  just  not 
sustainabh  ,  '  says  D(-niiis  Sherva. 

'I"he  highly  sel(-ctiv(-  focus  is  still  on 
solid  CJ)mpanies  in  the  .$50  million  and 
up  sales  range  that  are  selling  cheap — 
companies  with  clean  balance  sheets,  a 
high  return  on  equity,  earnings  expand- 
ing at  the  rat<;  of  b<;tter  than  20%  a  year 
and  with  some  sort  of  lock  on  a  market. 

For  tli(-  brokers,  the  incentive  is  the 
steady  flow  of  commissions  not  ordy  from 
individual  inv(-stors  but  also  from  a 
growing  band  of  institutions.  They  in- 
clude the  special  e()uity  funds  of  big 
banks  like  Morgan  Guaranty,  Chase 
Manhattan  and  the  Harris  Trust  CJo.  For- 
eign investors,  according  to  Dennis 
Sherva,  are  also  taking  a  look. 

There;  are  the  50  or  so  mutual  funds 
whose  chi(-f  stock-in-trade  also  lies  with 
the  small-to-medium  growth  companies. 
Kven  with  the  selling  that  has  infiltrated 
the  market,  net  asset  value  per  share  at 
the  T.  Rowe  Price  New  Horizons  Fund, 
for  example,  the  bigg<'st  open-end  in  the 
licid,  is  up  22%'  siiuc  the  begiiuiing  of 
the  year;  19.1%  since-  spring.  That  com- 
jiares  with  4.4%.-  and  10.7%  for  the  mar- 
ket as  a  whole. 


New  Horizons'  high  performance 
move  has  been  powered  by  issues  like 
Brooks  F"ashion  Stores,  which  operates  a 
chain  of  wornf-n's  junior  apparel  specialty 
outle  ts;  and  Oshrnari's  Sporting  Goods, 
ye-t  ane)the-r  re-tail  e  hairi 

Like-  othe-rs  in  the  game,  New  Hori- 
ze^ns  has  ea.sed  out  of  a  number  of  situa- 
tions in  which  it  had  big  pre)fits — the 
Rowan  Cos.,  a  contract  driller;  New  En- 
gland Nude-ar,  a  major  prexJuce-r  of  ra- 
die)active'  rese-arch  che-rnie-als;  and  Tera- 
dyne-,  Inc.,  whieh  make-s  automatic  ele-c- 
tre)nics  te-st  e-ejuipme-nt 

The-  Rowe-  Price-  fund  de-cide-d  to  take- 
sejme  ejf  the  money  and  run  because  all 
three?  ste)cks,  according  te)  Assistant  Vice 
Pre-sident  John  T.  Johnse)n,  "me»ved  far 
ahe-ad  e)l  e-xpe-ctations.  ' 

The-  fund's  wariness  ove-r  ste)cks  that 
ge-t  "ahe-ad  oi  e-xpectations  "  was  painful- 
ly learne-d  in  the-  early  Se-ventie-s  when 
New  Horizons  stayed  too  le)ng  with 
many  of  its  stocks.  This  kind  e)f  ste)ck 
moves  fast  on  the  upside  because  supply 
is  limite-d,  and  a  relatively  small  amount 
of  buying  exe-rts  a  huge-  fe)rce-  e)n  the 
marke-t.  But  it  can  ce)llapse-  eve-n  faster 
e)n  the-  downsieli-.  So  the-  fluctuatieins  can 
get  scary.  ()ve-r  the-  past  de-cade-,  the- 
Dow  Je)ne's  industrials  have  ejscillated 
be-twe-en  a  price-Zearnings  ratiej  of  16.4  in 
September  1968  and  9.2  in  October 
1978.  But  New  Horizons  has  sold  a.s 
high  as  40  time-s  e-arnings  in  1961,  and 
as  le)w  as  8  last  spring  whe-n,  far  fre)m 
commaiieling  a  pre-mium  for  gre)wth,  the 
pe)rtfolio  ( arrie-el  an  ove  rall  P/I-",  no  be-t- 
ter  than  that  of  the  S&P's  inde-x. 

Thus  the  cuphe)ria  that  once  pervaded 
the  business  is  gone.  The  rule  is  ne) 
longe-r:  Buy  cm  and  hold  em.  Instead  it 
is  now:  Buy  em  and  watch  em.  Take- 
Lawre-nce-  A.  Rader,  the  te)ugh-minded, 
outsi)e)kem  41-year-e)ld  who  le-ft  Lex-b 
Rhe)ade-s  He)rnble)wer  late  last  year  te)  set 
up  Merrill  Lynch's  emerging  gre)wth 
stock  service.  He  has  been  trimming 
back.  He  recently  slapped  a  "neutral 
designation — at  least  for  the  short 
term — e)n  7  e>f  the  34  issues  his  group  has 
recf)mme'nde'd  since  it  set  up  shop. 

The  seven:  American  Savings  and 
Le)an  .\ssn.;  Dual-Lite,  Inc.,  Service- 
Master Industries;  Tokheim  Corp.;  Tri- 


M</rnun  Stantci/  s  Drntiis  Shi-rta 


Dont  buy  on  the  spikes. 

Chem,  Inc.;  the-  Vermejnt  American 
C^ejrp.  and  Metpath  Labs.  Twe)  e)f  them — 
Se-rvice-.Maste-r  and  Tri-CJhem — have  also 
be-e-n  rnarke-d  ne-utral  for  the-  long  term,  a 
cate-gorizatie)n  that  the  prudent  investor 
might  we-ll  cemstrue-  as  a  closet  rece)m- 
mendation  to  sell.  Rader,  who  has  been 
folle)wing  emerging  gre)wth  companies 
for  16  years  now,  has  sweated  out  all  of 
the-  major  market  cycles.  He  still  se-es 
ge)e)d  values,  but  he  is  not  taking  any 
unne-ce-ssary  chane  e-s.  'If  I  make-  any  mis- 
take's this  time-  arounel,  "  Rade-r  says,  "it's 
ge)ing  to  be-  by  pre-mature  selling.  " 

A  pe)ssible  tremble-  spejt  that  Rader  and 
the  others  are  aware  of  is  that  a  lot  of  the 
institutie)nal  action — shades  of  Avon 
Products — centers  e)n  the  same  compa- 
nies. It's  hard  to  find  a  bank  e-(|uity  fund 
e)r  mutual  fund  jjortfolie)  that  de)e-sn't  in- 
elude-  sueh  name  s  as  .Millipe)re-  Corp.,  a 
producer  e)f  high-techne>logy  filte-rs;  Pay- 
less  Cashways,  a  fast-gre)wing  building 
mate-rials  chain;  and  the  Tennant  Co., 
which  makes  me-chanical  fle)or  sweepers. 

It's  alme)st  as  though  those  whe)  know 
the-  e-merging  growth  game  best  have 
create-d  a  new  class  of  "one  decision  ' 
Vestal  Virgins  (scr  box,  p.  204).  The 
institutional  he-rd  instinct  is  easy  enough 
te)  unde-rstand.  All  of  the-  institutions  are 
If)oking  for  the  same  basic  qualities  (rap- 
id earnings  gre)wth,  high  return  on  eejui- 
ty,  little-  debt)  in  a  universe  that  may 
consist  e)f  no  me)re  than  200  companies. 

What  the  herd  insline  t  de)e's,  the)ugh, 
by  ce)mpressing  the-  float,  is  te)  add  an 
e-xtra  me-asure-  of  ve)latilily  to  a  highly 
spe-cialized  market  that  is  highly  volatile 
te)  he-gin  with.  "If  se)mething  ge)es  wrong 
in  a  ste)ck,  the  doe)rway  can  suddenly  get 
awfully  narre)w,  "  says  Dennis  She-rva. 

Larry  Rade-r's  e)ne'  elisappointme-nt, 
Tri-C;he'm,  Inc.,  is  a  painful  example-  of 
he)w  narrow  the  de)e)rway  can  be-ce)me'. 
The  Harrison,   N.J.  ce)nce'rn  makes  a 
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C-E  in  the  North  Sea:  We  engineered  the  business 
end  of  the  worid's  iargest  oil-production  platform. 


The  central  oil  and  gas  pro- 
duction platform  for  the  North 
Sea's  Ninian  Field.  At  600,000 
metric  tons,  it's  the  largest 
concrete  structure  ever  floated. 

Topside  are  22  modules 
forming  a  fully-integrated  pro- 
cess plant  that  holds  all  the 
production  equipment  for  42 
wells,  a  helicopter  pad,  and 
living  quarters  for  a  crew  of  120. 

In  all,  38  modules  were  con- 
structed for  Chevron  Petroleum 
[U.K.)  for  their  central  and 
southern  Ninian  platforms. 
Thirty  of  these  were  the  engi- 
leering  and  construction  re- 
sponsibility of  C-E's  Engineering  ^ 
jroup  and  its  associates. 

But  even  this  immense  job 
ells  only  part  of  the  story  of 
Z-E's  qualifications  for  ban- 
ning super  projects— whether 
he  challenge  is  in  oil  or  gas, 
luclear  energy  or  envi- 


ronmental improvement. 

A  world  of  super  projects. 

Under  way  in  Iraq  is  a  $1.1  bil- 
lion petrochemical  complex  for 
which  C-E  Lummus  has  design, 
engineering  and  construction 
management  responsibilities  in 
a  joint  venture  with  Thyssen 
Rheinstahl  Technik. 
The  new  Charles  River  Dam 


in  Boston,  Massachusetts, 
was  designed  by  C-E  Maguire 
to  provide  flood  protection 
and  environmental  improve- 
ment for  the  entire  Charles 
River  Basin. 

And  C-E  Power  Systems  is 
now  working  on  20  Nuclear 
Steam  Supply  Systems  with  a 
total  value  of  more  than  one 
billion  dollars. 

We  do  more  than  handle 
the  tough  jobs. 

For  more  than  60  years,  we've 
been  supplying  equipment, 
technology  and  research  to  help 
produce  energy,  conserve  it, 
and  squeeze  more  use  out  of  it. 

Combustion  Engineering,  Inc., 
Dept.  7006-74,  901  Long  Ridge 
Road,  Stamford,  CT  06902. 
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COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


It's  not  just  one  big  simple  world  out  there. 


it's  not  just  one  big  simple  world  out  there,  but  many.  Whether  you 
have  a  single  message  for  the  whole  world  or  many  messages  for 
many  different  markets,  TIME  can  help. 

For  TIME  offers  reach,  precision,  and  flexibility. .  .worldwide. 

There  are  160  international  editions  of  TIME.  Big  editions  that 
go  to  Europe,  Latin  America,  Canada,  the  Pacific.  Other  editions 
that  can  carry  your  advertising  to  regions,  nations,  even  individual 
cities.  And  wherever  it  appears,  TIME  is  the  same  influential  news 
magazine  that's  read  each  week  by  26,000,000  people  around  the 
world.  Put  your  money  precisely  where  your  markets  are. 

For  more  information,  call  Dave  Gibson,  G.S.  Area  Director  for 
the  International  Editions.  (212)  841-4956. 

■  The  news  magazine  for  the  internationally  minded. 


AT  LAST!  A  WORLD-FAMOUS 
CREDIT  CARD  THAT  GIVES  YOU 
WORLD-FAMOUS  TRAVELERS  CHEQUES 
-FREE  OF  SERVICE  CHARGE. 


Now  Diners  Club  members*  pay 
no  service  charge  when  they  pur- 
chase Thomas  Cook  Travelers 
Cheques  at  Thomas  Cook  offices  in 
the  U.S.  and  Canada.  This  new 
Diners  Club  benefit  saves  you  as 
much  as  $1  per  $100  compared  to 
fees  charged  for  other  travelers 
cheques. 

There  are  two  convenient  ways 
you  can  purchase  Thomas  Cook 
Travelers  Cheques.  With  cash,  of 
course,  or  you  may  wnte  a  personal 
check  (maximum  $750  every  14 
days).  The  only  reference  needed: 
your  Diners  Card. 

The  cheques  you 
can  count  on. 

Well  over  a  million  banks,  hotels, 
motels,  airlines,  restaurants  and 
shops  around  the  world  welcome 
Thomas  Cook  Travelers  Cheques. 
These  famous  Cheques  provide  a 
safe,  sensible  way  to  carry  the  cash 
you  need  on  your  trips.  You  travel 
confidently,  knowing  you  can  get 
prompt  replacement  for  any 
cheques  lost  or  stolen— worldwide. 


Need  help?  Call  the 
Anytime  LineP  ..anytime. 

In  North  Amenca,  24  hours  a  day; 
seven  days  a  week,  a  toll-free  call  to 
the  Thomas  Cook  Anytime  Line  will 
bring  you  a  $100  Crisis  Cash* 
refund.  Immediately.  You'll  also  get  a 
speedy  refund  of  any  balance,  often 
within  24  hours. 

20,000  refund  locations  around 
the  world  stand  ready  to  issue 
refunds  of  up  to  $250.  Instantly.  The 
people  who  created  the  Cook's 
Tour®  know  what  kind  of  service 
travelers  need  to  keep  going 

It  pays  to  use  your  Diners 
Card — every  time  you  travel. 

Membership  in  the  new  Diners 
pays  off  m  savings,  convenience 
and  worry-free  travel; 

NO-FEE  CURRENCY  CONVER- 
SION—with  Diners,  there's  never  a 
surcharge  for  converting  currency 
on  your  foreign  purchases. 

EMERGENCY  CASH  WHEN  YOU 
NEED  fT-up  to  $100  m  Cash 
Advances  at  87  Diners  Club  offices 
around  the  world.  In  North  Amenca, 


cash  personal  checks— up  to  $250— 
at  participating  hotels  where  you 
are  a  registered  guest. 

$30,000  TRAVEL  ACCIDENT 
INSURANCE,  yours  automatically  at 
no  extra  cost  when  you  charge  pub- 
lic air,  sea,  or  land  transportation  on 
your  card. 

$170,000  ADDITIONAL  FLIGHT 
INSURANCE  for  a  modest  extra  fee 
per  flight. 

The  favorite  card  of 
experienced  travelers. 

Wherever  you  go  on  business  or 
pleasure,  major  airlines,  hotels, 
motels,  car  rental  agencies  and 
leading  stores  will  gladly  honor  your 
Diners  Club  International  Card. 
Now,  more  than  ever,  it  makes  sense 
to  carry  the  NEW  Diners  Card. 

For  further  infonnation, 
write:  Diners  Club  -"^bm^^ 
Travelers  Cheque     M  k^^^^ 
Service,  10  Columbus    I  ■ 
Circle,  NY,  NY  10019.     ^  l^J^T 

THE  NEW  DINERS 

Suddenly,  it's  the  obvious  choice. 


.ooT  T«A~»»^=''rrri-  


'Presently  available  only  to  U  S  and  Canadian  Diners  Club,  Amoco  Torch  Club  and  Sun  Diners  members 


©  1978.  The  Diners'  Club,  Inc 


Elaine  Sciolino— Newsweek 
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Wally  McNamee— Newsweek 


18  million  readers  now  find 
the  news  more  colorfiil. 


Newsweek 

ore  editorial  pages  in  color  than  any  other  newsweekly 
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The  rich  brown 
of  the  cushioned 
binding,  die  gold- 
edged  pages,  die 
fine  paper,  the 
handsome  layout  of 
Forbes  diary 
make  it  a  fitting 
yearlong  remind- 
er of  corporate  ap- 
preciation and 

goodwill.  To  carry  your  message  with  greater 
eflect,  additional  custom  features  are  available. 
For  orders  of  ten  copies  or  more,  Forbes  will 
arrange  to  have  yoin*  corporate  identification 
(name,  logo  or  symbol)  or,  for  orders  of  six  copies  or 
more,  the  initials  of  the  recipient  stamped  in 
gold  on  the  cover  at  modest  additional  cost. 

Orders  should  specify  quantity  and  identifica- 
tion recjuired.  For  a  corporate  logo  or  symbol, 
please  enclose  type  or  artwork  suitable  for  prep- 
aration of  a  die.  Initialling  requires  only  a  list  of  the 
initials  (up  to  three  per  diary)  desired.  Send 
orders  to:  Forbes  Diary,  att:  Mr.  Ted  York,  60  Fifth 
\\  enue,  New  York,  N.Y.  1001 L  Or  order  by 
calling  him  at  212-675-7500. 


FORBES  DIARY  FEATURES 


■  2  full  pages  per  week 
■hourly  schedule  plus  note 

space  for  each  day 
■personal  data  record 
■record  of  securities  bought 

and  sold 

'chart  of  security  and 
financial  trends 

■  U.S.  and  international  air 
distances 

'  metric  conversion  tables 
'  toll  free  800  telephone 
directory 

■staff  vacation  chart 


1-5  diaries 
6-20  diaries 
21  or  more 


■  record  of  charitable 
contributions 

■  statistics  on  top  U.S. 
corporations 

■time  chart  world  cities 
■currency  converter 

■  mini-diary  for  first  3  months 
of  following  year 

■  ribbon  marker 

■brown  kivar  padded  binding 

imprinted  in  ^old 
■size — 8"  X  10 

■  comes  in  custom  gift  box 


$1 5  each 
$12  each 
$1 0  each 


Corporate  Identfication 
(10  copies  or  more) 
Preparation  of  die  $50  flat  chairge 

plus  imprinting  0-49  diaries  $1 .50  each 

50  or  more  50^  each 


Recipient's  Initials 
(6  copies  or  more) 
$1 .50  per  diary  (up  to  three  initials) 


Orders  subject  to  8%  sales  tax  in  New  York  City,  elsewhere  in  New  York 
State  as  prescribed  by  law. 


line  of  ai  ts  and  crafts  hobby  products 
sold  by  33,000  independent  demonstra- 
tors on  the  home  party  circuit. 

The  formula  has  been  netting  Tri- 
Chem  anywhere  from  27%  to  30%  on 
equity,  and  you  couldn't  have  asked  for  a 
prettier-seeming  set  of  fundamentals 
when  Rader  put  out  a  buy  recommenda- 
tion last  December  at  21. 

What  neither  Rader  nor  anyone  else 
could  have  foreseen  was  the  onslaught  of 
a  thoroughly  brutal  winter  that  put  the. 
kibosh  on  travel.  "It  wasn't  just  that 
there  weren't  any  sales  because  they 
couldn't  hold  house  parties,  '  says  Rader, 
"but  that  they  couldn't  raise  any  recruits, 
either.  "  In  the  first  six  months  of  this 
year,  profits  dropped  70%  and  people 
started  throwing  the  stock  at  the  market. 
It's  currently  trading  at  around  7. 

Tri-Chem  is  the  only  real  turkey  on 
Rader's  list.  Most  of  the  other  stocks 
have  risen  smartly.  Metpath,  for  exam- 
ple, recommended  at  17  last  December, 
has  been  as  high  as  36,  but  has  sinct 
backed  off  into  the  low  30s.  Dual-Lite 
suggested  as  a  buy  at  around  12,  is  cur- 
rently selling  for  about  19. 

Rader's  batting  average  is  very  good. 
So  is  Dennis  Sherva's.  He  is  hitting  11 
for  11  so  far  this  year.  Peter  A.  Shraga, 
the  30-year-old  executive  editor  of  Value 
Line  s  Special  Situation  service,  concen- 


Ray  Dirks  of  John  Muir  Co. 
A  hot  hand  for  growth  stocks. 


trates  on  issues  of  somewhat  lower  qual- 
ity than  either  of  the  Big  Board  houses. 
Nevertheless  he,  too,  has  put  together  a 
showy  record. 

In  some  ways,  particularly  in  a  period 
when  the  speculative  barometer  is  ris- 
ing, recommending  an  emerging  growth 
stock  can  be  a  self-fulfilling  prophecy. 
Many  such  issues  tend  to  be  closely  held 
by  insiders.  Large  chunks  of  the  out- 
standing stock  also  get  tucked  away  by 
mutual  funds,  banks  and  other  institu- 
tional investors. 

All  this  makes  the  emerging  growth 
stocks  a  tricky  game  to  play.  ("In  this 
business,  "  Larry  Rader  shrugs,  "you 
learn  how  to  live  with  risk.  ")  But  for  all 
that,  most  of  the  experts  seem  to  agree 
with  Morgan's  Dennis  Sherva,  who  ar- 
gues that  these  stocks  are  still  selling 
overall  at  relatively  modest  multiples  of 
their  earnings.  At  their  high  in  the  early 
Seventies,  they  sold  at  a  price/earnings 
premium  of  200%  above  the  market;  to- 
day the  premium  is  only  about  30%. 

To  put  that  30%  in  perspective:  Given 
15%  annual  earnings  increases — which  is 
what  it  takes  to  be  a  true  growth  stock — 
it  would  then  require  only  two  years  for 
that  premium  to  disappear.  Thus,  while 
last  month's  drubbing  was  a  bit  frighten- 
ing, it  scarcely  took  place  from  a  level  of 
overall  overvaluation.  ■ 


The  New  Vestals 


Avid  institutional  interest,  stimulated  by  seemingly 
irreproachable  income  and  balance  sheets,  has  created  a 
new  class  of  Vestal  Virgins  among  over-the-counter 
growth  stocks.  Mutual  fund  and  bank  holdings,  coupled 
with  generally  big  insider  interests,  tend  to  make  for  thin 
markets  and  high  P/E  ratios — as  they  once  did  among  such 
now  deflowered  Vestals  on  the  New  York  Stock  Exchange 
as  Avon  Products  and  Polaroid. 

Below  are  some  new  Vestal  Virgins.  The  P/E  ratios  are 
as  of  Oct.  23. 

•  Betz  Laboratories,  a  Trevose,  Pa.  specialty  chemicals 
and  instrument  producer  which  has  a  very  solid  cash 
position  and  nets  a  solid  22%  oh  equit>-.  Institutions  own 
approximately  50%  of  the  outstanding  stock.  P/E  ratio:  16. 
Revenues  (1977):  $148  million. 

•  Hickon  Farms  of  Ohio,  Toledo-based  chain  operator 
and  franchiser  of  speciality  food  stores  in  both  the  U.S. 
and  Canada,  nets  better  than  40%  on  equity.  Financial 
institutions  own  30.4%  of  outstanding,  insiders  40%.  P/E 
ratio:  10.  Revenues  (1977):  $24  million. 

•  Intel  Corp..  a  Santa  Clara,  Calif -based  producer  of 
inierocnmputers  and  semiconductors,  earns  just  under 
25%  on  etjuity  and  has  been  financing  all  of  its  growth 
internalK .  It  has  a  strong  position  in  the  fast-growing  field 
of  computer  memory  circuits.  Institutions  own  48%  of 
outstanding  insiders  21%.  P/E  ratio:  17.  Revenues  (1977): 
$283  million. 

•  Millipore  Corp.  of  Bedford.  Mass.,  a  maker  of  high- 
technolog\  filters  for  hospitals,  laboratories  and  industrial 
plants  and  also  a  leading  producer  of  enzymes  for  research 


use,  has  a  current  ratio  of  3.5  to  1,  more  than  doubled 
earnings  in  the  last  five  years  and  nets  18.7%  on  equity. 
Institutions  own  45%  of  outstanding,  insiders  about  7%. 
P/E  ratio:  23.  Revenues  (1977):  $86  million. 

•  Molex,  Inc.  produces  electronic  components  for  tele- 
vision sets  and  appliances,  gets  a  better  than  25%  return 
on  capital  and  carries  only  a  modest  amount  of  debt. 
Institutions  owti  about  26%  of  outstanding,  insiders  55%. 
P/E  ratio:  10.  Revenues  (1977):  $,54  million. 

•  Ogilvy  &  Mather  International  of  New  York  Cit>',  the 
U.S.'  fourth  biggest  advertising  agency,  earned  36%  on 
equity  last  year  and  has  managed  to  double  its  pretax 
earnings  in  the  last  three  years.  Institutions  own  33%  of 
outstanding,  insiders  13.2%.  P/E  ratio:  8.  Revenues 
(1977):  $148  million. 

•  Payless  Cashways  operates  a  chain  of  about  60  build- 
ing materials  supermarkets  in  1-3  midwest,  southwest  and 
Pacific  Coast  states.  Return  on  equity:  19%.  Institutions 
own  43%  of  outstanding,  insiders  less  than  10%.  P/E  ratio: 
13.  Revenues  (1977):  S183  milUon. 

•  Raychem,  a  high-performance  plastics  producer, 
came  off  a  bad  year  in  1977  with  earnings  of  $3.04  a  share. 
In  1976  the  company  earned  3  cents  a  share.  Institutions 
own  46%'  of  outstanding,  insiders  10%.  P/E  ratio:  15. 
Revenues  (1977):  $177  million. 

•  Tennant  Co.,  a  major  producer  of  mechanical  sweep- 
ers, netted  21.8%  on  capital  last  year  and  has  a  compara- 
tively heavy  cash  position.  Institutions  own  47%  of  out- 
standing, insiders  18%.  P/E  ratio:  12.  Revenues  (1977): 
$69  milUon. 
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With  the  first  airborne  color  weather  radar, 

even  rain  clouds  have 
a  silver  lining  for  RCA. 


Until  last  year,  monochromatic  radar  was  the  best  way  pilots  could  keep 

tabs  on  long  distance  weather.  But  then,  RCA  brought  out 
Primus  ColoRadar,  the  world's  first  airborne  color  weather  radar  systems. 
The  Primus  systems  incorporate  technology  RCA  pioneered  in 
color  TV.  The  full-color  display  shows  each  moisture  level  in  a  different  color. 
The  maximum  resolution  currently  available  on  digital  radar  and  a 
300-mile  range  enable  pilots  to  make  faster,  more  accurate 
weather  evaluations. 

The  rapid  sales  growth  of  the  Primus  ColoRadar  systems  has 
contributed  to  a  new  earnings  record  for  the  RCA  Commercial 
Communications  Systems  Division.  And  the  Primus  systems  command  a  strong 
market  as  the  first  available  systems  of  their  kind. 

From  aviation  electronics  to  Random  House  Books,  from  solid  state  , 
components  to  weather  satellites,  RCA  is  dedicated  to  innovation, 
llality  and  steady  growth.  ©1978  RCA  Corporation  -  •, 


Report  from  Number  One  Wall  Street 


Commitment:  Key  to  all  Irving's  corporate  banking  services  worldwide. 


At  the  highest  levels. 

"Our  customers  don't  get  lost  in 
the  labyrinth  of  an  organizational 
chart,"  explains  Clift  Whiteman, 
head  of  Irving  "s  Domestic 
Corporate  Banking  Division. 

"We  respond  quickly  to  a 
customer  s  needs  because  we 
know  our  customers  and  their  ac- 
tivities worldwide,  and  they  know 
whom  to  come  to  for  a  decision. 

"Our  immediate  reaction 
here  is  to  reach  out  for  problem- 
solving  specialists  in  any  area  of 
corporate  concern.  All  it  takes  is 
a  phone  call." 

Peter  Palmieri,  head  of 
Irving  s  International  Corporate 
Banking  Division,  has  this  to  say 
about  service.  "Throughout  the 
U.S.  or  anywhere  overseas,  we 
compete  favorably  with  any 
major  international  bank  in  the 
quality  of  our  services.  Where  we 


take  the  lead  is  in  the  quality  of 
our  people-.  No  bank  has  better 
people  and  this  is  the  key  to  our 
success  in  serving  customers." 

On  the  firing  line.  At  Irving, 

professionalism  at  the  top  results 
in  high  performance  all  along  the 
way.  Says  Dick  Pratt  of  Irving's 
International  Corporate  Banking 
Division.  "When  a  company 
needs  growth  financing,  for 
example,  we  just  don't  ask  how 
much.  We  ask  what  for.  By  know- 
ing the  reason,  we're  often  able 
to  structure  the  kind  of  creative 
financing  that  means  growth." 

Dick  Higley,  who  calls  on 
Irving's  U.S.  customers,  gives  an- 
other example:  "Recently,  our 
foreign  exchange  specialists  noted 
a  favorable  trend  in  a  currency 
which  one  of  our  multinational 
customers  wanted  to  hedge  for- 


ward. This  was  quickly  brought 
to  the  company's  attention,  credit 
arranged  on-the-spot  by  phone, 
and  the  transaction  completed. " 

If  personalized  attention 
with  professionalism  is  important 
to  your  company,  then  Irving 
merits  important  consideration. 

Z^/f;  Dickson  J.  Pratt.  Vice  President. 
International  Corporate  Banking  Division 
Right:  Richard  G.  Higley.  Vice  President. 
Domestic  Corporate  Banking  Division 
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Irving  Trust  Company.  Unique.  Worldwide. 


A  CHARTER  NEW  YORK  BANK  ^ 


The  View  From 
Charlotte  Square 

In  Edinburgh's  financial  center — as 
on  Wall  Street — ^the  experts  are  bullish 
on  smallish  American  growth  stocks. 


By  kuL  W.  STURM 

Nearly  100  years  ago  wealthy  Scottish 
industrialists  began  deploying  some  of 
their  assets  in  the  U.S.  Through  invest- 
ment trusts  formed  specially  for  the  pur- 
pose— entities  roughly  equivalent  to  our 
clbsed-end  mutual  funds — they  lent 
money  at  handsome  margins  to  Ameri- 
can railroads,  cattle  ranchers  and  even 
oil  drillers. 

Many  of  these  original  trusts  are  still 
active,  though  with  far  more  convention- 
al investments.  Their  portfolio  manag- 
ers, largely  descendants  of  the  law  and 
accounting  firms  that  gave  19th-century 
capitalists  financial  advice,  work  mostly 
in  Edinburgh's  Charlotte  Square,  From 
this  elegant  island  of  Georgian  town 
houses  and  polished  brass  nameplates, 
they  supervise  about  $1  billion  in  U.S. 
funds.  Their  studied  perspective  pro- 
vides a  useful  insight  for  other  investors. 

"We  have  no  urge  to  buy  companies 
like  General  Electric  or  United  Technol- 
ogies that  represent  big  slices  of  Amer- 
ica," says  Ian  Ivory,  a  34-year-old  bushy- 
haired  accountant  whose  grandfather 
founded  Ivory  &  Sime  in  1895.  "Your 
market  has  many  nooks  and  crannies, 
and  we  have  a  bias  toward  smaller  outfits 
where  research  isn't  worthwhile  for  the 
bulk  of  the  investment  community. 
We're  not  too  optimistic  about  the  short- 
term  future  of  the  U.S.  economy,  and  we 
want  to  find  stocks  that  can  do  well  de- 
spite overall  adversity. 

"Ivory  &  Sime  looks  for  companies 
with  above-average  predictability.  That 
means  avoiding  anything  with  much 
debt,  anything  in  a  cyclical  industry  or 
anything  to  do  with  commodities,  "  he 
says.  He  aims  instead  for  firms  with  a 
premium  position  in  their  markets  and 
strong  balance  sheets. 

Two  current  favorites  illustrate  that 
approach.  Ivory  likes  Atlanta-based  La- 
nier Business  Products  because  he  feels 
its  state-of-the-art  products  can  expand 
their  share  of  a  growing  market;  he  likes 
Molex,  Inc. ,  a  manufacturer  of  electrical 
connectors  based  outside  Chicago,  for 


purer  financial  reasons.  Tt  s  a  small  edi- 
tion of  AMP.  They  turn  over  their  inven- 
tory just  as  fast  with  about  the  same 
margins.  But  AMP  has  debt,  Molex 
doesn't.  " 

Just  down  the  square  in  a  tiny  office  that 
was  perhaps  once  a  client's  bedroom  sits 
Angus  Millar,  a  partner  in  Baillie,  Gifford 
&  Co.  His  firm  manages  about  $600  mil- 
hon,  35%  ofitin  U.S.  holdings,  and  Millar 
takes  a  similar  approach  to  his  overseas 
portfolio.  "Our  interest  in  America  has 
changed  considerably  over  the  past  few 
years,  "  he  explains.  'Because  of  the  cur- 
rency risk,  we  don't  buy  the  whole  Ameri- 
can economy  like  we  used  to.  I  think  we 
have  a  different  perspective  than  most  of 
your  investors  because  we  are  more  aware 


of  other  places  to  put  money — like  Latin 
America  or  Japan.  Today  we  look  to  the 
U.S.  largely  for  things  we  can't  find  else- 
where." 

Millar,  a  lawyer  by  training,  still  calcu- 
lates his  financial  ratios  by  slide  rule,  and 
his  firm  now  limits  its  American  position 
to  four  areas.  "The  oil  service  sector  is 
probably  the  best  example  of  our  logic, 
he  says.  "It's  a  worldwide  industry  based 
almost  entirely  in  the  U.S.  Technology 
makes  entry  difficult,  and  we  view  it  as  a 
way  of  investing  in  oil  without  getting 
tangled  up  in  oil  politics.  "  As  a  result, 
Baillie,  Gifford's  trusts  hold  a  spectrum 
of  stocks  ranging  from  giants  like 
Schlumberger  to  smaller  outfits  such  as 
Parker  Drilling  and  Smith  International. 
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The  other  groups  it  finds  attractive 
include  insurance  brokers  and  regional 
retailers.  Millar  sees  the  brokers — ex- 
cept for  industry  leader  Marsh  & 
McLennan,  which  he  regards  as  "pric- 
ey"— as  a  way  of  participating  in  the 
growth  of  insurance  premiums  without 
worrying  about  the  underwriting  risk. 
Drug  chains,  such  as  Long's  and  Pay 
Less  Northwest,  appeal  because  of  their 
positions  in  strong  regional  economies  as 
well  as  a  potential  ability  to  grow  and 
maintain  margins  despite  inflation.  Fi- 
nally, Millar  has  a  position  in  major  U.S. 
property  and  casualty  insurers.  "We 
bought  them,"  he  says  with  a  thrifty 
Scot  s  smile,  "because  they  re  statistical- 
ly very  cheap  right  now. " 

The  recent  Gaelic  investment  strategy 
of  avoiding  mainstream  U.S.  companies 
has  produced  some  enviable  perfor- 
mance of  late.  For  it  is  just  those  second- 
ary stocks  that  led  the  market  s  recent 
rally.  Consider  the  record  of  Scottish 
American  Investment  Trust,  the  oldest 
of  the  Edinburgh  funds,  which  keeps 
about  one-third  of  its  $160  million  port- 
folio in  the  U.S.  Over  the  past  three 
years  its  American  holdings  have  appre- 
ciated by  70%  while  the  Dow  Jones  in- 
dustrial average  hardly  budged.  Only  a 
handful  of  U.S.  fund  managers  can 
match  that  record. 

"Market  fads  usually  run  in  two  cy- 
cles, claims  Teddy  Tulloch,  a  partner  in 
Stewart  Fund  Management,  which  han- 
dles Scottish  American's  portfolio.  "That 
happened  with  growth  stocks,  and  right 
now  we  may  be  just  completing  the  first 
cycle  of  the  secondary  stock  boom." 
Meaning:  The  second  stage  is  yet  to 
come.  To  bolster  his  point,  Tulloch  cites 
a  list  of  seven  solid  smaller  companies  he 
thinks  he  can  buy  now  for  under  seven 
times  1979  earnings:  Gamble-Skogmo, 
Gulf  United,  Kroger,  NN  Corp.,  Or- 
banco.  Sea  Containers,  VF  Corp.  "I  can  t 
believe  there  s  much  downside  risk 
there,"  he  concludes. 

Tulloch  admits  of  late  to  having  added 


some  better-known  names  to  his  hold- 
ings, including  IBM,  Eli  Lilly  and  Pep- 
siCo. Also,  he's  only  too  willing  to  indi- 
cate the  kinds  of  small  companies  with  a 
following  on  Wall  Street  that  he  tries  to 
avoid.  "Anything  in  a  cyclical  industry  ,  " 
he  explains,  citing  popular  stocks  such  as 
Cone  Mills  (textiles)  and  Nucor  (steel). 
"If  you  call  the  cycle  correctly,  you  can 
make  a  lot  of  money,  but  that  means 


Gaelic  contrarian  Grant  Cochrane 
Itching  to  play  the  U.S.  market. 

you've  got  to  buy  and  sell  at  the  right 
time.  We  think  it  s  too  hard  to  try.  " 

There  are  other  types  of  investing, 
too,  that  the  Scots  approach  gingerly. 
With  all  their  efforts  to  ferret  out  fast- 
growing  small  companies,  few  high-tech- 
nology computer  stocks  are  among  their 
holdings.  Why  not?  "You've  got  to  follow 
that  industry  too  closely,'  says  one  man- 
ager. "Somebody  can  bring  out  a  new 
product  one  day,  and  someone  else's 
entire  market  can  disappear.  We  certain- 


ly can't  keep  up  from  over  here.  " 

Indeed,  Charlotte  Square's  quiet  at- 
mosphere, where  phone  calls  to  the  U.S 
can't  always  be  placed  easily  and  airmail 
copies  of  the  Wall  Street  Journal  often 
arrive  three  days  late,  makes  for  contem- 
plative investments.  "Who  s  to  say  the 
first  reaction  to  any  news  or  rumor  is  the 
right  one? "  asks  an  Edinburgh  money- 
man.  "Instead  of  moving  at  once,  we  tr\ 
to  be  a  bit  more  thoughtful.  " 

What  the  Scots  do  value,  far  more 
than  most  institutional  investors,  is  per- 
sonal contact.  Every  Edinburgh  fund 
manager  makes  regular  visits  to  the  U.S. 
"And  we  don't  spend  much  time  in  New 
York,  "  says  Michael  Kennedy,  an  Oxford 
trained  accountant  and  partner  in  Martin 
(Jurrie  &  Co.  Instead,  his  firm  uses  re- 
gional brokerage  houses  and  sends  its 
partners  to  places  like  Charlotte,  Louis- 
ville or  Tulsa.  There  they  chat  with  busi- 
nessmen and  bankers,  always  looking  for 
a  well-thought-of  local  company  to  back. 

In  light  of  the  recent  shakeout  in  sec- 
ondary stocks,  are  the  Scots  ready  to 
change  their  investment  strategy? 

"With  inflation,  accounting  means  less 
and  less,  and  knowing  management  be- 
comes that  much  more  important, "  says 
Ian  Ivory,  who  claims  to  be  on  a  first- 
name  basis  with  the  chief  executives  of 
most  U.S.  companies  that  Ivory  & 
Sime's  clients  own.  "The  average  life  of 
our  holdings  is  five  years,  so  we're  not 
too  concerned  about  quarterly  earnings 
fluctuations.  But  we  are  concerned  about 
the  man  who  s  running  the  company. 
He  11  be  around  for  as  long  as  we  will.  " 

At  Martin  Currie,  in  fact,  Michael 
Kennedy  is  fully  invested  in  the  U.S. 
Further,  he  has  lines  of  credit  estab- 
lished to  borrow  and  buy  more  American 
holdings  on  dips  like  the  recent  one — a 
type  of  leverage  common  to  British  in- 
vestment trusts.  "Yours  is  still  the 
world  s  largest  free  capital  market,'  he 
concludes.  "Entrepreneurial  skills  there 
still  get  decent  rewards  and  encourage- 
ment. That  means  a  lot  to  us."  ■ 


The  Laird  Who  Changed  From  Bear  To  Bull 


Charlotte  Square  is  a  picture-perfect  place.  Working 
out  of  historic  Georgian  houses,  portfolio  managers  can 
gaze  from  their  office  windows  and  see  who  is  ringing 
competitors'  door  bells.  Such  proximity  makes  Edinburgh 
moneymen  a  close-knit  community,  with  frecjuent  cock- 
tails or  dinner  at  the  New  Club  plus  polite  gossip. 

Grant  Cochrane,  the  group's  leading  contrarian,  re- 
ceives more  than  his  share.  He  manages  the  $190  million 
Edinburgh  Investment  Trust,  whose  five-\ear  perfor- 
mance is  among  the  best  of  all  Scottish  funds.  But  late  in 
1976  Cochrane  cut  his  U.S.  portfolio  by  50%  and  moved 
money  back  to  the  U.K.  Thus  he  missed  Wall  Street  s 
secondary  stock  boom  and  for  the  past  12  months  posted 
Charlotte  Square  s  poorest  asset  gains. 

Now  Cochrane  has  changed  his  tune.  "My  big  decision 


is  when  to  go  back  into  the  U.S.  markets, "  he  says.  "Over 
the  short  term,  I  think  the  Dow  is  heading  lower — 
probably  to  .around  700  next  year.  But  California's  Propo- 
sition 13  and  the  Administration  s  new  concern  about 
exchange  rates  are  important  political  changes.  When 
America  finally  comes  to  grips  with  the  dollar,  there  will 
be  a  tremendous  flood  of  mone\'  into  your  markets.  It 
might  be  the  last  big  opportunit>-  to  buy,  because  I  think 
the  Dow  s  next  major  low  will  be  well  over  1000. 

Despite  such  optimism,  Cochrane,  who  intends  to  rein- 
vest in  Wall  Street  during  1979,  doesn't  agree  with  other 
Scots  about  the  best  U.S.  portfolio  position  to  take  now. 
"We  think  you  re  due  for  a  brief  recession,  and  we  want  to 
hold  large  companies.  Beyond  that,  don't  tell  anyone  I'm  a 
bear.  I'm  verv  bullish  on  America.  "  — P.W.S. 
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WEVE  MADE  A  HIT  M  AN 
MDUSTRY  THATS  7  TWES  BIGGBl 
THAN  THE  RECORD  BUSINESS. 


EARNINGS  PER  SHARE 


"Stanley  helps  you  do  things  right  "^"^  is  music  to 
the  ears  of  millions  of  do-it-yourselfers  who've  seen 
us  on  television  and  completed  building  projects  from 
our  library  of  "How  to"  plans.  And  they've  made  us 
a  hit  by  consistently  purchasing  our  products  over 
other  brands- tools,  hardware,  drapery  hardware, 
and  new  ideas  like  Stanley's  "U-lnstall"  Do-lt-Yourself 
Garage  Door  Opener. 

Speaking  the  language  of  do-it-yourselfers  has 
helped  us  continue  our  impressive  102  year  dividend 
record,  and  increase  our  dividends  every  year  for  the 
last  ten!  And  the  industry  we're  servicing  is  huge.  At 
$18.8  Billion*  it's  over  7  times  bigger  than  the  record 
business -which  is  about  $2.4  billion.**  Do-lt-Your- 
selfing  has  doubled  in  size  in  the  last  five  years  alone 
with  nothing  but  new  growth  in  sight. 

Nearly  3/4  of  all  Americans  call  themselves  do-it-yourselfers.  They  do  nearly  half  of  all 
their  own  home  modernization  and  maintenance.  And  they  spend  an  average  of  1  to  5 
hours  a  week  working  on  their  homes.***  When  we  say  "Stanley  helps  you  do  things  right," 
we're  talking  about  investing  as  well  as  do-it-yourselfing.  Write  for  complete  information 
to  Thomas  K.  Clarke,  vice  president,  finance,  at  the  address  below. 

LEADING  THE  DO-ITYOURSELF  INDUSTRY 


1962         1965         1968         1971        1974  1977 

In  a  15-year  period,  Stanley's  earnings  per  share 
have  increased  at  an  annual  compound  rate  of  13,3%, 
out-performing  the  S&P  400  Industrial  Index 
and  even  beating  the  cost  of  living! 
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Why  enter  the  I980's 
with  trucks  built  to  solve  the 
problems  of  the  I960's? 


Most  of  the  world's  trucks  are  built  in  America— 
and  mostly  for  the  America  of  20  years  ago:  An  America 
of  260-a-gallon  gasoline.  An  America  where  mechanics 
earned  $2.50  an  hour  and  "environment"  meant  some- 
thing like  "natural  habitat!' 

Ironically  the  trucks  that  best  meet  America's 
needs  today  are  not  being  built  in  America. They're  being 
built  in  Europe  and  around  the  world  —  by  the  five  man- 
ufacturers that  make  up  IVECO,  Europe's  second- largest 
truck  company  lb  solve  problems  that  America's  just 
beginning  to  recognize. 

The  problem  of  expensive  fuel. 

Today  in  Europe,  gasoline  can  cost  as  much  as  $2.16 
a  gallon.  Our  Magirus  trucks  njn  on  a  fuel  that  averages 
about  100  a  gallon  less  than  unleaded  gasoline  in  the  U.S.* 
They  also  get  8  to  10  miles  per  gallon  in  a  weight  class 
where  most  gasoline  trucks  get  4  to  5. 

The  problem  of  air  quality. 

The  complete  combustion  that  makes  our  diesel 
engines  so  economical  also  makes  them  environmentally 
clean.  Without  modification,  they  meet  every  emissions- 
control  standard  in  force  in  the  United  States. 

The  problem  of  spiralling  maintenance  costs. 

Because  our  heavy-duty  diesel  engines  have  no 
spark  plugs,  no  distributor,  no  condenser,  and  no  carbu- 
retors, they  need  no  tune-ups.  When  they  do  need 
routine  maintenance,  mechanics  can  get  to  everything 
simply  by  tilting  the  cab,  instead  of  spending  two  or  three 
hours  taking  it  apart  and  putting  it  back  together  again. 


With  the  savings  on  maintenance  and  fuel  alone, 
over  five  years  one  of  our  diesel  engines  can  almost  pay 
for  one  of  our  diesel  trucks. 

The  problem  of  obsolete  cities. 

With  front  shock  absorbers,  cab  shock  absorbers, 
progressive-rate  leaf  springs,  and  a  rear  stabilizer  bar  all 
standard,  our  Magirus  trucks  can  handle  European  roads 
built  in  the  age  of  Roman  chariots  and  African  countries 
where  there  are  virtually  no  road  systems  at  all. 

So  they're  more  than  a  match  for  the  potholed  city 
streets  of  America. 

At  a  time  when  America  really  needs 

medium-size  diesel  trucks, 
why  does  it  have  fewer  than  Germany? 

In  the  entire  United  States,  there  are  some  52,059 
medium-size  (Class  6)  diesel  trucks.  In  West  Germany 
a  country  the  size  of  Oregon,  there  are  58,000.  More 
than  35,000  of  Germany's  diesel  trucks  come  from 
Magirus  and  its  sister  IVECO  companies  —  Unic,  Lancia, 
OM,  and  Fiat.  And  now,  Magirus  trucks  are  here  to  do 
for  America  what  they're  already  doing  for  Germany, 
Europe,  Asia,  Africa,  and  the  rest  of  the  world. 

Because  when  it  comes  to  solving  the  problems  of 
the  future,  America  needs  a  better  alternative  than 
trucks  designed  for  the  past. 

m  IVECO 

Magirus  Diesel  trucks  are  distributed  by 

Iveco  Trucks  of  North  America,  Inc.,  Blue  Bell,  Pa. 


'Federal  Energy  Renew,  February,  1978.  Local  prices  may  vary 


®I978  Iveco  Trucks  of  North  America,  Inc 


Faces  Behind  The  Figures 


AMC's  Young  Blood 

The  decision  last  inonfli  to  briiifi;  on  as 
piwsident  \V,  Paul  Tippet  Jr.,  tlie  former 
Ford  and  Singer  C^o.  niarketing  execu- 
tive, is  a  shrewd  effort  1)\  foundering 
American  Motors  Coq).  to  find  some- 
thing to  sell  besides  Jeeps. 

Tippet,  45,  joins  the  new  chairman 
and  CEO,  Gerald  C.  Meyers,  49,  in 
what  is  one  of  the  youngest  managemcTit 
teams  ever  to  run  an  American  auto- 
mobile manufacturer.  Meyers,  made 
president  in  1977,  succeeds  Roy  1).  C'ha- 
pin  Jr.,  who  had  been  chairman  of  the 
company  for  11  years  and  whose  father 
was  one  of  the  foimders  of  predecessor 
Hudson  Motor  Car  Co. 

It's  no  secret  that  AM(]'s  financial 
problems  have  been  compounded  by  its 
weak  merchandising.  With  (  liai)in,  a  fi- 
nance man,  and  production-oriented 
Meyers  running  the  outfit,  AM(;  s  niche 
in  the  marketplace  has  been  blurred.  It 
will  be  up  to  Tippet  to  steer  the  company 
out  of  such  recent  marketing  blunders  as 
the  Pacer  and  the  (Kremlin. 

The  tall,  athletic-looking  Tippet  was 
first  initiated  into  the  automobile  busi- 
ness at  the  age  of  11  in  (Jravvfordsville, 
Ind.,  where  he  worked  at  his  father's 
Chevrolet-Cadillac  dealership.  After 
graduating  from  Wabash  College  and 
completing  a  stint  in  the  Navy,  he  joined 
Procter  6c  Gamble  in  195S  and  worked  in 
marketing  as  an  advertising  aiul  brand 
manager.  In  1964,  with  P&C;  ,s  legendary 
marketing  training  under  his  belt,  he 
went  to  Ford  Vlotor  Co.,  rising  to  head 
of  sales  and  marketing  of  Ford  Europe, 


Miiiki  lci  I'ippct  ofAMC 


Is  there  anything  left  to  sell? 


Inc.  He  left  for  the  chance  to  become 
president  of  .something:  STP  Corp.  But 
that  wasn't  what  he  was  looking  for,  so  he 
left  shortly  to  head  Singer  s  sewing  prod- 
ucts group. 

A  headhnnter  looking  for  somebody 
who  knew  how  to  sell  cars  could  hardly 
overlook  Tippet  s  11  years  with  Ford. 
.\m\  that's  why  Tippet  is  at  AMC. 

Tippet  points  to  this  year's  record 
sales  of  Jeeps  as  the  cornerstone"  of 
strength  for  AM(]'s  dealership  network. 
But  he  concedes  that  the  company  will 
have  to  do  a  lot  better  with  its  conven- 
tional cars  if  it  is  going  to  get  the  strong 
dealer  network  it  desperately  needs  to 
stay  alive  in  the  hotly  competitive  mai- 
kct.  He  says  that  he  is  looking  to  the 
company  s  Concord  compact  and  its  new 
Sjiirit  to  spur  sales  in  the  coming  year. 
But  neither  seems  exciting  enough  to 
make  nnich  dillerence.  The  coming  alli- 
ance with  P'rancc  s  Kenault  does  offer  an 
interesting  product  line  to  go  with  Jeep 
to  lure  more  of  the  kind  of  dealers  that 
trill  make  a  marked  difference. 

Meanwhile,  the  company  is  about  to 
comiilete  its  second  straight  proht  \car, 
with  Jeep  and  commercial  vehicle  sales 
producing  nearly  all  the  earnings.  You  re 
in  the  driver  s  seat,  Paul  Tippet. 


Madam  Railroad 

Standard  &  Poor's  drove  one  more  nail 
into  the  coffin  of  the  U.S.  sick  rail  indus- 
try last  month  when  it  decided  to  stop 
publishing  its  railroad  statistics  service 
after  57  years.  But  not  everyone  is  giving 
up  on  the  railroad.s — least  of  all  Isabel  H. 
Benham,  70. 

In  September  the  veteran  rail  analyst 
unveiled  her  own  com])endiiMM  of  rail 
statistics,  which  she  will  sell  for  about 
$2,500.  It  is  based  on  a  rate-of-return 
analysis  intended  to  help  investors 
evaluate  railroad  securities  and  to  help 
railroads  make  sensible  financing  deci- 
sions. "It's  a  combination  of  S&Ps, 
Moody  's  Manual  and  myself,  she  says. 
".Nobody  else  cares  enough  about  the 
railroads  to  spend  the  time  to  put  togeth- 
er a  book  of  this  kind. 

Benham  was  born  into  the  rail  indus- 
try. The  daughter  of  a  minister,  she 
comes  from  Elmira,  N.Y. ,  hometown  of 
Perry  Shoemaker,  ex-president  of  the 
Erie  Ijackawanna;  Jervis  Langdon  Jr., 
former  trustee  of  the  Penn  (k'utral 
Transportation  C^o.  and  ex-president  of 
several  other  roads;  and  Langdon's  un- 
cle, E.E.  Loomis,  pn>sident  of  the  Le- 
high Valley  Railway  in  the  1930s. 

After  graduating  from  Bryn  Mawr  (Col- 
lege in  1931,  B.^nham  fnlfllled  her  child- 


Isahcl  Benham 


Picking  up  the  load  from  S&P. 

hood  ambition  of  getting  to  Wall  Slieet 
by  landing  a  job  at  the  Reconstruction 
Finance  (/'orp.  Next  she  went  to  work  in 
the  rail  department  of  the  investment 
house  of  R.W.  Pressprich  and  Co.  Soon 
she  began  financial  consulting  during  the 
railroad  reorganizations  following  the 
wave  of  bankru])leies  of  the  193()s. 

In  1968,  alter  more  than  30  years,  she 
left  for  Shearson,  Hammill  and  ('o..  Inc. 
(now  Shearson,  Ilayden  Stone,  Inc.). 
This  year  she  moved  again,  to  head  the 
research  affiliate  of  Printon,  Kane  &  ('<)., 
the  bond  house. 

"  The  jiroblems  of  the  railroads  are  too 
nmeh  jjlant,  too  many  cmjjloyees  and  an 
inability  to  obtain  capital  rccjuired 
through  borrowings  at  reasonable  rates 
or  from  internally  generated  funds,"  she 
says.  To  mitigate  the  cash  s(|uee/,e  some- 
what, Benham  says  that  railroad  compa- 
nies should  reduce  their  dividends  and 
reinvest  the  money  in  plant.  High  slock 
prices  often  mean  very  little,  she  argues 
("Penn  Central  traded  at  $34  five  months 
before  it  went  bankrupt  ).  With  the  cost 
of  railroad  borrowing  for  eciuipmcnt  at 
9%  and  aftertax  return  on  assets  averag- 
ing less  then  4%,  the  railroads,  with  one 
or  two  exceptions,  are  inexorably  con- 
suming themselves. 

Benham  blames  regulators  who  won  t 
allow  abandonment  of  unprofitable  as- 
sets or  rate  hikes  that  keep  up  with 
inflation.  But  she  thinks  rail  managers 
have  added  to  the  problem  by  trying  to 
become  too  big  too  (|uickly.  "A  $2  billion 
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When  Marriott  does  it,  they  do  it  ri| 


Your  first  five  minutes  at  any  Marriott 
will  tell  you  one  main  reason  why- 
Marriott  has  the  highest  occupancy-rate  in 
the  hotel  industry. 

.<\nd  over  twice  as  many  Mobil  4 -star 
racings  as  any  other  hotel  company. 


It's  more  than  bricl<s  or  glass  or  carpetir  ^ag 
Or  beautiful  pools  or  restaurants. 

It  s  the  pride^  alert  professionalism,  and 
spirit  of  Marriott  s  staff. 

It  s  the  genuine  warmth  of  your  welco] 
from  the  people  who  help  you  with  your  , 


1  he  sL-cret  of  Marriott's  success  is  hospitality— cheerful,  friendly,  the  way  it  ought  to  be. 


^ht  from  the  moment  you  arrive. 


.age.The  attentiveness  of  the  desk  clerk 
)  checl<s  you  in. 

It's  waiters  and  waitresses  who  smile, 
the  tremendous  trifle  of  a  ''Hi!"  from  a 
ing  bellman  in  a  hall. 
Mext  trip^  let  Marriott  do  it  right  for  you. 


To  reserve  a  room  call  a  professional, 
your  travel  agent.  Or  toll  free'^'  8qo -228 -9290. 

-  *  Except  Hawaii,  Alaska 

Harriott  Hotels® 

Acapuico,  Amsterdam,  Atlanta.  Ajstin,  Baltimore,  Barbados,  Berkeley,  Blacksburg,  Boslon,  Chicago,  Cincinnati,  Cleve- 
land, Columbus,  Dallas,  Denver,  Detroit,  Ft  Wayne.  Houston,  Indianapolis,  Kansas  City,  Key  West.  Lake  of  ttie  Ozarks. 
Lincolnshire.  Ill .  Los  Angeles.  Louisville,  rvlanna  del  Rey,  Miami,  Milwaukee,  Minneapolis.  New  Orleans.  Newport  Beach, 
New  York,  Orlando,  Philadelphia,  Pittsburgh,  Providence,  Rancho  IVIirage,  Rochester,  Saddle  Brook,  N  J  ,  St  Louis,  San- 
ta Barbara,  Santa  Clara,  Scottsdale,  Somerset,  N  J .  Springfield,  Mass  .  Stamford.  Ct..  Syracuse.  Tucson,  Washinginn  D  C 


Newsweek  International  is  now  in 
the  rich  Latin  American  market. 


Latin  America  has  come  into  its  own 
as  a  market  of  international  conse- 
quenc  v. 

Oil.  Automobiles.  Agribusiness. 
Minerals.  Latin  America  is  sending 
them  off  to  the  world,  and  buying 
back  more  goods  in  return. 

The  CNP  of  the  major  Latin  nations 
is  advancing  at  a  rate  of  10%  per  year. 
Exports  are  up  120°o;  imports,  165%, 
in  just  five  years. 

And  a  new  breed  of  executive  is 
evolving. . .an  international  execu- 
tive whose  business  survival  de- 
mands a  global  view  of  events. 
Newsweek  International  is  giving 
him  that  view.  On  August  1st,  the 


premier  issue  ot  the  new  Latin 
American  edition  went  on  news- 
stands and  into  maiil)()xes  all  across 
the  region 


THE 

INTERNATIONAL 
NEWSMAGAZINE 


Th(>  initial  sale  estimate  is  45,000; 
but  if  past  is  prologue,  that  number 
will  go  up  very  quickK. 

For  Newsweek  is  a  truly  interna- 
tional  magazine— not  an  American 
export,  but  a  separately  edited  jour- 
nal taking  a  world  view  of  events— 
and  attracting  more  and  more  of  the 
men  and  women  who  sit  at  the  top 
ot  the  international  marketplace; 
educated,  bi-lingual  business  peo- 
ple pt)ssessed  of  personal  wealth 
and  executive  power 

We  reach  them  in  Europe,  the  Mid- 
dle East  and  Africa.  We  reach  them 
in  Asia  and  the  South  Pacific.  Now 
we  reach  them  in  Latin  America. 

So  can  you. 


SAI.i  S  OFFICES:  New  York  •  C!hndgo  •  Los  Angek's  •  San  Francisco  •  Lonilon  •  Amslerdaiii  •  I- rank  I  urt /Mam  •  Geneva  •  Paris  •  korne  •  Hong  Kong  •  Manila  •  Osaka  •  Sydney  • 


Faces  Behind  The  Figures 


railroad  cannot  be  managed  like  a  $2 
billion  industrial  company,"  she  says. 
"At  that  size,  it  is  too  big  for  any  one  man 
to  know  all  the  track.  ' 

Instead,  Benham  favors  smaller,  re- 
gional mergers  that  will  build  up  to  big- 
ger ones,  especially  as  computers  make 
rail  systems  more  efficient.  But  she  fears 
a  rational  merger  policy  won't  come  in 
time  to  stave  off  nationalization. 

Whatever  happens,  Isabel  Benham 
will  be  watching  and  analyzing. 


Saturday  Evening  Blues 

In  retrospect,  Beurt  R.  SerVaas  (the 
name  s  Dutch)  may  wish  he  had  never 
become  the  latest  successor  to  Ben 
Franklin  as  publisher  of  The  Saturday 
Evening  Post.  In  the  eight  years  since  he 
put  up  $1  million  to  buy  35%  of  the  stock 
of  Curtis  Publishing  Co.,  SerVaas  has 
found  it  a  formidable  job  keeping  the 
shell  of  the  renowned  Philadelphia  print- 
er and  publisher  alive. 

But  the  Indianapolis  publisher  and 
politician  (he's  city  council  president) 
says  his  days  in  World  War  n  as  an  OSS 
operative  behind  the  Japanese  lines  in 
China  taught  him  how  to  stay  alive.  And 
he  has  been — so  to  speak — living  off  the 
land  with  what  is  left  of  the  once  mighty 
Curtis  company  since  he  got  hold  of  it  (or 
it  of  him).  By  the  time  he  got  it,  the 
company  had  been  mismanaged  and 
dumped  on  by  a  lot  of  people  for  years. 

An  initial  appeal  to  SerVaas  may  have 
been  Curtis'  tax-loss  carryforward  of 
about  $15  million.   So  after  SerVaas 


Beurt  R.  SerVaas  of  Curtis  Publishing 


Taking  a  bath  with  Poor  Richard. 


bought  into  Curtis,  he  merged  it  with  his 
own  privately  owned  Review  Publishing 
Co.,  which  puts  out  such  trade  maga- 
zines as  Demolition  Age.  But  that  link 
didn't  produce  enough  earnings  to  be 
sheltered  by  Curtis'  losses,  especially 
after  SerVaas  resumed  publication  oiThe 
Saturday  Evening  Post  as  a  monthly 
(mainly  to  retain  the  right  to  the  name, 
Curtis'  principal  asset)  and  The  Country 
Gentleman,  a  farm  quarterlv  that  Curtis 
had  folded  back  in  1951. 

SerVaas  looked  around  for  something 
else  to  acquire,  but  nobody  wanted  to 
get  involved  with  the  shaky  enterprise. 
So  Curtis  acquired  Premier,  Inc.,  a 
truck-body  builder  that  just  happened  to 
be  owned  by  none  other  than  Beurt  Ser- 
Vaas. In  the  process,  SerVaas  increased 
his  holdings  of  the  still  publicly  owned 
Curtis  to  49%.  SerVaas  also  owns  the 
offices  and  warehouse  that  Curtis  occu- 
pies. When  Curtis  needed  $1  million  to 
finance  its  small  publishing  operations, 
no  bank  would  lend  the  money,  says 
SerVaas,  so  he  lent  it  himself,  taking  a 
lien  on  The  Saturday  Evening  Post  Co., 
the  Curtis  subsidiary  that  actually  owns 
the  right  to  publish  the  magazine. 

This  kind  of  inside  dealing  has  not  sat 
very  well  with  the  other  Curtis  share- 
holders. But  two  years  ago  when  a  group 
of  dissident  shareholders  tried  to  win  a 
seat  on  the  seven-member  SerVaas-con- 
trolled  board  (including  himself  and  his 
wife),  Curtis  brought  a  suit  that  is  still 
pending.  The  board  has  since  been  re- 
duced to  five  members.  And  SerVaas  has 
had  some  other  problems  as  well.  The 
former  owner  of  International  Reports,  a 
publication  Curtis  acquired  in  1973,  is 
suing  for  $900,000  he  claims  is  still  owed 
on  the  deal.  And  the  city  of  Indianapolis 
was  not  overjoyed  to  discover  that  it  had 
bought  four  police  paddy  wagons  from 
the  truck-body  company  owned  by  its 


council  president,  Beurt  SerVaas.  He 
claims  he  knew  nothing  of  the  deal  be- 
forehand and  has  been  cleared  by  the 
city's  independent  ethics  committee. 

Curtis  is  nowhere  near  the  edge  of  the 
woods,  but  it  still  survives,  earning 
$939,000  (including  $1  million  fi-om  the 
sale  of  longtime  money-losing  Holiday 
magazine)  on  total  revenues  of  $17  mil- 
lion. The  shareholders'  deficit  (there  s  no 
equity  on  the  books),  once  $41  million, 
has  been  whittled  down  to  $4.6  million. 

That  s  still  a  long  way  fi-om  a  turn- 
around, and  SerVaas  admits  it,  but  he 
says,  "We're  alive  today.  I'd  say  if  we 
didn  t  go  bankrupt  when  all  those  things 
were  falling  on  our  heads,  we're  certain- 
ly not  thinking  about  it  now.  "  So  rest 
easy,  Ben  Franklin. 


Whiz  Of  The  Wiz 

Silver  screens  around  the  country  these 
days  are  showing  the  first  all-black-cast 
movie  with  a  real  chance  to  cross  over 
and  become  a  superhit  with  white  audi- 
ences. And  unless  it  does.  The  Wiz  is 
almost  certain  to  be  a  superbust  for  Ber- 
ry Gordy  s  Motown  Industries,  which 
coproduced  it;  for  MCAs  Universal  Pic- 
tures, which  financed  it  and  distributes 
it;  but  probably  not  for  Rob  Cohen,  the 
29-year-old  Harvard  graduate  who  is  the 
film  s  producer. 

Loosely  based  on  the  current  Broad- 
way musical  and  vaguely  connected  with 
the  1939  Judy  Garland  version  of  The 
Wizard  of  Oz,  the  picture  is  reportedly 
the  most  expensive  musical  ever  made 
by  Hollywood,  with  a  production  cost  of 
$23  million.  That  means  the  picture  will 
have  to  do  maybe  $60  million  in  rev- 
enues to  cover  production,  advertising 
and  distribution.  A  big  number  once, 
but  not  so  formidable  in  this  new  age  of 
blockbusters. 
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For  Cohen,  producing  the  film  was 
the  final  step  in  a  meteoric  apprentice- 
ship. From  cleaning  cages  at  an  animal 
hospital  and  packaging  TV  scripts  for 
20th  Century-Fox.  at  age  24  he  landed  a 
$l,00{)-a-week  job  at  Motown.  Cohen's 
first  assignment  was  to  find  and  produce 
a  vehicle  for  Gordy  s  rock  music  star, 
Diana  Ross,  onetime  lead  singer  with  the 
Supremes.  He  came  up  with  Maha^duy , 
a  picture  that  managed,  while  doing  the 
bulk  of  its  business  among  black  audi- 
ences, to  do  better  than  break  even,  no 
mean  feat  for  a  big-budget  film. 

Just  riding  herd  on  the  budget,  the 
creative  talent  and  the  enormous  tech- 
nical aspects  of  a  production  like  TJw 
Wiz,  requires,  as  much  as  anything, 
tremendous  physical  effort  for  a  novice. 
Says  Cohen  of  the  feat,  "My  youth  is  a 
necessary  weapon.  Its  part  of  my 
ethos.  I'd  be  asking  for  a  heart  attack  if 
I  did  at  40  what  I  did  over  the  last 
year.  " 

However  much  money  The  Wiz  re- 
turns to  Motown,  Cohen — unlike  big- 
time  movie  producers — doesn  t  have  a 
share  of  the  profits.  That's  because  reclu- 
sive Berry  Gordy  doesn't  like  to  give  it 
away.  Cohen  says  he  was  more  than  well 
paid.  Still,  a  share  in  the  profits,  not 
wages,  is  what  moves  people  in  Holly- 
wood to  greatness.  So  Cohen  quit  Mo- 
town last  month  for  a  multipicture  inde- 
pendent producer  s  contract  with  United 
Artists.  "After  The  Wiz"  he  says,  "I 
could  no  longer  be  an  employee  of  some- 
one else  s  company.  His  first  effort  for 
UA  will  be  a  small  picture  called  A  Small 
Circle  of  Friends,  of  which  the  journey- 
man producer  says,  "I  think  the  fantasy 
props  department  alone  for  The  Wiz  was 
bigger  than  the  whole  cast  and  crew  of 
this  one. 


Prize  Lemon  Picker 

The  team  bus  bounced  through  a  nippy 
Tucson  morning.  On  board,  the  19.54 
Cleveland  Indians  slept,  talked  and 
(mostly)  grunted  except  for  all-star  third 
baseinan  Albert  Leonard  Rosen  who  sat 
silently  studying  the  stock  quotations  in 
the  Wall  Street  Journal.  That  studying, 
by  then  a  daily  habit,  paid  off. 

Analyzing  a  company  is  very  much 
like  analyzing  a  ball  player,  '  says  Rosen, 
now  the  54-year-old  president  of  the 
New  York  Yankees.  Probably  a  lot  like 
analyzing  a  manager,  too.  Rosen  is  the 
man  who  picked  (and  pushed  for)  calm 
and  quiet  Bob  Lemon,  a  teammate  from 
that  Indians  club.  He  took  over  as  man- 
ager of  the  Yankees  from  the  mercurial 
Billy  Martin  after  that  famous  tearful 
departure.  When  Hall  of  Fame  pitcher 


2i,b 


A/  Rosen  of  the  Yanka  s 


Most  valuable  president? 

Lemon  took  the  reins,  the  Yankees  be- 
gan their  incredible  drive  to  the  pennant 
and,  of  course,  the  world  series. 

Rosen  was  an  anomaly  in  his  tiiue. 
Unlike  most  of  his  baseball  playing  con- 
temporaries, he  d  graduated  from  col- 
lege— the  University  of  Miami  in  1948 
with  a  degree  in  business  administration. 
He  started  work  as  a  stockbroker  after  a 
spectacular  19.53  season  in  which  he'd 
won  the  home  run  title  with  43  round- 
trippers  on  his  way  to  unanimous  selec- 
tion as  Most  Valuable  Player. 

As  a  rookie  ball  player,  Rosen  batted 
.111,  getting  only  one  hit  in  nine  times  at 
bat  (lifetime  average:  .285),  but  as  rookie 
president  of  the  current  world  champi- 
ons, he  s  batting  1,000. 


Less  Pork? 

If  you've  been  wondering  why  Congress 
seems  to  be  behaving  differently  these 
days  than  it  used  to,  well,  it  s  a  different 
Congress.  And  with  this  month  s  elec- 
tion, more  than  half  the  membership  of 
the  House  of  Representatives  will  have 
changed  since  the  1974  election. 

"We  ve  moved  in  a  new  generation  of 
people  whose  political  experience  is 
post- Watergate,  says  Thomas  E.  Mann 
of  the  American  Political  Science  Assn. 
and  the  author  of  a  new  book.  Unsafe  at 
Any  Margin — Interpreting  Congression- 
al Elections.  "Their  ways  of  running 
campaigns  are  different.  They  are  highly 
individualistic  and  they  are  part  of  the 
continuing  trend  of  disaffiliation  from 


both  the  President  and  a  party.  Their 
hot  issue  is  inflation  rather  than  unem- 
ployment, mirroring  the  worries  of  their 
constituents,  according  to  Mann  s  exten- 
sive polling  around  the  countrv. 

.Mann  expects  the  Republicans  to 
make  few  gains  this  fall  because  the 
Democratic  incumbents,  he  believes, 
have  managed  to  defiase  the  Kemp-Roth 
tax-cut  issue.  "Kemp-Roth  will  influence 
very  few  elections,  he  predicts.  "How- 
ever strong  feelings  run  on  taxes,  they 
are  stronger  on  inflation.  " 

He  thinks  the  Kemp-Roth  debate, 
however,  will  have  a  marked  impact  on 
what  the  new  Congress  does.  "The 
members  will  remember  how  they  pos- 
tured themselves  during  the  campaign,  " 
he  says.  "In  agreeing  with  the  Republi- 
cans that  taxes  are  too  high,  the  Demo- 
crats are  boxing  themselves  in.  " 

Mann  argues  in  his  book,  which  was 
published  by  the  American  Enterprise 
Institute,  that  members  are  always  run- 
ning scared,  no  matter  how  long  they 
have  been  in  office  or  how  large  their  last 
victory  margin.  "They  believe  they  al- 
ways have  to  act  to  forestall  criticism,  ' 
he  says.  In  1979  that  should  add  up  to  a 
congressional  attitude  of  budget  re- 
straint, given  this  fall's  rhetoric.  Besides, 
Mann  adds,  "It  s  the  older  members  who 
believe  in  delivering  the  pork.  The 
newer  members  by  and  large  have  been 
elected  with  media  campaigns  and 
they  ve  deemphasized  pork. 

That's  sweet  music  to  anyone  con- 
cerned about  inflation  and  the  federal 
budget. 
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Full  employment. 
That's  our  goal  for 
the  working  tree. 

America's  need  for  wood  is  growing. 

By  the  year  2020,  government  and 
industry  sources  expect  demand  for  wood 
fiber  to  nearly  double. 

That's  one  reason  why,  at  Potlatch,  we 
feel  a  responsibility  to  utilize  each  harvested 
tree  to  the  fullest. 

For  example,  improved  sawmill  tech- 
nology enables  us  to  get  more  end  product 
from  every  log  we  process. 

We  use  that  part  of  the  tree  crop 
not  suitable  for  conversion  into  lumber— the 
tops  of  pine  and  hardwood  trees,  slabs, 
edgings  and  sawdust.  We  process  them  into 
pulp  for  paper  and  paperboard  products. 

We  also  use  the  bark  and  scrap 
residuals  as  fuel  to  supply  part  of  our 
power  needs. 

Full  employment  of  our  working  trees. 

It's  no  small  task.  But  it's  the  one  that 
pays  off  in  jobs  and  paychecks  today,  and 
homes  and  forest  products  tomorrow. 

Potlatch  Corporation,  Public  Information 
Office,  P.O.  Box  3591,  San  Francisco,  CA  94119. 


Faces  Behind  The  Figures 


The  Name  Game 


Reirieinber  the  old  door-to-door  sales- 
man's gambit:  If  they  try  to  slam  the 
door  in  your  face,  stick  yoin^  foot  in  it? 
That's  painful,  so  latter-day  hawkers 
have  a  new  trick:  They  shove  their  hij; 
name  in. 

Names  like  ex-Fed  Chairman  Arthur 
Burns  for  Lazard  Freres,  Henry  Kissin- 
ger for  Goldman,  Sachs,  and  now  L.  F. 
Rothschild,  Unterberg,  Towbin  has  Carl 
F.  (Spider)  Lockhart.  Lockhart  spent  II 
years  as  a  free  safety  with  the  New  York 
Giants;  six  of  those  years  he  was  defen- 
sive captain,  and  he  garnered  all-pro 
honors  twice. 

No  longer  a  professional  athlete  at  35, 
Lockhart  is  still  a  team  player.  He  and 
.Michael  S.  Taylor  each  carrv'  the  title 
"codirector  of  financial  services."  Last 
June  they  moved  together  from  Bache 
Halsey  Stuart  Shields,  where  they  first 
joined  forces. 

"The  team  thing  works  for  a  number  of 
reasons,  says  Taylor,  36.  "The  world  is 
full  of  people  and  some  of  them  might 
not  hit  it  off  with  one  of  us.  Having  two 
of  us  working  together  eliminates  some 
of  that.  ' 

It  also  works  because  the  two  securi- 
ties salesmen  have  different  st\  les.  "He  s 
very  detailed,"  says  Lockhart  of  Taylor, 
"while  I  prefer  putting  buyers  and  sell- 
ers together." 

Taylor  started  his  own  Wall  Street  ca- 
reer in  1966.  He  entered  a  training  pro- 
gram at  Lehman  Brothers  and  decided  to 
stay  in  research  after  falling  in  love  with 
the  numbers. 

Nowadays  he  and  Lockhart,  whom  he 
calls  "Lock  "  or  "Carl,  "  handle  insider 
transactions   and   restricted  securities. 


"The  hardest  thing,  says  Taylor,  a  na- 
tive New  Yorker  who  attended  Amherst 
and  Columbia,  "is  that  many  o'f  the 
blocks  of  stock  we  sell  belong  to  the  man 
who  started  the  biisiiu'ss.  And  he  11  usu- 
alK  think  the  stock  is  worth  far  more 
than  the  buyers  v\  ill.  .'^iid  man\'  of  them 
don  t  know  much  about  the  securities 
markets — they've  spent  all  of  their  time 
building  their  businesses.  " 

Like  his  partner,  Lockhart  learned  the 
business  on  the  job.  He  is  a  1968  gradu- 
ate of  North  Texas  State  University, 
where  he  majored  in  biologv'  and  phys- 
ical education  and  didn  t  get  an  athletic 
scholarship  until  his  junior  year.  During 
his  football  career,  he  worked  on  Wall 
Street  in  the  off-season.  Now  it's  open 
season  all  the  time. 

A  Shoe-In? 

In  the  universe  of  multibillion-doUar 
megamarketers,  Chesebrough-Pond's, 
Inc. ,  with  $800  million  in  sales  last  year, 
would  seem  to  be  a  minor  planet.  Not 
quite.  In  a  diverse  range  of  packaged 
goods  it  has  managed  to  grab  and  hold 
significant  market  shares  against  com- 
petitors like  Procter  &  Gamble,  Johnson 
be  Johnson  and  Norton  Simon:  Its  Ragu 
spaghetti  sauce  has  about  60%  of  a  $220 
million  market,  "Vaseline  Intensive  Care 
Lotion  holds  on  to  27%  of  the  $175  mil- 
lion hand  lotion  market  and  Q-Tips  has 
75%  of  the  cotton  swab  market. 

For  Ralph  E.  Ward,  57,  chairman, 
president  and  CEO  since  1968,  the  past 
decade  has  been  an  endless  series  of 
battles  with  these  far  bigger  competitors. 
In  general,  his  company  has  more  than 
held  its  own.  Right  now  Ward  is  facing  a 
new  onslaught  from  Procter  &  Gamble's 


Taylor  and  Lockhart  of  RothschihL  Untcrber<i,  Tou-l)in 


Arthur  Burns,  Henry  Kissinger  and  the  Ail-Pro  safety  for  the  Giants. 


Ralph  Ward  of  C.heschrou^ft-Pond  s 
Shooting  down  the  megamarketers. 

Wondra,  a  mass-market  hand  lotion 
aimed  directly  at  Chesebrough's  $40  mil- 
lion Vaseline  Intensive  Care  business.  If 
the  past  is  any  guide,  Chesebrough  will 
counterpunch  with  a  big  increase  in  its 
alreadv  heavy  marketing  budget. 

Ward  takes  the  threat  seriously  but 
with  a  certain  confidence;  "Proctor  & 
Gamble  is  tough,  but  we  know  their 
product  is  no  better  than  ours,  so  we'll 
see.  We  re  certainly  not  going  to  walk 
away  from  this  one.  " 

When  .Norton  Simon  s  Hunt-Wesson 
division  went  against  Chesebrough  s 
Ragu  spaghetti  sauce  in  late  1976,  Ward 
gave  his  bigger  competitor  a  hard  time. 
Hunt  s  Prima  Salsa  came  on  with  a  big 
red  splash  and  carved  Ragu  down  to  54% 
of  the  market.  But  by  midyear  Ragu  had 
turned  back  the  crimson  tide,  and  by  the 
end  of  1977  its  share  was  back  to  over 
60%,  and  gaining. 

When  W  ard  took  over  the  top  spot  in 
1968,  Ches(-bi()ugh-Pond's  had  only 
$165  million  in  sales.  But  it  already 
dominated  the  petroleum  jelly  market, 
and  Ward  saw  no  reason  why  he  couldn  t 
do  as  well  in  other  specialty  products. 
He  was,  after  all.  no  stranger  to  market- 
ing or  battles.  As  a  much-decorated 
fighter  pilot  in  World  War  II.  he  flew  88 
missions  in  a  P-40  in  the  Far  East.  Out  of 
uniform,  Ward  became  a  trainee  for 
Chesebrough  where  he  spent  22  years 
before  reaching  the  top.  On  the  way  up, 
he  sold  talcum  powder  in  India  and  ran 
Far  East  operations. 

Last  year,  on  $800  million  sales,  the 
company  earned  $60  million — a  19%  re- 
turn on  ecjuit}'.  This  \'ear  sales  will  top 
$900  million,  and  sometime  in  1979 
they  11  reach  $1  billion  if  Ward  can  keep 
winning  battles.  Now  he's  got  a  new 
weapon,  too:  Chesebrough  just  spent 
$27  million  to  get  G.H.  Bass  &  Co.,  the 
Maine  maker  of  Weejuns  brand  casuals. 
What  a  mixture — footwear,  spaghetti 
sauce,  hand  lotion.  But  if  Ward  can  mar- 
ket Weejuns  like  hand  lotion,  Chese- 
brough-Pond  s  could  be  a  shoe-in.  ■ 
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One  of  the  most  familicur  landmarks 
in  the  world  of  finance. 


By  now  just  about  everyone  recog- 
nizes the  Pvramid  as  the  symbol  of 
Bankers  Trust. 

We've  been  one  of  the  10  largest 
commercial  banks  in  the  nation  for 
over  25  years. 

But  we're  not  just  a  cornerstone  of 
American  finance. 

Since  we  began  making  our  mark  in 
New  York  some  75  years  ago.  our  scope 
has  become  worldwide— with  a  net- 
work of  offices  across  six  continents. 

Everywhere  you  find  us.  you'll  find 
the  experience  and  expertise  needed  to 
provide  a  long  list  of  quality  services. 

Like  SITS— the  first  tape-to-tape 
communications  system  for  fast  and 
accurate  securities  handling.  Or  the 
first  computerized  letter  of  credit  sys- 
tem. We  also  expanded  computerized 
banking  with  our  Cash  Connector— the 
most  complete  link  between  man  and 
bank  ever  devised. 

And  yes,  we're  still  the  bank  for 
trusts— the  preeminent  bank  in  the  field 
of  employee  benefits  and  a  leader  in 
almost  every  aspect  of  trust  adminis- 
tration and  investment. 

Wherever  you  see  the  Bankers  Trust 
P)'ramid.  you're  dealing  with  a  full 
service  bank  in  the  fullest  sense  of  the 
word,  with  the  capacity  to  raise,  lend 
and  manage  money 
worldwide. 

Whatever  your 
needs,  a  visit  to  the 
Pyramid  can  be  a 
rewarding  experience. 

Bankers 
Trust  Company 

Member  Federal  Deposi(  Insurance  Corporation 
©  Bankers  Trust  Company 


BANKHRS  trust; 


International  Banking  Subsidiaries  in  the 
United  States:  Chicago.  Houston.  Los 
Angeles  and  Miami.  Overseas  Branches: 
LONDON.  BIRMINGHAM.  MILAN. 
PARIS.  TOKYO.  SINGAPORE.  NAS- 
SAU. PANAMA  CITY  and  BAHRAIN. 
An  International  Banking  Network  of 
branches,  subsidiaries,  affiliates  and  rep- 
resentative offices  in  over  30  countries  on 
6  continents. 


On  the  Big  Board 
NICOR  is  known  as  G AS: 
You  should  know  us  as 
The  Basic  Energy  Company.' 


What's  a  NICOR? 

We're  the  corporation  with  revenues  of 
$1 .2  billion  that's  getting  down  to 
basics  in  energy.  Basic  energy  sources 
like  coal,  oil,  uranium,  and  natural  gas. 
Northern  Illinois  Gas  is  our  major  sub- 
sidiary. It's  the  fifth  largest  natural  gas 
distribution  company  in  the  nation. 
And  one  of  the  most  efficient.  Our  cus- 
tomer-to-employe ratio  is  the  best  of 
any  known  gas  distribution  company 
in  the  nation  while  distribution  expense 
per  customer  is  among  the  lowest  in 
the  industry. 

But  gas  distribution  is  just  one  of  our 
basic  energy  activities. 

Onshore  and  offshore,  we're  into 
exploration 

Our  subsidiaries  participate  in  oil  and 
gas  exploration  projects  all  the  way 
from  Belize,  up  to  offshore  Texas  and 
Louisiana.  And  through  the  lower 
48  states,  into  Canada  and  out  to 
offshore  Alaska. 


Coal:  Leasing,  mining  and 
gasification 

NICOR  Minerals  controls  about  one 
billion  tons  of  recoverable  coal  in 
Illinois.  NICOR  Mining,  another  sub- 
sidiary, has  entered  into  a  joint  venture 
to  mine  a  portion  of  those  reserves. 
And  our  Mid-Continent  Gasification 
subsidiary  is  a  participating  member 
of  the  Illinois  Coal  Gasification  Group 
working  on  the  first  phase  of  a  coal 
gasification  demonstration  plant. 

Drilling  rigs  and  equipment 

These  newly-acquired  assets  are  en- 
gaged in  contract  drilling  for  other  oil 
and  gas  producers. 


New  energy  ventures 

In  today's  modern  era  the  proven, 
efficient  energy  company  is  best  suited 
to  lead  the  way  in  coming  years.  That's 
why  you'll  find  a  NICOR  subsidiary  in 
the  Overthrust  Belt  of  the  Rocky 
Mountains. 

You'll  find  a  NICOR  subsidiary  work- 
ing with  an  industry  association  to 
subsidize  research  into  "exotic"  en- 
ergy sources.  Extracting  hydrogen 


NICOR 

The  Basic  Energy  Company 


from  water,  converting  marine  biomass 
to  methane  and  tapping  geo-pressur- 
ized  zones  where  trillions  of  cubic  feet 
of  natural  gas  lie  trapped  in  brine. 

Energy's  basic  to  NICOR  and 
NICOR's  basic  in  energy 

We're  the  basic  energy  company  now. 
And  we'll  be  basic  in  energy  in  the 
future.  Whatever  that  energy  is.  For 
more  information,  write  J.  M.  Quigley, 
Financial  Vice  President  and  Secre- 
tan/,  NICOR  Inc.,  Box  200,  Dept.  FB-1 , 
Naperville,  IL  60540. 


Forbes 


Money  And  Investments 


The  Economy 


The  President's  Gamble 


Jimmy  Carter  may  have  learned,  finally,  that  you  can't 
ignore  the  inflationary'  consequences  of  actions  just 
because  each  one,  taken  by  itself,  doesn  t  amount  to 
much.  They  add  up.  They  have  been  adding  up  for 
nearly  two  years.  Nonfood  prices  are  now  rising  at  a  rate  of 
7y2%  to  8%.  That  s  why  Carter  went  on  national  television  to 
offer  his  new  program  featuring  a  set  of  "voluntary  "  wage  and 
price  standards,  plus  a  series  of  steps  designed  to  undo  some  of 
the  government-inspired  mischief  done  earlier  in  his  term. 

Carter  is  probably  betting  his  political  life  on  the  new 
program.  Putting  it  into  effect  will  anger  virtually  every  single 
one  of  his  presumed  constituencies — labor,  minorities,  envi- 
ronmentalists. The  list  goes  on  and  on.  But  if  he  could  lick 
inflation,  of  course.  Carter  would  be  a  shoo-in  in  1980.  No 
other  issue  comes  close  in  importance  to  voters. 

Is  Jimmy  Carter  tough  enough  to  make  it  work?  During  most 
of  the  last  two  years  the  answer  was  easy:  No,  he  was  not  really 
tough  at  all.  The  miners  struck,  thumbed  their  noses  at  both 
their  union  leaders  and  the  White  House  and  got  what  they 
wanted.  Some  farmers  absurdly  threatened  a  strike  and  both  a 
complaisant  Congress  and  Carter  rolled  over  and  played  dead. 
The  steel  industry,  blithely  ignoring  competition  from  abroad, 
agreed  to  give  major  wage  and  benefit  increases  to  its  workers 
and  confidently  turned  to  the  government  for  protection.  And 
minimum  prices  for  imports  set  by  the  Administration  have 
provided  an  umbrella  under  which  all  steel  prices  have  risen 
about  10%  in  the  last  12  months. 

Inflation  just  wasn't  important  enough,  in  any  case,  for 
Carter  to  say  no.  As  issue  after  issue  came  before  him — social 
security  tax  hikes,  minimum  wage  increases,  cargo  preference 
legislation — inflation  always  took  the  back  seat. 

Still,  Carter — and  so  the  country — has  a  few  things  going  for 
him.  Most  important  by  far  is  the  fact  that  the  Administration  is 
not  trying  to  substitute  its  version  of  an  incomes  policy  for 
proper  fi.scal  and  monetary  policies.  Both  have  been  moving  for 
months  in  the  direction  of  restraint.  The  federal  budget  deficit 
is  shrinking,  and  Carter  pledged  that  in  his  fiscal  1980  budget 
federal  spending  will  comprise  only  21%  of  GNP,  down  from 
23%  in  fiscal  1976. 

At  the  Federal  Reserve  there  is  no  inclination  to  ease  off  a 
tighter-money  policy  until  it  gets  the  expansion  of  the  money 
supply  back  within  bounds.  At  the  banks,  meanwhile,  the 
prime  rate  is  up  to  10V4%  and  rising. 

As  a  result  of  those  policy  changes,  and  the  sheer  age  of  the 
economic  recovery  that  began  in  the  spring  of  1975,  the 
prospect  for  1979  is  slower  growth — certainly  no  more  than  3% 
for  the  year.  But  the  recovery  has  been  extremely  well  bal- 
anced. The  same  thing  can  be  said  for  inflation,  despite  its 
acceleration  this  year.  No  group — not  business,  not  labor,  not 
farmers — has  been  left  behind,  and  nobody  can  demand  the 
right  to  catch  up. 

Therein  lies  the  logic  of  Carter's  new  program.  Its  goal  is  a 
reduction  in  the  rate  of  increase  in  wages  and  fringe  benefits,  a 
slowdown  in  the  rate  of  price  increases.  It  lays  down  a  general 
standard  for  pay  increases  of  7%  for  1979.  For  prices,  one-half 
of  1%  less  than  whatever  was  a  firm's  average  price  increase 
[during  1976  and  1977 — which  would  mean,  for  the  entire 
[economy,  about  5%%.  (Since  there  will  have  to  be  a  host  of 
|exception3,  such  as  for  the  remaining  years  of  labor  contracts 


already  signed,  the  Administration  is  hoping  for  an  overall 
increase  in  prices  of  about  6'/4%.) 

The  key,  of  course,  remains  what  the  unions  will  do.  After 
all,  the  major  determinant  of  the  rate  of  increase  in  wages  is 
usually  the  recent  rate  of  inflation.  If  inflation  is  8%  this  year, 
will  the  oil  workers  and  the  Teamsters  settle  for  7%  next  year? 
Carter  is  offering  a  carrot — a  promise  which  Congress  must 
okay — to  workers  who  comply  with  the  wage  standard.  If 
consumer  prices  rise  by  over  7%  in  1979,  workers  who  had 
gone  along  with  the  Administration  would  get  a  tax  rebate. 

This  so-called  tax-based  incomes  policy,  or  TIP,  is  the  brain 
child  of  several  economists,  including  Brookings  Arthur  Okun 
and  Federal  Reserve  Governor  Henry  Wallich.  If  most  work- 
ers complied,  and  prices  rose,  say,  8%,  $10  billion  to  $15 
billion  in  rebates  might  have  to  be  paid. 

There's  a  stick,  too,  and  here  is  where  Carter's  toughness 
comes  into  question.  The  Interstate  Commerce  Commission 
has  already  put  the  Teamsters  and  the  trucking  industry  on 
notice  that  it  will  not  necessarily  allow  operators  automatically 
to  pass  through  in  higher  freight  rates  excessively  large  pay 
increases.  The  Administration  could  also  push  harder  for  de- 
regulation of  trucking,  something  the  Teamsters  fear.  But 
deregulation  again  means  overcoming  resistance  in  Congress. 

Carter  s  formation  of  a  new  "Regulatory  Council,'  made  up 
of  all  the  regulatory  agencies  in  government,  is  an  attempt  to 
eliminate  costly,  duplicate  efforts  and  to  find  the  least  costly 
way  of  achieving  a  desired  objective,  whether  it  be  cleaner  air, 
safer  working  conditions  or  whatever.  Here  the  President  s 
toughness  will  be  tested  by  the  regulators  and  their  constitu- 
ents, such  as  the  environmentalists.  Some  of  these  groups  are 
already  laying  backfires,  trying  to  scotch  this  whole  approach. 

Still  other  groups  are  going  to  be  livid  when  they  see  what 
keeping  the  size  of  the  federal  sector  to  no  more  than  21%  of 
GNP  will  mean  to  their  favorite  programs.  Veterans,  sugar  and 
corn  farmers,  the  already-livid  backers  of  water  control  proj- 
ects in  the  West — again,  the  list  goes  on  and  on  and  on. 

In  return  for  his  willingness  to  take  on  all  these  special 
interest  groups,  all  Carter  wins  is  the  uncertain  hope  that 
he  will  manage  an  economic  miracle  and  reduce  inflation. 
Will  he  stick  to  it  when  a  renter  in  California  writes  to  the 
Council  on  Wage  and  Price  Stability  complaining  that  his 
landlord  has  raised  his  rent  by  more  than  the  'allowed' 
amount,  gets  no  relief,  and  then  denounces  the  program  and 
Carter  as  a  fraud? 

The  new  standards  are  supposed  to  apply  to  everyone.  Yet 
COWPS  will  have  a  total  of  only  130  people  to  monitor 
everyone's  compliance.  An  incredibly  small  number.  So  small, 
in  fact,  that  only  big  companies  (over  $500  million  in  sales)  will 
be  watched  regularly.  To  get  federal  procurement  contracts, 
businesses  will  have  to  certify  they  are  in  compliance  with  the 
standards.  But  who  will  be  there  to  check? 

What  Carter  has  wrought  is  nothing  more  or  less  than  a  fiill- 
blown  controls  program  with  little  enforcement  power  and  no 
real  penalties  for  violation.  If  it  fails,  what  will  Carter  do? 
Chances  are,  the  program  will  become  mandatory,  or  else  a 
recession  will  be  produced  in  1980  by  constantly  tightening 
fiscal  and  monetary  policy.  Either  way.  Carter  could  be  a  one- 
termer.  That  is  his  personal  stake  in  his  gamble  with  "stan- 
dards." Maybe  that  will  make  him  tough  enough.  — John  Berry 
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An  Unfortunate  Bargain 

By  Ben  Weberman 

.  .  Private  utilities  are  joining  in  a 
variety  of  methods  with  tax-exempt  public 
authorities  to  finance  generating  facilities  .  . 


kt  the  latf  that  dealers  in  state  and 
local  government  bonds  are  finding  holes 
in  the  tax  laws,  it  would  not  be  surprising 
to  see  almost  all  debt  financing  going  the 
tax-free  route  within  a  decade  or  two. 
Indeed,  many  issues  that  cany  the  full 
faith  and  credit  of  the  U.S.  Treasur)'  are 
coming  to  market  with  tax-free  interest. 

The  federal  guarantees  in  most  cases 
are  not  given  willingly.  Treasury  officials 
are  committed  to  a  program  to  cut  down 
on  the  use  of  tax-frees.  But  so  ingenious 
are  the  investment  banking  staffs  en- 
gaged in  public  finance  that  they  contin- 
ue to  find  ways  to  achieve  U.S.  backing. 

Multifamily  housing  is  being  financed 
with  tax-exempt  bonds  in  enormous 
amounts  with  federal  backing.  Some  carry 
federal  subsidy  programs  under  FHA  Sec- 
tion 8.  Another  well-known  security  car- 
l  ies  FHA  insurance  under  various  parts  of 
Section  221  of  the  Federal  Housing  Act. 

These  issues  are  available  only  in  large 
size,  say  $1  million  or  more,  and  general- 
ly are  placed  privately  with  large  institu- 
tions. The  small  investor  has  no  chance 
to  buy  them.  Yields  run  as  high  as  6.5% 
tax-free,  instead  of  10Vi%  taxable. 

Another  type  of  tax-exempt  security 
with  federal  backing  involves  financing 
of  some  hospitals,  which  can  issue  FHA- 
GNMA  mortgages  carrying  the  full  faith 
and  credit  of  the  U.S.  The  first  such 
deal,  created  by  the  Dormitory  Author- 
ity of  New  York  for  Horton  Memorial 
Hospital  in  Middletown,  borrowed  at  7% 
tax-free,  instead  of  the  10%  that  might 
have  been  recjuired. 

The  federal  government  is  also  provid- 
ing full  backing  for  industrial  revenue 
bonds  by  companies  that  apply  for  Small 
Business  Administration  100%  loan  guar- 
antees. Wisconsin,  Illinois,  California 
and  Alabama  are  among  the  first  states  to 
have  enacted  enabling  legislation.  In 
mid-October  Schreier  Malting  Co.  of 
Sheboygan,  Wis.  and  A.F.  Schultz 
(Jreamery  of  Nomood,  Wis.  did  such  a 

Ben  Webcnnan  is  economics  editor  of  Forbes 
magazine . 


deal  and  placed  the  bonds  through  First 
National  Bank  of  Wisconsin  and  First 
National  Bank  of  CJhicago.  The  Wiscon- 
sin bank  took  the  entire  amount,  yield- 
ing 5.9%  tax-free  and  U.S.  guaranteed, 
for  its  own  portfolio. 

I  recentK  heard  a  bond  counsel  speak 
to  a  group  about  the  merits  of  the  feder- 
ally guaranteed  tax-free  housing  bonds. 
"The  community  benefits  from  new  or 
rehabilitated  housing,  the  builder  bene- 
fits from  profit  on  his  construction,  the 
renter  gets  low-cost  housing  and  the 
lender  gets  interest  that  is  generous  and 
free  from  federal  taxes,"  he  explained. 
"No  one  is  hurt,   he  gushed. 

I  was  flabbergasted  at  his  smugness. 
"No  one  but  taxpayers  like  me.  I  rebut- 
ted. "The  federal  government  is  losing 
taxes,  the  federal  government  is  provid- 
ing subsidies  and  the  federal  government 
will  pay  for  losses  if  the  project  fails.' 

The  smaller  buyer  may  not  be  able  to 
buy  the  big  federally  backed  tax-free 
bonds,  but  it  is  possible  to  participate  in 
an  electric  utility  swing  to  the  use  of  tax- 
frees.  There  is  a  strong  element  of  hy- 
pocrisy here.  The  stockholder-owned 
power  companies  have  long  resisted  the 
spread  of  public  power  a  la  Tennessee 
Valley  Authority,  and  yet  have  eagerly 
bought  cheap  power  from  public  power 
projects.  Now  they  are  finding  ways  to 
borrow  tax-free — ignoring  the  very  prin- 
ciple upon  which  they  claim  to  stand. 

In  North  Carolina,  Georgia,  Florida 
and  South  Carolina  the  private  utilities 
are  joining  in  a  variety  of  methods  with 
tax-exempt  public  authorities  to  finance 
generating  facilities.  In  some  cases,  mu- 
nicipalities form  an  authority  that  con- 
tracts to  buy  power  from  the  privately 
owned  company.  The  payment  is  fi- 
nanced with  sale  of  tax-exempt  bonds.  In 
other  cases,  the  authority  agrees  to  be 
responsible  for  construction  of  part  of  the 
generating  facilities. 

There  is  some  justification  for  the  utili- 
ties decision  to  join  the  public  authori- 
ties. The  quality  ratings  of  many  utilities 
have  been  downgraded  by  Moody  s  and 


Standard  &c  Poor  s  as  debt  has  grow  n  top- 
heavy  in  relation  to  eijuit).  .Money  need- 
ed to  finance  further  expansions  would 
have  tilted  the  ratings  further  down- 
ward. But  in  joining  such  projects  isn  t 
the  utilit)  industry  opening  the  door  for 
eventual  nationalization  of  the  entire  in- 
dustn — which  would  be  a  catastrophe 
for  the  American  people  to  say  nothing  of 
the  industi-y  itself? 

A  group  of  North  (Carolina  nuniiiipal- 
ities  is  planning  to  raise  S4()0  million  for 
Duke  Power  Co.  through  "take  or  pav' 
contracts  for  power.  The  contract  is  a 
joint  and  several  liability  of  the  govern- 
ments that  are  pmty  to  the  authority. 
Georgia  Municipal  Flectric  Authority 
expects  to  sell  $2  billion  of  bonds  be- 
tween 1976  and  1986.  Proceeds  will  be 
used  to  buy  power  from  Georgia  Power 
Co.,  to  build  generating  facilities. 

The  most  unusual  of  these  joint  agen- 
cies is  the  proposal  for  a  Tennessee  Val- 
ley Public  Power  Authority  tax-free  fi- 
nancing of  TVA  purchases.  TVA  is  a  U.S. 
government  agency  that  has  been  fi- 
nanced out  of  the  federal  budget. 

Because  the  municipal  bond  market 
has  expanded  so  rapidly ,  tax-free  bonds 
currently  cany  generous  yields  in  rela- 
tion to  taxable  bonds  of  the  same  (juality. 
In  the  current  market  the  North  Caroli- 
na bonds  would  have  to  carry  a  y  ield  of 
about  6.75%  on  a  40- year  bond  that  is 
not  callable  for  10  years;  Duke  Power 
bonds  carry  a  taxable  return  of  9.5%. 
Anyone  whose  top  income  bracket  is 
28%  or  higher — most  are — would  be 
better  off  with  the  tax-free  bond. 

Bonds  of  state  and  joint  municipal 
agencies  that  generate  power  such  as 
Salt  River,  Ariz. ,  Nebraska  Public  Power 
and  even  New  York  State  Public  Power 
are  well  protected  and  carry  generous 
yields.  These  power  bonds  generally  are 
available  in  $5,000  amounts,  although  a 
transaction  of  less  than  $25,000  is  consid- 
ered an  odd  lot.  Your  broker  should  be 
able  to  get  you  quotes.  The  bonds  are — 
unfortunately  for  us  taxpayers — very^ 
good  buys  in  the  current  maiket.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$750,000,000 

Canada 

$400,000,000  9%  Bonds  Due  October  15, 1983 
$350,000,000  9'/4%  Bonds  Due  October  15, 1998 

Interest  payable  April  15  and  October  15 


Prices 

Bonds  Due  October  15, 1983  100%  and  Accrued  Interest 
Bonds  Due  October  15, 1998  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
zindersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO.  SALOMON  BROTHERS 

incorporated 

WOOD  GUNDY  A.  E.  AMES  &  CO. 

Incorporated  Incorporated 

THE  FIRST  BOSTON  CORPORA  TION  DOMINION  SECURITIES  INC.  GOLDMAN,  SA  CHS  &  CO. 
McLEOD  YOUNG  WEIR  INCORPORA  TED    MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch,  Pierce,  Fenner  <£■  Smith  Incorporated 

ATLANTIC  CAPITAL     BACHE  HALSEY  STUART  SHIELDS     BELL,  GOUINLOCK  &  COMPANY 

Corporation  Incorporated  Incorporated 

BLYTH  EAST  MA  N  DILLON  &  CO.     BURNS  FRY  AND  TIMMINS  INC.     DILLON,  RE  A  D  &  CO.  INC. 

Incorporated 

DONALDSON,  LUFKIN  &  J  EN  RETT  E  DREXEL  BURN  HAM  LAMBERT 

Securities  Corporation  incorporated 

GREENSHIELDS  &  CO  INC        E.  F.  HUTTON  &  COMPANY  INC.         KIDDER,  PEABODY  &  CO. 

Incorporated 

LAZARD  FRERES  &  CO.  LEHMAN  BROTHERS  KUHN  LOEB 

Incorporated 

LOEB  RHOADES,  HORNBLOWER  &  CO.  MIDLAND  DOHERTY  INC. 

NESRITT  THOMSON  SECURITIES,  INC.  PAINE,  WEBBER,  JACKSON  &  CURTIS 

I ncorporated 

PIT  FIELD,  MACK  A  Y  &  CO.,  INC.  RICHARDSON  SECURITIES,  INC. 

SMITH  BARNEY,  HARRIS  UPHAM  &  CO.  UBS  SECURITIES,  INC. 

Incorporated 

WARBURG  PARIBAS  BECKER        WERTHEIM  &  CO.,  INC.       DEAN  WITTER  REYNOLDS  INC. 

Incorporated 

October  19,1978 
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The  End? 
Or  The 
Beginning? 

By  Lucien  O.  Hooper 


I 
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n  the  week  ended  Oct.  20  the  Dow 
Jones  industrial  average  declined  59.08 
points.  That  frightened  a  lot  of  people  but, 
to  put  it  into  proportion,  it  amounted  to 
only  6.6% — about  three  points  on  aver- 
age— for  each  of  the  30  Dow  stocks.  (It 
takes  a  little  over  20  Dow  Jones  points  to 
equal  a  $1  fluctuation  in  the  constituent 
stocks.)  Much  has  been  written  about  this 
being  the  largest  stock  market  decline  ni 
history. 

This  is  true  in  points  on  the  DJI,  but  it  is 
most  deceiving  in  terms  of  percentage 
figures.  The  Dow  declined  16.9%  in  the 
week  ended  July  22,  1933,  and  14%  in 
the  week  ended  May  21,  1932;  11.4%  in 
the  week  ended  Mar.  6,  1938,  9.8% 
in  the  week  ended  May  3,  1930  and  7.6% 
in  the  week  ended  Oct.  19,  1929.  The 
current  market  is  violent  because,  for  the 
first  time  in  a  long  time,  there  is  much 
more  speculation.  I  continue  to  believe 
that  this  is  the  beginning  rather  than  the 
end  of  a  larger  public  participation. 

Much  has  also  been  said  about  the 
efiects  of  high  interest  rates  on  the  mar- 
ket. High  interest  rates  tend  to  reduce 
the  institutional  demand  for  common 
stocks.  Pension  funds,  for  example,  are 
less  concerned  about  being  underinvest- 
ed  in  equities  when  their  cash  can  earn 
8%  or  more  in  riskless  short-term  paper 
such  as  U.S.  Treasuiy  bills,  corporation 
acceptances  and  certificates  of  deposit. 

Whether  high  interest  rates  are  effec- 
tive in  controlling  inflation  is  debatable, 
especially  at  a  time  when  there  is  no 
shortage  of  funds  to  borrowers.  In  fact, 
economists  continue  to  debate  whether 
higher  rates  will  cause  a  recession.  The 
danger  of  a  really  big  recession,  as  distin- 
guished from  a  simple  recession,  would 
be  that  it  would  stop  the  inflationary 
process  completely.  The  economy  sim- 
ply could  not  stand  the  resulting  defla- 
tion because  the  current  huge  amounts 
of  all  types  of  debt  would  be  repayable 
and  carry  interest  charges  in  bigger  dol- 

Lucicn  O .  Hooper  is  vice  picsidcnt  of  the  SYSE 
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lars.  This  was  the  pattern  in  the  1930s.  1 
would  be  even  more  unpleasant  no» 
than  it  was  then  because  the  level  of  del 
is  so  much  greater  and  the  inflation  is  s 
much  more  extreme.  For  some  reaso 
no  one  seems  to  talk  about  this,  or  eve 
think  about  it. 

In  an  era  of  deflation,  as  all  of  us  wh 
went  through  the  1930s  remembei 
banks  really  take  it  on  the  chin,  bi 
deflation  certainly  isn  t  the  problem  tt 
day.  Conversely,  in  a  period  of  inflatior 
it  seems  to  me,  banks,  dealing  in  do 
lars,  grow  more  than  most  companies 
Currently  banks  are  lending  more  mor 
e\'  at  much  higher  interest  rates,  per 
forming  more  services  and  employini 
more  aggressive  management.  Losse 
can  often  be  avoided  because,  obvious 
ly,  in  times  of  inflation  customers  ca| 
licjuidate  their  loans  and  service  thai) 
with  dollars  of  less  value  than  the  do 
lars  that  they  borrowed. 

All  this  has  been  showing  up  in  ir. 
creased  bank  earnings.  In  the  first  1 
days  of  October,  of  134  banks  and  baiu 
holding  companies  reporting  earning 
for  the  September  quarter  in  the  publi 
press,  128  reported  profits  higher  than  i 
the  same  three  months  a  year  ago.  That 
impressive. 

Bank  of  Mew  York  (34)  in  the  Septen- 
ber  quarter  earned  $1.31  a  share 
against  89  cents  in  the  same  period  las 
year;  Charter  New  York  (32)  $1.56 
against  32  cents;  New  England  Mer 
chants  (22)  $1.35,  vs.  89  cents;  Su 
Banks  of  Fhmda  (14)  45  cents,  vs.  2 
cents;  Continental  Illinois  (28)  $1.04,  f.s 
92' cents;  BankAmerica  (26)  $1,01,  vs 
76  cents;  Citieorp  (26)  91  cents,  vs.  6 
cents;  Crocker  National  (27)  $1.50,  w 
$1.15;  Bankers  Trust  (37)  $1.70,  cs 
$1.22;  Mellon  National  (28)  $1.14,  us.  91 
cents;  United  Jersey  (12)  59  cents,  vs.  31 
cents;  Biggs  National  (37)  $1.67,  vs 
$1.33  and  First  National  of  Boston  (2? 
$1.30,  vs.  $1.05. 

Some  very  good  yields  still  are  avai 
able  in  the  shares  of  larger  and  bette 
known  banks;  Bankers  Trust  pays  $3  tj 


ti 
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offer  7.8%;  Bank  of  New  York  $2.32  to 
offer  6.6%;  Chase  Manhattan  (33)  6.3%; 
Chemical  Neiv  York  (41),  7%;  Crocker 
National  6.3%;  Utiited  Jersey  $1.04,  8%; 
and  Philadelphia  National  (28),  7.1%. 

In  the  forest  products  area,  paper 
earnings  this  year  have  not  been  as  good 
as  lumber  earnings.  Right  now  paper 
earnings  seem  likely  to  increase  more 
than  lumber  profits  over  the  next  few 
months,  but  the  much  advertised  drop  in 
lousing  starts  may  not  occur.  Some  of 
the  paper  issues  that  appeal  to  me  are 
iVestvaco  (25),  which  should  profit  from 
:he  improvement  in  linerboard;  Mead 
(30),  a  companv'  with  large  and  diversi- 


.  .  This  .  .  .  largest  stock 
narket  decline  in  history 
s  most  deceiving  .  . 


ifd  interests  in  white  papers  and  pack- 
giiig  and  Champion  International  (23). 
)t  course,  stocks  like  Georgia-Pacific 
27).  Louisiana  Pacific  (19)  and  Areata 
ational  (21)  (also  the  second-largest 
H  inting  company)  should  be  held  as  tim- 
asset  stocks. 
The  airhnes  now  are  operating  in  one 
f  their  low-traffic  quarters.  Outside  of 
ti\tcrn  Airlines  (10),  which  does  very 
(11  during  the  colder  months  because  of 
s  Florida  emphasis,  most  airlines  in  the 
)(  t  ember  quarter  will  earn  substantial- 
less  than  in  the  third  quarter  and  some 
fiially  may  operate  at  a  loss.  For  in- 
aiiee,  American  Airlines  (14),  which 
ii  ned  $3.04  a  share  in  the  September 
Uiirter,  against  $1.74  a  year  ago,  prob- 
)1\  will  not  add  to  its  12-month  net  in 
ic  December  period.  Trans  World  Air- 
i<  s  (20)  earned  $5.03  a  share  in  the 
■jitcmber  quarter  and  could  show  close 
I  S6  for  this  year.  The  fact  remains  that 
le  airlines  are  in  a  period  of  rapid 
outh   with  Civil  Aeronautics  Board 
^Illation  entirely  friendly. 
I  lie  tax  cut  is  more  helpful  as  a  gesture 
an  in  dollars.  The  best  part  of  it,  per- 
ips,  is  the  cut  in  the  capital  gains  tax. 
ns  was  inspired  by  a  desire  to  make  it 
isier  to  finance  industry  with  stocks 
tlicr  than  with  bonds.  The  lower  cap- 
il   gains   tax  (with   very  complicated 
niputations)  may  stimulate  more  active 
uling  in  stocks  and  unlock  some  big 
ny-term  profits,  which  might  add  to 
leral  revenues.  ■ 


Let  Barron^s  help  you 
make  your  money  grow. 

3  months  (13  issues)  only  $9. 


You're  in  the  market  to  make 
money.  So  are  the  Thompsons. 
They  found  out  you  need  Barron's 
to  do  it.  When  they  let  their  sub- 
scription run  out,  they 
discovered  they  had 
lost  their  top  source  of 
market  information. 

The  kind  of  infor- 
mation that  can  help 
you  spot  investment 
opportunities  in  their 
early  and  developing 
stages— that  can  help 
you  anticipate  likely 
problem  situations 
and  avoid  pitfalls.  It's 
information  you  won't 
find  in  the  local  paper. 


Vital  financial  statistics. 

You're  able  to  put  your  finger  on 
financial  statistics  fast.  Because 
Barron's  gives  you  the  complete 
story  on  all  the  listed  stocks,  all  the 
markets.  It  keeps  you  on  top  of 
yields,  dividends,  daily  and  weekly 
highs  and  lows. 

Analyses,  opinions  and  insights. 

Barron's  is  more  than  figures. 
It  gives  you  hard  facts  about  the 
future  of  industries,  companies  and 
the  markets.  Facts  that  can  affect 
your  investments— that  reveal  the 
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intrinsic  values  of  your  securities. 
Here,  too,  is  what  the  analysts 
are  saying— what  long-time  Wall 
Street  observers  are  thinking. 

3  months  trial 
only  $9. 

Try  Barron's  for 
3  full  months— 13 
weekly  issues— for 
just  $9.  See  for  your- 
self how  well  it  can 
keep  you  informed  — 
can  help  you  make 
your  money  grow. 
To  begin  your  trial 
subscription,  simply 
fill  out  and  mail  the 
coupon  today. 

You  get  this  free  bonus. 

When  you  begin  your  Barron's 
subscription,  you'll  also  receive  our 
booklet:  Reading  Annual  Reports— 
the  changes  you  should  look  for 

It  shows  how  annual  reports  can 
be  very  profitable  reading— and 
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Stock  Comments 


Betwixt  And  Between 

By  Heinz  H.  Biel 

. .  Of  course,  discordancy  is  the 
normal  state  of  the  stock  market .  .  ." 


I  ow  that  the  stock  market  has  re- 
treated to  about  the  midway  mark  be- 
tween the  year  s  high  and  low,  I  find  it 
difficult  to  have  a  strong  opinion  on  the 
probable  trend  for  the  next  few  months 
or  even  a  year.  When  I  read  those  glow- 
ing forecasts,  often  made  by  people 
whose  opinions  I  highly  respect  (like  Roy 
Neuberger's  in  the  latest  Forbes  issue), 
I  am  inclined  to  agree.  But  then  I  realize 
that  these  opinions  clash  with  the  harsh 
realities  of  the  day,  such  as  a  prime  rate 
of  10%  (and  still  tending  higher),  wors- 
ening inflation,  an  intractable  trade  defi- 
cit and,  not  surprisingly,  continuing  de- 
terioration of  confidence  in  the  dollar, 
both  domestically  and  abroad. 

For  business  forecasts,  this  way  or  that 
way,  you  can  always  find  someone  of 
prominence  whom  you  can  quote  to 
make  your  point.  Citicorp's  Chairman 
Walter  Wriston  told  a  news  conference 
the  other  day:  "We  11  certainly  get  a  re- 
cession in  1980.  "  But  if  such  dark  fore- 
bodings bother  you,  listen  to  Du  Font's 
Chairman  Irving  Shapiro  or  General  Mo- 
tors Chairman  Thomas  Murphy,  who 
sound  more  cheerful,  almost  like  Carter 
Administration  spokesmen.  Economic 
forecasting  has  been  so  inaccurate  in  the 
recent  past  that  its  value  as  a  stock  mar- 
ket guide  is  questionable.  If  we  can  t 
fathom  the  future,  we  had  better  concen- 
trate on  the  present. 

It  is  probably  fair  to  say  that  most  of 
the  recently  published  third-quarter 
earnings  reports  were  even  better  than 
had  been  expected,  and  expectations  had 
been  high.  As  a  result,  earnings  multi- 
ples of  many  stocks,  i.e.,  their  price/ 
earnings  ratios,  are  now  unusually  low. 
In  the  weeks  ahead  we  will  see  the  usual 
flood  of  year-end  dividend  declarations. 
It  is  a  safe  bet  that  there  will  be  more 
increases  or  extras  than  ever  before. 

Somehow  this  good  corporate  news, 
current  news  to  be  sure,  seems  inconsis- 
tent with  those  ultrapessimistic  market 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
finn  of  Janney  Montgomery  Scott. 


opinions  that  come  not  only  from  the 
professional  fear-mongers  but  from  some 
well-regarded  advisory  services  and  re- 
search departments.  Of  course,  discor- 
dancy is  the  normal  state  of  the  stock 
market — otherwise  there  wouldn't  be  a 
buyer  for  every  seller — but  right  now 
the  divergence  of  opinions  seems  wider 
than  usual. 

The  huge  premiums  above  prevailing 
market  prices  being  paid,  or  offered,  in 
recent  mergers  or  takeover  attempts  are 
often  cited  as  proof  that  American  stocks 
in  general  are  greatly  undervalued.  It  is 
probably  true  that  the  acquiring  com- 
pany considers  even  a  high  premium 
price  fair  and  reasonable.  To  the  individ- 
ual shareholder  such  prices,  which  stick 
out  like  sore  thumbs  by  comparison  with 
stocks  of  similar  type  and  quality,  do  not 
make  sense.  Merely  because  Occidental 
Petroleum  offers  some  $35  worth  of  Oxy 
securities  for  each  share  of  Mead  Corp., 
prices  of  other  paper  stocks  will  not  be 
given  an  equally  liberal  appraisal  in  the 
market.  It  just  doesn't  work  that  way. 

Although  I  am  giving  careful  thought 
to  the  various  arguments,  pro  and  con, 
this  does  not  change  my  present  vacillat- 
ing mood.  I  would  not  find  it  difficult  to 
write  a  terribly  bearish  column.  More 
likely  than  not  I'd  rewrite  it  before  it 
went  into  print.  It  might  not  be  as  easy 
to  do  a  bullish  story,  but  the  argument 
could  be  made  quite  compelling  by  just 
extending  the  time  frame.  It  is  a  virtual 
certainty  that  in  the  long  run  common 
stocks  will  fare  better  than  any  dollar- 
denominated  investment;  but  the  long 
run  may  be  a  bit  rocky  at  times. 

If  you  are  unsure  which  way  the  mar- 
ket is  headed,  there  is  little  you  can  do 
except  reduce  your  exposure.  Sell  the 
stocks  you  would  not  be  anxious  to  buy, 
such  as  Sears.  Roebuck,  for  instance. 
Sears  can  thank  its  Allstate  Insurance 
division  for  covering  up  the  apparently 
deep-seated  problems  in  its  retail  oper- 
ations. The  near-term  outlook  for  some 
chemicals,  Hke  Allied  Chemical,  Dia- 
mond Shamrock  or  Union  Carbide,  is  a 


bit  cloudy.  As  I  would  not  buy  these 
stocks  right  now,  I'd  sell  them  in  a  cash- 
raising  program. 

I  can  see  nothing  appealing  in  the  tire 
stocks  or  the  steels.  I  have  become  thor- 
oughly disenchanted  with  the  coal  indus- 
try. The  labor  situation  is  too  volatile  for 
coal  mining  stocks  to  be  a  suitable  invest- 
ment. Earlier  thoughts  that  coal  is  head- 
ed for  an  era  of  great  growth  in  an  ener- 
gy-short world  will  have  to  be  shelved 
for  the  time  being. 

Selective  profit-taking  is  another  way 
to  reduce  commitments.  While  traders 
do  it  routinely,  most  investors  are  loath 
to  part  with  their  profitable  favorites, 
especially  if  the  holding  period  is  still 
short  term.  I  share  such  reluctance,  al- 
though it  is  always  good  to  keep  in  mind 
that  a  short-term  gain  is  better  than  a 
long-term  loss. 

Even  though  the  stock  still  sells  far 
above  the  level  of  a  year,  ago,  my  affec- 
tion for  Boeing  is  growing,  rather  than 
diminishing.  I  feel  the  same  way  about 
Teledyne,  which  has  gone  through  an 
extended  period  of  consolidation  after  its 
steep  advance  last  spring.  The  company 
swallowed  its  proportionate  share  ($27.9 
million)  in  Litton's  huge  ($173  million) 
charge  in  connection  with  Navy  contract 
settlements,  yet  still  managed  to  report  a 
23%  earnings  gain  for  the  first  nine 
months  of  this  year.  I  concede  that  Tele- 
dyne,  which  has  no  intention  of  ever 
paying  a  cash  dividend,  is  a  "conglomer- 
ate and  that  the  stock  is  "speculative." 
In  the  lingo  of  the  movies,  it  might  get 
an  R  rating,  i.e,  not  recommended  for 
children  or  their  grandmothers.  I  be- 
lieve, however,  that  the  current  market 
price  of  95  does  not  do  justice  to  the 
inherent  value  of  this  intricate  company 
or  to  the  exceptional  shrewdness  of  its 
management. 

At  the  risk  of  being  accused  of  falling 
in  love  with  my  own  stocks,  I  just  want  to 
point  out  that  \CR  Corp.  has  been  be- 
having extraordinarily  well  during  the 
most  recent  market  unpleasantness.  De- 
servedlv  so,  I  think.  ■ 
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Transamerica 
Dividend  Increase 
Continues  for 
IZdiYear. 

25  percent  increase  in  annual  rate. 


Cenis 


1961      62       63       64       65       66       67       68       69       70       71       72       73       74       75       76       77  78 

Note:  Because  the  nmsl  rcceni  iliviilcrul  increase  occurred  in  Sepleniber.  the  iinnual  r;ite  exceeds  dividends 

dechired  dunn>^  147K. 


On  September  21st  Transamerica  Corporation  increased  the  annual 
dividend  rate  on  its  common  stock  to  $1.00  per  share.  This  represents  a  25  percent 
increase  over  the  prior  rate. 

Transamerica  common  shareholders  who  have  maintained  their  invest- 
ments have  enjoyed  17  consecutive  years  of  dividend  increases.  A  cash  dividend 
has  been  paid  regularly  since  1934. 

For  your  copies  of  our  latest  annual  and  quarterly  reports,  please  write  to:  Transamerica 
Corporation,  Corporate  Relations  Department,  600  Montgomery  Street,  San  Francisco,  CA  94111. 

¥  Transamerica 
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Everyone  Into  The  Pool? 

By  Stanley  W.  Angrist 

.  .  If  you  decide  to  join  such  a  pool,  there 
are  a  few  precautions  you  should  observe  .  .  ." 


B. 


'ased  on  the  mail  I  receive,  it  seems 
to  me  that  only  a  few  of  my  readers 
actually  trade  commodities.  It  is  not  that 
they  don't  want  to,  but  they  are  basically 
afraid.  Seemingly  without  end  they  have 
heard  stories  about  margin  calls  and  days 
when  the  market  locks  limit-down  or 
limit-up.  So  when  someone  tells  them 
they  can  trade  commodities  without  wor- 
rying about  margin  calls,  sleepless  nights 
and  three  disastrous  trades  in  a  row — 
even  the  most  confirmed  equities  trader 
perks  up  his  or  her  ears.  This  column 
will  briefly  outline  how  those  kinds  of 
problems  can  be  avoided — for  a  price. 
[ Editor's  note:  For  a  quite  contrary  view 
on  commodity  trading,  see  p.  232.] 

Probably  most  commodity  speculators 
today  still  carry  out  their  activities  by 
means  of  an  individual  account.  Such 
accounts  differ  little  from  any  brokerage 
account — you  deposit  a  sum  of  margin 
money  in  the  account  and  proceed  to 
trade  against  it.  Either  you  succeed  or 
fail — based  on  your  own  skills  as  a  trad- 
er. Both  the  reward  and  the  punishment 
inure  to  the  trader.  What  could  be 
simpler?  Nothing  really,  and  most  com- 
modity traders  would  have  it  no  other 
way.  But  there  are  other  ways. 

The  first  strategy  that  could  remove 
you  from  the  firing  line  is  an  account 
where  someone  in  the  commodity  divi- 
sion of  a  brokerage  house  makes  a  rec- 
ommendation. Your  broker  receives  a 
wire  with  the  recomendation — which  he 
passes  on  to  you — and  you  then  decide 
whether  or  not  you  wish  to  act  on  it.  At 
some  firms  you  can  leave  instructions 
that  all  of  the  house  recommendations 
are  to  be  followed  until  further  notice. 
These  accounts  go  by  various  names: 
"managed,  "guided,"  "discretionary  '  or 
the  like. 

Merrill  Lynch,  Pierce,  Fenner  & 
Smith  ofiFers  nondiscretionary  accounts 
to  individuals  for  an  initial  margin  depos- 

Stanlcy  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  author  o/Sensible 
Speculating  in  Commodities. 


it  of  S20,000,  while  discretionary  ac- 
counts retjuire  a  minimum  margin  de- 
posit of  $.50,000.  If  an  individual  elects  a 
discretionarv'  account,  he  inust  sign  a 
limited  power  of  attorney  to  allow  trad- 
ing to  be  carried  out  in  his  account  with- 
out prior  approval. 

Bache  Halse\  Stuart  Shields  also  offers 
a  similar  arrangement  to  its  clients  by 
means  of  a  program  called  GCAP  II 
(Guided  Commodity  Account  Program). 
An  account  in  this  program  recjuires  a 
minimum  deposit  of  825,000  and,  as  is 
the  case  in  most  of  these  types  of  pro- 
grams, the  only  fee  is  the  usual  house 
commission. 

Some  brokerage  firms  are  now  offering 
another  method  of  speculating  for  those 
people  who  are  not  coinfortable  operat- 
ing within  the  confines  of  an  individual 
account — it's  called  a  fund  or  pool.  This 
method  borrows  many  of  the  ideas  that 
have  been  successfulh  exploited  by 
stock  and  bond  mutual  fijnds.  It  lets  a 
number  of  small  investors  pool  funds 
with  other  small  investors  so  they  can 
gain  some  of  the  advantages  of  the  well- 
capitalized  large  investor.  Most  of  these 
funds  or  pools  offered  by  brokerage 
houses  are  run  as  limited  partnerships, 
which  means  that  the  individual  inves- 
tor s  liability  is  limited  to  the  amount  of 
money  he  invested  in  the  fi^md. 

-Most  pools  sell  units — typically  of 
$1,000  each  with  perhaps  a  required 
minimum  of  $5,000 — well  below  the 
amount  of  money  required  to  open  a 
discretionary'  acx^ount  at  most  brokers. 
Normally,  to  get  into  such  a  pool,  you 
must  establish  to  the  broker  s  satisfaction 
that  you  have  a  minimum  net  worth  of, 
say,  $50,000  exclusive  of  your  home  and 
some  minimum  annual  income.  Pool  op- 
erators usually  inform  prospective  cli- 
ents, at  least  in  a  general  way,  of  the 
techniques  they  will  use  to  make  trading 
decisions. 

Not  only  brokerage  firms  have  started 
pools  for  the  trading  of  commodib,  fii- 
tures;  there  are  a  number  of  individuals 
and  small  companies  that  now  term 


themselves  "pool  operators."  Some  of 
them  accept  accounts  as  small  as  $1,(J00, 
while  others  recjuire  initial  deposits  as 
high  as  $100,000.  Most  pool  operators 
base  their  fees  on  two  things:  assets  and 
profits.  A  typical  asset  fee  is  about  one- 
half  of  1%  per  month  based  on  the  ac- 
c-ount  s  equit\'.  The  charge  against  profits 
ranges  from  a  low  of  10%  of  net  profits  up 
to  35%  of  net  profits.  A  typical  charge 
would  be  15%. 

If  \  ou  decide  to  join  such  a  pool,  there 
are  a  few  precautions  you  should  ob- 
serve. Try  to  learn  as  much  as  you  can 
about  the  pool  operators.  This  is  not  an 
eas\  thing  to  do.  A  call  to  the  Better 
Business  Bureau  in  the  cit\'  where  the 
firm  is  based  might  turn  up  something, 
but  don't  bet  on  it.  The  Commodity 
Futures  Trading  Commission  licenses 
pool  operators  and  an\'  such  operator 
should  be  able  to  provide  you  with  his 
certificate  number.  By  contacting  the 
commission,  \ou  could  then  verify  that 
the  operator  is  indeed  licensed  and  has, 
at  least,  passed  through  the  commis- 
sion's screening  procedures.  Obviously, 
funds  operated  by  major  brokerage 
houses  are  less  likely  to  be  guided  by  last 
year  s  top  aluminum  siding  salesman. 

Second,  ask  for  a  track  record  that 
covers  the  operation  of  the  pool  since  its 
inception.  Preferably  ,  this  track  record 
should  be  prepared  or  certified  by  a  CPA 
firm,  or.  perhaps,  the  brokerage  house 
where  the  fimi  does  business.  Do  not  be 
satisfied  with  a  track  record  for  a  single 
quarter.  Any  pool  operator  can  get  lucky 
and  ride  a  commodity  or  two  that  could 
put  his  fund  up  150%  for  the  quarter. 
Such  a  record  is  almost  meaningless. 

The  September  issue  of  Commodities 
magazine  contains  a  compilation  of  finus 
and  individuals  that  operate  various 
kinds  of  accounts,  funds  and  pools.  In- 
cluded in  this  compilation  is  information 
on  minimum  account  size,  fees,  basic 
trading  approach  and  the  like.  A  reprint 
of  this  article  is  available  by  writing  the 
Reprint  Department,  Commodities,  219 
Parkade,  Cedar  Falls,  Iowa  .50613.  ■ 
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Is  now  the  time 
to  buy  stocks? 


TtyTerrill  Lynch's  Securities 
tVAResearch  Division  believes  that 
ve  are  entering  a  favorable  long-term 
tock  market  environment  -  one  that 
ould  present  many  opportunities  to 
lert  investors. 

The  factors  which  have  shaped 
lur  conviction  that  a  long-term  bull 
narket  is  in  the  offing  include: 

•  Common  stocks  now  appear  to 
►e  priced  at  attractive  levels  —  in 
erms  of  their  earnings,  yields  and 
inderlying  assets  or  book  value. 
XTiile  the  dividends  and  the  book 
alue  of  a  broad  index  of  stocks  have 
•een  growing  over  recent  years  — 
irices  of  many  stocks  have  not 
dvanced  at  a  rate  that  reflects  the 
ncreases  in  corporate  earnings. 

•  Major  companies  are  "acting 
>n"  the  values  available  and  bu)dng 
tock.  There  is  a  growing  tendency 
mong  many  sophisticated  companies 
J  make  "asset  acquisitions"  by  buy- 
ag  stock  in  other  organizations  — 
ather  than  resorting  to  internal  capi- 
il  expansion. 

•  Market  expectations  by  institu- 
ional  investors  and  the  public  are 
ow  at  minimal  levels.  Stock  market 
istory  suggests  that  opportunities 
re  often  more  attractive  when  expec- 
uions  are  low.  In  this  respect,  the 

:  signals"  are  favorable. 

•  An  increase  in  demand  by  insti- 
(itional  investors  could  significantly 
ffect  prices.  Institutional  funds 


available  for  investment  have  been 
growing  at  the  rate  of  approximately 
$20  billion  a  year.  So  even  a  modest 
shift  towards  equities  could  have  a 
beneficial  effect  on  market  prices. 

•  Foreign  investors  could  become 
an  increasing  source  of  stock  market 
demand.  At  the  same  time  that  U.S. 
stocks  are  at  historically  low-to- 
modest  price  levels,  the  U.S.  dollar 
has  suffered  severe  depreciation  rela- 
tive to  leading  foreign  currencies.  This 
heightens  the  attractiveness  of  equities 
to  foreign  investors. 

To  help  you  decide  for  yourself 
whether  or  not  we  are  entering  an 
extended  long-term  bull  market— and 
to  take  maximum  advantage  of  it 
should  it  materialize—  we  have  de- 
signed an  exclusive  and  informative 
new  3-part  "Alert  Investors"  Informa- 


tion Kit.  This  Free  Kit  includes: 
1. Common  Stocks  —  A  Perspective;  2. 
Stock  Selection,  Timing  and  Techniques; 
and  3.  Seventy-Six  Attractive  Opportu- 
nities in  Today's  Market. 


Recommended  Slocki 


Stock  „ 
Selection, 


C  ommon  Slocks 
-A  Perspeclivt 


MorM  luneii  Hpe«  f» 


Mail  today— or  call  for  Free  3-part  Kit 

Mail  to:  Merrill  Lvnch  Service  Center,  PO.  Box  6514,  Chicago,  111.  60680. 

Or  call  toll-free:  800-243-5000  ( 1-800-882-5577  in  Conn.). 

In  Alaska  and  Hawaii  call  the  Merrill  Lynch  office  nearest  you. 

Name  


Address. 
Ciry  


_Slate. 


_Zip  _ 


Business  Phone . 


.Home  Phone . 


Merrill  Lvnch  customers,  please  give  name  and  office  address  of  Account  Executive: 


Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 


Copyrighl  197H,  Merrill  [,vnch  Piltic  1-cnncr  &  Smith  Inc.  Member,  Securiii^ 


I  H  M  H  H  B  B  ^^^^  J 

Investor  Protection  Corporation  (SIPC) 


FINANCIAL 
INDUSTRIAL 


FUNI^  INC. 


A  NO-LOAD  MUTUAL  FUND 

NO  SALES  CHARGE  •  NO  WITHDRAWAL  FEE 

CURRENT  INCOME 
WITH  CAPITAL  GROWTH 

□  Keogh  Self-Employed  Retirement  Plan 

□  Individual  Retirement  Account 

□  Section  403(b)  Tax-Sheltered  Plan 

□  Periodic  Withdrawal  Plan 

□  Telephone  Exchange  Privilege 

□  Corporate  Profit  Sharing  Plan 

□  Automatic  Monthly  Investment  Service 
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Write  or  call  toll-free  in  Continental  U  S 
800  525-9831 


^.  .  .  „  ,      4  FB-4-F202-10 

Financial  Programs,  Inc. 

PO  Box  2040,  Denver.  Colorado  80201 

A  prospectus  containing  more  complete  mlormation  at}out 
FIIF,  including  management  fee  ctiarges  and  expenses,  will 
be  sent  upon  receipt  ol  coupon  or  call  Read  it  carefully 
tJefore  you  invest  or  forward  money 
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Indecision  '7S 

By  Ann  C.  Brown 


I  ow  that  the  biennial  politicking  is 
over,  the  media  are  free  once  more  to 
concentrate  on  such  vveight>'  matters  as 
the  morality  of  cloning,  the  egality  of  the 
sexes  and  the  vitality  of  the  U.S.  econo- 
my. In  spite  of  sk>-high  interest  rates 
and  close  to  double-digit  inflation,  the 
consumer  does  not  appear  to  be  read)'  to 
lie  down  and  pla\'  dead.  Time  was  when 
the  louder  the  Administration  screamed 
about  inflation,  the  more  money  people 
socked  away  to  pay  ne.xt  year's  threat- 
ened higher  prices.  Inflation  jawboning 
was  a  relatively  effective  government 
tool  to  slow  the  velocitv'  of  inoney  and 
thereb\  helped  to  diminish  inflation  it- 
self. Those  were  the  good  old  days.  Now, 
maybe  because  of  a  more  sa\'\'y  set  of 
spenders  or  because  of  a  generation 
twice-removed  from  the  Great  Depres- 
sion, the  buying  spree  goes  on — in  fact, 
it  even  seeins  to  gather  steam  ever\'  tiine 
persons  in  high  places  mention  the  loft> 
costs  of  things  to  come. 

I  can't  wait  for  next  year  when  the  big 
guns  along  the  Potomac  tr\'  out  new 
ammunition  in  an  attempt  to  stem  infla- 
tion without  hurtling  the  country  into  a 
nastv'  recession.  Mr.  Carter  favors  the 
role  of  conciliator  and  has  done  some 
prett)  fancy  dancing  to  avoid  stepping  on 
toes  in  his  actions  to  date — both  here 
and  abroad.  To  come  down  hard  on  infla- 
tion or  to  continue  to  gamble  on  a  soft 
landing,  that  is  the  question. 

My  guess  is  that  barring  WAFFO 
(wars,  assassinations,  famines,  floods  and 
other  undesira'bles)  the  Fed  and  the  feds 
will  do  just  enough  to  stabilize  infla- 
tion— albeit  at  an  uncomfortably  high 
level  while  pla\ing  the  waiting  game. 
Waiting  for  things  like  the  reflation  of 
foreign  economies,  energy  conservation 
measures,  smaller  domestic  deficits  and 
investment  incentives  to  take  hold  and  to 
graduafly  reduce  the  rate  of  inflation  be- 
fore the  presidential  election  two  >ears 

Ann  C.  Brown  is  executive  vice  president  of 
the  New  York  investment  firm  of  Melhado, 
Flijnn  t~  Associates . 


hence.  Should  the  inflation  rate  stop  ri; 
ing,  the  stock  market  c-ould  take 
especially  if  fears  of  a  recession  over  tb 
intermediate  term  begin  to  fade. 

If  by  any  chance  I  happen  to  be  rig! 
and  the  stock  market  starts  pla\  in 
catch-up  ball  to  join  the  already  apprec 
ated  real  estate,  jewelrv',  fine  arts  an 
other  tangible-goods  markets,  the  (jue- 
tion  is:  What  stocks  are  the  likeliest  mo^ 
ers?  In  the  event  someone  dropped 
mailbag  full  of  money  on  my  desk  eai 
marked  for  long-term  capital  gains 
would  bu>  Hughes  Tool  (41),  Sea  C'or. 
tainers  (20),  Amerada  Hess  (28),  Disne 
(39),  Hilton  Hotels  (49),  Tandy  Corf. 
(2.5).  Viacom  International  (23).  McDor. 
aid's  (49),  AlUs  Chalmers  (30),  Champi< 
International  (23),  Parker  Drilling  (.51 
Kimberly-Clark  (44)  and  IBM  (278). 
mention  a  few  oldies  but  goodies.  For  th 
yield-conscious,  Columbia  Gas  (2.5)  an 
Gulf  Oil  [23).  And  for  good  sports,  Brun' 
wick  (15),  AMF  (18)  and  M-G-M  (35). 

In  case  you  have  an\  money  left  o\  ei 
there  are  a  few  interesting  new-to-th 
column  situations  that  bear  close  watc? 
ing.  Fuqua  Industries  (10),  which  had 
miserable  showing  in  197.5,  seems  to  b 
back  on  track.  This  diversified  compan 
is  into  ever\  thing  from  petroleum  distr 
bution  and  soda  pop  to  garden  ecjuif 
ment  and  leisure-time  goods.  EaniinJ 
for  1978  are  estimated  to  be  somewher 
betsveen  S2.15  and  S2.30  and  an\wher 
from  S2.70  to  S3  next  year.  At  the  cui 
rent  price,  Fuqua  Industries  is  selling  i 
less  than  five  times  1979  anticipate 
earnings  and  is  \  ielding  3%.  Worth  not 
ing  is  the  fact  that  only  17  institution 
own  the  stock  and  not  much  of  it  at  that 
Just  think  what  might  happen  if  the 
ever  become  interested. 

Dresser  Industries  (40),  whose  fisc£ 
year  has  just  ended,  is  expected  to  repoi 
around  85.30,  up  from  84.75  last  yeai 
The  compan\  manufactures  a  wide  var 
et\'  of  products  for  the  energy-  and  indus 
trial  markets  and  is  one  of  the  majc 
oilfield  hardware  and  ser\ice  outfit? 
Dresser's  Energ\  Processing  &  Con\ei 
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HOW  TO  CASH  M  ON 
ONEMVESTNIENTTHArS 
BEAHNG  MFLAnON 


For  the  past  decade, 
the  investment  world— 
especially  for  the  moderate 
investor— has  been  a  de- 
pressed area.  The  Wolf  of  Inflation 
has  seen  to  that. . . 

as  one  look  at  the  table  will  attest.  The 
trusty  white  sheep  of  Wall  Street  are  flat  on 
their  backs. 

But  a  second  look  at  the  table  will  show 
something  quite  startling.  The  "Black 
Sheep  of  Wall  Street"— Commodities— has 
inflation  flat  on  its  back.  Obviously,  some- 
body has  been  making  a  lot  of  money  from 
commodities  in  recent  years. 

Until  very  recently,  that  somebody  was 
the  large  commodity  speculator— the  rare 
person  who  had  plenty  of  investment  capital, 
who  knew  the  commodity  markets  inside 
and  out,  who  could  accept  sizeable  risks,  and 
be  ready  to  meet  a  margin  call.  All  of  which 
excluded  the  moderate  investor. 

But  all  that  has  suddenly  changed. . .  in 
large  part  due  to  the  efforts  of  a  new  invest- 
ment company  called  COMVEST. 

50%  PLUS  RETURNS  NOT  UNUSUAL. 

COMVEST  has  introduced  an  advanced  and 
unique  commodity  investment  program 
called  the  Managed  Trading  Account.  This 
program  opens  the  door  of  the  commodity 
world  to  the  moderate  investor.  He  needs 
no  knowledge  of  commodity  trading.  His 
risk  is  reduced  to  the  absolute  minimum. 
And  he'll  never  have  to  worry  about  getting 
a  margin  call.  Yet  he  will  be  joining  other 
Comvest  clients,  many  of  whom  have 
earned  in  excess  of  a  50%  annual  return— 
some  considerably  more.  Of  course,  past 
performance  cannot  be  a  guarantee  of 
future  performance. 


INVESTMENTS 

1969  VALUE 

TODAYS 
VALUE* 

STOCKS 

$10,000 

$6,983 

CORPORATE  BONDS  $10,000 

$7,920 

TREASURY  BILLS 

$10,000 

$7,587 

HELD  IN  CASH 

$10,000 

$5,170 

COMMODITIES 

$10,000 

$35,453 

*  after  adiusttnq  for  inflation 

AS  COMVEST  CLIENTS  TELL  IT 

"My  stock  investments  haven't  made  me  a 
penny  in  years,"  says  Mr  B.  F.  of  Bayonne, 
New  Jersey.  "But  I  was  able  to  double  my 
$5,000  investment  in  commodities  with 
COMVEST  in  only  five  months." 

"My  earnings  from  commodities  with 
COMVEST  will  pay  for  a  year  of  college  for 
my  daughter,"  says  Mrs.  M.  S.  of  Washing- 
ton. D.  C. ,  "and  I'll  have  $1, 000  left  over  for 
some  home  im.provements." 

"I  was  completely  green  about  commodi- 
ties and  pretty  skeptical."  says  Mr  R.  B.  of 
Boston,  Massachusetts.  "Yet,  in  only  eight 
months,  COMVEST  has  shown  me  nothing 
but  the  best  in  terms  of  investment  growth 
and  attitude  towards  their  customers." 

THE  MILLION  DOLLAR  CLOUT 

Although  most  COMVEST  clients  would  be 
considered  "small"  investors,  grouped  un- 
der the  COMVEST  program,  they  become  a 
major  investor  who  packs  a  "million  dollar 
clout"  in  the  commodity  markets.  This  puts 
COMVEST  in  the  position  of  being  able  to 
trade  commodities  prudently,  selectively, 
conservatively,  and  with  great  diversifi- 
cation. COMVEST's  trading  is  based  on  a 
continuous  flow  of  complete,  up-to-the- 
minute  information  from  all  parts  of  the 
commodity  world.  You  don't  have  to  be  an 
expert— let  COMVEST  be  one  for  you. 


C@MVEST 

Registered  with  CFTC 

Suntaug  Office  Park, 

5  Broadway,  Saugus,  MA  01906 

Call  Free  1-800-225-3686 

In  Mass.  1-800-732-3831 
or  (617)  231-0170 


I  COMVEST  Suntaug  Office  Park      F  E 

j  5  Broadway.  Saugus,  Mass  01906 

'  Send  me  full  information  on  how  to  beat 

'  inflation  witfi  the  Comvest  t^/lanaged 

j  Account  Trading  Program 

I  Name  


Your 


Address- 


City. 


 State.. 


.Zip. 


Bus  Phone  - 


.  HomePhone_ 


©  1978  Comvest.  Inc. 


Replies  without  phone  number  will  not  be  considered 
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REMEMBER 
IT  DOESN'T 

GROW 
ON  TREES 


ENERGY  CONSERVATION  - 
IT'S  YOUR  CHANCE  TO  SAVE,  AMERICA 

Depdctment  o1  Energy,  Washington,  D  C 


7iOS^  "BiemHOe.Xeyt^ Organs 

(504)  581-7300  ■  Cable:  LOUISIX 
TELEX  58-4314 


GRAHAM-REA  INVESTMENT  ANALYSIS 

Based  on  Benjamin  Graham's  investment  crite- 
ria, indicating  "buys",  "holds"  and  factors 
needed  for  verification.  Issued  monthly  for 
$150.00  per  year  by: 

Dr,  James  B.  Rea, 
10965  Chalon  Rd.,  Los  Angeles,  CA  90024, 
(213)472-0127 


The 
Commodities 
Casino 

By  John  Train 


I  he  retail  commodities  business — 
like  a  casino — exists  to  transfer  the  cus- 
tomer's money  to  the  house.  It  s  highly 
successful. 

Sure,  one  hears  of  small  operators  who 
do  well  for  a  while,  but  I'm  talking  about 
the  industry'  overall.  [ Editcn-'s  note:  Ftrr 
a  more  favorable  view  on  commodities 
trading,  see  p.  228.] 

Some  time  ago  I  studied  the  oper- 
ations of  an  exceedingly  successful  com- 
modities speculator  who  has  written  ex- 
tensively on  the  subject.  He  gave  me  his 
complete  cooperation.  Before  starting  to 
trade  for  his  own  account,  this  gentle- 
man spent  over  a  dozen  years  as  a  broker 
in  various  firms,  including  Merrill  Lynch 
and  E.F.  Hutton.  He  had  served  over  a 
thousand  customers. 

How  many  of  these  commodities  cus- 
tomers do  you  think  made  money?  (Over 
the  long  term,  that  is — not  just  those 
who  happened  to  leave  the  game  at  a 
moment  when  they  were  ahead.) 

Most  of  them,  perhaps? 

Fifty  percent? 

Twenty-five  percent? 

A  few,  at  least?  One? 

Sorry!  The  answer  is  that  not  a  single 
one  of  this  man's  thousand-odd  custom- 
ers made  money. 

Do  you  find  that  surprising?  It  isn  t.  In 
fact,  the  mathematics  of  the  commodities 
casino  make  it  almost  inevitable. 

Suppose  you  open  a  commodities  ac- 
count at  a  brokerage  house  with  $  10,000  of 
equity.  Using  normal  margin  (which  virtu- 
ally all  commodities  accounts  employ)  you 
might  be  able  to  trade  $100,000  or  so  of 
commodities  at  one  time. 

To  buy  and  then  sell  a  position  (a 
"round  trip  ")  might  cost  you  0.3%  or 
thereabouts  in  brokerage  and  spreads,  or 
$300  on  the  whole  trading  account. 

A  fairly  active  account  might  trade  its 
positions  every  few  weeks,  or  15  times  a 
year,   say.   So  the  commissions  might 

John  Train  is  president  of  Train,  Smith.  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


amount  to  15  times  0.3%,  or  $4, .500,  in 
year.  That's  4.5%  of  the  total  account. 

But  you  don't  actually  have  Sl(X),()t 
invested — your  equity  is  only  $10,000 

Result:  You  re  paying  out  roughly  hi 
of  your  invested  capital  ever\  year 
brokerage!  (Even  a  grossly  overtrade 
■wcurities  account  shouldn  t  pay  o 
more  than  2%  or  so,  and  it  ought  to  I 
much  less  than  that.) 

What  hope  do  you  think  a  retail  inve 
tor  has  of  beating  that  kind  of  handid 
year  after  year? 

A  tiny  outside  chance,  perhaps,  if 
put  all  his  monev  on  a  single  wild  bet  i 
if  he  won,  stopped  immediateK  . 

But  that's  exactK  what  the  brokers  1 
you  not  to  do.  You're  supposed  to  spre 
your  chips  over  many  commodities, 
be  long  some  and  short  others.  In  othl 
words,  the  law  of  averages  must  be  i 
lowed  to  work,  so  that  this  huge  commi 
sion  bite  can  unfailingK  take  its  toll. 

In  general,  therefore,  all  the  mont 
you  put  into  commodities  will  be  lost, 
you  keep  at  it  long  enough,  just  as  all  tl 
quarters  you  put  into  a  slot  machii 
must  eventually  be  lost  if  you  keep 
that  long  enough. 

Strangely  enough,  the  commissic 
bite  is  only  part  of  the  problem — pe 
haps  not  the  worst  part. 

The  insiders — grain  dealers  and  tl 
like — who  do  all  right  in  commoditi. 
(and  even  they  are  far  fewer  than  yc 
would  think)  have  advance  informatic 
that's  not  available  to  the  retail  broke 
The\'  have  private  agents  on  the  grour 
ia  Ghana  or  wherever,  or  may  be  actuc 
ly  handling  orders  for  the  Russian 
(Only  trul\-  advance  information  is  us 
ft:l;  "hot  news "  that  in  fact  other  peop 
know  is  worthless — and  indeed  is  oft( 
manufactured  by  governments  and  m 
jor  dealers  to  create  a  market  they  c; 
trade  against.) 

Then,  the  only  way  anybody  at  all  a 
make  money  in  commodities  is  by  climl 
ing  aboard  a  major  trend — like  a  su| 
boarder  getting  on  a  roller — and  riding! 
a  long  wa\\ 


232 


FORBES,  NOVEMBER  13,  197 


inciai  Strategy 


hat  means  that  if  it  turns  against  you 
poiarily  you've  got  to  have  the  re- 
rces  and  the  guts  to  grit  your  teeth 

take  your  losses  until  the  trend  in 
r  favor  resumes  again.  But  you  may 

a  lot  of  money  bucking  the  adverse 
ntertrend — perhaps  all  your  money, 
nd  indeed,  maybe  your  analysis  is 
ng.  (Most  retail  speculators  are 
ng  most  of  the  time.)  If  so,  your  only 
e  is  to  duck  out  quickly  when  the 
;rse  trend  sets  in,  before  you  get  too 
ly  nicked. 

ut  nobody  can  make  money  that  way, 
more  than  a  general  who  instantly 
back  whenever  he  encountered  any 
stance  could  win  battles. 
3  basically,  there's  no  hope.  A  cau- 
s  policy — necessar)'  for  interim  sur- 
1 — excludes  the  long-term  coup  that 


.  Basically,  there's  no 
pe.  You're  cooked  before 
LI  start . . ." 


ct  is  one  s  only  hope  of  profit. 
)u're  cooked  before  you  start, 
lot  of  the  commodities  brokers  now 
t  that  their  programs  are  conducted 
1  computer.  That  sounds  impressive 
he  layman,  but  the  few  successftil 
modities  speculators — almost  always 
operators — don't  depend  on  a  com- 
T.  They  are  far  better  informed  and 
3  sensitive  than  a  machine.  It's  like 
s.  The  computer  beats  the  duffer, 
the  master  beats  the  computer.  The 
puter  is  a  cheaper  way  for  the  broker 
an  his  accounts,  though,  and,  as  I 
it  sounds  good  if  you  don't  know 
sr,  just  as  in  the  Middle  Ages  it 
Id  have  sounded  good  to  say  the 
ram  was  run  by  a  cleric. 
1  in  all,  it's  a  sinister  business — like 
ig  firewater  to  the  Indians  or  opium 
le  Chinese — not  one  to  be  proud  of 
id  note  the  usual  unforeseen  side 
ts  of  government  intervention. 

destroying  the  Wall  Street  fixed- 
mission  structure — which  it  had  furi- 
/  defended  for  decades  previously — 
Securities  &  Exchange  Commission 
led  the  profits  and  selling  margins  of 
irms  that  survived, 
le  brokers,  naturally,  want  to  live, 
since  the  commodities  game  is  now 
uch  more  profitable  than  selling  real 
itments,  they  turned  to  that,  doing 
public  more  damage  than  the  old 
sr  commissions  ever  did. 
u  can  never  do  only  one  thing.  Reg- 
rs  should  remember  that.  ■ 


Ifyou'reover20^ 
you're  over-taxed. 


If  your  taxable  income  is  over 
$20,000  a  year,  chances  are  the  tax  bite 
is  becoming  painful.  | 

Fidelity  Municipal  Bond  Fund,  a  i 
tax-free*  fund  designed  for  the  long-term  I 
investor  who  seeks  tax-free  income  I 
from  a  quality  investment,  can  help  ease  ' 
the  pain.  I 

The  Fund  has  no  sales  charge,  ■ 
broad  diversification,  daily  liquidity,  a  j 
low  management  fee  (4/10  of  1%),  and  I 
offers  the  option  of  free  reinvestment  of  I 
income  for  tax-free  compounding.  I 

Learn  more,  before  you  hit  30. 

"A  pnrlion  niav  be  subject  In  Feder.il,  state  or  Inc.'il  taxes  I 

Call      (800) 225-6190  | 

InMass.CaUCoUect(617)726-0650  I 


FIDELITY  MUNICIPAL  BOND  FUND.  INC. 

Box  832,  Dept.  JB  1 1 137H 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a  pro- 
spectus. Read  it  carefully  before  you 
invest  or  send  money. 


City  Slate  Zip 

FIDELITY  GROUP 

Over  $3. 5  billion  of  assets  under  management. 


NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
nev\/  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37^02 
Listed  Annerican  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 
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Market  Outlook 


Coming: 

A  Major  Bull  Market 

By  James  H.  Farrell  Jr. 

".  .  .  Political  priorities  .  .  .  are  undergoing 
a  major  change  in  a  positive  direction  .  . ." 


'ack  in  the  mid-1960s  when  the  Dow 
Jones  industrial  average  first  reached  the 
1000  level,  that  the  federal  government 
could  control  the  economic  cycle  was 
well  on  its  way  to  becoming  an  accepted 
truth.  With  an  appropriate  mix  of  fiscal 
and  monetary  policy,  recessions  and  de- 
pressions had  passed  into  extinction. 

A  corollary  truth  that  accompanied  the 
first  one  was  that  our  national  wealth  was 
sufficiently  great  to  obliterate  poverty. 
With  a  bit  of  income  redistribution  by 
Washington,  we  could  finally  arrive  at 
economic  utopia. 

It  is  surprising  how  many  people  still 
cling  to  the  belief  that  the  economic  and 
investment  future  is  primarily  deter- 
mined by  the  current  fiscal  and  mone- 
tary policies.  The  past  decade  has  shown 
that  this  is  simply  not  so.  As  Sidney 
Homer,  the  noted  interest  rate  historian 
at  Salomon  Brothers,  pointed  out  several 
years  ago:  "Fiscal  and  monetary  policies 
are  merely  conduits  for  national  priori- 
ties established  and  enforced  by  public 
opinion."  Homer  went  on  to  say  that  in 
order  to  judge  the  direction  of  the  econo- 
my, inflation,  interest  rates  and  the  in- 
vestment markets,  "we  must  look  pri- 
marily at  social  and  political  trends  and 
treat  monetary  and  fiscal  policies  as  con- 
duits for  popular  demands,  in  other 
words,  as  consequences  and  not  causes." 

It  is  in  the  area  of  social  and  political 
trends  that  the  real  changes  are  taking 
place  and  the  effects  of  these  changes 
have  only  recently  begun  to  affect  fiscal 
and  monetary  policies. 

By  now,  all  of  us  are  quite  familiar 
with  the  success  of  Proposition  13  in 
California.  Additional  demonstrations  of 
similar  sentiment  are  occurring  in  nu- 
merous other  states.  In  my  own  Fifth 
District  of  Pennsylvania,  Congressman 
Richard  Schulze  was  informed,  by  94% 
of  the  13,500  respondents  to  a  survey, 
that  his  constituents  favored  less  spend- 

James  H.  Farrell  Jr.  is  senior  vice  president, 
director  of  investment  research  at  Provident 
National  Bank,  Philadelphia,  Pa. 


ing  by  the  federal  government  even  if  it 
meant  eliminating  programs  they  sup- 
port. A  relatively  unnoticed  event  was 
the  recent  passage  of  an  International 
Monetar>'  Fund  funding  bill,  which  in- 
cluded the  following  amendment:  "Be- 
ginning with  fiscal  year  1981,  the  total 
budget  outlays  of  the  federal  govern- 
ment shall  not  exceed  its  receipts."  Con- 
gressional officials  believe  that  the  voters 
are  angry  and  disillusioned  regarding  the 
government's  ability  to  solve  economic 
problems  as  they  see  their  wage  gains 
eaten  away  by  inflation  and  progressive 
taxation. 

The  effect  of  this  disillusionment  is 
evident  in  the  tax  bill  sent  to  the  Presi- 
dent. The  bill  was  originally  submitted 
by  the  Administration  in  an  effort  to 
stimulate  economic  growth  and  to  re- 
form the  tax  system — the  latter  a  euphe- 
mism for  making  the  well-to-do  pay 
more.  Responding  to  voter  hostility,  the 
increasing  influence  of  economist  Arthur 
Laffer  and  its  own  common  sense,  the 
Congress  ignored  the  reform  ideas.  It 
lowered  rather  than  raised  capital-gains 
taxes,  provided  a  nonprogressive  tax  cut 
and  included  a  fair  share  for  the  business 
sector.  In  summary,  the  current  bill  is 
the  first  in  nearly  15  years  that  had  in- 
come creation  rather  than  income  redis- 
tribution as  its  primary  objective. 

While  many  investors,  particularly  oT 
the  institutional  variety,  fret  over  the 
federal  funds  rate,  monetary  growth  tar- 
gets, monthly  changes  in  the  consumer 
price  index  and  the  value  of  the  dollar, 
the  political  priorities  that  ultimately  de- 
termine these  variables  are  undergoing  a 
major  change  in  a  positive  direction.  Nor 
is  this  newly  emerging  trend  likely  to  be 
a  temporary  phenomenon.  Its  continu- 
ance should  yield  a  winding  down  of 
inflation,  a  lowering  of  interest  rates  and 
a  market  advance  to  major  new  highs. 

While  all  stocks  will  benefit  from  such 
a  development,  the  heavy  emphasis, 
which  will  be  placed  on  capital  formation 
and  productivity,  should  be  especially 
beneficial  to  the  prospects  for  the  capital 


goods  producers.  Some  current  ideas  in 
this  area  would  include  the  following 
companies: 

Eaton  (37)  is  a  supplier  of  heavy-duty 
truck  components,  industrial  drives  and 
power  transmissions  and  materials-han* 
dling  e(juipment.  The  company's  capital 
goods  orientation  will  be  further  strength- 
ened by  the  expected  completion  of  the 
Cutler-Hammer  acquisition.  With  earn- 
ings projected  to  reach  $7  per  share  in 
1978  and  $7.50  or  slightly  better  in  1979, 
assuming  the  C-H  merger,  the  stock  is 
conservatively  priced  at  less  than  six  times 
current  year's  earnings.  The  current  $2.25 
dividend  provides  an  above-average  yield 
of  6. 1%  and  should  be  raised  again  within 
the  next  few  months. 

Dresser  Industries  (40)  derives  ap- 
proximately 80%  of  its  revenues  from 
energy-related  products.  Included  in  its 
vast  product  lines  are  such  items  as 
pumps,  compressors,  gauges,  rail  com- 
ponents, construction  and  mining  equip- 
ment, drilling  rigs  and  hand  tools. 
Strong  earnings  growth  in  the  magnitude 
of  12%  to  15%  is  expected  to  continue 
over  the  next  three  to  five  years.  Tht 
stock  currently  sells  at  eight  times  197^ 
estimated  earnings  of  $5.30  per  share 
and  only  seven  times  our  1979  estimate 
of  $6.  The  $1  dividend  is  rather  parsi 
monious,  but  could  be  significantly  in 
creased  over  the  next  several  years. 

Parker -Hannifin  (26)  is  a  major  suppli 
er  of  fluid  power  systems  and  compo 
nents  to  the  industrial,  aerospace  anc 
automotive  markets.  Recent  acquisition: 
have  further  strengthened  the  com 
pany's  representation  in  the  aerospace 
market  and  helped  to  establish  a  positioi 
in  the  automotive  aftermarket.  For  the 
year  ended  June  30,  1978  earnings  in 
creased  17%,  to  $2.93  per  share,  and  ; 
gain  of  14%  to  $3.35  is  forecast  for  fisca 
1979.  At  7.8  times  fiscal  1979's  estimat. 
and  yielding  close  to  4%,  the  stock  offer 
excellent  potential. 

Other  attractive  capital  goods  produt 
ers  are  Foxboro  (34),  General  Electrii 
(49),  Crouse-Hinds  (23)  and  AMP  (32). 
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5o  64, 000  Value  Line  subscribers  know  something  you  don 't 
mow  about  investing?  Perhaps,  if  you're  not  yet  aware  of... 

stock  Selection 
Ihat  Works  Like  This: 


Every  single  week  The  Value  Line  investment 
irvey  ranks  1 700  stocks — each  relative  to  all  the 
lers — for  Probable  Price  Performance  in  the 
ixt  12  Months. 

1 00  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2  (Above  Average) 

900  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4  (Below  Average) 

1 00  stocks  are  ranked  5  (Lowest) 

The  intent  of  the  ranking  system  isnof  to  try  to 
I  you,  in  absolute  terms,  which  stocks  will  go  up 
d  which  down  in  the  months  ahead.  Rather,  the 
Tks  are  aimed  at  discriminating  among  all  these 
00  stocks  on  the  basis  of  their  future  RELATIVE 
ce  In  other  words... 

We  expect  the  stocks  ranked  1  (Highest)  to 
go  UP  MORE  in  a  rising  market  or  DOWN 
LESS  in  a  falling  market  than  the  lower- 
ranked  stocks.  And  so  on,  down  to  the 
stocks  ranked  5  (Lowest),  which  we  expect 
to  go  UP  LESS  or  DOWN  MORE  than  the 
higher-ranked  stocks. 

Not  even/  stock  has  always  performed  in  ac- 
rdance  with  its  Value  Line  rank.  But  such  a  large 
ajority  have,  most  of  the  time,  that  we  believe  this 
nking  system  constitutes  one  of  the  truly  impor- 
it  investment  breakthroughs  of  this  generation. 

It  should  not  be  assumed,  of  course,  that  future 
suits  will  match  past  or,  for  that  matter,  be  profit- 
ile.  But  the  Value  Line  ranking  system  has  stood 
5  test  over  more  than  13  years  encompassing 
ling  as  well  as  rising  markets. 

Whatever  else  you  may  want  from  your  stock 
restments,  certainly  it  is  desirable  to  select 
jcks  that  will  outperform  the  market  as  a  whole, 
le  Value  Line  ranks  can,  we  believe,  strongly  tilt 
5  odds  in  your  favor 

And,  at  this  time,  it  may  be  of  even  greater 
gency  to  get  rid  of  laggards,  those  particular 
3cks  which  might  drag  down  the  overall  perform- 
ice  of  your  whole  portfolio.  To  illustrate  (see  box). 

PDATED  EVERY  WEEK 

Every  week,  Value  Line  regular  Summary  & 
iex  presents  up-to-date  ratings  of  EACH  of  1 700 
Dcksre/af/Ve  to  all  the  others,  as  follows.. 

Rank  for  Probable  Price  Performance  in  the 

Next  12  Months— ranging  from  1  (Highest) 

down  to  5  (Lowest). 

Ratings  for  investment  Safety  (from  1  down  to 

5). 

Estimated  Yield  in  the  Next  12  Months. 
Estimated  Appreciation  Potential  in  the  Next  3 
to  5  years— showing  the  future  "target"  price 
range  and  percentage  change  from  current 
price. 

P/E  ratio  and  current  price,  plus  estimated  an- 
nual earnings  and  dividends  in  current  12 
months.  Also  latest  quarterly  results  against  a 
year  ago 

LUS  FULL-PAGE  REPORTS 

In  addition,  each  of  the  1 700  stocks  is  the  sub- 
:t  of  a  comprehensive  new  full-page  Rating  & 
>port  at  least  once  every  three  months — includ- 
3  22  series  of  vital  financial  and  operating  statis- 
s  going  back  1 5  years  and  estimated  3  to  5  years 
lead  ,  About  130  new  full-page  Reports  like  this 
s  issued  each  week  1700  every  13  weeks.  All 
s  material  is  so  organized  in  your  binder  that  you 
n  quickly  turn  to  a  continually  updated  report  on 
nost  any  leading  stock 


The  Value  Line  Ranks  suggest  that  half  of  these  stocks 
may  well  lag  the  market  in  the  next  12  months. 

No  fewer  than  half  the  stocks  listed  below  are  currently  ranked  4  (Below  Average)  or  5 
(Lowest)  for  Probable  Price  Performance  in  the  Next  12  months — relative  to  all  1700  stocks 
under  review  by  The  Value  Line  Investment  Survey. 


Amer.  Tel.  &  Tel. 
AMF,  Inc. 

American  Airlines 
Avon  Products 
Bendix  Corp. 
Bethlehem  Steel 
British  Petroleum 
Burlington  Ind. 
Caesars  World 
Chrysler  Corp. 
Coca-Cola  Bottling  NY 
Coleco  Ind. 


Consol.  Edison 
Curtiss-Wright 
Dow  Chemical 
Exxon  Corp. 
Firestone  Tire 
Gen' I  Motors 
Gulf  Oil 
Harrah's 
Hartz  Mountain 
Int'l  Business  Mach 
Ideal  Toy  Corp. 
Int'l  Harvester 


Johnson  &  Johnson 
Kaiser  Steel 
Libbey-Owens-Ford 
Loews  Corp. 
Maytag  Co. 
Memorex  Corp. 
Mobil  Corp. 
Monsanto 
Owens-Ill.  Inc. 
Pepsico,  Inc. 
Philip  Morris 
Procter*  Gamble 


Resorts  Int'l  "A" 
Revlon,  Inc. 
Schlitz 

Sears,  Roebuck 
Sperry  Rand 
Tenneco,  Inc. 
Texas  Instruments 
Twenthieth  Cen.  Fox. 
Uniroyal,  Inc. 
U.S.  Steel 
WeyerhauserCo. 
Zenith  Radio 


As  you  can  see,  the  list  above  includes  the  stock  of  many  highly  successful  companies  that 
are  leaders  in  their  fields.  This  helps  to  point  up  an  important  principle:  Don't  confuse  the  quality 
of  a  company  with  the  timeliness  of  its  stock. 

The  performance  ranks  outlined  above  are  just  a  small  part — though  a  very  vital  part — of 
what  you  receive  every  week  in  the  Value  Line  Survey  Here's  an  overview  of  this  extraordinary 
investment  service  which  now  has  more  than  60,000  subscribers  and  clearly  dominates  its  field 
in  terms  of  number  of  subscribers  and  total  subscription  revenues. 


SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line  In-  about  HALF  the  regular  rate  if  no  one  in  your 
vestment  Survey  (with  30-day  money-back  household  has  subscribed  in  the  past  two  years, 
guarantee)  for  the  next  10  weeks  for  only  $29 —   And  you  get  these  2  bonuses; 


BONUS  #1— Value  Line's 
2400-page  Investors  Refer- 
ence Service,  including  our 
latest  full-page  Reports  on 
each  of  1700  stocks...  fully 
indexed  and  looseleaf- 
bound  for  easy  reference, 
and  systematically  updated 
by  new  full-page  Reports  in 
the  weeks  ahead  Filing 
takes  but  a  minute  a  week. 


Investing  in 
Common  Stocks 


witbrbdidor 

The  Value  Liae  Rankings 
aodolberCrileria  of 
Slock  Value 


BONUS  #2— Investing  in  Com- 
mon Stocks  by  Arnold  Bernhard. 
Value  Line's  founder  and  re- 
search chief,  revealing  methods 
of  stock  evaluation  that  took  de- 
cades to  develop.  You  KEEP  this 
book  even  if  you  return  the  other 
material  for  your  money  back. 

To  accept  this  invitation — mail  the 
coupon  today 


The  Value  Line  investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avenue,  •  New  York,  N.Y. 

□  Begin  my  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household  every 
two  years)  and  send  me  the  two  bonuses  listed 
above.  Check  for  $29  is  enclosed.  (Trial  sub- 
scriptions must  be  accompanied  by  payment ) 


516G13 
10017 


SIGNATURE 


NAME  (please  print) 


SPECIAL  EXTRA  BONUS 

A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one 
year — and  send  payment  now. 


m  m  oo 

□  GDQBO 
QQGDOB 

□  □CD  DO 

□  □■BO 


□  1  year  for  $295.  My  payment  is  enclosed — 
send  me  the  CALCULATOR  as  my  extra  spe- 
cial bonus.  (There  are  no  restrictions  with  this 
annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for  $295. 
(Does  not  include  the  calculator) 


STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  reason,  I 
may  return  material  within  30  days  for  full  re- 
fund of  the  fee  I  have  paid. 


Foreign  rates  on 
sales  tax.) 


request  (NY  residents  add 


This  subscription  is  tax  deductible  if  utilized  to 
aid  in  the  management  of  your  investments 
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Money  And  Investments 


Yesterday's  Heroes, 
Today's  Bums, 
Tomorrow's  Winners 

By  Martin  T.  Sosnoff 


^The  haunting  quality  of  1978  is  that 
nonintellectuals  outperformed  gray- 
beards.  Currency  traders  with  high 
school  diplomas  showed  up  the  M.B.A.s. 
This  is  reminiscent  of  1968  when  margin 
clerks  were  paid  more  than  college  pro- 
fessors and  over-the-counter  traders 
commanded  presidential  salaries.  By 
mid- 1970,  with  the  market  belching 
black  smoke,  a  surplus  of  traders  and 
clerks  sporting  $300  suits  pounded  the 
beach.  As  money  managers  head  for  the 
1978  stretch  drive,  they  are  faced  with 
the  bleak  prospect  of  Treasury  bills  once 
more  throwing  mud  in  their  face.  Equity 
and  fixed-income  sectors  lumped  togeth- 
er show  skimpy  returns.  The  early  foot 
shown  by  technology  issues,  casino-re- 
lated goods  and  airline  and  aerospace 
stocks  has  refreshed  a  game  but  tired 
New  York  Stock  Exchange.  Many  profes- 
sionals were  left  at  the  post. 

Off  the  Big  Board,  there  was  plenty  of 
excitement.  Gold  bugs  cleaned  up  along 
with  diamond  merchants.  Currency  op- 
erators beared  the  dollar  with  monoto- 
nous success,  and  if  you  owned  an  office 
building  along  Park  Avenue,  the  last  5% 
of  free  space  got  markups  of  50%  to  100% 
over  prevailing  rates.  Practically  every 
foreign  bank  in  the  world  decided  it  had 
to  have  a  midtown  branch. 

For  me,  1978  was  a  vintage  year,  and  1 
would  like  to  share  with  you  the  thinking 
and  the  luck  that  made  it  so.  1  did  noth- 
ing esoteric,  nor  did  1  discover  another 
Haloid  Xerox.  The  moon  shot  by  Resorts 
International  left  me  flat-footed,  as  did 
all  the  mufti-pufti  profits  in  black  box 
mania.  I  never  own  more  than  a  handful 
of  situations  at  a  time  and  if  your  names 
cover  more  than  a  scrap  of  paper,  you  are 
an  incurable  collector.  Own  just  a  few 
things,  dream  about  them  all  the  time 
and  make  them  earn  their  keep.  Any- 
thing you  buy  should  promise  a  yield 
capacity  of  at  least  10%  after  a  couple  of 


Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 
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years  or  you  are  wasting  your  time  in 
equity  ownership.  Present  price/earn- 
ings ratios  are  quite  meaningless.  What 
is  crucial  is  that  valuations  based  on 
earnings  a  few  years  out  be  no  more  than 
three  times  earnings.  I  have  never  lost 
money  owning  a  stock  at  three  times 
earnings  when  the.  earnings  were  stable 
or  rising. 

Your  portfolio  must  have  a  thread  run- 
ning through  it  that  unifies  the  invest- 
ment approach  and  mirrors  the  econom- 
ic realities,  placing  you  in  the  path  of 
future  rotating  interest  into  specific  stock 
groups.  Because  I  know  that  inflation  is 
the  pivotal  issue  for  stock  prices,  I  own 
only  companies  with  very  high  prospec- 
tive returns  on  equity.  If  you  buy  a 
company  at  five  times  earnings,  you  own 
something  with  a  40%  pretax  return  on 
your  money.  Obviously,  if  you  believe 
inflation  will  ever  close  in  around  that 
level  you  should  either  turn  revolution- 
ary, give  your  money  away  or  borrow  to 
the  hilt  and  store  grain  in  your  backyard 
when  you  bury  your  wedding  silver. 

Almost  the  entire  civilized  world  has 
dealt  with  the  issue  of  inflation  better 
than  we  by  slowing  down  economic 
growth.  The  U.S.  is  the  last  of  the  major 
economic  powers  to  get  its  house  in  or- 
der and  this  portends  slower  growth  for 
us.   Cyclically  vulnerable  merchandise 


doesn't  make  sense  for  a  while.  Counter- 
cyclical and  noncyclical  goods  is  where  to 
be  when  even  the  politicians  talk  about 
cutting  back  taxes  and  spending.  Many 
of  the  stocks  I  own  have  yields  of  over 
20%  on  my  cost  and  this  is  why  I  go  for 
stocks  rather  than  precious  metals.  Cor- 
porations are  living  things,  and  if  you 
choose  well,  the  stream  of  dividends  be- 
comes a  river.  Diamonds  yield  nothing 
but  a  sparkle. 

Consensus  investing  gets  you  a  zero 
rate  of  return.  It  is  based  on  the  past  and 
the  past  is  a  bucket  of  ashes.  The  most 
fabulous  rates  of  return  were  made  by  a 
few  speculators  in  real  estate  investment 
trusts  after  they  fouled  up,  not  when 
every  bank  in  the  country  was  rushing 
into  print  with  a  prospectus.  Likewise 
for  conglomerates.  The  growthies  have 
spent  the  last  ten  years  paying  for  their 
over-ownership  by  professional  inves- 
cors,  but  their  day  in  the  sun  is  coming. 
Timing,  of  course,  is  everything  and  the 
consensus  is  a  tone-deaf,  unimaginative 
economist  who  has  risen  above  his  level 
of  competence.  He  should  be  teaching 
third-grade  arithmetic.  Those  high 
school  grads  trading  currencies,  selling 
the  dollar  daily,  will  be  back  on  the 
beach  before  long.  If  I  could  tell  you  the 
day,  I  would,  but  the  important  thing  is 
to  believe  that  day  is  coming.  Make  up 


The  Sosnoff  Family  Jewels 

Boeing  and  UAL  are  not 

"ragamuffins. 

but  the  other  are. 

Recent 

1978 

1979 

Price 

Earnings 

Earnings 

Avco 

24 

$  5.00 

More 

Boeing 

60 

7.50 

Much  more 

GeicG 

7 

1.60 

A  little  more 

Loews 

42 

7.50 

More 

Pennco  (when  issued) 

17 

3.25 

More 

Reliance  Group 

32 

8.50 

More 

Teledyne 

95 

19.00 

20  plus 

TWA 

20 

5.00 

Who  knows? 

UAL 

34 

11.00 

Less 

-11 


FORBES,  NOVEMBER  13,  1978 


lyiarket  Trends 


our  own  mind.  When  the  Frankhn 
Jank  went  bust  I  moved  into  some  of 
heir  space;  that  was  a  bottom  of  another 
:ind.  You  don  t  buy  cycHcal  stocks  until 
hey  padlock  the  factories  for  lack  of 
irders. 

In  the  late  Sixties,  when  the  head  of 
he  Ford  Foundation  exhorted  his  sister 
ristitutions  to  exercise  cautious  audacity 
nd  speculate  in  equities,  it  was  time  to 
ell  everything.  But  it  is  ten  years  later 
nd  most  everyone  has  finally  sold  down 
0  the  sleeping  level.  This  is  why  volume 
las  dried  up  even  in  the  face  of  double- 
ligit  rates  of  interest  and  a  nasty  dosage 
f  inflation  in  food.  (The  economists  just 
inished  saying  food  prices  were  headed 
own.)  Now  is  the  time  to  be  hung  for  a 
/olf  and  not  a  sheep  because  the  market 
as  some  price  quality  on  the  eve  of 


'. . .  I  have  never  lost 
noney  owning  a  stock  at 
hree  times  earnings 
/hen  the  earnings 
/ere  stable  or  rising  .  .  /' 


aiiimoth  demand.  Everyone  except  the 
gh  schoolers  knows  the  dollar  on  a 
irchasing  parity  basis  is  sailing  into  a 
■ne  of  undervaluation. 
One  of  the  crazy  sidelights  of  institu- 
)nal  investing  is  that  the  establish- 
ent,  which  looked  down  its  nose  on  the 
-go  boys,  ended  up  owning  Penn  Cen- 
il,  a  railroad  that  tried  to  diversify  and 
■lit  up  in  flames.  The  flames  are  out 
(1,  after  years  of  receivership,  a  recon- 
tuted  ecjuity  now  is  trading.  With  over 
iDillion  dollars  in  tax  credits  and  a  board 
directors  that  reads  like  a  Who  s  Who 
marble-pillared  corporate  America, 
■  creditors  have  become  ecjuity  hold- 
.  Perhaps  they  will  sell  their  equit\ , 
t  if  I  had  the  money  I  would  buy  all 
'ir  stock  and  end  up  running  a  major 
ity  capitalized  at  over  $500  million. 

have  added  Pennco  to  my  list  of 
amuffins  most  likely  to  succeed.  The 
me  for  all  is  valuation  below  the  mar- 
:  high  asset  value  and  a  problematic 
t  helps.  Don't  buy  any  of  them;  I  may 
;g    them    all    out    after  bn-akfast. 
■iiig,  incidentally,  is  no  ragamuffin.  It 
1   inning  one  of  the  biggest  internation- 
r;i.p  games  in  commercial  aircraft  his- 
putting  away  all  the  tiuasi-govern- 
ital  con.sortiums  and  nailing  down 
1980s  now.  ■ 


Your  retirement  benefits 
from  planning  ahead. 


Scudder  managed  IRA  and  Keogh  Plans. 

Retirement  is  too  important  not  to  plan 
for  wisely.  You  can  establish  a  retirement 
plan  to  provide  tax  savings  now  while 
building  a  fund  for  your  future. 

Scudder  managed  retirement  plans  are 
easy  to  start.  Scudder  hand  les  most  of  the 
paperwork  and  there  are  no  sales  charges. 

Several  no-load  funds  are  available 
allowing  flexibility  to  tailor  a  plan  to  suit 
your  needs.  Ask  for  our  free  booklets  today. 

Call  800-225-2470  anytime,  toll  free 
In  Mass.  call  collect  (617)  482-3990. 


SCUDDER 


SCUDDtR  STEVENS  i  CL 


NVtSIMENI  COUNSEL 


Scudder  Fund  Distributors, 

175  Federal  Street.  Boston,  Ma.  02110 

n  IRA  Plan  nKeogtiPlan  0  403(6)  Plan 

For  more  complete  information,  in- 
cluding management  fee  charges  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

Name  

Address  

City  


_  State. 


Scudder  Retirement  Plans 


WE'RE  FIGHTING  FOR  YOUR  LIFE 


Exercise  Regularly 


American  Heart  Association 


GROWTH  IS  ALIVE 


Many  leading  growth  stocks  are  now  selling 
well  below  their  all-time  highs  while  their 
earnings  per  share  and  dividends  have 
risen  to  new  peak  levels. 

Some  investors— sensitive  to  good  value 
—realize  this  and  are  buying.  Others, 
however,  will  probably  wait  until  the  top 
of  the  market  to  buy.  SAD. 

Can  we  interest  you— NOW? 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pran  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

For  more  complete  information,  including  the  manage- 
ment fee  and  other  charges  and  expenses,  obtain  a  pros- 
pectus. Read  it  carefully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect. 
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CAPITAL  &  INVESTMENT  OPPORTUNITIES 


huntihg/ 


F 

I  cai 

I  yo 


or  selling 

nd  out  how  fast  and  easy  i 
can  be!  Write  for  our  FREE  booKlel 
TAKING    THE    HASSLE  OUT 
HOUSE  HUNTING      and  how 
your  home  tor  the  right  price 

No  obligation 

M  


linga^^ 

t  really  I 
3oKlet  -  I 
JT  OF  I 
'  to  sell  I 
3  fast."  I 


AM  RELOCATING? 


®  800-325-3777 

1  ^     In  Missouri  call  3K/JOT-1111 

LneoKyUSA® 

COLORADO 
MOUNTAIN  RANCHES 

THE  KNORR  RANCH— Beautiful 
meadow  and  tree  covered  ranch,  18 
miles  north  of  Dillon,  Colo,  on  High- 
way 9,  3,000  deeded  acres,  130  cubic 
feet  of  water  right,  1'  2  hrs.  to  Denver, 
close  to  two  large  lakes  and  four  ma- 
jor ski  areas,  hunting  and  fishing  on 
the  ranch,  recreation  paradise! 

THE  PEAK  RANCH— 10,800  deed- 
ed acres  +  leases.  2'  :  hrs.  to  Denver, 
35  to  40  min.  from  Steamboat  Springs 
and  Mt.  Wearner  ski  area;  good  fish- 
ing, elk  and  deer  hunting,  over  1,700 
acres  irrigated  with  good  water  rights, 
will  run  1.200  cows  on  a  12  month 
basis,  has  got  to  be  seen  to  be  appre- 
ciated. 

Large  or  small,  we  offer  some  of 
the  best  properties  available  in  the 
Colorado  region.  Ranches,  farms,  un- 
improved acreage — we've  got  it!  for 
more  information,  call  or  write: 
ORR  LAND  COMPANY 
4455  Harlan  Street 
Wheat  Ridge,  Colorado  80033 
(303)  424-5010 

FIJI  ISLANDS 

Joint   investor-developer  desired  for 
major    forest    products,  agricultural 
and  development  opportunity.  Multi- 
faceted  10,000-acr*  freehold  property 
with  25  miles  of  sea  frontage.  Techni- 
cal  data   available.   Contact   M.  P. 
Lazara,  Managing  Director. 
GREENACRES  LAND  CO. 
P.O.  Box  1586,  Bellevue,  WA  98009 
(206)  455-4202:  822-5404 

MONTANA-WYOMING 
FARMS 

2  Productive  Farms  —  1,920  acres 
(425  crop)  priced  at  $580,000  and  719 
acres  (615  crop)  priced  at  $725,000, 
both  within  90  minutes  of  Billings 
airport.  Excellent  absentee  manage- 
ment 'or  resident  partner  available. 
Also  good  financing. 

HALL  AND  HALL  INC. 

406/252-2155  or  Box  1924 

Billings,  MT  59103 
"Wyoming  sponsoring  Broker: 

Good  land  &  cattle" 

FREE  CATALOG 

Big,  Free  1978  Catalog  describes  and 
pictures  more  than  2,500  farms,  ranch- 
es, acreages,  recreational  properties, 
businesses,  town  and  country  homes 
in  39  states  coast  to  coast!  Please 
specify  type  and  location  preferred. 
UNITED  FARM  AGENCY 
612-Y  W,  47th 
Kansas  City,  MO  64112 


CIIJAMPIAI 

Issued  By  Major 

riNHIiljIflL 

Long  Established 

Insurance  Company 

P.O.  Box  8476 

f.llilRANTI-1-x 

Van  Nuys 

uUHHIIIi  1 LLO 

CA91409 

LIST  OF  BLUE  CHIP  STOCKS 

Elton  S.  Stephens  III,  an  In- 
vestnnent  Adviser,  has  compos- 
ed a  list  of  Blue  Chip  Stocks. 
Enclose  $1.00  and  Mail  To: 

ELTON  S.  STEPHENS  III 
Investment  Advisor 
4016  South  Michigan  Street 
South  Bend,  Indiana  46614 


$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee  on 
non-competitive  public  drawings  for 
oil  and  gas  leases  by  the  Federal  Gov- 
ernment could  return  $200,000. 
Free  details. 
AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 

MONEY  TO  LOAN 

NEED  MONEY? 

Finance  any  business.  Computerized 
listing  of  1500  Best  Lenders  plus  300 
Venture  Capital  lenders  plus  simple 
application.  Complete  $24.95.  CO  D. 

Call  toll  free  I-800-82I-21 57 
AMERICAN  CREDIT  EXCHANGE 
3300  W.  Mockingbird  Lane 
Dallas,  TX  73235 


EXECUTIVE  EDUCATION 


COLLEGE  DEGREES  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fast. 
Free  details. 
DR.  JOHN  BEAR, 
2150  Franklin  Street.  Dept.  63107 
Oakland,  California  94612 


NEW  INVESTORS  PLAN 

for  inflation.  Cut  risks.  Get  your  goal. 
Easy  to  use  method  by  investment 
counselor  shows  what  your  invest- 
ments must  return.  Send  $5.25  and 
long  S.A.S.E.  for  booklet. 
MENTOR,  Dept.  2.  P.O.  Box  48262 
Chicago.  IL  60648 

MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


FORBES:  CAPITALIST  TOOL 


Krugerrands  'Gold 


Call  201-947-3051 
Fast  dependable  service  •  No  t>idden  comm 
No  sales  tax  lor  out  of  stale  residents 
FREE  INFORMATION 

NJ   Precious  Metals  Troding  Corp 
UO  Sylvon  Avenue 
Englewood  Chfls,  N  J.  07622 


DID  YOUR  INVESTMENTS 
OUTPERFORM  OURS? 

We  combined  our  computer  technol- 
ogy with  the  profit  potential  of  listed 
stock  options  and  achieved  impressive 
results.  Substantial  investors  are  in- 
vited to  send  for  our  actual  perform- 
ance record. 

Michael  Bernstein  &  Assocs.,  Inc. 
Investment  Management 
60  W.  13  St..  New  York.  N.Y.  1001 1 

INVESTMENT  NEWSLETTER 

INVEST  WITH  CONFIDENCE 

Why  worry  and  fret  over  your  stocks? 
If  you  can  understand  and  interpret 
individual  stock  price  charts,  you  have 
a  better  chance  of  winning  big  in  the 
market.  For  example,  alert  investors 
that  correctly  read  Bally  Mfg.'s  chart 
last  February  at  a  price  of  about  $20 
per  share,  have  since  profited  hand- 
somely. In  the  future,  why  not  be  one 
of  these  informed  investors  by  send- 
ing for  our  new  16-page  report,  UN- 
DERSTANDING CHARTS  FOR 
SUCCESSFUL  INVESTING.  In  ad- 
dition, you'll  also  receive  the  next 
lour  issues  of  our  10-page  weekly 
market  letter,  WALL  STREET  NAV- 
IGATOR. To  obtain  this  timely  in- 
vestment package,  send  this  ad  and 
$1.00  to: 

STOCK  MARKET  APPRAISAL,  INC. 

P.O.  Box  355,  Stapleton  Station 
Statcn  Island,  New  York  10304 

AUTOMOBILES 


'79  Cadillacs  Cost  Less 
In  Detroit 

Dalgleish  Cadillac  has  the  lowest 
sticker  prices  in  the  (J  S  A 
Buy  your  new  1979  Cadillac 
in  Detroit  from  Dalgleish. 
the  closest  dealer  to  the  Cadillac  factory 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  CM.  G  Fisher  BIdgs. 
"Michigan's  Largest  Cadillac  Dealer" 

Phone  (313)  875-0300 

Call  Norm  Clemcnli  or 
John  Pt-nnington 


SAVE  $$$$  ON  NEW  1979  CARS 

Buy  at  Detroit  prices — save  on  freight, 
too!  Full  factory  warranty.  Call  toll 
free  (800)  521-7257  for  computer  print- 
out price,  or  mail  make  &  model  to; 
BONDED  BROKERS 
2547-S  Monroe  Blvd. 
Dearborn.  Michigan  48124 
(313)  565-5577.  Specializing  in  Lincoln, 
Mercury,  Ford  &  other  "Big  3"  makes. 


BUSINESS  OPPORTUNITIES 


Equal  Footinji 
with  the  Oil 
Companies 

EAch  montli  th«  U  S  DcM/t 
a»ml  of  Interior  a  wards  lcA*n 
for  th«  gu  «j>d  oU  rlthti  to 
parcels  of  pubUc  Imna  ...  to 
qtullHcd  U  S  dtizmt  rwrntv 
on*  or  oUcr 

VVhcr*  »r«  th«  nche»l  p«/- 
cttb?  How  can  you  win  vaIu- 
abk  oU  and  ga«  righti? 

Wr1t«orCAU 

FcdcraJ  Prtroleum  Retca/ch, 
Uk  ,  1737  DeS*l«S4  N  W.. 
Suite  iOO,  Wa»hijifton,  D  C 
200M>  •  12021  34^ft461 

Not  "•-     ■  w0ia,  iIm  U  S  Cot  Iff  MM. 


(«itM4IL®RKR' 

BUSINESS  REPORT 

Reveals  how  to  gel  30  years  of  trade 
secrets  advice  &  consulialion  lo 
Stan  Vour  Own  ProtitaOle  Sales-By- 
Mail  Business  StOO.OOO  sales  from 
single  ad  Free  advenising  New 
USA/World  product  sources 
-  •Stan  making  money  immediately' 

But  Frinklln  Ailvtrtising.  Inc  .  ant  >  i  rtl/^ 

k    216  Pico  Sania  Monica  Calif  90405  V55>-> 


BUSINESS  CONNECTIONS 


ARAB  BUSINESS.VIEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A147  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


BUSINESS  SERVICES 

PERIMETERS  MEAN  SECURIT 

In  a  world  where  the  businessman 
increasingly  a  target,  security  is 
necessity.  Perimeter  Services  Inc.  pi 
vides  personal  security,  courier  se 
ice  and  security  consultants.  Natii 
ally  and  internationally.  With  hig; 
trained  and  motivated  personnel, 
cause  your  security  demands  noth 
less  than  the  highest  quality.  Call 
write  today. 

PERIMETER  SERVICES  INC. 
P.O.  Box  1394.  Houma.  LA  7036 
Tel:  (504)  876-1851  or  868-4499 
Cable:  Perimeter,  Houma 

INVESTMENT  ADVISORY 
SERVICE  I 


SCOMMODITY  MICRO-COMPUTEI 

MOD  3-  RE\OLUTIONARY  a 
pact  PORTFOLIO  Decision  Mai 
Scientific  time  tested  Intelliger 
Selective  FAST  Daily  Short-T< 
Signals.  Stops.  Long  &  Short.  Ic 
for  COMMODITY  BASKET 
PERB  PROVEN  PROFIT  RECOI 
Free  Details  &  24-MONTH  MONI 
BACK  GUARANTEE,  write:  L< 
ORATORIES  Ltd.,  22  Lester. 
John  s.  CANADA  AIE2P7. 

INVESTOR  RECORDS 


DONT  INVEST  IN  STOCKS! 

unless  you  systematically  record 
transactions  such  as  stock  &  cash 
idends,  sales,  splits,  etc.,  on  OST 
looseleaf   forms.    Easy  instructii 
Send  $1.89  (tax  deductible).  Get 
record  forms   and   1   sample  gr 
form.  U.S.  only.  Cal.  res.  lie"  tax. 
OSTRO  FORMS,  1111  So.  Coast 
B103.  Costa  Mesa,  Cal.  92626 


BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP'Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
$10,000  cash  investment  re- 
quired. If  you  qualify — 

CALL  TOLL  FREE  TODAY 

1-800-821-7700.Ext.323 

Iiii 

P.O.  Box  5630, 
4470  Monroe  St.,  Dept.  FB 
Toledo,  Ohio  43613 
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START  MAIL  ORDER 

IMPORT  BUSINESS  | 

Get  free  sample  import  from 

Orient.     Shows  big  money  I 

you  can  make  spare/full  time  m 

in  home  business.  No  invest-  ■ 

ment  in  stock.  World  famous  | 
mail  order/world  trade  expert 

guides  you.  Clip  ad.  Good  | 

for  one  free  sample  import  _ 

and  big  Free  Report.  Offer  ■ 

limited   to   adults.   Mail  ad  | 

today.    MELLINGER    CO.,  " 

6100  Variel,  Dept.  H159B  | 
Woodland  Hills,  CA  91367 


nd  Hills,  CA  91367^ 


Become  Our  Branch  Office  in 
Your  Area  —  Higfiest  Com- 
missions —  Research-Com- 
puterized Daily  Accounling  — 
Toll  Free  Phone  —  Maillron 
Trading  Syslem  —  You  Will 
Fully  Own  the  Office  —  Quali- 
fied Leads  —  incentives  — 
Worldwide  Trading  —  Off- 
shore Trading  —  Over  40  Of- 
fices Nationwide 

CAYMAN  ASSOCIATES,  LTD. 
>450  W.  Fullerton  Av..  Chicago,  IL  60639 
Toll  Free  (800)  621-3156  10  A.M.-5  P.M. 


ROKERS: 
OUR  OWN 
OMMODITY 
JTURES 
FFICE 


AKE  A  FORTUNE  IN  MAIL  ORDER 


;3m  founder  and  president  of  Havertiill  s 
\6  Henniker's.  two  of  the  most  successful 
uil-order  firms  in  tfie  U  S  I  n-iade  over  $2 
llion  in  mail-order  in  just  5  years.  You 
n  do  as  well  and  possibly  mucn  better  by 
lowing  my  proven  slep-by-step  fortune 
i,ilding  plan  Send  refundable  $1  bill  (no 
.3Cks.  please,  our  bank  cant  tiandle 
,;m)  for  full  outline  to  Gerardo  Joffe,  Box 
'34,  Dept  FM/1.  San  Francisco.  CA 
:120  Do  It  now,  it  may  change  your  life' 


INDUSTRIAL 
ANUFACTURING  LICENSE 

lualified  candidates  who  enjoy  the 
re   of   Industrial  Manufacturing. 
■.  offer  a  virtually  competition-free 
ness  secured  by  machinery,  train- 
I  and  long-range  support.  Invest- 
it  of  $1  15,000  should  generate  sub- 
tial  annual  income.  Company  scru- 
is  considerable.  We  are  seeking 
ter  licensees  for  foreign  countries. 

orth  American  Carbide  Corp. 

all  Mr.  Faircloth,  1-800-525-9496 

ilAIL  ORDER  OPPORTUNITY 

'■  I    profitable    home    business  in 
'    ri'.a's   fastest   growing  industry, 
inally  known   authority  teaches 
Nr.  previous  experience;  no  prod- 
iMvestment.  Write  for  free  book, 
histories  of  successful  members, 
i    complete  details.  No  obligation, 
f  IL  ORDER  ASSOCIATES,  Dept. 
f    Montvale,  NJ  07645. 


13,000,000  MEN 
WILL  RENT  A 
TUXEDO  IN  1979 

Our  youth  oriented  business  is 
growing  .  .  .  we're  up  21%  over 
last  year.  WHY?  We  have  mod- 
ernized the  formalwear  rental 
industry!  Proms  and  formal 
weddings  are  more  popular  to- 
day than  ever.  This  high  ticket 
($35-$45)  ,  .  .  high  percentage 
gross  and  net  profit  business 
can  be  yours  without  any  pre- 
vious knowledge.  We  train,  fi- 
nance &  support  you  with  in- 
store  assistance  and  national 
advertising.  141  Franchisees  are 
convinced!  CAN  WE  CON- 
VINCE YOU?  Call  collect: 
(312)  236-2333  . .  .  GtNGISS  IN- 
TERNATIONAL, 180  N  La  SaJIe 
St.  Chicago,  IL  60601 


YOU  COULD  BE 
A  WINNER 

For  only  a  $25,00  tax-deductible 
entry  fee,  you  could  realize  large 
profits  from  federal  oil  and  gas 
lease-rights.  Monthly  drawings 
are  conducted  by  the  Bureau  of 
Land  Management  offering  op- 
portunity to  all  citizens.  We  urge 
you  to  take  advantage  of  our  in- 
dustry expertise. 

For  further  information, 
call  or  write: 

Western  Region,  Inc. 

7515  Greenville  Ave,,  Suite  404 
Dallas,  Texas  75231 
214/750-6580 


INCORPORATE 

Individuals  /  Businesses  e.ijoy  the 
advantages,  protection,  prestige  of 
one  of  the  best  corporate  &  tax 
laws  in  the  U.S.  Be  president  of 
your  own  "TAX  FREE"  Nevada 
corp.  We  tell  you  how.  Get  the 
FACTS,  know  the  TRUTH!  FREE 
literature.  Write  or  call  "The  Pro- 
fessionals," LAUGHLIN  ASSOC., 
INC.,  Dept.  FBA,  P.O.  Box  11886, 
Reno,  Nevada  89510.  (702)  825-4633. 


New  Roads 
toWealth 

and 
Opportunity 

FREE  BOOK 

CAN  OPEN  THE  DOOR 

to  your  own  exclusive  business  help- 
ing millions  needing  our  mind-acli- 
vating  programs  and  services  m  !he 
communications  and  human  relations 
industry  No  franchise  fee  Training 

and  testimonial  provided  Send  for 
it  today  SAI,  Inc.,  Dept.  FB11-FB1.  P.O.  Box  47621 
Dillii,  TX  7S247.  Ph.  214-63Q  S226 

WIN 


BIG  OM  MONEY 

PLUS  TAX  BENEFITS 


OTHERS  00  EVEHV  MONTH  IN  U  S  GOVERNUENT  OIL 
LEASE  ORAMNGS  If  »0U  ARE  21  AND  A  CITIZEN 
-  rOU  CAN  RARTICIPATE  EQUALLY  WITH  MAJOR 
Mm  OIL  COMPANIES  IN  THIS  LEGAL  LOnERV,  A 
S25  TAX  DEDUCTIBLE  FILING  FEE  CAN 
^^^^  RETURN  UP  TO  $7$  000  AND  MORE 

^^^E^  IMMEDIATELY  PLUS  A  POSSIBLE 

I^BQ  FORTUNE  IN  FUTURE  INCOME 

WRITE  OEPT  FF  FOR  FREE  INFORMATION 
F  MILLIGAN.  INC  m  MANKAHAN.  BOULDEfl.  CO  80303 


FOR  SALE 

Professional  Sport  Franchise. 

Approximately  $2  million  cash. 

Principals  only. 

Box  A148  Forbes,  60  Fifth  Ave. 
New  York,  NY  10011 


PERSONAL 
'BUSINESS 
CHRISTMAS 

Gins 


THE  $2000  CURRENCY  PEN 

Literally  loaded  with  "chopped  up" 
bits  of  genuine  U.S.  money.  De  mlnted 
worn,  damaged  $5,  $10,  $20,  $50,,, 
even  $100  bills.. .by  the  U  S,  ^ 
federal  Reserve  Bank.  . 
Shredded  and  encased  in  -f^i^f^'*^ 

As  a  premium,  give  away  or 
^'promotion  tie  in..,irS  A  WINNER! 
$12.00  PER  DOZEN        250/up-85  cents  each 
'''s  ■■■'.^^0^    '    IMIN.3D0ZENI         500/up-80  cents  each 

100%  legal)  ,;^  :^JJP5*''  PER  GROSS-90  cents  each    lOOO/uo- 75  cents  each 

Payment  with  order.  Shipped  Ppd.  lO  Day  money-back  guarantee 
GLENOEX  CO.,  P.O.  BOX  440,  FLUSHING,  NY  11365      212  961  1387 


a  handsome  see  thru  ^^'^ 
7"  ballpoint  pen,      sT-^^  / 
gold'Stamped... 


RETAILS 
FOR 
$2.00 
Write  with  $2000 
at  your  fingertips, 
'CONVERSATION  PIECE 
"AnENTION  GEHER 
TOP  STATUS 


The  new  school 
of  thought  in 
old  school  ties. 

Ttie  new  school  prefers  its  corporate 
pride  to  be  stated  with  taste  and  sub- 
tlety. That  is  why  Hampton  Hall  de- 
velops a  fashionable,  versatile  dignity 
into  every  custom  design.  Ask  for  our 
free  brochure  showing  such  exclusive 
creations  in  ties  and  scarves. 

Minimum  order  ISO. 

m 

Mampien  90M,  £td. 

corporate  fashion 


"0" 


'0LU»1E  COHTROL  ^VISUAL  ALARM 


.o  tC 


POWE^  ON   '  ^SENSITIVITY  CONTROL 

INDICATOB  ON/OFF  SWITCH 

"MULTI-BAND-Detecrs  all  r«tiari#COILED 
POWER  rOPDi«AUDIO-VISUAl.  AIARMl  ItFULL 
TIE  YEAT)  TORWlTYi!!   "OVER  THE  HILL, 
RCrm  THE  BEND"  detectlcn I dGEIGER  EF- 
FECT WARNING-Clve<i  relative  rar.ge  . 

The  IMFOP.MEP.  ^as  cctnhlned  the  best 
fearures  of  all  popular  radar  detectors 
into  t.*:s  ftnest  detector  or\  the  marVet, 

Send  S'^^.SO  in  checi«,non9y  order, or 
M.c./'.'ISA  (charqe  f  .bank*  .expiration 
date .tsiqnature)  toiDALUVS  MICROWAVE 
CO. , P.O. #1662,  Richardson.Tex. ,75080. 


MGM'T  &  SALES  MEETINGS 


An  Alternative  To 
The  $20  Button  Down 
Ours...$l5. 


100%  COMBED 
COTTON  OXFORD 
BUTTON  DOWN 

Finest  traditional  design  and  tailoring 

Seven  button  front,  placket  sleeve,  left 

breast  pocket,  double  reinforced  side 

seams  and  sleeves 

Your  satisfaction  guaranteed 

Blue  or  White  Sizes  14V2-17'/2/32-35 


Huntington  Qliotbtpra 

2206BRYDENRD  -  COLUMBUS.  OHIO  43209 

Please  send  me  100%  cotton  shirt(s)  @  S13  00  ea 
Add  Jl  50  lOf  ship  &  Ins  regardless  ol  quantity 
Ohio  Res  add  4%  sales  tax 


Size    White  Blue 

Oty  oty 

□  Pers  Check     □  Master  Charge    □  Visa 

Card  s   

Expiration  Date  

Master  Charge  Interbank  3t  

Name  


City  — 

I  State- 
\ 


-Zip. 


ART  &  ANTIQUES 

COLLECTORS  SERIES 
PRINTS  &  LITHOGR.XPHS 

Superb  selection  includes  WWI  &  II 
airplanes,    autos,   ships,    railroad  & 
American   scenes,    Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1,00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept,  FM,  Box  7919, 
Chicago,  IL  60680 

PERSONNEL  SERVICES 

YOUR  PERSONAL  OFFICE  .  .  . 

A  totally  private  office  facility,  only 
a  telephone  call  or  letter  away,  but 
absolutely  remote  to  any  third  parties. 
For  complete   details  forward  your 
name,  city,  state,  and  post  office  zip 
code  for  general  delivery  response  to: 
YOUR  PERSONAL  OFFICE 
Rt,  2,  Box  116 
Seneca,  S  C.  29678 


FOR  INFORMATION 
WRITE  OR  CALL: 


SARAH  MADISON/FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011/(212)  675-7500 
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Agency:  Doyle  Dane  Bernbach  Inc. 

*  APEX  EXPORT  MANUFACTURING 

FREE  ZONE   86 

Agency:  Creamer  Lois/FSR,  Inc. 

ARMCO  STEEL  CORPORATION  ....112-113 

Agency:  Communication  Associates 

□  AUSTIN,  NICHOLS  &  CO. 

(WILD  TURKEY  LIQUEUR)   87 

Agency:  Nadler  &  Larimer,  Inc. 

AVCO  CORPORATION   184 

Agency:  Keiler  &  McKinlay  Advertising 

AVIS  RENT  A  CAR 

SYSTEM,  INC  13 

Agency:  Doyle  Dane  Bernbach  Inc. 

BANKERS  TRUST  COMRftNY   219 

Agency:  Doyle  Dane  Bernbach  Inc. 

BANK  OF  AMERICA   134 

Agency:  D'Arcy-MacManus  & 
Masius  Advertising 

BARRON'S   225 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

*  BEECH  AIRCRAR  CORPORATION   191 

Agency:  Brewer  Advertising  Inc. 

BEECH  AIRCRAFT  CORPORATION   10 

*  BELL  HELICOPTER   114 

Agency:  Reed,  Melnichek,  Gentry  & 
Associates 

*  BUTLER  MFG.  CO   .189 

Agency:  Valentlne-Radford,  Inc. 

CANON  USA,  INC.  ELECTRONIC 
CALCULATORS   ,  68-69 

Agency:  Dentsu  Corporation  of  America 

CHEMICAL  BANK   80-81 

Agency:  Marsteller  Inc. 


THE  CHRISTIAN  BROTHERS   9 

Agency:  Botsford  Ketchum  Inc. 

CHRYSLER  NEW  YORKER   74 

Agency:  Young  &  Rubicam  Inc. 

CHUBB  GROUP  OF 

INSURANCE  COMRANIES   25 

Agency:  Muller  Jordan  Herrick  Inc. 

CITIBANK   Back  Cover 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

COMBUSTION  ENGINEERING,  INC  199 

Agency:  Creamer  Lois/FSR,  Inc. 

□  COM  VEST   231 

Agency:  Culver  International,  Inc. 

CONTINENTAL  BANK   192-193 

Agency:  Tatham-Laird  &  Kudner 

□  CONTROL  DATA  CORPORATION   2 

Agency:  Kamstra  Communications,  Inc. 

JOHN  DEERE   96 

Agency:  Deere  &  Company  Advertising 

□  DIAMOND  INTERNATIONAL 
CORPORATION   152 

Agency:  Henderson,  Roll,  Friedlich  Inc. 

□  DINERS  CLUB 

TRAVELERS  CHEQUE  SERVICE   201 

Agency:  Wunderman,  Ricotta  &  Kline,  Inc. 
DREXEL  BURNHAM  UMBERT 
INCORPORATED   14 

Agency:  Doremus  &  Company 

*  EASTMAN  KODAK  COMPANY 
CUSTOMER  EQUIPMENT  SERVICES 
DIVISION   116 

Agency:  J.  Walter  Thompson  Company 

*  EXXON  INFORMATION  SYSTEMS  104-105 

Agency:  McCaffrey  and  McCall,  Inc. 

*  FMC  CORPORATION   141 

Agency:  Dancer  Fitzgerald 
Sample,  Inc. 

*  FAIRFAX  COUNTY  ECONOMIC 
DEVELOPMENT  AUTHORITY   117 

Agency:  Siddall,  Matus  &  Coughter 
Inc.  Advertismg 
FARRELL  LINES  INCORPORATED   15 


Agency:  Wilson,  Haight  &  Welch,  Inc. 


FERRO  CORPORATION   158 

Agency:  Dix  &  Eaton  Inc. 

□  FIDELITY  MUNICIPAL 

BOND  FUND,  INC  233 

Agency:  Quinn  &  Johnson,  Inc. 

□  FINANCIAL  PROGRAMS,  INC  230 

Agency:  Broyles,  Allebaugh  &  Davis,  Inc. 

*  FLORIDA  DEPARTMENT  OF  COMMERCE 
DIVISION  OF  ECONOMIC 
DEVELOPMENT   26 

Agency:  Arthur  L.  Gray  and  Associates,  inc. 

FORBES  CUSSIFIED   238-239 

FORD  FAIRMONT   121 

Agency:  J.  Walter  Thompson  Company 

FORT  HOWARD  PAPER  COMRftNY   34 

Agency:  Marsteller  Inc. 

:    FRUEHAUF  CORPORATION   9C 

Agency:  Burton  Advertising  Incorporated 

THE  JOS.  GARNEAU  CO. 

(OLD  BUSHMILLS)   71 

Agency:  DKG,  Inc.  Advertising 

GENERAL  MOTORS  CORPORATION 
CADILLAC  MOTOR  CAR  DIVISION   61 

Agency:  D'Arcy-MacManus  & 
Masius  Advertising 

GENERAL  MOTORS  CORPORATION 
CHEVROLET  MOTOR  DIVISION   22 

Agency:  Campbell-Ewald  Company 

GENERAL  MOTORS  CORPORATION 
OLDSMOBILE  DIVISION   Third  Cove< 

Agency:  Leo  Burnett  Company  of 
Michigan,  Inc. 

^  GEORGIA-PACIFIC  CORPORATION  ....84-8! 

Agency:  McC^nn-Erickson,  Inc. 

^  W.R.  GRACE  &  CO  32-3: 

Agency:  The  Marschaik  (kimpany,  Inc. 

GREAT  DANE  TRAILERS/ 

ATA  FOUNDATION   2t 

Agency:  George  and  Glover 


240 


FORBES,  NOVEMBER  13,  197i 


GREYHOUND  CORPORATION   156-157 

Agency:  Bozell  &  Jacobs,  Inc. 

THE  HAMILTON  PRESS   16 

Agency:  Thompson,  Gardner  & 
Associates,  Inc. 

★  HERMES  PRODUCTS  INC  23 

Agency:  WABEV  Marketing  Inc. 

□  INA  CORPORATION   132-133 

Agency:  Geer,  DuBois  Inc.  Advertising 

□  INDUSTRIAL  NATIONAL  CORPORATION  64 

Agency:  Ted  Bates  &  Company, 
Inc. /Advertising 

ir  INTERNATIONAL  BUSINESS 
MACHINES  CORPORATION 
DATA  PROCESSING  DIVISION   51-52-53 

Agency:  Geer,  DuBois  Inc.  Advertising 

INTERNATIONAL  PAPER  COMPANY    . .  .94-95 

Agency:  Ogiivy  &  Mather  Inc. 

IRVING  TRUST  COMPANY   206 

Agency:  J.  Walter  Thompson  Company 

IVECO  TRUCKS  OF  NORTH 

AMERICA,  INC  210 

Agency:  Marsteller  Inc. 

★  JOHNSON  &  HIGGINS   7 

Agency:  David,  Oksner  &  Mitchneck,  Inc. 

★  LANIER  BUSINESS  PRODUCTS     . .  .17-18-19 

Agency:  Foote,  Cone  &  Belding 

LIGGETT  GROUP   103 

Agency:  Berger  Stone  &  Ratner, 
Inc.  Advertising 

J.B.  LIPPINCOTT  COMPANY   117 

Agency:  Franklin  Spier  Incorporated 

LOCKHEED  AIRCRAFT  CORPORATION  62-63 

Agency:  McCann-Erickson,  Inc. 

•k  LONG  ISLAND  LIGHTING  COMPANY   29 

Agency:  Greenstone  &  Rabasca 
Advertising  Inc. 

□  MAI  MANAGEMENT  ASSISTANCE  INC.     . .  .79 

Agency:  G&P  Advertising 

MARRIOTTS  ESSEX  HOUSE   16 

Agency;  Ogiivy  &  Mather  Inc. 

MARRIOTT  HOTELS  212-213 

Agency:  Ogiivy  &  Mather  Inc. 

if  MARSH  &  McLENNAN 

INCORPORATED   142-143 

Agency:  J.  Walter  Thompson  Company 

D  THE  MASSILLON  PUQUE  COMPANY     ...  .30 

Agency:  Frease  &  Shorr  Advertising 

MERCEDES-BENZ  OF 

NORTH  AMERICA,  INC  40-41 

Agency;  Ogiivy  &  Mather  Inc. 

MERCURY  MARQUIS   93 

Agency;  Kenyon  &  Eckhardt 
Advertising,  Inc. 

□  MERRILL  LYNCH  PIERCE 

FENNER  &  SMITH  INC  229 

Agency:  Ogiivy  &  Mather  Inc. 

MIDDLE  SOUTH  UTILITIES,  INC  137 

Agency:  Cranford/Johnson/Hunt  & 
Associates 

MORGAN  STANLEY  &  CO. 

INCORPORATED   223 

Agency;  Doremus  &  Company 

NCR  CORPORATION   124 

Agency:  Worldwide  Advertising  Associates 

NATIONAL  BANK  OF  NORTH  AMERICA  182 

Agency:  Hicks  &  Greist,  Incorporated 

□  NATIONAL  GYPSUM  COMPANY   88-89 

Agency:  Glenn,  Bozell  &  Jacobs,  Inc. 


NEWSWEEK  INTERNATIONAL   214 

Agency:  Stone,  Sherman,  Kornblau  & 
Frohock 

NEWSWEEK  MAGAZINE   202 

Agency:  Foote,  Cone  &  Belding 

□  NICOR  INC  220 

Agency:  Clinton  E.  Frank,  Inc., 
Advertising 

NORTH  AMERICAN  ROYALTIES,  INC.     . .  .233 

Agency;  Power  &  Condon,  Advertising 

NORTHERN  NATURAL  GAS  COMPANY    ...  .24 

Agency:  Bozell  &  Jacobs,  Inc. 

□  NORTHWEST  INDUSTRIES,  INC.  118-119 

Agency:  D'Arcy-MacManus  & 
Masius  Advertising 
THE  PADDINGTON  CORPORATION 
(J&B  SCOTCH  WHISKY)   31 

Agency;  E.T.  Howard  Company,  Inc. 
PAN  AMERICAN  WORLD 
AIRWAYS  INC  107 

Agency;  N.W.  Ayer  ABH  International 

□  PHELPS  DODGE  INDUSTRIES,  INC.  72-73 

Agency;  Compton  Advertising,  Inc. 

PHILIPPINE  AIRLINES   131 

Agency:  Dailey  &  Associates  Advertising 

★  PITNEY-BOWES   139 

Agency:  deGarmo  Inc.  Advertising 

□  POLAROID  CORPORATION   122-122 

Agency:  Doyle  Dane  Bernbach  Inc. 

POTUTCH  CORPORATION   217 

Agency;  Ayer  Jorgensen  MacDonald 

□  T.  ROWE  PRICE  GROWTH  STOCK 

FUND,  INC  237 

Agency;  VanSant,  Dugdale  &  Co.,  Inc. 

RCA  CORPORATION   205 

Agency:  Ted  Bates  &  Company, 
Inc. /Advertising 

□  RAMADA  INNS.  INC  6 

Agency;  Jennings  &  Thompson/FCB 

DR.  JAMES  B.  REA   232 

ROLLINS  BURDICK  HUNTER   197 

Agency;  The  P.A.  Urion  Firm  Inc. 

ST.  REGIS  PAPER  COMPANY   145 

Agency:  Cunningham  &  Walsh  Inc. 

-k  SABRELINER  DIVISION 

ROCKWELL  INTERNATIONAL   102 

Agency:  Campbell-Ewald  Company 

THE  SAINT  LOUIS  HOTEL   232 

Agency:  Bauerlein  Incorporated 

★  SANTA  FE  INDUSTRIES,  INC  .183 

Agency;  Advertising  Direction,  Inc. 

SCHWAN-STABILO     138 

Agency:  Stiefel/Raymond  Advertising  Inc. 

□  THE  SCOTT  &  FETZER  COMPANY   11 

Agency;  Dix  &  Eaton  Inc. 

□  SCUDDER,  STEVENS  &  CLARK   237 

Agency:  Hill,  Holliday,  Connors, 
Cosmopulos,  Inc. 

SEAGRAM  DISTILLERS  COMPANY 
(SEAGRAM'S  CROWN  ROYAL)      Second  Cover 

Agency;  Warwick,  Welsh  &  Miller,  Inc. 

SEAGRAM  DISTILLERS  COMPANY 
(SEAGRAM'S  V.O.)   Ill 

Agency;  Warwick,  Welsh  &  Miller,  Inc. 

SEAGRAM  DISTILLERS  COMPANY 
(WOLFSCHMIDT  VODKA)   39 

Agency;  William  Esty  Company,  Inc. 

SOUTHERN  RAILWAY  SYSTEM     . . .  .150-151 

Agency;  Cunnmgham  &  Walsh  Inc. 

★  STADT  KOLN,  AMT  FUR 
WIRTSCHAFTSFORDERUNG   186 

Agency:  Publicitas  GMBH 


□  THE  STANLEY  WORKS   209 

Agency;  Humphrey  Browning 
MacDougall  Inc. 

★  STATE  OF  COLORADO,  DEPARTMENT 

OF  COMMUNITY  DEVELOPMENT   12 

Agency;  Frye-Sills,  Inc. 

□  STAUFFER  CHEMICAL  COMPANY   194 

Agency:  Bozell  &  Jacobs,  Inc. 

3M  DUPLICATING  PRODUCTS   99-100 

Agency:  D'Arcy-MacManus  & 
Masius  Advertising 

★  3M  COMPANY 

MICROFILM  PRODUCTS   77 

Agency;  D'Arcy-MacManus  & 
Masius  Advertising 

TRW  INC.— CORPORATE   181 

Agency;  Sapin  &  Tolle  Inc. 

★  THRIFTY  RENT-A-CAR 

SYSTEM,  INC  76 

Agency:  Brewer  Advertising  Inc. 

★  TIME  MAGAZINE   200 

□  TRANSAMERICA  CORPORATION   227 

Agency:  Hoefer,  Dieterich  &  Brown,  Inc. 

UNITED  STATES  STEEL 

CORPORATION   20-21 

Agency:  Compton  Advertising,  Inc. 

THE  VALUE  LINE  INVESTMENT 

SURVEY   235 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

VANTAGE   1 

Agency:  Leber  Katz  Partners  Inc. 

VOLVO  OF  AMERICA  CORP.   5 

Agency:  Scali,  McCabe,  Sieves,  Inc. 

THE  WARNER  &  SWASEY  COMPANY   67 

Agency:  The  Griswold-Eshleman  Company 

WELLS  FARGO  BANK   146 

Agency;  McCann-Erickson,  Inc. 

★  WHEELS,  INC  27 

Agency:  Marvin  H.  Frank  &  Company,  Inc. 

□  WHITE  CONSOLIDATED 

INDUSTRIES,  INC  155 

Agency:  Dix  &  Eaton  Inc. 

XEROX  CORPORATION   108-109 

Agency:  Needham,  Harper  &  Steers,  Inc. 

EXECUTIVE  DECISION-MAKING  FOR 
COMPUTERS  AND  OFFICE  AUTOMATION 

DATA  GENERAL  CORPORATION   175 

Agency;  Ingalls  Associates,  Inc. 

DIGITAL  EQUIPMENT  CORPORATION    ...  173 

Agency;  Creamer  Lois/FSR,  Inc. 

HONEYWELL   160 

Agency;  Quinn  &  Johnson,  Inc. 

MOHAWK  DATA  SCIENCES 

CORPORATION   163 

Agency;  MDS  Press 

OLIVETTI  CORPORATION  OF  AMERICA  177 

Agency;  Scali,  McCabe,  Sieves,  Inc. 

PLANNING  RESEARCH 

CORPORATION   164-165 

Agency;  Ogiivy  &  Mather  Inc. 

RADIO  SHACK   178 

Agency;  Central  Advertising  Agency 

WANG  LABORATORIES  INC  167 

Agency:  WLI  Associates,  Advertising 

XEROX  CORPORATION   170-171 

Agency:  Needham,  Harper  &  Steers,  Inc. 


"ORBES,  NOVEMBER  13,  1978 


241 


,  on  the 

oughts.  .  .  Business  of  Life 


If  the  modern  leader  doesn  t 
know  the  facts,  he  is  in  grave  trouble, 
hut  rarely  do  tlie  facts 
provide  unquahfied  guidance. 
John  W.  Gardner 


The  art  of  statesmanship  is  to 
foresee  the.  inevitable  and 
to  expedite  its  occurrence. 
Talleyrand 


That  judges  of  important  causes 
should  hold  oHice  for  life  is  not 
a  good  thing,  for  the  mind  grows 
old  as  well  as  the  body. 
Aristotle 


A  httle  learning  is  a  dangerous 
thing,  but  a  little  patronage  more  so. 
Charles  Dickens 


It  is  impossible  to  defeat  an 
ignorant  man  by  argument. 
William  McAdoo 


There  is  good  government  when  those 
who  are  near  are  happy,  and  when 
those  who  are  far  away  desire  to  come. 
Confucius 


Ignorance  is  an  enemy,  even  to  its 
owner.  Knowledge  is  a  friend,  even  to 
its  hater.  Ignorance  hates  knowledge 
because  it  is  too  pure.  Knowledge 
fears  ignorance  because  it  is  too  sure. 
Sri  Chinmoy 


Any  fool  can  criticize,  condemn  and 
complain — and  most  fools  do. 
Dale  Carnegie 


To  be  conscious  that  you  are 
ignorant  of  the  facts 
is  a  great  step  to  knowledge. 
Benjamin  Disraeli 


Never  underestimate 

the  power  of  human  stupidity. 

Robert  Heinlein 


The  noble  soul  has  reverence  for  itself 
Friedrich  Nietzsche 


Instead  of  demanding  only 

that  the  common  man  may  be  given 

an  opportunity  to  become  as  uncommon 

as  possible,  we  make  his  commonness 

a  virtue,  and  even  in  the  case  of 

candidates  for  high  ofRce,  we 

sometimes  praise  them  for  being 

nearly  indistinguishable  from 

the  average  man  in  the  street. 

Joseph  Wood  Krutch 


Personal  charm  may  win  elections, 
but  it  seldom  solves  problems. 
.\rnold  Glasow 


You  have  to  come  up  in  the  world 
before  it's  worthwhih  for  those 
worth  less  to  put  you  down. 

It's  so  much  easier  to  suggest 
solutions  ivhen  you  don  t  knoiv 
too  much  about  the  problem.* 
Chairman  Malcolm 


The  acid  test  of  intelligence  is  its 
ability  to  cope  with  unintelligence. 
William  Feather 


When  the  creations  of  a  genius  collide 
with  the  mind  of  a  layman,  and  produce 
an  empty  sound,  there  is  little  doubt 
as  to  which  is  at  fault. 
Salvador  Dali 


The  trouble  with  too  many  people  is 
they  believe  the  realm  of  truth 
always  lies  within  their  vision. 
Abr.\ham  Lincoln 


I  marvel  at  the  aim  of  some 
sinners  when  given  a  stone. 
Annabel  Battistella 


When  the  state  is  most  corrupt, 
then  laws  are  most  multiplied. 
Tacitus 


In  talking  about  a  genius,  you  would 
not  say  that  he  lies;  he  sees  realities 
with  different  eyes  from  ours. 
Constantin  Stanislavski 


In  some  ways,  a  millionaire  just 
can  t  win.  If  he  spends  too  freely, 
he  is  criticized  for  being  extravagant 
and  ostentatious.  If,  on  the  other 
hand,  he  lives  tjuietly  and  thriftily, 
the  same  people  who  would  have 
criticized  him  for  being  profligate 
will  call  him  a  miser. 
J.  Paul  Getty 


*From  The  Sayings  of  Chairman 
.Malcolm,  a  collection  of  over  500 
thoughts  embodying  the  wit  and 
wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth 
Avenue,  New  York,  N.Y.  10011 
Add  appropriate  sales  tax  on  New- 
York  State  orders. 


A  Text . . . 


Sent  in  by  Charles  B.  Bruce,  Jalisco,  Mexico. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Keep  thy  tongue  from  evil,  and  thy  lipi 
from  speaking  guile. 
Psalm  34:13 
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What  the  rich  give  the  wealthy. 


Royal  Salute  by  Chivas.  21  year  old  Scotch  whisl^:  About  ^50  a  bottlef 

Present'  i  in  blue,  green,  or  brown  Spode  china  decanter,  widi  matching  velvet  opera  sack. 

21  YEAR  ao        )ED  SCOTCH  WHISKY  •  80  PROOF  •  GENERAL  WINE  &  SPIRITS  CO ,  NEW  YORK,  N  Y  -pRtCE  MAY  VAR/ ACCORDING  TO  STATE  &  UKAL  TAXES 


Olivetti's  New 
Word  Processor  Is  Leaving 
A  Lot  Of  People 
Speechless. 


The  new  Olivetti  TES  501  is 
taking  many  people  by  surprise. 

Because  it  does  something 
that's  never  been  done  before. 

It  actually  combines  in  one  sys- 
tem such  features  as  dual  diskettes, 
operator  entry  and  recall  display,  in- 
terchangeable 10,  12  or  proportional 
spacing  print  wheels,  interchangeable 
carbon  or  fabric  ribbon,  electronic 
keyboard  and  word  processing.  Plus  in- 
formation retrieval.  All  in  a  cost  effec- 
tive, complete  work  station. 

The  Olivetti  TES  501  visual 
display  allows  corrections  and  re- 
visions to  be  made  electronically  with- 
out printing,  which  means  it  provides 
"first  draft  final  copy. " 

It  stores  information  on  interchangeable  floppy  disks,  so  storage  capacity  is  virtually  unlimited.  (You 
^in  easily  duplicate  a  disk  in  a  couple  of  minutes. ) 

The  storage  system  also  adds  to  our  unique  versatility.  By  simply  changing  a  floppy  disk,  the  word 
rocessing  system  changes  into  an  administrative  support  system  for  retrieving  information. 

In  additicm,  the  TES  501  is  easier  to  operate  than  many  of  its  higher-priced  competitors.  It  even  has 
s  own  electronic  logic  so  it  can  do  by  itself  the  things  the  typist  usually  does — from  aligning  numbers  and 
;tting  margins  to  title-centering  and  underlining.  p- 

t  automati^lly  provides  preparation  of  selective 
lailings  which  can  be  utilized  for  prospecting  new  busi- 
less.  (For  example,  all  home  owners  in  a  particular  zip  code 
rea  in  a  specific  age  group.)  In  the  same  way  it  auto- 
matically provides  information  important  to  management 
-from  personnel  data  to  lists  of  prospects  to  be  contacted 
Iter  on. 

To  hear  more  about  the  word  processor  that's  leav- 
ig  people  speechless,  call  or  write  for  a  free  demonstration. 

Once  you  see  what  it  has  to  offer — and  its  price  of 
nder  $10, 000 — you'll  see  the  big  difference  between  our      I  ^^^y- 
/stem  and  all  our  competitors'. 


Olivetti  Corporation  of  America 
Attention:  Word  Processing  Division 
500  Park  Avenue,  New  York,  N.  Y.  10022 

I'd  like  more  info  on  your  new 

TES  501  series  

I'd  like  a  demo  

Name  

Title  

Company  

Address  


1 


_State. 


_Zip_ 


FBI  1-27-78 


J 


olivelli 


The  world's  best  designed  products,  inside  and  out. 
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LOVE  LETTERS  TO 
VCAROIMRANY? 


You'd  probably  never  dream  of  writing  a 
;  letter  to  the  company  that  built  your  car. 
at  Volvo,  we  get  them  all  the  time. 
Maybe  because  9  out  of  10  people  who  buy 
'  Volvos  are  happy. 

But  some  people  who  own  Volvos  aren't 
•ely  happy.  They're  absolutely  ecstatic. 
People  like  Orv  Jacobson  of  Ocean  Shores, 
ihington:  "Now  that  it's  at  the  200,000  mile 
:k,  I  figure  it  has  another  200,000  more  miles 
...  you  just  don't  trade  in  members  of 
r  family." 

Mary  Howard  of  West  Trenton,  New  Jersey: 
s  is  the  first  time  in 
life  that 


auto^«^+-  ^''^'^^  lie 

k.v«  fvevouS   Volvo  S.S 


I  still  had  a  good  car  after  it  was  paid  for." 

Or,  The  Reverend  Ernest  G.  Olsen  of  Westfield, 
New  Jersey  who,  after  225,000  trouble-free  miles, 
says  simply:  "Love  that  Volvo." 

If  you  can't  think  of  any  love  stories  to  write 
about  your  present  car,  maybe  your  next  car  should 
be  a  Volvo. 

After  all,  why  buy  a  car  you  might  regret?  When 
with  aVolvo,  youll  probably  end  up  never  having 
to  say  you're  sorry.  voUiVO 
A  car  you  can  believe  in. 

C1978  VOLVO  OF  AMERICA  CORPORATION 
lEASlNG  AVAILABLE 


to  ^ 


^ 


Vo  Lvo  ctt  »^   CO  I 

/ 
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YOUR  CHANGES  OF 


IRE  GREnER  HUN 

YOUR  CHANGES  OF 

BEMGKIIEDMA 

PUINE  CRASH. 


idnapping  is  not  a  subject  anyone 
ts  to  talk  about - 
nd  we  wish  we  didn't  have  to. 
■ut  unfortunately,  m  today's  times,  it's 
essary 

ou  may  not  think  it  can  happen  to 
,  but  the  truth  is  the  number  of 
orted  and  unreported  kidnappings 
uch  greater  than  you  probably 
ize.  And  it's  increasing, 
n  insurance  policy  is  one  form  of 
tection  every  business  executive 
uld  consider 

IG  was  one  of  the  first  to  see  the 
d  for  this  kind  of  policy  and  our 
rican  Home/National  Union  com- 
ies  are  the  most  expenenced  under- 
ers  of  it, 

fe  think  our  Kidnap,  Ransom  and 
)rtion  policy  which  we  call  our 
ecutive  Stress"  Policy  is  the  best, 
t  comprehensive  one  available, 
'ur  total  plan  is  available  to  corpo- 
personnel,  private  individuals  and 
'  families. 

or  your  protection,  we  don't 
lertise  further  details  And  of  course. 


we'll  handle  all  inquiries  on  a  completely 
confidential  basis 

This  policy  IS  just  one  of  the  many 
excellent  coverages  offered  through 
our  Financial  Service/Sensitive  Risk 
Divisions. 

For  example,  we  write  Pension  Trust 
Liability  which  covers  all  directors, 
officers  and  employees  with  fiduciary 
responsibilities. 

We're  the  largest  writer 
of  D&O  Insurance,  a  policy 
which  protects  directors 
and  officers  for  their  cor- 
porate acts 

And  together  with  our 
D&O  Policy  we  now  offer 
additional  coverage  for  ac- 
cidental death  and  dis- 
memberment for  directors 
going  to  and  from  a  board 
meeting  and  during  a 
board  meeting, 

AIG  offers  more  than  300 
different  insurance  policies, 
through  our  more  than 
160  member  companies. 


m  more  than  130  different  countries  , 

We  not  only  have  ways  to  solve  your 
existing  business  problems,  but  we're 
working  on  problems  you  perhaps 
haven't  even  thought  of  yet. 

If  you're  interested  m  finding 
out  more  about  our  "Executive  Stress" 
Policy  or  any  of  our  other  policies,  mail 
m  the  coupon  below. 

You  can  benefit  from  it  as  much  as 
we  can 

AIGJ^-;B(^UI|yLSrR^TOUCY 

Please  send  me  more  iniormaton  on  I 
'    □  Kidnap  Pobcy  □  Pension  Trust  □  D&O  and  □  AD&D  Policy  ' 


American  International  Group 
Dept  A,  70  Pine  Street,  New  York,  N.Y  10005 


Name. 
Firm  


Address. 


_TeL 


L 


WE  OFFER  MORE  KWDS  OF  INSURANCE 
THAN  ANYONE  IN  THE  BUSMESS. 

We  welcome  inquiries  from  any  licensed  agent  ©r  broker  You  don't 
have  to  be  a  regular  producer  to  place  business  with  an  AIG  company 
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This  is  a  specimen  of  Bookman  Bold 


Over  the  past  61  years,  as  the  needs  of 
this  magazine  have  changed  and  a  tech- 
nology has  evolved,  our  typography  has 
changed  a  good  many  times.  For  almost  a 
year  now  we  have  been  at 
it  again. 

We  set  about  to  rethink 
the  function  and  form  of 
every  element  that,  taken 
together,  adds  up  to  a 
magazine's  "graphics" — 
body  type,  headline  and 
deck  type,  picture  cap- 
tions, boxes,  charts,  ta- 
bles, the  works.  Our  aim 
was  simply  to  make  the 
magazine,  from  front  cov- 
er to  the  Thoughts  page, 
easier  and  more  pleasur- 
able to  read.  Our  hope  was 
to  quicken  and  enliven 
the  process,  so  easily  tak- 
en for  granted,  through 
which  information  on  the 
printed  page  gets  into  our  readers'  minds. 

You  hold  the  result  of  our  year-long 
exercise  in  your  hands.  It  is  the  work  of  a 
design  team  headed  by  Peter  Palazzo, 
one  of  the  nation's  foremost  graphic  de- 
signers, working  closely  with  our  art  di- 
rector,  Everett  Halvorsen.   Palazzo,  a 


Palazzo  ( left )  and  Hali  orseu 
From  cover  to  Thoughts. 


New  Yorker  educated  at  the 
Union  art  school,  first  drew  natio: 
tention  as  the  design  editor  of 
York's  late  and  still  lamented  S 
Herald  Tribune. 
other  publications 
bear  the  stamp  of  h 
ent:  the  Providence 
nal,  Chicago  Dail) 
US  magazine. 

Graphics  buffs 
wish  to  know  th 
new  body  type  (th 
you  are  reading  nov 
point  Trump.  We  tl 
is  decidedly  easier  i 
than  the  9-point  C 
ma  it  replaces.  Oui 
headline  face  is  Boe 
Bold.  Our  "decks 
few  lines  of  type  th 
plify  the  meaning 
headline)  are  1^ 
Garamond  Light  ita 
Redesigning  a  format  is  rather  1: 
signing  a  watch,  whose  every  n 
part  affects  other  parts.  Like  a  w 
magazine  is  intended  to  convey  in 
tion.  If  we  have  done  our  redesign 
well,  this  particular  one  will  do 
better,  more  pleasantly. 


Our  man  in  KwaZulu 


John  Train,  one  of  Forbes'  regular  colum- 
nists, has  never  cared  to  add  up  the  num- 
ber of  miles  he  logs  in  a  year  in  the  line  of 
duty  as  an  investment  counselor.  But  for 
the  story  on  Gatsha  Buth- 
elezi,  elected  chief  minis- 
ter of  KwaZulu,  the  Zulu 
homeland.  Train  did  some 
traveling  that  was,  even 
for  him,  a  bit  out  of  the 
ordinary. 

Train  was  in  South  Afri- 
ca, updating  himself  on 
things  in  general  and  on 
diamonds  and  gold  in  par- 
ticular. Furthering  an- 
other interest  of  long 
standing,  he  was  also  dig- 
ging away,  through  inter- 
views, at  the  vexing  moral 
dilemma  imposed  on  in- 
vestors by  South  Africa's 
official  apartheid  policies. 
Through  friends  in  Johannesburg  he  ar- 
ranged to  see  Chief  Buthelezi  in  a  place 
called  Tugela  Ferry.  It's  on  the  banks  of 
the  Tugela  River,  which  flows  into  the 
Indian  Ocean.  To  get  there.  Train  flew 
from  "Joburg"  to  a  landing  strip  which 
left  him  some  100  miles  to  go,  in  a  rented 


Buthelezi  and  Train 
Dialogue  on  the  Tugela 


automobile,  over  some  desolate 

The  journey  was  worth  it.  Chie: 
elezi  is  descended  from  Zulu  kings 
mother's  side.  His  paternal  grant 
was  a  Zulu  prime 
ter.  Train  found  hir 
markable  combinal 
restraint  and  fervor, 
ly  at  home  in 
Westem  dress  or  tri 
galia,  equally  poisec 
roles  of  native  lead 
world  figure.  What 
Train  most  forceful 
Chief  Buthelezi's 
ence — the  "trems 
authority,"  as  Train 
that  seems  to  co: 
naturally,  even  effc 
ly,  to  authentic 
Even  in  Tugela  F* 
village  little  touct 
the  20th  century,  Bi 
zi's  simply  being  there  is  an  evenl 
Chief  Buthelezi  made  his  case  ; 
private  capital's  pulling  out  in 
terms.  There  was  no  language 
Buthelezi's  English  is  supple  ar 
quent.  Said  Train  when  he  got  bac 
must  be  irresistible  in  Zulu."  ■ 
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Guaianteed 
I  overnight  package 

service. 

it  doesn't  just  mean 

you  can  get 
your  money  back. 

It  means 
you  ¥ron't  have  to. 


I     Next  Day  Express  Mail  guaran- 

'  ees* overnight  service  by  10  a.m.  Or 

vour  money  back.  All  of  it. 

But  we  know  you  really  want  to 
let  your  package  there  on  time.  Not 
-0  get  your  money  back. 

This  guarantee  is  our  straight- 
orward  demonstration  of  confi- 
ience.  After  all,  we  handle  millions 

!)f  packages  that  have  this  guaran- 
tee. So  you  better  believe  we're  go- 
ng to  be  on  time. 

All  you  have  to  do  is  to  get  your 
jackage  to  an  Express  Mail  Post  Of- 

i  ice  before  5  p.m.  Anything  mail- 
ible,  up  to  70  pounds. 

We'll  get  it  to  the  destination 
Express  Mail  Post  Office  ready  to 
)e  picked  up  as  early  as  10  a.m.  the 

liext  business  day. 


3ur  guarantee:  lOO'^i  refund  of  Express  Mail  postage  upon  application  at  origin  if  mailed  by  5  p.m.  at  an  Express  Mail 
ost  Office  and  not  available  for  claim  at  a  destination  Express  Mail  Post  Office  by  10  a.m.  next  business  day  or  delivery 
3t  attempted  to  addressee  by  3  p  m.  of  the  next  day  (unless  delayed  by  strike  or  work  stoppage).  ©1978 


City  to  city, 
Post  Office  to  Post  Office, 
by  10  a.m.  Guaranteed. 


What  does  it  cost?  A  lot  less 
than  you'd  think.  For  example,  it's 
only  $8.50  to  get  a  5-lb.  package 
from  N.Y.  to  L.A. 

For  about  two  dollars  more. 


well  deliver  it  right  to  their  door  by 
3  p.m.  If  not  earlier.  Weekends  and 
holidays,  too. 

We've  got  over  1,600  Express 
Mail  Post  Offices  in  over  1,000 
cities.  Look  in  the  Yellow  Pages 
under  Air  Cargo  for  the  Express 
Mail  Post  Office  nearest  you. 

Got  something  to  ship  in  a 
hurry?  Ship  it  Express  Mail. 

With  our  guarantee,  we  have  to 
be  tough  on  ourselves.  And  that 
makes  it  easier  on  you. 


Trends 


Merry  Christmas 

U.S.  tax  collectors,  who  have  made  it 
their  custom  to  crown  the  Christmas 
season  with  early  delivery  of  their  forms 
and  instructions,  are  striving  mightily  to 
do  it  again  this  year,  despite  towering 
hurdles.  The  Govemment  Printing  Of- 
fice (GPO)  had  set  Oct.  10  as  the  deadline 
for  final  proofs,  but  Congress  didn't  pass 
a  tax  bill  until  Oct.  15,  and  President 
Carter  then  decided  not  to  sign  it  until 
after  Election  Day.  The  law,  moreover, 
includes  three  big  changes  affecting  1978 
taxes — the  credit  for  insulation  and  other 
energy-saving  expenses,  retroactive  to 
April  1977;  a  lower  capital  gains  levy  and 
the  one-shot  exemption  for  profits  from 
home  sales.  The  desperate  revenooers, 
already  behind  schedule,  took  a  chance 
and  started  the  presses  without  the 
President's  signature.  The  result  is  that 
the  seven  private  printers  with  GPO 
contracts  worth  $7.8  million  lost  four- 
teen working  days  and  are  collecting 
hundreds  of  thousands  in  penalties  and 
overtime  for  the  job  of  turning  out  Yule- 
tide  packages  for  84.5  million  taxpayers. 
(One  plant  escaped  the  problem;  it  is 
printing  the  short  forms,  which  are  not 
affected  by  the  new  law.)  If  all  goes  well, 
the  Internal  Revenue  Service  expects 
once  again  to  have  its  forms  arriving  in 
the  mails  the  day  after  Christmas,  or  at 
least  during  the  holiday  season.  And 
what  if  the  President  uses  a  last-minute 
veto?  Then,  the  IRS  is  ready  with  a  crash 
schedule  to  print  the  necessary  pages  of 
counterinstructions. 


A  votre  sante 

How  long  will  Perrier  water,  the  bubbly 
French  product  that  the  beautiful  people 
have  made  the  biggest-selling  import  in 
its  class,  keep  rolling  along?  During  the 
year  that  ended  in  September,  Perrier 
sold  100  million  bottles  of  the  drink  in 
the  U.S.,  drovming  its  earher  predictions 
of  48  million.  U.S.  sales  accounted  for 
about  30%  of  Perrier's  profits,  or  an  esti- 
mated $3.1  million.  The  only  limit  in 
sight  is  the  capacity  of  the  springs  in 
Vergeze,  France,  source  of  the  water  in 
the  green  bottles.  To  slake  the  U.S. 
thirst,  Perrier  sold  off  its  money-losing 
milk  division  last  year  and  put  up  a  sec- 
ond water-bottling  plant.  If  U.S.  sales  top 
the  400  million  bottles  forecast  for  the 
coming  year,  a  third  plant  may  be  need- 
ed. Three  plants  would  fill  about  1.4  bil- 
lion bottles,  and  that  is  believed  to  be 
close  to  the  limit  of  the  springs  in  Ver- 
geze. What  then?  The  French  firm  might 
add  one  of  its  nonbubbling  "flat  waters" 
lo  its  U.S.  line.  "In  France,"  says  one 


Paris  analyst,  "the  group's  flat  waters 
outsell  Perrier  itself."  However,  the  soft 
drinks  and  mixers  that  Perrier  competes 
against  have  no  reason  to  panic.  While 
Americans  do  quaff  oceans  of  bottled  wa- 
ter, 80%  of  it  is  plain  H2O  used  in  place  of 
tap  water,  17%  is  domestic  mineral  wa- 
ter, and  only  about  3%  is  imported. 


Nonorganization  man 

Commodity  traders  on  Kansas  City's 
Board  of  Trade  have  picked  up  an  ally  in 
their  efforts  to  add  a  new  ingredient  to 
their  trading  menu,  now  consisting  prin- 
cipally of  red  winter  wheat.  The  board 
wants  to  offer  "30  Industrials  Stock  Av- 
erage Futures  Contracts"  and  needs  an 
okay  from  the  federal  Commodity  Fu- 
tures Trading  Commission.  (The  plan 
first  was  to  sell  "Dow  Jones  industrials" 
futures  but  the  Wall  Street  Journal's  pub- 
lishing parent  objected  to  use  of  its 
name.)  Commissioner  David  Gartner, 
after  two  days  of  hearings,  announced 
his  view  that  the  Kansans  had  accom- 
plished their  purpose  in  giving  the  CFTC 
an  "adequate  record  for  evaluating  a  des- 


missioner's  acceptance  of  a  gift  of 
for  his  children  created  an  "ima 
impropriety."  Gartner  (who  had  so 
stock)  flatly  refused  to  resign. 


Conimodity  Commissioner  David  Gartficr 
The  Establishment's  is  only  one  view. 

ignation  application  which  is  unique." 
He  also  gave  the  back  of  his  hand  to 
three  powerful  federal  agencies — the  Fed- 
eral Reserve  Board,  the  Securities  &.  Ex- 
change Commission  and  the  Treasury 
Department — all  of  which  had  called  for 
delays  on  the  Kansas  City  proposal.  "We 
are  an  independent  regulatory  agency 
with  a  job  to  do,"  Gartner  said.  "The 
decisions  we  make  neither  should  be  col- 
ored nor  delayed  by  the  views  of  other 
federal  agencies."  Gartner's  feisty  stance 
should  surprise  no  one.  Earlier  this  year. 
President  Carter  himself  demanded 
Gartner's  resignation  because  the  com- 


The  ayes  of  Texas 

The  city  fathers  of  Houston,  that  b 
of  freewheeling  big  business,  have 
ed  to  make  the  city's  businessmei 
the  entire  burden  of  a  proposed  h 
utility  rates.  Houston  Lighting  &  ] 
is  spending  $498  million  this  year- 
more  than  it  has  ever  spent  before 
foresees  capital  budgets  of  $600  rr 
and  up  during  the  next  few  years 
replaces  its  natural  gas  generating  ] 
with  coal  and  nuclear  power.  HL&.] 
for  a  rate  increase  of  $175  million 
the  Texas  Public  Utilities  Comm 
and  with  the  Houston  City  Co 
which  rules  within  city  limits.  The 
mission  staff  has  recommended  r 
$41  million  hike,  subject  to  a  final " 
vote.  The  Houston  council  voted 
$39.3  million  and  then  directed  th 
of  it  come  from  industrial  custome 
smaller  utilities  that  buy  HL&P  eh 
ity  for  resale;  residential  customers 
specifically  exempted.  'Industry  s 
pay,  one  councilman  argued,  beca 
"can  write  it  off  as  a  business  exp« 
That  sounds  more  like  a  swingin 
Franciscan  or  a  hate-Con-Ed 
Yorker,  but  in  fact  it  was  an  autl 
Texan  talking,  and  Texas  may  heai 
more  of  it  as  urban  ways  spread  i 
Lone  Star  State. 


The  All- American  gil 

Japanese  travelers  who  are  horn 
bound  from  the  U.S.,  long  baffL 
what  to  bring  back  as  a  true-blue  A 
can  souvenir  (standbys  like  watche 
sets,  fountain  pens,  etc.,  were  on 
obvious  reasons)  now  have  an  ans 
American  beef.  Two  years  ago,  Jap; 
a  New  York  subsidiary  of  a  Japanes 
line-catering  company,  started 
four-pound  packs  of  eight  sirloip 
$30,  a  heady  price  by  U.S.  standaro 
less  than  half  the  tab  in  Japan.  The 
bear  prestamped  approval  labels  froi 
U.S.  Department  of  Agriculture  a< 
rive  in  Tokyo  packed  in  dry  ice.  Jap 
now  ships  about  5,000  pounds  of  r 
beef  a  month,  and  that  figure  is  exij 
to  double  at  year-end,  when  U.S.h 
Japanese  flock  home  for  the  hoi) 
Japan  Air  Lines  (which  takes  beef  c 
from  its  passengers  for  Japanera)  ha; 
begun  offering  a  similar  service 
own  for  West  Coast  passengers  bou: 
Tokyo,  and  other  airport  entrepre 
are  getting  into  the  act.  One  poi 
hitch  could  develop:  Because  the  $ 
are  personal  gifts,  the  Tokyo  goverd 
has  exempted  them  from  its  quoti 
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BNFORMAnON 
MANAGEMENT.  DOES  IT 

THREATEN 
THE  WORK  ETHIC? 

The  American  work  ethic  has  always  assumed 
that  if  you  worked  hard,  your  efforts  would  be 
rewarded. 

We  wouldn't  argue  with  that.  But  we  would  like 
to  amend  it  a  little. 

The  way  we  see  it,  working  hard  isn't  nearly  as 
important  as  working  well. 

Information  Management  isn't  a  way  of 
sidestepping  hard  work.  It's  a  way  of  making  it 
more  productive. 

For  example,  there's  no  virtue  in  having  to  spend 
hours  typing,  retyping  and  re-retyping  documents.  So  we  make  elec- 
tronic typing  systems  that  let  you  type,  revise  and  retrieve  information 
in  a  lot  less  time.  Which  gives  you  a  lot  more  time  to  create  and 
perfect  it. 

To  make  information  easier  to  work  with,  we  make  a  full  range  of 
copiers,  duplicators  and  computer  printers.  Ones  that  not  only  repro- 
duce, but  can  reduce,  collate  or  even  print  in  color. 

To  make  information  more  accessible,  we  have  Telecopier  trans- 
ceivers and  communicating  typewriters  that  transmit  information 
crosstown  or  cross-country  in  minutes. 

We  even  offer  computer  services  that  let  you  manage  information 
without  having  to  manage  a  computer. 

So  you  see,  Xerox  information  management  systems  are  actually 
the  epitome  of  the  work  ethic. 

They  work  harder.  So  you  can  work  better. 

XEROX 

ox®  and  Telecopier®  arc  trademarks  of  XEROX  CORPORATION. 


Trends 


Chivas  Regal  ♦  12  Years  Old  Worldwide  ♦  Blended  Scotch  Whisky  ♦  86  Proof 
General  Wine  &.  Spirits  Co..  N.Y. 


imported  American  beef.  With 
pounds  a  month  flying  in,  howev« 
Japanese  agriculture  ministry  is  re| 
having  second  thoughts  about  this 


Race  on  the  road 

Household  moving  companies  Wi 
the  new^est  sector  of  business  t 
Washington's  drive  for  greater  mi 
participation  in  the  economy.  Th< 
ter  Administration  has  asked  the 
state  Commerce  Commission  to  gl 
tention  to  race  in  granting  natioi 
moving  licenses.  The  Departme 
Transportation  made  the  request  i: 
port  of  a  license  for  a  black-ow^ni 
Louis  firm.  Noting  that  no  min 
owned  company  holds  a  nationw 
cense,  the  DOT  pointed  out  ths 
policy  of  strictly  limiting  entry  in 
field  puts  big  obstacles  in  the  w 
these  firms.  DOT  general  counsel 
Kamm  added  that  "we  do  not  belie 
ICC  has  engaged  in  overt  racial  disi 
nation,"  but  she  points  out  that  on 
of  2,500  household  movers  with  IC 
crating  authority  are  minority-c 
and  that  no  black  mover  has  be 
censed  since  the  early  1940s. 


Wine  and  weather 

American  wine  fanciers  shoppin 
this  year's  European  vintages  can  e 
them  to  be  harder  to  find  and  big) 
price.  A  freeze  at  Easter  and  the  ti 
tial  spring  that  followed  have  sll 
reduced  grape  harvests  in  France, 
Germany  and  Spain.  Browne  Vim 
the  Seagram's  subsidiary  that  is  c] 
the  top  U.S.  importers,  found  that  ] 
of  the  wines  it  sells — which  rank  I 
the  great  estate  vintages,  but  well 
the  low-priced,  bottled-in-bulk  | 
like  Italy's  Lambruscos — will  bi 
across  the  board.  (The  excepticj 
Beaujolais,  which  through  geogi) 
chance  was  spared  the  ravages  oi 
spring's  weather.)  French  prices  a] 
ready  up  30%,  with  some,  like  Cl 
and  Pouilly  Fuiss^,  up  50%.  It 
wines  are  up  40%  to  50%.  BV's  si 
ers  in  Germany  reported  crops  i 
one-third  and  the  harvest  for  Muj 
Champagne,  another  BV  import,  wj 
a  like  amount.  Because  the  sumrD 
1978  turned  out  to  be  cool  and  si 
however,  the  quality  of  the  harvest 
better  than  its  quantity.  The  1978 
tages,  according  to  Browne  Vin 
President  Elliot  Fine,  should  be  ' 
fine  and  among  the  best  in  r^ 
years."  ' 
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f  he  best  part  of  the  best  incentive  pacicage 

in  the  EEC. 


It  is  important  to  compare  incentives 
j/hen  you're  deciding  to  build  a  new  plant  in 
j^urope.  Plant  Location  International  studied 
ihem  all  and  decided  the  best  overall  package 
j|/as  available  in  Northern  Ireland, 
i     But  how  do  you  assess  the  quality  of  the 
/orker  any  country  puts  on  the  job? 

You  can  check  the  industrial  performance 
f  Northern  Ireland.  Measure  our  long  manu- 
icturing  tradition.  Chart  our  steady  growth  in 
roductivity.  Count  how  few  working 
ays  we  lose  in  a  year. 

You  can  look  at  intangibles,  too. 
e  depth  of  company  loyalty.  The  will- 
ess  to  try  new  production  methods 
e  healthy  climate  of  labor  relations. 
Add  it  all  up,  and  you'll  see  why 
lore  than  30  American  companies 
lanufacture  in  Northern  Ireland.  They 
ke  the  inceajtives,  but  they  value  even 


more  the  quality  of  the  men  and  women  they 
employ  here. 

Put  our  assistance  programs  and  our 
people  to  work  for  you.  Get  the  facts  from  Reg 
Browne  or  George  McLaren  at  the  Northern 
Ireland  Industrial  Development  Office  in  New 
York.They  can  quickly  tailor  an  offer  of  assist- 
ance to  suit  your  plans.  Call  (212)  593-2258. 
Or  write:  NIIDO,  British  Consulate-General, 
150  E.  58th  St.,  New  York,  NY  10022. 

William  Doman  works.  A 
toolmaker  at  the  Bridgeport 
Brass  Co. ,  he  brings  30 
years  of  experience  to  the  '| 
job  of  producing  tire  valves ' 
for  the  European  market, 


Northern 
Ireland 
works. 


No  Pitney  Bowl  I 
fiar  from  a  Pitney  Bowf 

Wherever  you  are, you've  got  the  number  country.  They  have  an  average  of  ten ) 

that  gets  you  really  efficient  service.  experience  maintaining  your  Pitney  Be 

No  matter  what  Pitney  Bowes  equipment  equipment.  From  copiers,  collators,  pc 

your  office  depends  on,  you  can  depend  on  us  meters  and  mailing  systems  to  addresfo 

to  keep  that  equipment  running  properly  printers  and  inserters. 

We  have  nearly  four  thousand  Pitney  Bowes      What's  more,  we  make  sure  our  ex|j 

service  experts  stationed  throughout  the  stay  experts.  With  periodic  refresher  c 
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Iiequent  new-product  training  sessions. 
'  whether  you're  a  Pitney  Bowes  customer 
I  N  York  or  old  Laredo,  you've  got  people 


Pitney  Bowes 


an  count  on,  as  well  as  machines.  And  you 
where  to  call. 

ley  Bowes,  1 736  Pacific  Street,  Stamford, 

scticut.  06904. 


HOW  HIGH 
IS  THE  HIGH 
IN  HIGH  YIELD 
MUNICIPALS? 

Look  to  the  stars. 

Compare  the  tax-free*  yield  of 
Fidelity  High  Yield  Municipals  with 
that  of  any  other  fund,  managed  or 
unmanaged. 

Then,  consider  The  Fund's  fea- 
tures. Full-time  management.  Daily 
liquidity.  Automatic  reinvestment.  No 
sales  charge. 

We  think  this  combination  of  high 
tax-free  yield  and  features  is  unmat- 
ched. Learn  more  today. 

¥¥¥¥¥ 
FIDELITY 
HIGH  YIELD 

MUNICIPALS 

CAUFREE 
(800)  225-6190 

In  Mass.  call  (ollt-ct  (  bl7  )  726-(16.S() 
FIDELITY  GROUP 

Over  $4  biliion  of  assets  under  management. 
'A  portion  may  be  subject  to  Federal,  state  or  local  taxes 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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MAILING  LABEL  HERE 
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The  waiting  game 

A  year  ago,  O.  Wayne  Crisman,  chair- 
man and  chief  executive  of  Houston- 
based  Falcon  Seaboard,  the  coal-oil-gas- 
and-equipment  company,  turned  dov^n  a 
share-for-share  merger  bid  from  Raythe- 
on worth  about  $225  milHon  ($15  million 
to  him  personally).  The  reason,  he  made 
clear  to  Forbes  (Oct.  15,  1977),  was  a  big 
and  highly  profitable  coal  contract  from 
American  Electric  Power  that  made 
Raytheon's  offer  (accepted  the  previous 
June)  look  too  small.  At  the  same  time, 
Crisman  said.  Falcon  Seaboard  was  still 
for  sale  because  he  felt  it  lacked  the  kind 
of  funds  an  energy  business  needed. 

Crisman  had  kind  words  for  Raytheon 
after  that  parting — which  did  little  to 
ease  that  company's  painful  disappoint- 
ment— but  it  is  plain  he  made  no  mis- 
take. This  month,  Crisman  and  Falcon 
Seaboard  agreed  in  principle  to  a  new 
merger  bid.  This  offer  came  from  Dia- 
mond Shamrock  of  Cleveland,  which 
wants  to  get  into  coal  (80%  of  Falcon's 
business).  And  this  time  the  ante,  a  two- 
for-one  swap  for  Diamond  Shamrock 
shares,  is  worth  about  $330  million,  not 
bad  for  a  year  of  standing  pat. 


Roy  Neuberger  returns 

Just  a  month  ago,  on  the  eve  of  the  stock 
market's  plunge,  master  trader  Roy  R. 
Neuberger  told  Forbes  (Oct.  30)  of  his 
boundless  optimism  over  the  bull  market 
he  saw  ahead.  "For  the  first  time  in  my 
kind  of  work  I'm  really  this  bullish,"  he 
said.  Famous  for  hedging — his  custom 
was  to  be  short  anywhere  from  10%  to 
100%  of  the  amount  of  his  equity  hold- 
ings— Neuberger  was  so  bullish  he  held 
short  positions  in  only  2  of  the  75  stocks 
in  his  portfolio,  "less  than  1%  of  my  total 
holdings."  For  the  first  time  in  his  half 
century  of  making  and  managing  money, 
he  had  gone  into  options,  again  because  of 
his  bullish  expectations.  Those  state- 
ments were  barely  off  the  presses  when 
the  market  collapsed.  The  Dow-Jones  in- 
dustrial average  dived  more  than  100 
points,  and  $95  billion  in  Big  Board  value 
was  bIow"n  away  in  two  weeks. 
What  happened? 

"I  was  wrong,"  Neuberger  says.  "I  ad- 
mit it.  You  can't  be  right  and  v/rong  at 
the  same  time,  and  in  the  short  term  I've 
been  wrong.  I  didn't  see  the  forest  for  the 
trees.  But  in  that  Forbes  article,  I  was 
thinking  more  of  the  long  term." 

That  mea  culpa  comes  from  the  heart. 
Neuberger  took  a  beating  along  with  ev- 
eryone who  was  long  when  the  market 
went  into  its  spin.  "I've  been  taking 
losses;  there's  no  question  about  it,'.'  he 


says.  But  he  is  sticking  to  the  ca 
tions  that  prompted  his  unprecedi 
optimism  in  the  first  place. 

"I've  been  in  panics  before,"  say 
man  who  is  credited  with  makin 
first  killing  in  the  1929  crash  by  she 
RCA.  "This  is  a  type  of  panic.  The 
and  intensity  are  fantastic — it  rer 
me  of  the  spill  of  1962.  It's  very  di£ 
to  pick  bottoms  in  a  panic." 

The  blame  for  the  big  October  f 
Neuberger's  judgment,  lies  on  the  \ 
House  doorstep  and  the  federal  go 
ment's  efforts  to  fight  inflation 
monetary'  policy.  Investors  are  f 
ened,  he  thinks,  because  the  med 
President  Carter  and  his  Administr 
are  prescribing  today  is  the  same 
helped  bring  about  the  recession  of 

Then  why  did  Neuberger,  who  be 
a  living  legend  by  calling  market  t 
not  foresee  the  slide?  "You  can't  say 
the  market  does  what  it  does,"  h 
swers.  "People  are  sheep.  They're  s 
about  art;  they're  sheep  about  theii 
sonal  habitS;  they're  sheep  about  jog 
People  are  panicky  right  now.  Il 
nothing  to  do  with  the  facts."  Am 
facts,  he  maintains,  remain  the  san 
big  bull  market  lies  ahead. 

Neuberger's  money  is  where 
mouth  is;  he  still  has  not  hedged  his 
positions.  Even  during  the  wild  plur 
October,  he  notes,  the  first-tier  si 
dropped  relatively  little;  the  seconi 
listings  took  the  heaviest  poundin 


Wall  Street's  Roy  Neuberger 
Why  a  veteran  of  '29  refuses  to  panic 
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V^fe'w  just  upgraded 
your  economy  class 

ticket.* 


discount 
Fares 


Introducing 
Clipper  Class 


If  you're  a  business  traveler,  or  anyone  who  flies  a  lot,  you're  probably  paying  the  regular 
economy  fare.  That  can  be  a  lot  of  money.  And  naturally  you  want  a  lot  for  it. 

Well,  now  Pan  Am  has  something  special  for  you.  It's  called  Clipper  Classf  And  very 
simply,  it  offers  upgraded  service  for  the  same  regular  economy  class  ticket  that 
you're  buying  right  now. 

Initially  available  on  all  747  Trans-Atlantic  flights  and  selected  Trans- 
Pacific  flights,  Clipper  Class  will  supply  all  those  extras  in  comfort  and  service 
that  can  make  a  real  difference  to  the  long-distance  traveler. 

Extras  like:  a  special  section  for  regular  economy  fare  passengers,  where 
you're  likely  to  have  a  lot  more  room.  Special  check-in  attention  and 
use  of  the  first  class  lounge  in  selected  airports.  Plus  complimen- 
tary wine  and  beverages,  free  head-sets,  and  a  special  choice 
of  entrees  with  meals. 

All  for  the  regular  economy  fare. 

Have  your  travel  agent  book  you  on  Pan  Am's 
new  Clipper  Class.  It's  a  great  new  way  to  experience 
the  world's  most  experienced  airline. 


See  your  travel  agent  or  transportation  department. 


America  s  airline  to  the  world. 

Object  to  Government  Approval. 


Risk  management  assistance 
.around  the  world 


RPLLINSBURPICK 
HUNJEK 

Multinational  Insurance  Brokers^ 

World  Headquarters 
10  South  Riverside  Plaza 
Chicago,  Illinois  60606 
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't  believe,"  he  says,  "that  the  whip- 
;  boy  for  everyone's  panic  should  be 
r  bonds  and  stocks.  I  don't  believe 
gs  are  as  hopeless  as  many  of  my 
eagues  think  right  now." 
he  market's  collapse,  he  insists,  has 
ie  many  stocks  as  attractive  as  the 
vorks  he  has  in  his  private  collection, 
ch  he  picked  with  the  same  kind  of 
cience  he  has  displayed  in  the  stock 
ket.  (A  Jackson  Pollock  he  bought  for 
)  and  donated  to  the  State  University 
ew  York  has  brought  an  offer  of  close 
j1  milUon.)  "People  are  throwing 
board  stocks  that  are  really  valuable, 
re's  a  great  opportunity  ahead  to  buy 
rities — exactly  when,  I  don't  know." 
It  after  laying  down  that  verbal 
;e,  Neuberger  added:  "I'm  going  to 
mon  up  some  courage  and  buy  some- 
g  for  myself  right  this  minute." 
le  day  after  he  said  that,  the  Dow 
industrials  rebounded  35  points,  the 
st  one-day  jump  in  market  history. 

Crime  does  not  pay? 

oe.raphy  had  become  big  business, 
I  s  concluded  in  a  recent  report  (Sept. 
md  its  leading  entrepreneur  was  Mi- 
Cj.  Thevis,  an  Atlanta  millionaire 
i  Li>^itive  from  justice.  California's  De- 
t  lent  of  Justice  estimated  that  porn  in 
s  forms  was  a  more  than  $4  billion 
try,  roughly  equal  to  conventional 
.  L  s  and  records  combined.  Thevis, 
i      with  one  newsstand  in  Atlanta, 
u  I  h  up  a  S 1 00  million  empire  before 
IS  iailed  in  1974  for  transporting 
material  across  state  lines. 
]  s  didn't  last  longas  a  prisoner — he 
.  LiJ  last  April — but  his  porn  business 
?  1  going  strong,  and  Pat  McLean,  his 
1  lend  and  former  secretary,  is  running 
i  lolding  company  that  handles  his 
;  legitimate  activities.  Since  his  es- 
jThevis  has  been  indicted  twice,  by 
In  County  (Atlanta)  for  murder  and  by 
ul     authorities    on  racketeering 
jes  encompassing  murder,  arson  and 
l:i()n. 

;vis'  luck,  however,  continues  to 
jA  linchpin  in  both  1978  indictments 
lb  be  the  testimony  of  Roger  Dean 
L:hill,  a  onetime  Thevis  partner  who 
with  him  four  years  ago.  Late  last 
1  Underbill  was  murdered  in  Atlanta 
:s  testimony  died  with  him.  Fulton 
:y  prosecutors  say  their  case  is  still 
ing  and  active,"  but  with  Thevis  at 
lo  trial  can  be  scheduled.  Jim  Baker, 
isistant  U.S.  attorney  for  criminal 
;ution  in  Atlanta,  is  back  to  square 
aying  "We  are  still  reassessing  the 
ion."  ■ 


The  only  clock  in  the  world  powered  by  air 


The  extraordinary  Atmos'"draws  its  power 
directly  from  the  air  we  breathe.  The 
merest  variations  in  air  temperature  are 
enough  to  keep  Atmos  running  silently, 
accurately,  indefinitely. 

Prized  by  presidents  and  kings  and 


notables  around  the  world,  the  handcrafted 
Atmos  is  a  once  in  a  lifetime  gift,  a  most 
important  recognition  award. 

For  your  free  brochure,  write  the 
Atmos  Clock  Company,  New  Rochelle, 
New  York  10810. 

Manufacturer  s  suggested  retail  price  from  $595  00 


iiii 
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Readers  Say 


Five  cents  on  the  dollar  ^ 

Sik:  I  made  a  common  stock  investment 
that  was  successful.  My  share  of  this 
particular  company's  profit  this  year  was 
$1,000. 

The  firm  paid  a  corporate  tax  of  48%, 
leaving  only  $520.  It  then  paid  a  dividend 
of  53%  of  earnings,  leaving  only  $275  as 
my  dividend.  After  my  own  personal  in- 
come tax,  I  was  left  with  $141. 

This  upset  me  so  much  that  I  spent  the 
$141  for  two  cases  of  liquor  to  drown  my 
sorrows.  Alas!  My  sorrows  only  in- 
creased when  I  discovered  that  the  $5.50 
bottles  of  bourbon  included  a  federal  tax 
of  $2.62,  state  tax  of  50  cents  and  a  Cook 
County,  111.  tax  of  25  cents.  This  left  $51 
for  the  two  cases.  Of  course,  there  was 
also  a  5%  sales  tax  on  the  total  purchase. 

Having  lost  95%  of  my  original  share 
of  investment  income,  I  decided  to  shoot 
myself.  My  attorney  intervened,  admon- 
ishing me  that  I  should  not  take  my  life 
in  view  of  the  high  federal  estate  tax  and 
state  inheritance  tax  that  would  further 
reduce  my  already  miniscule  share  of  the 
profits. 

— F.J.  Foerstcrlin^ 
Chicago,  III 


New  York  provincialism? 

Sir:  Your  provincial  bias  is  showing  in 
your  statement  'Teople  who  knock  New 
York  do  it  from  ignorance — or  are  igno- 
rant" (Fact  and  CownmU.  Nov.  13)  Its 
political  mismanagement  and  bankrupt- 
cy are  there  for  all  the  world  to  see.  Let 
us  hope  that  some  of  that  vibrant  vitahty 
will  be  used  to  at  least  pay  its  bills. 
— Fdwanl  f.ce  Rankin  Jr 
Concord,  N.C 


Make  D.C.  51st  state? 

Sir:  Your  editorial  against  giving  Wash- 
ington, D.C.  two  senators  and  one  con- 
gressmen (Fact  a)id  Comment.  Oct.  30) 
says  that  Washington,  D.C.  residents 
should  not  be  represented  in  Congress 
because  of  the  "inordinate  advantages" 
we  supposedly  obtain  from  our  close 
proximity  to  the  Congress. 

Logical  conclusions  to  your  line  of  rea- 
soning rnight  include  the  following: 

Eliminate  voting  rights  for  residents  of 
Maryland  and  Virginia  if  they  work  for 
the  federal  government.  (Many  more 
congressmen  and  high-income  federal 
agency  policymakers  live  in  the  suburbs 
than  in  Washington,  D.C.  itself); 

Increase  voting  rights  for  faraway 
places  such  as  Alaska,  Hawaii,  or  even 
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the  West  Coast,  under  the  theory  that 
they  have  less  face-to-face  contact  with 
people  in  Washington. 

—John  Sower 
Washington,  D  C. 

Sir:  We  need  a  69-square-mile  51st  state 
like  we  need  an  unbalanced  budget  in 
Washington.  Why  not  let  D.C.  join 
Maryland  after  approval  by  the  people  of 
the  city  and  state? 
—DaveE.  Wick 
Fagle  Mountain,  Calif 


Comptroller  nixes  N.Y. 

Sir:  My  office's  experience  with  authori- 
ties in  New  York  State  is  a  rich  source  of 
material  for  a  sequel  that  would  graphi- 
cally illustrate  your  thesis  in  Forbes'  ar- 
ticle (Oct.  2)  about  public  authorities. 

Since  1963  I  have  issued  over  a  hun- 
dred audit  reports  on  public  authorities. 
Some  strenuously  resisted  my  attempts 
to  audit  them  for  performance.  In  1972 
MTA  and  its  then-chairman.  Dr.  Wil- 
liam Ronan,  even  refused  our  people  ac- 
cess to  their  records. 

Many  authorities  in  this  state  have 
been  authorized  to  issue  bonds  for  which 
the  state  has  a  contingent  "moral"  liabil- 
ity, which  has  adversely  affected  the 
state's  own  credit.  Other  states  have 
used  parallel  devices.  I  have  been  urging 
an  amendment  which  would  bar  any  fu- 
ture "moral  guarantee"  bonds  without 
voter  approval. 
— Arthur  Levitt 
State  Comptroller, 
Dept.  of  Audit  &  Control 
Albany,  XY 


Studio  54 

Sir:  I  cannot  tell  you  how  much  your 
editorial  comment  ("Studio  54  Is  TTje  Oth- 
er Flaming  Status  Symbol,"  Fact  and  Com- 
ment, Nov.  13)  meant  to  me.  I  have  been 
reading  your  comments  for  1 1  years.  I 
am  honored  to  have  been  mentioned. 
— Stephen  Rubell 
Studio  54 
New  York,  N.Y. 


Not  kicked  upstairs 

Sir:  Your  story  on  Burlington  Northern 
(Oct.  J0>  states  that  I  was  "replaced"  as 
CEO  by  our  Board  of  Directors.  It  is  well 
known  in  our  industry  and  in  the  finan- 
cial community  that  my  assumption  of 
the  duties  of  full-time  chairman  of  the 
board  was  a  personal  goal  and  a  part  of 


our  established  management  plan  fc 
orderly  transition.  That  move  was  r 
by  me  at  a  time  of  my  choosing  aft« 
years  in  the  chief  executive's  cha 
four  companies.  I  remain  actively 
deeply  involved  in  the  businesses  of 
lington  Northern,  concentrating  m] 
ergies  on  the  longer-term  aspects  oi 
operations. 

You  criticize  our  management  of 
lington  Northern's  natural  resources 
exclude  the  fact  that  revenues  fron' 
resources  division  increased  to  $1 
million  last  year  from  $12.0  millic 
1966  when  I  assumed  the  president 
the  Northern  Pacific.  In  the  same  pe 
net  operating  income  of  our  resou 
based  businesses  grew  to  $53.3  mi 
from  $8.4  million  in  1966,  a  compi 
increase  of  more  than  17%  per  annu 
— Louis  W  Menk 
Chairtnan, 
Burlifigton  Northern 
St  Paul.  Minn. 


We've  graduated 

Sir:  A  box  appearing  on  page  64  of 
Oct.  16  issue  noted  ten  stocks  that 
active  on  the  American  Stock  Exchi 
Allegheny  Airlines  was  among  t 
with  the  notation  that  it  is  ".  .  .  hoi 
of  graduating  to  the  Big  Board." 
graduated  on  May  15,  1978  wheni 
common  stock  began  trading  on  the 
York  Stock  Exchange. 
— David  H  Shipley 
Director-Public  Relations, 
Allegheny  Airlines 
Washiiigto)!,  D  C 


Why  not  better  movies> 

Sir:  Jack  Valenti,  president  of  M(j 
Pictures  Association  of  America,  st| 
es  that  we  are  squandering  Ameil 
largest  asset,  the  entrepreneurs,  the 
takers,  etc.  (Ot0^  Comme)its,  Oct.\ 
With  the  price  of  admission  $3.50  an 
for  such  mediocne  movies,  why  a| 
the  risk-takers  applying  their  asset 
producing  better  movies  worthy  oi 
ticket  price? 
— Albert  I  Riou.x 
Vienna.  Va 


w  .  •  i 

Japan  s  myopia  | 

Sir:  Your  item  "The  Japanese  Mi 
(Trends,  Oct  16)  r^rts  that  the  Japa 
politicians  would  face  serious  proble) 
their  government  stepped  up  impj 
You  don't  hear  Americans  comj 
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More  of  the  hard  work  of  typing 
should  be  done  by  the  typewriter 


The  IBM  Electronic  Typewriter. 

Much  of  the  work  a  secretary  does  at  a  typewriter 
is  not  typing.  It's  stopping  to  do  other  things. 

Like  erasing.  Or  backspacing  to  put  in  an 
underscore.  Or  taking  time  out  to  do  the  mental  arithmetic 
for  setting  up  a  cokimn  format. 

Such  tasks  add  up  to  a  serious  underutilization  of 
high  professional  skills.  They  are  tedious,  time-consuming, 
and  costly.  In  short,  a  problem  area  that  cries  out  for 
a  solution. 

IBM  has  developed  a  solution. 

The  IBM  Electronic  Typewriter*  performs 
most  routine  typing  functions  automatically.  Such  as: 
centering,  word  and  line  underscore,  erasing  (from  a 
single  character  to  a  whole  line),  column  layout  and 
number  alignment.  Plus  a  valuable  new  capability:  phrase 
storage  with  automatic  playout. 


The  net  result  of  all  thi^electronic  help  i§  to  make 
typing  generally  more  productive.  • 

More  of  the  routine  work.of  typing  is  now  done 
by  the  typewriter,  allowing  the  secretary  to  exercise*skill 
and  judgment,  avoiding  much  tedium.  The  entire  typing 
operation  begins  to  be  seen  in  a  new  light:  as  a  productive 
function  serving  a  company's  business  needs. 

And  that,  you'll  agree,  is  certainly  a  big  change  in 
the  nature  of  typing. 

Call  your  IBM  Office  Products  Division 
Representative  for  a  demonstration  at  your  own  office. 


Office  Products  Division 


1  *Avai]able  in  two  models.  Each  offers  a  slightly  different  combination  of  automatic  functions. 


Nettleton. 
Always  distinctive! 

THE  WALL  STREET  JOURNAL. 


Warwick 
tassei  Loafer® 


BuckinKham 
Bal  Saddle 


The  readers  of  these 
publications  are  distinctive.  They 
demand  a  shoe  consistently  distinctive 
enough  to  suit  their  lifestyles.  That's  why 
many  turn  to  Nettleton.  Ties,  slipons,  brogues, 
boots  and  casuals  crafted  of  choice,  imported 
leathers.  With  soft,  glove  leather  linings  and  tough, 
tempered  steel  arch  supports. 

Nettleton.  Distinctive  styling,  uncompromising 
quality,  the  ultimate  in  comfort  for  nearly  a  century. 

Shoes  from  $50  to  $185. 


a  McDonough  Company 

BOX  740,  SYRACUSE,  NEW  YORK  13201 


Call  NETS 
800-448-5527 
For  Dealer  Location 


Readers  Say 


when  they  lose  their  jobs  to  the  Jap 
do  you? 

The  American  voter  doesn't  w 
aggravate  his  political  representati 
complaining  of  a  $12  billion  defic 
Japan  that  has  cost  us  tens  of  thoi 
of  jobs  and  eroded  savings  through 
er  inflation. 

We  should  avoid  offending  the  d 
sensibilities  of  the  Japanese.  It's  rc 
ble  that  we  can't  offer  them  more 
the  electronics  industry,  they  hav 
ready  acquired  most  of  them. 

But  the  Japanese  should  not  d 
There  are  still  some  autos  that  arc 
in  the  U.S. 
—Bradley  Nurpell 
Clevelmid.  Ohio 


Inflation  inflates  esta 

Sih:  It  is  an  oversimplification  for  I 
sor  Cooper  to  say  that  an  estate  wc 
million  in  1978,  and  gifted  out  at  tl 
of  $48,000  per  year,  will  then  be 
$520,000  in  1988  Clhe  Art  Of  W. 
iii}^,"  Oct.  16).  Is  Professor  Cooper 
there  is  no  inflation,  that  an  estate 
$1  million  will  have  no  capital  ap] 
tion  of  its  assets  in  the  next  ten  y« 
There  remains  little  in  the  way 
"tax  dodges"  in  estates  over  $5( 
where  the  owner  desires  the  bulk| 
estate  to  pass  to  his  heirs  and  da 
want  to  give  it  to  charity. 
—R(»i  K.  Wf'ffe 
Vice  Preside)!!. 

Pension  P/anfii?if^  Associates 
/iidianapo/is.  I) id 


Publicly  owned 

Sir:  Jerome  Rabin  is  treasurer  of  I 
International,  Inc.,  which  is  a 
owned  company,  not  a  privately 
company  ('All  Sales  Are  Final."  Oe 
Morlan  International,  Inc.  owns 
erates  21  cemeteries,  not  19. 
— Richard  Kaufman 
Executive  Vice  President, 
Morlan  International.  Inc. 
Philadelphia.  Pa 


Beer  with  this  libbe* 

Sir:  In  your  analysis  of  why  Coo 
lost  some  of  its  popularity  (Oct.  Iv 
failed  to  mention  that  the  col 
president  openly  expressed  oppo 
to  the  Equal  Rights  Amend 
"Don't  underestimate  the  powe 
woman." 
— B.F.  Spears 
El  Paso,  Tex. 
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Postmasters  of  America  Announces 


OFFICIAL  GOLD  ON  SILVER  PROOFS 
OF  AMERICA'S  GREATEST  STAMPS 


The  4?  'Fleet  of  Columbus  Blue  Error,  issued  in  1 893,  is  known 
to  exist  in  only  one  unused  pane  of  50  stamps,  plus  some  indi- 
vidual used  specimens 


The  900  Abraharv  Liricoln  Stamp,  released  in  1869,  is  the 
rarest  and  most  valuable  stamp  featuring  tfie  portrait  of 
Abraham  Lincoln 


ii 


'  'e  24e  Sigr^tng  ol  the  Declaration  of  Independence  Invert 
.  shows  the  Signers  upside  down  due  to  a  printing  error  This 
1869  issue  IS  one  of  the  most  valuable  U  S.  stamps 


The  100  George  Washington  Stamp  released  on  July  1. 
1847 — with  the  bf.  Franklin — was  the  first  general  issue  of  the 
U  S  post  office  It  is  a  key  acquisition  for  important  collections. 


The  Pan-Amencan  Exposition  2e  Fast  Express'  Invert,  illus- 
trated actua!  size  (above)  and  enlarged  to  show  fine  detail,  is  a 
celebrated  rarity.  Only  a  few  sheets  bore  the  invert  error 


he  fifty  most  treasured  and  most  significant  United  States  postage  stamps, 
s  chosen  by  Postmasters  of  Amenca.  Authentically  re-created  ii\ 
4  karat  gold  on  sterling  silver,  in  limited  edition. 


f  the  thousands  of  postage  stamps  issued 
r  the  United  States  Post  Office,  few  have 
:hieved  the  status  of  greatness.  Most 
lecimens  of  these  great  stamps  are  in  major 
ivate  collections,  or  are  housed  in  leading 
useums.  Each  is  a  prized  treasure  and 
•me  are  virtually  priceless. 
Novi^,  as  a  lasting  tribute  and  conmnemora- 
m,  Postmasters  of  America  will  honor  the 
ty  greatest  postage  stamps  ever  issued  by  the 
lited  States  in  a  collection  of  official  gold 
I  .silver  Proofs. 

Each  of  these  great  stamps  will  be  cap- 
red  by  skilled  sculptors  and  engravers  in 
ie  enduring  magnificence  of  24  karat  gold 
iactroplated  on  solid  sterling  silver.  Post- 
asters  of  America  has  appointed  The 
[anklin  Mint,  the  world's  largest  and 
emost  private  mint,  to  re-create  each  gold 
silver  stamp  in  all  its  fine  detail.  And  each 
mp  will  be  minted  in  precious  metals 
th  The  Franklin  Mint's  famed  gem  Proof 
lish,  so  that  the  frosted  sculptured  area — 
■rresponding  to  the  stamp's  intricate 
sign — stands  out  against  a  background  of 
rror-like  brilliance. 

The  greatest  and  rarest  U.S.  stamps 

nee  each  stamp  is  unique,  its  interpreta- 
n  in  precious  metals  is  both  beautiful  and 
iting.  And  to  assure  the  lasting  signifi- 
ce  of  die  collection,  the  stamps  have  been 
ected  for  their  exceptional  rarily,  unique 
tigns,  and  historical  importance  by  Post- 
.Sters  of  America  experts, 
ich  gold  on  silver  stamp  will  be  accom- 


panied by  a  philatelic  commentary,  and  a 
Certificate  of  Authenticity  attesting  to  its  of- 
ficial status  as  an  authentic  re-creation  in 
gold  on  silver  of  one  of  America's  most 
treasured  stamps. 

Significant  price  guarantee 

These  gold  on  silver  Proofs  of  America's 
greatest  stamps  are  available  only  from 
Postmasters  of  America,  exclusively  by  di- 
rect subscription,  and  there  is  an  absolute 
limit  of  one  collection  per  person.  They  will 
not  be  sold  through  stamp  dealers  any^where 
in  the  world. 

The  collection  will  be  issued  at  the  con- 
venient rate  of  one  gold  on  silver  stamp  per 
month.  Despite  recent  increases  in  the  costs 
of  precious  metals,  the  issue  price  of  each  of- 
ficial Proof-quality  24  karat  gold  on  sterling 
silver  stamp  is  just  $19.50.  And  this  issue 
price  will  be  guaranteed  to  each  suhscriber  for 
the  entire  series.  An  attractive  album  will  be 
provided  at  no  additional  cost. 

Subscription  deadline:  December  31, 1978 

The  Postmasters  of  America's  collection  of 
America's  greatest  stamps  in  24  karat  gold 
on  sterling  silver  will  embody  all  the  fea- 
tures tliat  collectors  value  mo.st  highly — 
official  status. ..assured  rarity.. .historical  im- 
portance...uniqueness  of  design. ..and  the 
enduring  beauty  of  gold  on  silver. 

Those  who  wish  to  acquire  this  official 
collection  are  reminded  tliat  all  subscription 
applications  nujst  be  postmarked  by  De- 
cember 31, 1978,  to  be  accepted.  The  subscrip- 
tion rolls  will  dien  be  closed  forever. 


Postmasters  of  America  is  the  official  commemorative  or- 
ganization of  the  National  League  of  Postmasters  and  the 
National  Association  of  Postmasters  of  the  United  States. 
Not  a  part  of  the  U.S.  post  office  or  any  other  government 
agency,  its  purpose  is  to  provide  a  service  to  collectors. 


SUBSCRIPTION  APPLICATION 

OFFICIAL  GOLD  ON  SILVER 
PROOFS  OF  AMERICA'S 
GREATEST  STAMPS 

Must  be  postmarked  by  December  31, 1978. 
Limit:  One  collection  per  subscriber 

Postmasters  of  America 
c/o  The  Franklin  Mint 
Franklin  Center,  Pennsylvania  19091 
Please  enter  my  subscription  for  ttie  Official 
Gold  on  Silver  Proofs  of  America's  Greatest 
Stamps,  issued  by  Postmasteis  of  America, 
consisting  of  fifty  proof  quality  gold  on  ster- 
ling silver  stamps,  to  be  sent  to  me  at  ttie  rate 
of  one  per  month  beginning  in  January 

I  agree  to  pay  $19.50*  for  each  gold  on 
silver  stamp,  monthly  in  advance  of  ship- 
ment. 

'Pius  my  state  sates  tax 
Signature  


.  SU8SCRIPTIONS  * 


Mr. 

Mrs. 

Miss- 


LEASE  PRINT  CLEAR 


Address  . 


City. 


24 


State,  Zip 


1 


//;  Palm  Beach,  Florida,  the  Mark  V 
designers  gathered  to  introduce  a 
most  distinctive  series  of  Designer  [. 
Edition  Marks. 

Each  designer  has  expressed  his  on  u 
personality  in  his  '79  Mark.  The  re- 
sult.four  very  personal  automobiles, 
each  a  Continental  Mark  V  through 
and  through,  yet  each  wearing  its 
individual  designer's  unmistakable 
signature  as  well. 


The  Gartier  Edition  Mark  V 

As  understated  as  a  diamond 
solitaire.  Light  champagne 
with  a  landau  roof. 


Whyis 

Diamond  Shamrock 
one  of  the  strongest 
chemical  companies 
on  earth? 

Because  it  is  so  strong 
under  the  earth. 


The  roots  of  Diamond  Shamrock's  remarkable 
success  go  deeper  than  good  people  and  creative 
chemistry. 

Root  fashion,  they  reach  deep  into  the  earth. 
Into  our  huge  salt  domes.  For  the  brine  we 
electrify  into  chlorine  and  caustic  soda.  Which 


in  turn  jdeld  literally  thousands  of  useful  prod- 
ucts. Useful  to  us.  Useful  to  you. 

And  into  our  oil  and  gas  leases  in  the  U.S. 
From  Alaska  to  the  Gulf  of  Mexico,  Diamond 
Shamrock  is  at  work  expanding  its  domestic 
reservoirs  of  petroleum. 

For  Diamond  Shamrock  brand  motor  oil 
and  gasoline. 

For  natural  gas  and  propane. 

And,  importantly,  for  the  petrochemicals 
out  of  which  we  pull  products  that  range  from 
fertilizer  to  fungicides,  from  asphalt  to  plastics. 

Want  a  handle  on  Diamond  Shamrock? 
Here  it  is.  Day  by  day  ,  this  technologically  inno- 
vative company's  strong  presence  in  domestic 
natural  resources  from  under  the  earth  —  oil, 
gas,  salt  —  is  giving  it  a  stronger  role  in  the 
world's  chemical  future. 

And  in  your  own. 


Diamond 
Shamrock 


The  resourceful  company. 


Diamond  Shamrock  Corporation 

1 100  Superior  Avenue,  Cleveland,  Ohio  441 14 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


CAN  PRICE-WAGE  GUIDELINES  WORK? 


think  so,  but  I  do.  At  least,  to  a  worthwhile  degree. 
)r  one  thing,  they're  not  so  voluntary.  The  government's 
billion  annual  purchasing  clout  and  presidential  power  to 
the  spotlight  on  those  flaunting  the  essential  national 
t, to  curb  inflation  give  the  program  some  teeth.  Sizable 
[uity  can  gain  exceptions. 

iblic  opinion's  a  powerful  thing.  Businesses  and  business- 
i,  large  or  small,  who  rationalize  ignoring  the  effort  rather 
I  sacrificing  some  profit  will  simply  bring  on  the  strait- 
et  of  legislated  control.  Remember,  according  to  the  latest 
up  poll,  over  half  the  American  people  favor  imposing 


legal  price-wage  controls.  Unions,  faced  with  diminished 
public  support  as  a  result  of  some  excessive  demands,  are 
facing  a  wave  of  right-to-work  legislation  in  many  states. 
Their  membership  is  diminishing. 

In  Britain,  under  the  forceful  leadership  of  Labor  Prime 
Minister  fames  Callaghan,  voluntary  wage-price  guidelines 
have  been  largely  effective  for  the  past  three  years. 

If  we  can't  make  it  work  here,  we'll  be  in  for  worse — 
unabated  inflation,  recession,  regulation,  controls. 

Let  us  all  put  our  shoulders  to  the  wheel,  for  the  weal  of 
us  all. 


PRODUCTIVITY  TOO  WILL  BEGIN  CLIMBING 


direct  result  of  the  reduction  in  the  capital  gains  tax.  The 
bination  of  accelerated  depreciation  and  being  able  to  reap 
tter  return  from  investing — risking — one's  money  in  equi- 
will  bring  about  a  climb  in  common  stocks  and  result  in 

new  issues  successfully  issued, 
impanies  will  get  back  to  their  businesses  and  out  of 
king"  [i.e.,  hoarding  their  cash),  because  there'll  be  a 
LT  incentive,  a  greater  return  on  capital  spent.  Modern 
!cs  and  factories  and  improved  products  evaporate  less 
than  inflated  dollars. 

principal  reason  why  employment  has  climbed  and 
tivity  lessened  is  that  many  of  the  new  jobs  have  been 


in  retailing.  As  everyone  who  goes  shopping  in  any  store  but  a 
supermarket  knows,  getting  a  salesclerk  to  execute  a  purchase 
can  be  a  pretty  lengthy  procedure.  There's  no  way — so  far, 
anyway — to  up  a  salesperson's  productivity.  So  when  retail 
sales  boomed,  the  only  way  to  handle  it  was  to  hire  more 
hands,  as  Ben  Weberman  pointed  out  CTorbes,  Nor.  13) 

An  economic  downturn  could  thus  see  a  sharp  rise  in 
unemployment. 

But  as  the  effects  of  the  capital  gains  reduction  are  felt  in 
new  capital  investment,  in  more  efficient  plants  and  more 
plants,  the  problem  will  be  alleviated  and  productivity  will 
climb,  too. 


ON  IRAN,  CARTER'S  DEAD  RIGHT 


the  non-Red  rioting  students  and  those  wanting  greater 
)cracy  in  Iran  are  dead  wrong  if  they  think  toppling  the 
will  accomplish  their  purposes. 

e  clout  that's  brought  Iran  to  a  boil  comes  not  from 
lis  but  from  powerful,  utterly  reactionary  Moslem  funda- 
alist  religious  leaders.  They're  infuriated  with  the  Shah 
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because  he  took  their  lands  and  redistributed  them  to  the 
peasants,  because  he  gave  women  the  right  to  vote  and  to  hold 
legislative  office.  They  are  Qaddafi-like  fanatics  and,  should 
they  get  power,  students  and  liberals  by  the  thousands  will  not 
only  find  they  were  dead  wrong,  but  will  likely  be  dead  too. 
Most  Americans  have  forgotten  that  we  contributed  over 
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$45  million  25  years  ago  to  help  the  present  Shah  restore  his 
rule  after  the  irrational,  radical  Prime  Minister  Mossadegh  had 
caused  him  to  flee  the  country.  At  times  the  arrogance 
spawned  by  nouveau  oil  wealth  made  the  Shah  forget  it  too. 
He's  learned  the  hard  way  that  endless  quantities  of  crown 
jewels  do  not  a  dynasty  make;  that  being  the  son  of  a  colonel 
who  made  himself  ruler  of  Iran  does  not  in  two  generations 
provide  the  stabilizing  traditions  of  a  British  monarchy.  He's 
paying  dearly  for  the  jailing  and  maltreatment  of  some' vocifer- 
ous opponents.  But  this  will  seem  mighty  minor  compared 

KAHN:  NOT  EVEN 

No  biblical  David  or  bible-teaching  Jimmy  will  ever  be  able 
to  slay  our  bureaucratic  federal  Goliath,  but  Forbks  this  year 
names  Alfred  E.  Kahn  for  its  semi-David  award.  Imagine,  as 
chairman  of  the  Civil  Aeronautics  Board,  he  led  the  successful 
battle  to  diminish,  if  not  totally  do  in,  his  particular  piece  of 
regulatory  agency  turf. 

Before  Kahn  had  time  to  acknowledge,  never  mind  reap, 
the  multiple  honors  due  for  this  astounding  achievement,  he's 
instead  been  crowned  with  what  some  consider  a  wreath  of 


with  what  will  happen  to  educated  Western-oriented  Iran 
under  a  totally  new  regime. 

When  President  Carter  said  "our  friendship  and  our  allii 
with  Iran  is  one  of  our  important  bases  on  which  our  er 
foreign  policy  depends,"  he  was  making  a  statement  of  fac 

The  alternative  to  rule  by  fanatics  or  to  Communist  Lefi 
is  a  military  dictatorship  allied  with  the  most  reactioi 
religious  leaders.  The  alternatives  to  the  Shah  all  look  to  be 
far  worse  for  all  concerned — there,  here  and  throughout 
Free  World. 

TIME  FOR  KUDOS 

thorns.  He  did  such  an  able  job  at  the  Civil  Aeronautics  Bt 
that  the  President  drafted  him  to  head  up  the  vitally  im 
tant  voluntary  price-wage  anti-inflation  program.  If  anyt 
can  make  the  complicated  thing  work  to  an  appreci, 
degree,  I  think  Forbes'  semi-David  award  winner  Alfre< 
Kahn  will. 

Blessings  upon  you,  sir. 

And  before  the  bricks  begin  to  rain,  a  thunderous  roun 
applause  for  the  super  job  you  have  just  done. 


ANYONE  WHO*S  WEARING  AN  FCBCD*  BUTTON 

could  almost  be  described  as  lacking  all  his  buttons. 
Before  Camp  David,  the  President's  presidency  was 
looming  as  a  disaster,  not  only  in  the  polls  but  in  fact. 

Unmitigated  loyalty  is  a  rare  and  treasurable  thing. 
But  no  President  is  well  served  by  uncritical  accep- 
tance from  those  whose  advice  he  most  accepts. 

'"For  Carter  before  Camp  David." 


FCBC 


READING  SUGGESTIONS— WITH  SAMPLINGS 

The  Last  Convertible — by  Anton  Myrer 
This  best-seller  is  about  "Americans  who  came  of  age  in  the       Excerpt:  .  .  .  "Why  don't  Harvard  boys  wolf-whistle  more?" 
40's,"  but  as  one  who  did,  I  recognize  few  of  the  characters       "Tljey  re  too  high-born,"  /  told  her,  "they  haven't  put  in  etio 

depicted  or  the  thoughts  they  mouth.  Halfway  through  I  gave  time  around  comer  drugstores." 
up.  This  best-seller's  a  flat  tire.  (CP.  Putnam's  Sons,  $10.95)        ■Well,  the}- should.  How  else  is  a  girl  going  to  know?" 

A  Good  School — by  Richard  Yates 
All  about  the  impact  of  a  school  that  was  not  remotely  mirror,  learning  to  handle  a  cigarette  casually,  ei'eri  gestw 
related  to  a  good  school  on  a  boy  who  gets  off  on  all  the  wrong  u  ith  it  while  talking,  as  if  scarcely  aware  of  having  it  in\ 
feet.  Former  preppies  will  not  recognize  too  much  in  this  fingers:  deciding  which  part  of  his  lips  formed  the  spot  when 
depiction.  (Delacorte  Press/Seymour  Lawrence,  $8.95)  cigarette  might  hang  most  attractively— front  a?id  profile- 
Excerpt:  Grove  spetit  most  of  that  Christmas  vacation  teaching  how  best  to  squint  against  the  smoke  in  both  of  those  views, 
himself  to  smoke.  He  would  soon  turn  seventeen,  and  he  didn't  want  remarkable  thing  about  cigarettes,  he  discovered,  was  that 
to  be  the  fool  of  the  Senior  Club.  added  years  to  the  face  that  had  always  looked  nakedly  yoM 

First  he  had  to  learn  the  physical  side  of  it — bow  to  inhale  than  his  age. 
without  coughing;  how  to  will  his  senses  to  accept  drugged       By  the  time  of  his  seventeenth  birthday  he  was  ready  His  smc 

dizziness  as  pleasure  rather  than  incipient  nausea.  Then  came  the  passed  the  critical  scrutiny  of  his  peers— nobody  laughed— and  st 

subtler  lessons  in  aesthetics,  aided  by  the  use  of  the  bathroom  uas  initiated. 

Diary  of  My  Travels  in  America — Louis-Philippe,  King  of  France,  1830-48 

If  he  hadn't  later  become  King  of  France,  this  diarist's  record  cover  25  miles  and  call  upon  five  or  six  farriers  before  you  find 

of  an  arduous  journey  through  the  United  States  in  1796-97  willing  to  work.  If  the  least  thing  goes  urong  with  a  saddle\ 

would  be  of  most  negligible  interest.  (Delacorte  Press,  $14.95)  clothes,  or  a  boot,  you  cannot  find  a  soul  to  make  repairs.  One 

Excerpt:  The  indolence  and  churlistmess  of  the  workingmen  a  cobbler  amu  ered  us,  "Yes,  I'm  a  shoemaker,  and  sometirn\ 

around  here  are  unparalleled  When  a  horse  throws  a  shoe,  you  can  work,  but  I'm  not  in  the  mood  right  now. " 
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Heiress — by  William  Wright 

low  a  very  rich,  bright  lady,  Marjorie  Merriweather  Post,  said  that  her  daughters  were  entering  their  teens  and  their  many 
a  very  rich,  bright  hfe — quite  unUke  the  few  others  in  her  beaux  and  houseguests  made  Hogarcito  inadequate.  This  is  a  bit 
onomical  income  class.  (Simon  and  Schuster,  $12.50)  like  ShaJj  Jahan's  saying  he  built  the  Taj  Mahal  because  he  had  no 

xcerpt:  Explaining  why  she  bad  built  Mar-A-Lago,  Marjorie   place  to  put  the  remains  of  his  wife. 

From  the  Picture  Press — edited  by  John  Szarkowski 
Fascinating  newspaper  photographs  that  made  up  a  Museum 
of  Modern  Art  show  in  1973.  Even  more  absorbing  now  than 
then  is  this  foursome's  dance  before  their  political  demise,  and 
a  youthful  Howard  Hughes  ticker  tape  parade  in  Mayor  La- 
Guardia's  day.  (The  Museum  of  Modem  Art,  N.Y.,  $3.95) 


Nov.  1,  1968:  (1.  to  r.)  Agneiv, 
Nixon,  Romney  and  Rockefeller 

In  the  Deserts  of  This 

you're  worried  about  the  stock  market,  inflation,  the 
die  East,  Carter,  energy,  the  recession,  unemployment  or 
;hing  at  all  for  that  matter,  don't  waste  your  time.  Uwe 
rge  takes  what  economists  call  the  long  view:  100  million 
s  from  now  our  species  will  be  extinct.  (Harcourt  Brace 
novich,  $14.95) 

xerpt:  In  that  remote  future  the  sandblasting  jets  [of  sand] 

WHY  IS  IT  SO  MANY 

feel  the  need  to  feel  superior  to  others? 


July  1938:  (I.  to  r. )  Howard  Hughes, 
Mayor  La  Guardia,  Grover  Whalen 

Earth — by  Uwe  George 
ranging  around  a  languidly  rotating  earth  will  wear  away  the  strata 
of  rock  in  which  the  petrified  remains  of  our  own  species,  our  own 
civilization,  lie  embedded.  Along  with  innumerable  petrified  leg,  arm 
and  skull  bones,  vast  numbers  of  our  tools  will  come  to  light — 
segments  of  computers  and portions  of  industrial plants  that  today  are 
contributing  to  the  destruction  of  the  atmosphere.  The  most  common 
fossils  undoubtedly  will  include  the  remnants  of  our  weapons. 

ONLY  GOD  IS  IN  A  POSITION 

to  look  down  on  anyone. 


A  STABLE  DOLLAR  MEANS  LESS  INFLATION 


By  M.S.  Forbes  Jr. 


The  Carter  Administration's  dra- 
matic, long  overdue  actions  to  defend 
the  dollar  against  other  currencies  al- 
ready insure  initial  success  for  the 
President's  anti-inflation  program — if 
these  dollar-propping  moves  are  vigor- 
ously pursued.  They  should,  in  com- 
ng  months,  knock  two  to  three 
joints  off  the  underlying  rate  of  infla- 
;ion,  now  running  in  double  digits. 

Only  recently  have  economists  be- 
?un  to  perceive  how  much  a  falling 
:urrency  can  contribute  to  a  country's 
nflation.  Examine  the  devaluations 
hat  took  place  after  World  War  n  and, 
n  the  majority  of  instances,  the  result 
vas  higher  domestic  prices.  The  ex- 
;eptions,  such  as  France  in  1958  and 
igain  in  1969,  were  cases  where  the 
lepreciation  on  the  international  ex- 
:hange  markets  was  paralleled  with 
neaningful  anti-inflationary  mea- 
ures  at  home. 

Unfortunately,  the  financial  men 
iround  Carter  are  still  captivated  by 
he  theory  that  the  way  to  change 
'our  balance-of-trade  picture  is  to 
hange  the  value  of  your  money  vis-^- 
'is  that  of  other  countries.  A  devalu- 
tion  means  your  exports  become 


cheaper,  your  imports  more  expen- 
sive. Ergo,  your  exports  will  increase, 
your  imports  decrease — voild — your 
balance-of-payments  deficit  is  turned 
around. 

That's  the  theory.  Yet  within  three 
years  of  most  of  the  devaluations  that 
have  taken  place  since  World  War  E, 
the  country's  balance  of  trade  was  no 
better  than  before,  and  the  country 
was  faced  with  serious  inflationary 
pressures  to  boot. 

The  U.S.  dollar,  for  example,  was 
devalued  sharply  between  1971  and 
1973,  and  we  got  the  torrid  inflation 
of  1973-74.  The  dollar  has  plummeted 
again  in  the  past  18  months  and  infla- 
tion has  doubled  from  5%  to  10%. 

Of  course,  there  are  other  factors 
causing  the  rise  in  prices,  but  the  role 
played  by  the  falling  dollar  has  been 
underestimated. 

Although  discredited  by  events,  the 
traditional  theory  on  the  efficacy  of 
devaluations  still  exerts  a  formidable 
grip  on  the  minds  of  many  econo- 
mists. At  the  first  sign  that  the  dol- 
lar's decline  has  been  halted.  Carter's 
economic  advisers  may  well  be 
tempted  to  retreat  into  a  quasi-pas- 
sive role. 

Because  of  our  long  neglect  of  the 
dollar,  however,  the  U.S.  must,  if  any- 


thing, overcompensate  in  supporting 
its  money.  A  halfhearted  follow- 
through  would  once  more  unleash 
enormous  speculative  pressures.  The 
Carter  program  plans  to  mobilize  $30 
billion  to  defend  our  currency,  but 
there  are  more  than  $500  billion  dol- 
lars abroad.  Confidence  is  paramount 
to  the  program's  success. 

The  benefits  of  such  a  commitment 
will  be  enormous. 

A  firm  dollar  will  remove  the  um- 
brella that  has  enabled  our  auto  pro- 
ducers and  other  manufacturers  to 
boost  their  prices  because  of  the  rising 
prices  of  imports.  It  will  reduce  the 
enormous  pressure  OPEC  is  under  to 
hike  oil  levies  sharply  in  January.  It 
will  lead  to  lower  money  growth.  It 
will  permit  eager  foreigners  to  do  what 
they  have  been  afraid  to  do  because  of 
our  currency's  slide — pour  billions  of 
overseas  dollars  back  into  the  U.S. 
This  significant  inflow  of  capital  will, 
in  turn,  ease  the  upward  push  on  inter- 
est rates  being  exerted  by  the  Federal 
Reserve's  tight  money  policies. 

The  stable  greenback  will  have  one 
other  beneficial  result:  By  helping  to 
ease  inflation,  it  will  reduce  pressure  on 
the  Administration  to  turn  its  "volun- 
tary" wage  and  price  guidelines  into 
full-fledged  controls. 
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Other  Comments 

often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. — MSF 


Iranians,  Please  Note 

In  the  18th  century,  the  Bastille  was  a 
symbol  of  everything  that  enlightened 
spirits  detested  about  the  aucieii  r<?gime, 
but  when  it  fell  to  the  Revolution  it  con- 
tained only  seven  prisoners.  The  Revolu- 
tion immediately  began  crowding  pris- 
ons in  a  way  that  would  never  have  oc- 
curred to  French  monarchs. 

— Tlje  New  Yorker 


No  Route  to  HeU 

One  time,  the  CAB  had  recommended 
giving  Pan  American  World  Airways 
nonstop  flights  between  Dallas-Ft. 
Worth  and  London.  Carter  awarded  the 
route  to  Braniff  Airways.  [CAB  Chair- 
man] Kahn  publicly  disputed  the  ruling 
and  considered  resigning.  "Then  I  count- 
ed to  24,"  he  recalls,  "and  decided  to  stay 
because  I  was  having  such  a  good  time." 
Kahn's  wit  makes  his  independence  easi- 
er to  take.  During  one  meeting  he 
snapped,  "Every  two  minutes  I  feel  like 
telling  Pan  Am  to  go  to  hell."  Later  he 
quipped,  "I  want  to  make  clear  that  I  was 
not  offering  Pan  Am  a  new  route." 

— Tit}ie 


Books  and  Trees 

If  you  are  too  obsessed  with  the  profit- 
ability of  every  book  you  publish  and 
aren't  influenced  by  quality,  originality 
or  the  character  of  the  work,  your  profits 
in  the  long  run  may  suffer.  It's  like  the 
nursery  business — growing  trees.  You 
must  be  patient  enough  to  let  the  trees 
grow  to  a  certain  size.  You  can't  be  pull- 
ing them  up  by  the  roots  to  see  if  they're 
setting  right.  There  must  be  balance  be- 
tween good  business  practice  and  a  love 
of  books. 

— Publisher  Charles  Scribnerjr., 
BeniarcLsiil/e  News 


More  Than  They  Realize 

when  Dave  and  Tracy  Morgan  fin- 
ished making  out  their  federal  income 
tax  return  this  year,  they  found  that  they 
were  sending  Washington  $2,031,  or 
11.3%  of  their  $18,000  income.  Not  too 
bad,  really,  they  thought. 

But  .  .  .  when  they  add  in  all  the  taxes 
they  pay,  including  all  of  the  state  and 
local  levies  on  incomes,  property  and  re- 
tail sales,  the  toll  on  an  income  barely 
above  average  comes  to  about  $1  out  of 


every  $3  that  the  Morgans,  the  parents  of 
two  teenage  children,  earn. 

Federal  income  and  social  security 
taxes  take' $2,996.  Property  taxes  siphon 
off  $1,600.  Sales  taxes  garner  $200.  State 
income  taxes  carve  out  $500. 

Besides  these,  there  are  a  myriad  of 
other  levies  on  liquor,  utilities,  cigarettes 
and  admissions. 

—I  '..S.  News  &  World  Report 


He  Has  No  Comment 

The  FBI  said  it's  searching  for  32-year- 
old  computer  consultant  Stanley  Mark 
Rifkin,  believed  to  have  stolen  $10.2  mil- 
hon  from  Security  Pacific  Bank.  He  has 
been  charged  with  "interstate  transporta- 
tion of  stolen  property"  and  a  federal 
warrant  has  been  issued  for  his  arrest.  .  .  . 

Mr.  Rifkin  could  not  be  reached  for 
comment.  — Wall  Street  Journal 


Feel  Free 

I  think  the  moment  you  have  pub- 
lished a  book,  it's  not  any  more  your 
private  property.  It  belongs  already  in  a 
way  to  humanity.  If  it  has  value,  every- 
body can  find  in  it  what  he  finds,  and  I 
cannot  tell  the  man  I  did  not  intend  it  to 
be  so.  It's  like  you  have  a  son,  and  this 
son  marries  a  girl  whom  you  don't  like. 
You  can  say  to  your  son,  "I  did  not  in- 
tend that  you  marry  this  girl."  But  your 
intention  is  not  important  for  him.  He  is 
doing  what  he  wants. 


'Why.  Hail}'!  You  look  like  a  million  yen!" 

Holland — London  Sunday  Telegraph 


The  same  thing  is  true  about  wha 
we  create.  Once  we  have  created  t 
they  get  an  independent  kind  of  life, 
everyone  can  find  in  them  some) 
which  he,  the  writer  who  writes  a  s 
does  not  see.  I  may  think  that  the  c: 
distort,  but  from  their  point  of  view 
are  not  distorting.  I  just  don't  critic 
just  let  it  go.  I  say  to  myself,  "I  have 
mine,  let  them  do  what  they  want.' 

— Isaac  Bashevis  S: 
quoted  by  Morton  H 
in  the  New  York  Times  .\la^, 


One  Man's  Navy 

Boston's  premier  shipping  king  i 
early  years  of  the  1 9th  century  was  T 
as  Handasyd  Perkins.  .  .  .  When  G 
Washington  asked  him  to  be  the 
Secretary  of  the  Navy,  he  was  ab 
answer  quite  honestly  that  since  he  o 
more  ships  than  the  U.S.  Navy,  he  the 
he  was  more  needed  in  his  own  busi 
— Joseph  Thorndike  Jr.,  The  Ver, 


He'll  [former  CAB  Chairt 
Kahn]  be  good  at  ferreting 
areas  where  prices  mi 
come  down.  If  he  doesnt 
ceed.  Carter  will  need  a 
approach,  not  a  new  perse 
—Elizabeth  Bo 
member  of  the 


Whose  Costs  Rise  Fast« 

Each  day  we're  reminded  of  I 
Sam's  exasperation  with  rising  ho: 
costs.  Yet  in  1977,  when  civilian  ho: 
costs  rose  14.4%  per  inpatient  da 
tionally,  the  federal  hospitals'  ta 
creased  by  an  average  of  19%  to 
depending  on  the  operating  ag 
Thanks  to  American  Hospital  Si 
Corp.  (AHSC)  for  unearthing  the  dc 
wasn't  easy  because  the  Veterans 
ministration.  Pentagon  and  P 
Health  Service  refused  all  reqi 
AHSC  finally  made  an  end  run  by  ar 
ing  what  each  agency  charges  "oi 
ers"  hospitalized  in  their  facilitie 
law,  the  charges  must  reflect  true  c 

—Tfje  Bh 

Hospital  Association  of  Pennsyl 


Time  &  Happiness 

And  how  does  the  former  Pres 
like  the  new  Betty  Ford?  "Jerry  F 
like  most  husbands,"  said  one  cor 
sional  pal  fondly.  "He's  happy  with 
thing  that  makes  her  happy  that  dc 
require  too  much  of  his  time." 

— f 
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when  Dave  and  Tracy  Morgan  fin- 
ished making  out  their  federal  income 
tax  return  this  year,  they  found  that  they 
were  sending  Washington  $2,031,  or 
11.3%  of  their  $18,000  income.  Not  too 
bad,  really,  they  thought. 

But .  .  .  when  they  add  in  all  the  taxes 
they  pay,  including  all  of  the  state  and 
local  levies  on  incomes,  property  and  re- 
tail sales,  the  toll  on  an  income  barely 
above  average  comes  to  about  $1  out  of 


,  It's  comforting  to  know 
■  you  can  lose  your  heart 
without  losing  your  head. 

'  It's  rather  easy  to  lose  your  heart  to  the  Olds  98  Regency. 

After  all,  the  Oldsmobile  commitment  to  quality  and  luxury  is  reflected  in 
every  detail.  Classic  lines.  An  environment  that  surrounds  you  with  fine  appointments. 

Yes,  the  Olds  98  Regency  was  designed  to  appeal  to  your  heart,  to  your  desire 
for  creature  comforts.  But  beneath  all  that  luxury  is  a  fine-tuned  machine  with  surprising 
maneuverability  in  city  traffic  and  a  smooth,  big  car  ride.  Its  trim  size  is  easy  to  park. 
And  its  efficient  design  permits  room  for  six  inside,  and  over  20  cubic  feet  of 

luggage  space.  Finally,  compare  Regency's  price  to  that  of  other  cars 
' . : :  of  its  size  and  luxury.  Then  you'll  see  why  we  call  it  the 

,     thinking  man's  luxury  car.  Test-drive  one  soon,  rj] 


Have  one  built  for  you. 


u 


Stauifer's  earnings  last  year 
1/ere  up  for  the  6th  year  in  a  ro 
more  than  tripling  since  1 972 

n  the  same  period,  . 
Stauffer's  dividend  rate  doubled 
and  increased  again  in  78. 


YEAR-END  DIVIDEND  RATE  2  00* 
PER.SHABE    _^ ,      .      .  r— I . 


1972  1973  1974  1975  1976  1977  1978 
As  of  April  30 


That's  not  typical 
for  chemical  companies, 
but  then  again,  we're  not 
a  typical  chemical  company. 
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ould  American  corporations  quit  South  Af- 
ta?  "Definitely  not  J'  says  the  country's  most 
pminent  black  leader. 

South  Africa:  U.S., 
don't  go  home 


By  John  Train 


T  MORE  THAN  25  U.S.  Corporations 
.  this  year  resolutions  have  been 
^proposed  for  inclusion  in  proxy 
ments,  calling  on  companies  like 
i-Cola  and  GM  to  quit  doing  busi- 
in  the  Republic  of  South  Africa, 
roid  has  already  acceded.  Students 
anstrating  at  dozens  of  universities 
;  placards  demanding  that  their 
ees  sell  the  stocks  of  companies  that 
jusiness   in   South   Africa.  Some 


schools  have  done  so.  Doing  business 
with  South  Africa,  the  protesters  insist, 
supports  social  injustice  and  the  exploi- 
tation of  blacks. 

The  quit-South  Africa  argument 
sounds  plausible,  given  the  American  be- 
lief in  democracy  and  equality.  But  is  it? 
Absolutely  not,  says  the  most  popular 
leader  of  South  African  blacks,  Gatsha 
Buthelezi.  This  champion  of  black  rights 
is  the  elected  chief  minister  of  KwaZulu, 
the  Zulu  homeland,  and  founder  and 
chairman  of  Inkatha,  the  National  Cul- 
tural Liberation  Movement  w^hose  first 


bulletin  was  seized  by  the  police  last 
year.  A  recent  poll  gave  him  a  two-to-one 
advantage  over  his  nearest  competitor  as 
the  recognized  leader  of  black  South  Afri- 
ca generally. 

His  credentials  as  a  nationalist  leader 
are  impeccable.  Only  last  summer  he 
was  brought  to  the  U.S.  by  the  National 
Urban  League  and  he  attacked  his  coun- 
try's white  government  in  strong  lan- 
guage. He  spoke  of  "unschooled  Boers 
[who]  joined  hands  with  the  scum  of 
Europe  to  behave  with  crass  stupid- 
ity. .  .  ."  He  said;  "You  know  that  apart- 
heid is  so  ugly  that  it  can  only  survive  if 
it  is  enforced  with  the  barrel  of  a  gun." 
He  warned  South  African  whites: 
"Whites  should  realize  that  they  will 
have  no  peaceful  future  at  all  without 
sharing  it  with  the  blacks." 

And  yet  here  is  this  same  antiapart- 
heid  nationalist  leader  almost  begging 
U.S.  firms  not  to  cease  doing  business  in 
his  country. 

In  a  meeting  in  a  village  on  the  Tugela 
River,  in  Zulu  territory  near  the  Mozam- 
bique border,  and  in  a  subsequent  tele- 
phone conversation,  Buthelezi  was  inter- 
viewed by  Forbes  columnist  John  Train, 
whose  report  follows: 

A  strongly  built  man,  looking  younger 
than  his  50  years,  the  chief  talks  with 
rapid  intensity.  The  black  leader  was 
blunt  about  it:  American  business,  he 
said,  was  a  welcome  force  for  change. 
Said  Buthelezi,  "Some  of  your  superliber- 
als  in  America  have  got  the  whole  issue 
exactly  upside  down.  They  seem  to  think 
it  is  immoral  for  American  companies  to 
invest  here,  but  irresistably  profitable. 
The  truth  is  the  opposite.  It  is  morally 
imperative  that  American  firms  remain 
active  here — and  support  us  in  our  strug- 
gle— even  though  the  business  aspects 
may  well  present  problems.  We  have 
been  passing  through  difficult  times  and 
will  doubtless  pass  through  more  in  the 
future.  It  may  be  that  from  a  purely  fi- 
nancial standpoint  there  will  be  disap- 
pointments, remembering  that  labor 
costs — meaning  black  labor — are  rising 
fast.  But  morally,  yes!  My  people  want 
you  and  need  you  here,  just  as  we  need 
the  whites  and  the  whites  need  us. 

"The  uninformed  liberals  abroad  who 
would  like  to  see  a  violent  confrontation 
in  my  country  are  working  for  the  very 
thing  that  everybody  here  most  wants  to 
avoid,  although  it  may  happen.  Black  and 


•kIsIm  Buihelezi  addressing  his  Inkatha  party  in  Durban 

uninformed  liberals  abroad  who  would  like  to  see  a  violent  confrontation 
I  country  are  working  for  the  thing  everybody  here  wants  to  avoid." 
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white  alike,  our  need  is  for  peaceful 
change,  and  foreign  investment  is  one  of 
the  best  agents  of  that  change. 

"Here  is  why:  Foreign  investment  cre- 
ates jobs.  Jobs  bring  money  to  the  blacks, 
viho  are  by  far  the  majority  of  all  indus- 
trial labor — 71.6%,  to  be  precise.  Money 
means  power.  And  working  in  industry 
also  gives  the  black  man  the  training  and 
experience  that  he  will  need  to  assume 
his  rightful  place  in  our  country — just  as 
he  did  in  yours. 

"One  black  journalist,  whom  I  will 
quote  without  comment,  has  also  point- 
ed out  that  the  classical  Marxists  always 
emphasized  that  capitalist  industrializa- 
tion, as  it  develops,  revolutionizes  tradi- 
tional relations  and  thus  revolutionizes 
people's  minds;  Lenin,  this  black  jour- 
nalist added,  stressed  constantly  that 
capitalist  industry  eliminates  the  slave 
mentality  among  workers  and  lifts  them 
to  the  point  where  they  demand  a  full 
share  in  society. 

"As  industry  expands,  propelled  by  do- 
mestic and  foreign  investment,  a  severe 
shortage  of  qualified  men  is  increasingly 
appearing,  and  black  people  are  of  neces- 
sity being  advanced  to  more  responsible 
positions.  The  government  has  not  only 
accepted  this  but  made  it  a  matter  of 
policy.  So  I'd  say  that  further  improve- 
ment in  black  labor  conditions  is  irre- 
versible unless  something  happens  to 
cause  the  economy  to  slow  down — such 
as  a  withdrawal  of  foreign  investment. 
As  the  process  continues,  the  role  of 
blacks  in  South  African  industrial  man- 
agement will  become  critical,  which  will 
give  us  more  and  more  economic  and 
political  leverage.  Our  demands  are  thus 
increasingly  likely  to  be  met,  as  long  as 
we  maintain  the  pressure  at  other  points. 

"Mind  you,  although  pressure  on  the 
government  in  Pretoria  must  be  kept  up, 
I'm  not  in  favor  of  just  any  kind  of  pres- 
sure. Some  kinds  are  extremely  effective, 
and  American  firms  should  apply  them. 
Pressures  in  sport  have  had  good  results, 
and  I  applauded  the  arms  embargo  as  a 
meaningful  bit  of  symbolism.  But  the 
pressure  to  disinvest,  which  brings  mis- 
ery to  my  people,  slows  development  and 
may  lead  to  the  loss  of  all  we  are  achiev- 
ing: That  is  worse  than  simplistic  think- 
ing; it  is  reckless  and  dangerous." 

Buthelezi  pointed  across  the  river  to 
the  barren  hills  beyond,  dotted  by  the 
huts  of  subsistence  farmers.  He  contin- 
ued: "Johannesburg  isn't  Africa,  any 
more  than  New  York  is  America.  It  is 
extraordinarily  arrogant  of  visitors  to 
prescribe  what's  best  for  my  people  on 
the  basis  of  a  limited  exposure.  When  I 
hear  them  calling,  with  more  enthusi- 
asm than  wisdom,  for  an  end  to  Ameri- 
can investment,  I  say  the  same  thing  to 
them  that  I  say  to  some  people  in  Preto- 
ria who  want  to  prescribe  at  a  distance 
what's  best  for  KwaZulu.  'To  hell  with 
you,'  I  say. 
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"You  know,"  said  Buthelezi,  shaking 
his  head,  "your  superliberals  don't  seem 
to  want  to  learn  what  conditions  here  are 
really  like.  Many  influential  persons 
from  abroad  come  to  South  Africa.  They 
arrive  in  Johannesburg  and  stay  in  the 
Carlton  Hotel  and  see  lots  of  clever  and 
important  people.  They  think  they  know 
what  is  happening.  But  they  don't  get 
around  the  country.  They  don't  come 
here  to  Kw^aZulu.  They  don't  see  me,  and 
they  don't  see  my  people.  Still,  they  want 
to  tell  us  what  to  do. 

"Often  they  don't  seem  aware,  or  even 
want  to  hear,  of  the  remarkable  gains  we 
have  made  in  the  last  few  years." 

Black  mine  workers  have  made  tre- 
mendous earnings  gains  in  recent  years. 
Though  their  wages  are  low  by  U.S.  or 
European  standards,  they  are  paid  as 
much  as  ten  times  what  black  workers 
earn  elsewhere  in  southern  Africa.  While 
this  may  still  sound  like  exploitation,  it 
is  several  times  what  blacks  make  in 
black-ruled  countries  that  lack  substan- 
tial U.S.  investment. 

"And  some  of  that  is  thanks  to  the 
American  companies,"  the  chief  said. 
"They  pay  more,  offer  better  conditions 


"Some  of  your  superliberals  in 
America  have  got  the  whole 
issue  exactly  upside  down. 
They  seem  to  think  it  is  im- 
moral for  American  compa- 
nies to  invest  here,  but  irresis- 
tably  profitable.  The  truth  is 
the  opposite" 


and  local  companies  have  to  follow  suit 
to  be  competitive  in  the  labor  market. 


"But  it's  very  important  that  your 
American  companies,  when  they  come 
here,  do  more  than  just  invest.  They 
must  take  an  active  role,  not  just  a  pas- 
sive one.  They  should  have  a  commit- 
ment to  peaceful  change  in  South  Africa, 
which  means  more  than  being  model 
employers,  more  than  giving  a  good  ex- 
ample, useful  though  that  is.  It  means 
exercising  influence  wherever  they  can 
to  promote  peaceful  change.  If  we  don't 
have  peaceful  change  here  we're  all  too 
likely  to  have  violent  change,  which 
none  of  us  wants,  not  blacks,  not  whites, 
not  Americans,  not  foreign  investors — 
only  certain  groups  that  we  both  know." 

I  nodded.  Chief  Buthelezi  kept  coming 
back  to  the  same  theme:  that  those  for- 
eigners and  local  radicals  who  call  for 
bloody  revolution  in  South  Africa  are  less 
interested  in  the  welfare  of  the  South 
African  blacks  than  they  are  in  proving  a 
political  point. 

"I  often  wonder  what  those  blood- 
thirsty gentry  are  really  up  to.  I  suspect 
that  they  are  trying  to  stir  up  the  pot 
dovm  here,  advocating  policies  that  are 
likely  to  lead  to  violence,  not  for  reasons 


that  have  much  to  do  with  our  stn 
for  decent  conditions  but  instead  are 
jections  of  political — and  indeed 
tional — needs  of  their  own.  Their 
ions  seem  to  flow  from  their  politics^^ 
needs,  their  conditions,  not  from  our 
ditions.  I  wish  they  would  give  vei 
their  talents  on  some  other  battlei 
They  aren't  benefiting  my  people. 

"The  first  need  of  the  impoveri 
black  man  is  for  money  to  feed  his  fa 
and  to  permit  him  a  little  freedo: 
action.  What  kind  of  struggle  for 
pendence  can  you  wage  from  a  lev 
utter  impoverishment?  I  am  a  stude 
history,  and  I  know  that  in  the  past 
ger  has  caused  many  revolutions.  Bu 
also  true  that  an  army  marches  o 
stomach. 

"All  too  often  your  hard-liners  in 
towers  abroad  are  playing  into  the  h 
of  the  right  wing  here.  When  they  ca 
a  slowdown  of  investment,  or  actua; 
investment,  they  call  for  an  aggrav; 
of  exactly  the  conditions  that  wf 
struggling  against.  What  we  demanc 
more  equitable  share  of  the  benefits 
investment — both  foreign  and  do 
tic — is  bringing  about:  education, 
human  dignity.  Things  are  impro 
but  they  will  slow  down  drastical 
foreign  investment  dries  up  and  3 
mate  of  peaceful  change  is  replace 
one  of  fear." 

South  Africa  is  not  Rhodesia,  w 
263,000  whites  rule  6.6  million  bl; 
the  South  African  whites  are  4.3  mi 
strong.  They  are  not  recent  color 
many  of  their  ancestors  arrived 
centuries  ago,  at  about  the  same  titni 
ancestors  of  the  present  blacks  m 
into  the  then  almost  empty  terri 
The  whites  are  well  armed  and  d 
mined,  their  backs  to  the  wall.  Thai 
not  going  to  be  driven  out  or  wiped 
Thus  the  only  alternative  to  perpi 
bloodshed  is  peaceful  compromise; 
saying  so,  Buthelezi  has  annoyed  thi 
tremists  both  of  the  left  and  the  1 
His  retort  to  both  sets  of  extrem 
Your  violent  rhetoric  makes  con 
mise  difficult. 

"Already,"  said  Chief  Buthelezi, 
Afrikaners  are  feeling  the  wind  of 
Already,  as  one  says  here,  they  are  c 
ing  into  the  laager  [ an  encampment 
tected  by  a  circle  of  wagons],  giving 
tionary  forces  an  excuse  for  represi 
It's  fear  that  makes  them  draw  intt 
laager,  fear  that  is  the  chief  impedii 
to  peaceful  change.  Certain  carefully 
culated  pressures  and  influences 
abroad  are  fine;  but  generalized  ex 
sions  of  hatred  and  encouragemei 
violence  are  disastrous. 

"The  different  races  here  in  Soutl 
rica  know  they  need  each  other, 
superliberals  abroad  don't  unders 
that  at  all.  We  know  that  there  can  I 
South  African  economy  within  w 
we  can  all  prosper  without  the  mana 
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and  technical  skills  that  the  whites 
ssess,  or  the  jobs,  advanced  technology 
d  other  benefits  brought  in  by  foreign 
ifestment.  It  is  a  wild  fantasy  to  sup- 
se  that  if  the  whites  were  somehow 
ven  away,  the  economy  could  func- 
in  at  all.  Blacks  are  not  ready  to  assume 
;ir  positions,  and  won't  be  for  a  long, 
ig  time.  The  last  thing  my  people  want 
to  bring  industry  to  a  standstill. 
'I  do  not,  however,  favor  foreign  in- 
itment  on  miy  terms.  We  want  foreign 
^estors  who  observe  the  Sullivan  Code 
d  other  such  codes  of  conduct  and  who 
irk  for  economic  and  political 
ange." 

iuthelezi  was  referring  to  the  code  of 
iporate  conduct  promulgated  by  the 
verend  Leon  Sullivan,  which  has  been 
;ierally  accepted  by  U.S.  firms  operat- 
;  in  South  Africa,  whether  directly  or 
ough  affiliates.  Its  six  points  are  the 
ilowing: 

f..  Nonsegregation  of  the  races  in  all 
ling,  comfort  and  work  facilities. 

Equal  and  fair  employment  practices 
all  employees. 

;,  Equal  pay  for  all  employees  doing 
lal  or  comparable  work  for  the  same 
lod  of  time. 

.  Initiation  of  and  development  of 
ning  programs  that  will  prepare,  in 
istantial  numbers,  blacks  and  other 
whites  for  supervisory,  administra- 

clerical  and  technical  jobs. 
.  Irfcreasing  the  number  of  blacks  and 
er  nonwhites  in  management  and  su- 
visory  positions. 

.  Improving  the  quality  of  employ- 
'  lives  outside  of  the  work  environ- 
nt  in  such  areas  as  housing,  trans- 
itation,  schooling,  recreation  and 
1th  facilities. 

By  and  large  though,"  says  Buthelezi, 
nerican  companies  are  leaders  and 
so  recognized  in  this  campaign, 
•ir  presence  does  a  lot  of  good,  in 
re  than  just  the  economic  sphere. 
;y  pay  exceptionally  high  wages  and 
r  good  conditions.  As  a  result,  the 
-^r  companies  have  to  raise  wages 
:  improve  conditions  to  remain  com- 
,  tive  in  the  labor  market.  Thus,  the 
i  mdary  results  of  your  mvestment  are 
'  beneficial, 
think  of  such  companies  as  Ford, 
r  ch  has  given  a  good  example  in  pro- 
ng housing  and  in  eliminating  dis- 
!  lination  in  eating  facilities,  and  of 
i'Oco,  which  has  provided  loans  for 
1 1  sing.  Polaroid  set  up  an  excellent  edu- 
i:on  fund,  but  then  unfortunately  left — 
l  er  pressure — although  the  fund  car- 
!  on.  I  was  sorr>'  Polaroid  was  pres- 
1  d  into  withdrawing." 

asked  Chief  Buthelezi  if  he  thought 
:  ign  firms  should  be  encouraged  to 
■i;st  in  the  so-called  black  homelands 
3  er  than  South  Africa  proper. 

have  a  strong  opinion  on  that/'  the 
!  f  replied    "I  am  opposed  to  the 


homelands  policy.  The  homelands  are  a 
way  for  Pretoria  to  shed  its  responsibil- 
ities and  to  disenfranchise  whole  seg- 
ments of  the  South  African  population.  I 
don't  want  it  to  succeed.  These  are 
places,  not  just  political  concepts;  they 
have  people  living  in  them — my  people. 
And  some  of  these  areas  are  being  by- 
passed by  development. 

"It's  essential,  in  the  interests  of 
peaceful  evolution  here,  that  nobody  be 
left  behind  and  that  every  region  should 
be  included  in  the  development  process 
as  far  as  possible.  People  must  feel  that 
they  have  a  stake  in  the  success  of  our 
country. 

"As  chief  minister  of  KwaZulu  I've 
been  pushing  for  what  I  call  'tri'  compa- 


attractive  prices.  The  skin  color  of  the 
participants  is  irrelevant  if  they  do  the 
job,  and  besides,  that  approach  is  based 
on  Pretoria's  ideal  of  racial  homogeneity 
for  the  homelands,  which  I  oppose  any- 
way. So  to  me  it's  a  good  thing  if  Ameri- 
can firms  come  to  South  Africa,  and  best 
if  they  come  to  the  undeveloped  home- 
lands, where  they  will  get  the  warmest  of 
welcomes. 

"My  friend  Ambassador  Andrew 
Young  is  hated  and  vilified  by  many  peo- 
ple in  South  Africa,  but  I  want  to  say  that 
I  think  he  is  one  of  the  greatest  friends  of 
my  country,  a  great  ally  of  all  the  people 
of  South  Africa,  not  just  the  blacks.  He 
supports  American  investment  here  for 
the  same  reasons  I  do.  He  saw  the  same 


Buthelezi  ivith  US  Amhassador  to  the  I'M.  Andreiv  Young 

"He  saw  the  same  thing  happen  in  your  South  that  I  want  to  see  happen  here: 
violence  being  defused  by  more  and  more  economic  opportunity." 


nies,  which  draw  on  local  black  business- 
men, some  white  businessmen  for  their 
expertise  and  various  forms  of  govern- 
ment support." 

I  mentioned  that  one  of  the  problems 
of  the  "minority-owned"  businesses  en- 
couraged by  the  American  government 
had  been  that  the  availability  of  large 
amounts  of  easy  money  encouraged  un- 
sound projects.  The  system  in  the  U.S. 
often  favored  entrepreneurs  who  were 
better  at  wire-pulling  and  filling  out 
forms  than  at  actually  starting  and  run- 
ning small  businesses,  an  extremely  diffi- 
cult trick  at  best. 

Buthelezi  was  intrigued  by  this  point. 
"We're  very  conscious  of  the  problem," 
he  replied.  "Pretoria  wants  us  to  get  the 
whites  out  of  the  'tri'  companies  as  soon 
as  practicable,  but  in  my  opinion  that's  a 
bad  idea,  and  I'm  opposing  it.  The  impor- 
tant thing  is  to  have  the  projects  suc- 
ceed, to  create  useful  jobs  for  our  people 
and  to  make  needed  products  available  at 


thing  happen  in  your  South  that  I  want 
to  see  happen  here:  violence  being  de- 
fused by  more  and  more  people  being 
drawn  into  the  upward  spiral  of  econom- 
ic opportunity."  (Andrew  Young,  queried 
by  Forbes  on  the  subject,  turned  silent. 
Said  his  press  secretary:  "Ambassador 
Young  would  be  reluctant  to  comment  at 
all."  Has  the  usually  voluble  Young  sud- 
denly turned  prudent?  Or  is  he  simply 
reluctant  to  antagonize  his  friends  on  the 
liberal  left?) 

"I  challenge  anyone  to  prove  that  the 
black  people  themselves  are  against 
American  investment,"  Buthelezi  con- 
tinued. "Some  of  the  Sowetoans  and 
some  of  the  banned  leaders  are,  naturally. 
They're  bitter.  I  understand  that.  But  not 
the  people  who  speak  for  a  constituen- 
cy. ..  .  Do  you  understand?"  He  looks  at 
his  interviewer  intently.  "Not  the  lead- 
ers who  have  to  live  with  the  conse- 
quences," he  adds,  "not  those  who  speak 
for  my  people  as  a  whole!"  ■ 
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Liggett  Group  has  a  tobacco  breakthrough,  but 
it  comes  at  a  time  when  the  company  seems  to  be 
retrenching  in  cigarettes  and  advancing  into 
more  profitable  businesses. 

The  paUadium 
perplex 


By  Richard  Phalon 


THE  Liggett  Group,  Inc.  recently 
patented  what  appears  to  be  an 
important  laboratory  break- 
through, a  palladium  catalyst  that  signif- 
icantly reduces  the  incidence  of  cigarette 
smoke-induced  skin  tumors  in  mice.  In- 
stead of  jumping  for  joy,  however,  the 
tobacco  company  prefers  to  talk  in  terms 
of  problems  rather  than  potential.  Some 
of  this  undoubtedly  reflects  a  sensible 
caution,  but  it  also  raises  questions  about 
Liggett's  whole  future  in  tobacco. 

The  very  name  Liggett  Group  tells  the 
story  of  the  former  Liggett  &  Myers' 
shift  away  from  tobacco  products  and 
toward  diversified  consumer  products.  In 
cigarettes,  Liggett's  market  share  has 
dropped  almost  continuously  for  30 
years.  Today  the  manufacturer  of  Ches- 
terfield and  L&M  has  only  3.4%  of  the 
domestic  cigarette  market.  Meanwhile,  a 
serious  loss  in  pet  food  notwithstanding, 
Liggett's  diversification  has  gone  well. 
Its  wine  and  spirits  division  (JiSkB  Scotch, 
Grand  Marnier,  Campari,  Bombay  gin) 
has  been  flourishing;  last  year  it  contrib- 
uted less  than  20%  of  revenues  but  over  a 
third  of  operating  income.  Liggett  also 
owns  Alpo  dog  foods  and  National  Oats 
Co.,  is  in  sporting  goods  and  watch- 
bands  and  owns  two  highly  profitable 
Pepsi-Cola  bottlers. 

Thus  in  spite  of  low  profits  in  the 
cigarette  division,  Liggett  Group  Chief 
Executive  Raymond  J.  Mulligan  should 
be  able  to  report  better  than  $4  a  share  in 
operating  earnings  this  year  before  write- 
offs and  capital  gains,  which  will  repre- 
sent a  return  of  something  like  15%  on 
stockholders'  equity. 

A  successful  transition  of  the  palla- 
dium catalyst  from  the  lab  to  the  market- 
place could,  of  course,  make  for  a  dramat- 
ic turnaround  in  Liggett's  cigarette  for- 
tunes. However,  when  the  company  sold 
most  of  its  international  cigarette  oper- 
ations to  Philip  Morris,  Inc.  last  June  for 
$108  million,  the  move  was  inevitably 
interpreted  as  a  prelude  to  ultimate  liqui- 
dation of  Liggett's  $200  million  domes- 
tic cigarette  business  as  well.  Selling  the 


domestic  division  wouldn't  be  easy  be- 
cause of  antitrust  problems  but  it  re- 
mains a  possibility,  enhanced,  perhaps, 
by  the  palladium  development. 

"It's  a  breakthrough,"  Kinsley  van  R. 
Dey  Jr.,  president  of  the  Liggett  &.  Myers 
tobacco  division,  says  of  the  new  cata- 
lyst. But  then  he  cautiously  ticks  off  the 
series  of  obstacles  that  stands  between 
getting  palladium,  an  element  of  the 
platinum  group,  out  of  the  lab  and  into  a 


cigarette  that  can  be  test-marketed. 

Dey  (pronounced  "die")  talks  first 
about  some  of  the  technical  problems 
Liggett  would  face  if  it  ever  decided  to 
market  palladium-treated  tobacco.  The 
palladium  catalyst  tests,  financed  by  Lig- 
gett, were  made  by  Arthur  D.  Little  bio/ 
medical  researchers.  "The  use  of  palla- 
dium," according  to  Little,  "was  found  to 
significantly  reduce  the  incidence  of  tu- 
mors and  carcinomas  on  mouse  skin  by 
as  much  as  89%  and  100%  in  one  of  four 
separate  tests  done  over  an  18-month 
period." 

But  the  researchers  focused  on  hurley 


tobacco  blends  in  their  tests,  and  bu 
is  a  rough  smoke.  The  leaf  has  t( 
toned  down  with  a  blend  of  Bri 
Maryland  and  other  tobaccos  befoi 
tastes  right.  Dey — "K.V."  to  his  fri( 
and  grandson  of  the  author  who  cre| 
dime-novel  detective  Nick  CartI 
thinks  that  Liggett,  in  time,  could  "p 
ably  work  out"  the  blend  problems, 
most  difficult  problem  of  all,  he 
would  be  to  promote  palladium  in  a 
that  would  not  raise  regulatory  hacll 
Would  the  Federal  Trade  Commission 
stand  the  implication  that  an  a; 
which  doesn't  cause  cancer  in  r 
would  also  prove  less  than  harmfn 
humans?  And  what  about  the  toba 
industry's  long-held  contention  that 
cannot  extrapolate  from  laboratory  r 
and  the  smoke  machines  to  the  huj 
condition? 

Dey  is  so  outspokenly  cautious  on 
palladium  that  analyst  Arthur  Baer, 
follows  tobaccos  for  E.F.  Hutton  & 
is  convinced  the  stuff  will  never  gc 
the  ground.  "I  don't  think  they're  gi 
to  use  palladium  for  a  new  produ 
maintains  Baer. 

The  company  is  still  showing  profi 
its  domestic  cigarette  line,  but  a 
modest  one  indeed  for  the  amoun 
capital  involved.  Last  year,  for  exarr 
Liggett's  major  brands — Chesterf! 
L(!kM,  Lark,  Decade  and  Eve — gener 
$16.6  million  in  operating  income 
$291.2  million  worth  of  assets.  By  a 
parison,  the  company's  far  more  pri 
able  line  of  chewing  and  smoking  td 
cos  (the  best-sellmg  Red  Man  and  Gr| 
er,  among  others)  produced  $16.9  milj 
in  operating  income  on  assets  of 
$56.1  million. 

Kinsley  Dey  is  the  third  executiv) 
five  years  to  try  turning  the  cigaH 
division  around.  Dey's  objective  i: 
reduce  Liggett's  dependence  on  its  s 
gish  older  brands  and  fight  for  el 
room  in  the  fast-growing  low-tar  mai 
against  such  deeply  entrenched  heaj 
as  Loews  Corp.'s  Lorillard,  Amer 
Brands,  Inc.,  and  R.J.  Reynolds  In« 
tries.  Inc. 

Is  the  cigarette  game  really  worth 
candle  for  Liggett? 

With  the  proceeds  from  sale  of 
foreign  cigarette  division,  Liggett 
plenty  of  money  for  nontobacco  acqn 
tions  even  after  using  some  to  bu 
potentially  troublesome  block  of  its  < 
stock  at  a  rather  stiff  price.  Wall  St 
seems  to  approve  of  the  way  things 
going.  Since  the  sale  of  the  foreign  o 
ations  this  summer,  Liggett  stock 
risen  from  around  28  to  as  high  as  3 
With  only  8.4  million  shares  now 
standing  as  against  revenues  of  aro 
$900  million,  there  is  a  great  dea 
leverage  in  the  company.  Redeployn 
of  assets  rather  than  palladium  catall 
seems  to  be  the  name  of  Chief  Execui 
Mulligan's  game  at  Liggett.  ■ 


36 


FORBES,  NOVEMBER  271 


:  has  nosed  out  Peat,  Marwick  to  become  the 
jorlds  biggest  accounting  firm.  A  billion  dol- 
zrs,  here  we  come? 

The  new  champion: 
Coopers  &  Lybrand 


By  Bob  Tamarkin 


NUBBED  by  its  competitors  as  a 
^"price-cutter,"  Coopers  &  Lybrand 
^nudged  Peat,  Marwick,  Mitchell  & 
).  aside  to  become  the  world's  largest 
;ountant.  This  is  no  mean  accomplish- 
^int.  C&L's  worldwide  revenues  for  the 
|ar  ended  Sept.  30  amounted  to  $595 
illion,  a  17%  increase  over  last  year's 
j^enues  of  $508  million.  And  it  was  a 
i)se  race.  Peat,  Marwick's  total  fees  for 
ll  year  ended  June  30  were  $586  million, 
i  14%  from  $516  milhon  in  fiscal  1977. 

IZ&L's  domestic  fees  climbed  to  $290 
llion  from  $256  million  in  1977,  ac- 
ding  to  figures  obtained  by  Forbes 
i|it  are  scheduled  for  release  next  Febru- 

}'  in  Coopers  &.  Lybrand's  first  annual 
lort.  About  68%  of  C&.L's  fees  were 
Im  auditing;  18.5%,  taxes;  11%,  man- 
lament  consulting;  and  2.5%  actuarial 

iii  benefits  services, 
t  will  be  a  good  year  for  C&L's  647 
5.  partners  (up  from  602  in  1977  and 
\l  in  1974),  who  will  earn  an  average  of 
fO,000  to  $100,000  this  year.  And  an 
itn  better  year  for  C&.L  Chairman  Nor- 


man Auerbach,  who  will  earn  $496,000, 
still  below  the  $804,000  earned  by  Peat, 
Marwick's  Chairman  Walter  Hanson. 

Alexandei  Grant,  the  ninth  largest  ac- 
counting firm,  recently  compiled  a  report 
on  changes  in  auditors  among  publicly 
held  companies  in  the  years  between 
May  1973  and  April  1977.  The  big  loser 
in  the  group  was  Peat,  Marwick,  down 
95  clients.  Peat,  Marwick  suffered  from 
bad  publicity  arising  from  its  work  with 
such  bankrupt  companies  as  Penn  Cen- 
tral, National  Student  Marketing  and 
Stirling  Homex.  For  a  six-month  period 
in  1974  the  Securities  &  Exchange  Com- 
mission had  actually  enjoined  Peat,  Mar- 
wick from  accepting  any  new  clients. 

And  who  was  the  big  witmerl  Coopers 
&  Lybrand,  which  added  a  net  of  54 
clients.  Coopers  &  Lybrand  added  to  its 
client  roster  such  companies  as  Minne- 
sota Mining  &  Manufacturing,  State 
Farm  Insurance  and  last  year's  plum, 
Gulf  Oil  ($2  million  in  annual  fees), 
which  it  wooed  away  from  Price  Water- 
house,  Gulf's  accountants  for  46  years. 

Today,  according  to  Public  Accouiititig 
Report,  an  Atlanta-based  newsletter, 
C&.L  audits  more  public  companies — 


943 — than  any  other  Big  Eight  firm.  Pub- 
licly held  clients  are  only  part  of  the 
business;  C&L  has  some  25,000  U.S.  ac- 
counts among  its  20  industry  groups. 

It  was  a  stunning  comeback  for  C&.L,  a 
lackluster  sixth  in  the  Big  Eight  as  re- 
cently as  1970.  The  firm  was  still  smart- 
ing from  litigation  two  years  earlier  in 
which  three  C&L  principals  were  con- 
victed of  mail  fraud  in  a  Continental 
Vending  Co.  case — the  first  Big  Eight 
partners  criminally  convicted.  "It  was 
traumatic  for  the  entire  profession  and, 
of  course,  this  firm,"  says  Harris  J. 
Amhowitz,  C&.L  general  counsel. 

The  trauma  had  healthy  side  effects.  It 
led  C&L  to  become  hypersensitive  to- 
ward litigation.  Since  then  its  litigation 
record  has  been  as  good  as  any  firm's  in 
the  accounting  profession.  Auerbach 
boasts  that  C&L  is  the  only  Big  Eight 
firm  that  has  never  been  sued  by  the 
SEC.  "It's  a  certain  amount  of  luck  and  a 
certain  amount  of  control,"  says 
Amhowitz,  who  joined  Coopers  in  1970. 
"After  1968  we  began  working  hard  and 
haven't  stopped  since." 

Although  its  clean  record  in  litigation 
has  helped,  so  has  Norman  Auerbach, 
who  became  chairman  two  years  ago, 
replacing  Philip  Defliese.  The  silver- 
haired  Auerbach,  58,  is  the  image  of  ev- 
eryone's mild-mannered,  soft-spoken  un- 
cle. He  is  both  an  attorney  and  C.P.A.  in 
addition  to  holding  an  M.B.A.  from  the 
University  of  Michigan.  Ever  since  he 
joined  C&L  nearly  25  years  ago,  he  had 
been,  as  he  describes  himself,  "an  inside 
man,  an  operating  guy."  He  might  have 
added  (but  was  too  modest  to  do  so), 
"and  a  darned  good  manager."  With  the 
skill  of  a  surgeon,  Auerbach  performed  a 
management  operation  on  C&.L  over  the 
past  three  years,  cutting  out  its  vitals  and 


Nudging  Peat  aside:  A  new  leader  of  the  exclusive  big  eight 


All  eight  major  accounting  flrms  have  grown  in  the      The  1978  revenues  of  Touche  Ross  &  Co.  reflect  last 
past  few  years.  But  none  as  fast  as  Coopers  &  Lybrand,     year's  merger  with  J.K.  Lasser.  Ernst  &  Ernst's  in- 
^,  a  sluggish  sixth  place  among  the  big  eight  in  1970.      elude  its  merger  with  S.D.  Leidesdorf  &  Co.. 
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Coopers  &  Lyhrand  Chainnan  Nonnan  Auerhacb 
Putting  the  partnership  in  perspective. 

transplanting  them:  About  500  partners, 
or  60%,  were  realigned.  So  smooth  was 
the  shape-up  that  it  went  unnoticed  by 
the  financial  community.  "It  was  not  a 
bloodbath,"  Auerbach  says.  "We  wanted 
our  partners  to  get  back  to  doing  what 
they  did  best."  Sniffs  one  of  the  partners 
involved:  "It's  a  matter  of  semantics." 

The  wholesale  reshuffle  was  done  with 
the  idea  that  a  competent  auditor  did  not 
necessarily  make  a  competent  manager. 
"We  are  not  green-eyeshades  accoun- 
tants," he  likes  to  say. 

A  quietly  aggressive  man  who  plans 
his  moves  carefully,  Auerbach  had  defi- 
nite objectives  in  mind  that  led  to  the 
reorganization:  to  effect  an  image 
change,  and  to  get  the  firm  to  accept  the 
idea  that  a  partnership  is  not  sacred.  "He 
reminded  us  that  Coopers  Lyhrand 
wasn't  a  big  family,  but  a  big  business," 
said  one  partner.  Auerbach  let  it  be 
known  that  partners  couldn't  coast  on  20 
years'  work.  A  partner's  worth  became 
relative  to  his  current  contributions. 

At  the  same  time,  he  brought  in  an 
outside  consultant  to  create  a  "market- 
ing consciousness"  in  the  partners' 
minds.  "They  had  to  be  convinced  that 
marketing  the  values  of  your  firm  was 
not  unprofessional,"  explains  Auerbach. 

C&L  also  "liberalized"  its  direct-part- 
ner admission  policy.  Experienced  per- 
sonnel joined  as  partners,  and  former 
C&L  partners  who  had  left  were  wel- 
comed back  if  they  could  offer  expertise 
in  an  area  where  Coopers  was  weak. 

Since  1972,  for  example,  C&L  doubled 
its  number  of  management  consultants 
to  400,  nearly  all  recruited  from  other 
firms  rather  than  fresh  from  school.  The 
result:  Billing  hours  were  doubled  and 
revenues  grew  by  more  than  300%,  ac- 
cording to   Gary   Mozenter,   head  of 


C&L's  management  consulting  services. 
"In  past  years  we've  hired  a  minimal 
number  of  M.B.A.s,"  says  Monzenter. 
"In  the  next  five  we'll  balance  the  mix." 

C&L,  says  Auerbach,  tries  to  maintain 
an  8%  annual  growth  rate  in  chargeable 
hours  (9.4  million  in  1978  compared 
with  8.6  miUion  in  1977)  with  a  13%  to 
14%  increase  in  revenues. 

To  maintain  such  growth  C&.L,  like 
its  Big  Eight  counterparts,  must  keep  its 
burgeoning  ranks  busy  billing.  It  has 
meant  developing  accounting  disciplines 
in  new  fields  such  as  the  health  care  and 


C€-I.  's  Chicago  manager  En lesi  Wisl) 
Making  40  to  SO  proposals  a  year. 


geothermal  industries  and  local  and  s 
governments.  It  also  has  meant  g( 
after  small  businesses  and  banks,  c 
the  almost  exclusive  market  of  medi 
and  smaller-size  accounting  firms. 

Competition  has  become  fierce  ; 
expensive.  Though  no  one  will  api 
admit  it,  the  Big  Eight  firms  are  cue 
prices  to  get  accounts  in  new  market! 
the  competitively  tough  Chicago  H 
ket,  the  big  firms  are  bidding  on  $15, 
to  $25,000  jobs.  A  small  suburban  h 
seeking  bids  from  three  Big  Eight  fii 
made  it  clear  that  price  would  govern 
choice,  since  it  believed  all  three  v 
equally  competent.  The  winner 
$25,000.  The  next  bid  was  $40,000. 

The  most  aggressive  bidding  has  b 
in  the  municipal  area.  Currently,  C 
audits  about  200  local  governments, 
eluding  Boston,  Pittsburgh,  Housi 
Kansas  City  and  Norfolk.  C&L's  \ 
ning  bid  for  the  city  of  Boston  ai 
worked  out  to  an  incredibly  low  $;| 
hour.  But  in  Washington,  D.C.  its 
million  proposal  lost  out  to  Arthur 
dersen's  $1  million  bid. 

Its  detractors  call  C&L  a  "price- 
ter,"  a  term  at  which  Auerbach  win 
"We're  not  price-cutters,"  he  snaps,  : 
ing  that  in  bidding  for  the  3-M  and  (| 
accounts  no  fee  proposals  were  involj 

Prospecting  for  new  business  caij 
costly.  "If  we  spend  less  than  25%  ofl 
first  year's  fee  for  presentation,  thefl 
have  not  done  a  good  job,"  says  Erj 
Wish,  C&L's  managing  partner  in  Ch 
go.  The  Gulf  Oil  proposal,  a  200-j 
tome  that  took  three  months  to  preti 
cost  C&L  about  $100,000,  Auerbach! 
ures.  Gulf  had  to  be  convinced  that| 
transition  in  changing  accountants  cd 
be  done  smoothly.  Auerbach  took  pai 
the  actual  presentation  along  with 
partners  who  would  handle  the  acco 
One  had  previously  headed  the  Sun 
account;  the  other,  Ford  Motor  Co.  (j 
reference  for  his  work  there,  he  i) 
Chairman  Henry  Ford  U.) 

Coopers  &  Lybrand  began  in  189" 
Philadelphia  when  Lybrand,  Ross  E 
&  Montgomery  was  founded.  Roi 
Montgomery,  a  founding  partner, 
the  author  of  Montgomery  's  Auditing 
primer  now  in  its  ninth  edition. 

Two  decades  ago  C&L  began  an 
gamating  its  foreign  firms.  Worldwidi 
now  has  21,720  partners  and  emplo^ 
in  351  offices  in  90  countries. 

Auerbach  has  one  more  three-; 
term  before  retiring.  "We're  not  £ 
growth  for  growth's  sake,"  he  says, 
he  clearly  relishes  winning  first  plac 

What  with  inflation  and  growing 
mands  for  accountability  and  sun 
lance,  Auerbach's  13%  to  14%  reve 
growth  seems  in  the  bag,  and  Coopei 
Lybrand  looks  a  safe  bet  to  become 
world's  first  $1  billion  a  year  accouni 
firm  before  he  retires.  Unless,  of  coi| 
Peat,  Marwick  gets  the  lead  out.  ■ 
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ly  what  you  will  about  inflation  and  infla- 
in-fear,  the  jewelry^  industry  loves  it.  With 
lod  reason. 

rhe  great  American 
jewelry  spree 


By  Elizabeth  Bailey 


1 1  HAD  A  woman  come  into  the  office 
[  the  other  day  who  wanted  to  buy  an 
[important    diamond,"    says  Leo 
'  ds,  vice  president  for  jewelry  sales  at 
las-based  Zale  Corp.  "When  I  asked 
i  why,  she  told  me,  'I  just  want  to  have 
II  case  I  have  to  flee.'  " 
rom  Dallas,   Tex.?   "It's  European 
iking  that's  caught  on  here,"  says 
rA^ard  Koerpel,  administrative  head  for 
Diamond  Council  of  America. 
Dme  Americans  now  buy  jewelry  the 
'  Europeans  and  South  Americans 
e  for  years:  as  something  "safe,"  as 
lething — the  Dallas  lady's  painful  in- 
it — portable.  The  U.S.  jewelry  busi- 
;  has  grown  to  $6  billion  at  retail 
n  $3.3  billion  five  years  ago. 
ast  year  was  Tiffany's  best  since 
9,  President  Henry  B.  Piatt  reports 
nously,  and  1978  looks  even  better. 


As  everyone  knows,  the  prices  of 
gems,  particularly  the  finest  diamonds, 
have  soared.  A  run-of-the-mill,  one  karat 
diamond  (about  the  diameter  of  a  pencil) 
that  cost  $4,500  wholesale  last  year  now 
runs  $6,500.  A  one  karat  flawless,  color- 
less diamond — called  "D  flawless"  in  the 
trade — soared  180%,  to  an  estimated 
$22,000.  Today  these  near-perfect  dia- 
monds are  almost  impossible  to  find.  A 
one  karat  engagement  ring  with  such  a 
stone  might  bring  $35,000.  At  Manhat- 
tan's fashionable  Buccellati,  which  had 
no  D  flawless  one  karat  stones  in  stock 
last  month,  a  salesperson  says:  "For  a  D 
flawless,  you  can  name  your  price." 

Though  diamonds  have  gotten  the 
most  publicity,  a  desire  for  something 
that  will  last  has  spread  to  other  items. 
Men  and  women  bought  over  26  million 
gold  chains  and  pendants  in  1977 — 64% 
of  them  14  karat — according  to  industry 
trade  journal  Jewelers'  Circular- Keystone. 
Five  years  ago,  necks  were  bare. 


Americans,  who  to  the  despair  of 
watchmakers  have  tended  to  regard 
watches  primarily  as  timekeepers,  are 
now,  like  Europeans,  starting  to  think  of 
them  as  jewelry.  Rolex  watches  promot- 
ed as  nearly  everlasting,  have  become 
fashion  items.  Though  the  line  goes  from 
$395  to  over  $23,000,  jewelers  have  trou- 
ble keeping  enough  in  stock. 

What  this  spells  for  the  retail  jeweler  is 
higher  margins  as  well  as  higher  sales. 
Zale,  whose  1,100  stores  make  it  the 
largest  U.S.  jewelry  chain,  posted  second- 
quarter  earnings  of  $3. 1  million — up  66% 
over  the  same  1977  quarter — on  a  mere 
19%  sales  gain,  to  $196  million.  Tiffany's 
six-month  net  was  up  130%  to  $1.9  mil- 
lion on  a  27%  revenue  gain,  to  $22  million. 

Zale,  which  traces  its  roots  54  years 
back  to  a  storefront  in  Wichita  Falls, 
Tex.,  has  traditionally  stocked  appli- 
ances, lamps,  binoculars  and  such  to  lure 
the  shopper  into  its  stores.  But  with  vol- 
ume jewelry  sales  increasing  in  double 
digits  for  the  last  IVz  years,  the  com- 
pany, deciding  that  luxury  is  lure  enough, 
has  abandoned  the  household  goods. 

"I  must  admit,"  says  British-bom  Mi- 
chael Lavington,  president  of  Kay  lewel- 
ers,  a  subsidiary  of  Virginia-based  Kay 
Corp.,  "if  you  had  asked  me  a  year  ago  if 
demand  would  continue  this  strong  even 
with  the  increase  in  prices,  I  would  have 
said  no. 

"I  just  finished  buying  80%  of  my  dia- 
mond inventory  for  next  year,"  he  goes 
on.  "Normally,  I  buy  for  only  three 
months  at  a  time  to  avoid  a  stockpile. 
But  I  figured  I  might  as  well  buy  now 
before  prices  go  up  again." 

Does  jewelry  as  an  investment  make 
sense?  Of  course  not.  The  average  buyer 
who  picks  up  a  one-half  karat  diamond 
ring  for  $1,500  retail  will  not  be  able  to 
resell  it  to  a  dealer  for  as  much  as  half 
that,  since  the  spread  between  wholesale 
and  retail  begins  at  100%. 

Another  pitfall  for  the  potential  inves- 
tor is  that  the  quality  of  many  retail 
gems  is  being  scaled  downward  to  keep 
prices  within  reason.  According  to  Jewel- 
ers' Circular-Keystone ,  cutters  for  the  jew- 
elry trade  have  been  buying  up  stones 
previously  considered  industrial  quality. 

So,  the  jewelry  buying  craze  is  more  of 
a  study  for  psychologists  than  econo- 
mists. One  guess:  Fear  of  inflation  has 
become  a  rationalization  for  self-indul- 
gence. Recollection  of  past  prices  can 
also  be  a  sales  tool.  "When  a  couple 
comes  in  here  and  sees  the  same  dia- 
mond they  wanted  last  Christmas  now 
sells  for  $700  or  $800  more,  it  makes  a 
believer  out  of  them,"  says  Glen  Doug- 
lass, store  manager  for  Zale's  NorthPark 
Mall  store  in  Dallas.  Says  a  Cartier  ex- 
ecutive: "We  have  had  numerous  price 
increases  this  year  and  so  far  we  haven't 
seen  any  negative  effects  on  sales." 

As  though  such  price  increases  could 
go  on  forever.  ■ 
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ne  growth  of  the  aluminum  industry)  is  final- 
ly slowing.  Bad  news?  No,  good  news  for  the 
companies  and  their  shareholders. 

Aluminum's  bosses 
are  beaming 


WE  didn't  look  verynsmart  in  the 
eyes  of  the  financial  communi- 
ty," recalls  W.H.  Kromc 
George,  60,  the  MIT-educated  chairman 
of  Aluminum  Co.  of  America. 

For  years  the  marketplace  was  so  glut- 
ted with  aluminum  (worldwide  capacity 
was  increased  nearly  40%  from  1970  to 
1972  alone)  that  producers  were  forced  to 
accept  subpar  return  on  investment.  Al- 
coa, for  example,  netted  only  4.5%  on 
stockholders'  equity  in  1971,  and  1975 
was  a  disaster  when  it  earned  only  $1.85 
on  stockholders'  equity  of  $45. 

All  that  has  changed  for  the  aluminum 
giants:  Alcoa,  Kaiser  Aluminum 
Chemical,  Reynolds  Metals  and  Alcan 
Aluminum.  George's  stone-faced  seri- 
ousness dissipates  into  a  smile  when  he 
points  to  Alcoa's  stellar  performance  this 
year.  For  the  first  time  in  22  years,  Al- 
coa's return  on  equity  has  exceeded  14%, 
and  its  return  on  total  capital,  10%.  And 
returns  for  the  other  three  major  produc- 
ers are  similarly  impressive. 

Alcoa's  third-quarter  net  income 
surged  97%.  In  the  nine  months  ended  in 
September,  earnings  were  up  41%,  to 
$212  million,  compared  with  $150  mil- 
lion last  year.  For  the  year,  per-share 
earnings  could  climb  to  $8,  a  gain  of  40% 
over  last  year's  $5.58.  Alcoa,  Kaiser  and 
Alcan  have  raised  their  dividends  too. 

More  than  half  of  aluminum  consump- 
tion is  tied  to  the  construction,  transpor- 
tation and  durable  goods  markets.  With 
housing  starts  once  again  near  the  2  mil- 
lion unit  level  of  the  early  1970s,  and 
production  of  automobiles,  trucks  and 
buses  at  a  record  IS  m'illion  units,  it's  no 
wonder  that  aluminum  shipments  do- 


Alcua's  WH  Krome  George 

He's  not  going  to  walk  the  plank  again. 

mestically  are  up  about  8%  over  1977 
and  will  reach  an  estimated  7.4  million 
tons  this  year.  So  strong  has  demand 
been  that  the  producers  have  on  average 
boosted  prices  12%  for  each  of  the  last 
two  years  and  about  9%  so  far  in  1978. 

But  that's  only  the  demcuul  side.  The 
really  important  change  is  on  the  supply 
side.  Right  now  there  is  a  barely  ade- 
quate supply  to  meet  the  brisk  aluminum 
demand.  All  of  Alcoa's  flat  rolled  alumi- 
num products,  for  example — about  65% 
of  its  sales — are  now  on  allocation. 

Though  the  producers  are  planning  ex- 
pansion of  fabricated  or  sheet  aluminum, 
there  is  virtually  no  new  capacity  for 
primary  raw  ingot  (the  term  used  to  de- 
scribe aluminum  extracted  from  bauxite) 


scheduled  to  come  on  line  domestic 
in  the  years  ahead.  (The  sole  excepti 
in  the  U.S.  are  a  $400  million  smel 
plant  being  built  by  Alumax  in  Sc 
Carolina  and  the  phasing  in  of  new 
pacity  at  an  existing  Alcoa  plant  in 
as.)  Instead,  most  of  the  planned  cxi 
ditures — including  $400  million  by  A] 
next  year — will  augment  existing  fa 
cated  aluminum  production. 

It  is  understandable  why  the  produ 
are  not  rushing  headlong  to  build  srr 
ing  plants.  Even  at  today's  prices, 
massive  capital  outlays  and  soaring  a 
gy  costs  involved  would  mean  a  lo\^ 
turn  on  investment.  In  George's  wc 
"We  are  not  going  to  walk  out  on 
same  plank  we  walked  on  for  nearb 
years  when  primary  capacity  too  o 
led  demand." 

Also,  the  days  of  new  low-cost  hyi 
electric  power  in  the  U.S.  are  practic 
over.  The  Pacific  Northwest's  Bonnei 
Power  Authority,  which  provides  z\ 
energy  for  the  production  of  a  third  ol 
U.S.'  aluminum,  will  be  hiking  its  r 
sharply  in  the  years  ahead. 

With  the  expected  squeeze  in  prirj 
capacity,  further  price  increases  are 
most  inevitable.  (Though  under  Pi 
dent  Carter's  wage  and  price  guidelii 
next  year's  increase  would  be  limite 
9,5%.)  The  industry  is  presently  op< 
ing  at  about  92%  of  capacity.  The  8*1 
unused  capacity  is  attributable  to 
closing  of  smelting  plants  by  both  Rl 
olds  and  Alcoa  in  Texas,  where  highi 
trastate"  natural  gas  costs  have  m 
running  them  prohibitively  expensiM 

George  concedes  that  he  and  other 
minum  industry  executives  are  wal 
a  tightrope:  Higher-priced  and  restrii 
supplies  will  mean  the  substitutioi 
plastics  and  other  lightweight  mate 
for  aluminum.  Says  he:  "I  don't  tl 
any  of  us  wants  to  see  a  true  scarcii 
aluminum  because  then  people  are 
going  to  want  to  use  it.  If  General  Mc 
thinks  it's  going  to  become  a  scarce  i 
al,  they'll  use  plastic  instead.  We  d 
want  a  reputation  as  an  industry 
can't  meet  a  decent  growth  in  demai 

Aluminum,  of  course,  remains  sq 
what  tied  to  the  ups  and  downs  of 
nomic  activity.  If  the  economy  sb 
take  a  nose  dive  next  year  as  s 
economists  predict,  so,  too,  will  the  i 
gins  of  the  aluminum  giants,  but  t 
are  countervailing  pressures.  One  is 
troit's  obligation  to  make  its  cars  lig 
and  more  economical.  To  some  degr' 
can  replace  steel  with  plastics,  bu 
many  uses  only  aluminum  will  do. 

So  Krome  George  sits  back  cal 
puffing  a  thick  cloud  of  pipe  smoke, 
says,  "The  aluminum  industry  is 
position  where  it's  going  to  have  p 
lems  in  keeping  up  with  anything 
the  historical  growth  in  demand." 

But  George  isn't  complaining.  In 
he  looks  kind  of  pleased.  ■ 


Aluminum  turns  to  gold 


In  less  than  seven  years,  the  four  major  tiluminum  producers  all  have  more 
than  doubled  sales.  Their  proHtability  has  increased  many  times  that. 

 1971  1978*  


Sales      Earnings    Return  Sales      Earnings  Return 

(millions)  Per  Share  on  Equity  Dividends  (millions)  Per  Share  on  Equity  Dividends 


Alcoa  $1,441 

$1.63 

4.5% 

$1.20 

$3,795 

$7.32 

14.2% 

$1.85 

Alcan  1,431 

1.75 

7.2 

1.00 

3,456 

6.65 

18.9 

1.40 

Reynolds    1 ,093 

0.14 

0.4 

0.85 

2,637 

5.32 

10.8 

1.50 

Kaiser  905 

0.63 

4.1 

0.44 

2,365 

3.48 

16.0 

0.78 

*12  months  through  9/30/78 
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away  from  ttfe  couhi 

ce  asqast! 


Mail  coupon  for 
ipplication  or  ask  for  one 
at  any  Hertz  counter. 

'hen  you  get  this  new  Hertz  #1  Club® 
redit  Card,  you  can  get  away  from  the 
)unter  almost  twice  as  fast  because  you 
M  all  these  #1  Club  benefits: 

Hertz  keeps  your  renting  informa 
)n  on  file.  So  you  can  reserve  your 
ir  in  seconds. 

And  when  you  arrive  atthecoun- 
r,  your  form's  already  filled  out. 
id  your  car's  preassigned. 

You  just  show  your  card,  your 
;ense,  sign  and  go. 

In  almost  no  time. 

That's  not  ail.  Hertz  policy 
to  do  everything  possible  to 
)ld  cars  up  to  two  hours 
lien  planes  are  late. 

Mail  coupon  for  your 
bplication  now! 


Hertz  Credit  Card 
P.O.  Box  25301 

Oklahoma  City,  Oklahoma  73125 

Yes,  I  want  to  get  away  from  the  counter  twice  as  fast. 
So  send  me  an  application.  Fast. 


F01 


Name. 


Address. 
City  


State. 


.Zip. 


1E0  U  S  PAT  OFF 

<ert;  system  INC  H7» 
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Martz 


The  Superstar  in  rent-a-car. 

HERTZ  RENTS  FORDS  AND  OTHER  FINE  CARS 


MEMO  FROM 

MARSH  &  Mclennan 


The  space  shuttle: 
it  couldn't 
set  off  the  sround 
without  insurance* 
And  what  that 
can  mean  to  you. 

Before  the  space  shuttle  can  be 
economically  feasible,  it  must 
attract  payloads  from  the  pri- 
vate sector. 

But  before  any  commercial  en- 
terprise can  consider  such  a 
venture,  it  must  be  certain  of 
the  availability  of  adequate  in- 
surance protection. 

In  other  words,  insurance  is 
needed.  Moreover,  since  the 
shuttle  is  part  of  an  entirely 
new  transportation  system,  it 
calls  for  the  creation  of  new  and 
flexible  insurance  concepts. 

We're  pleased  to  say  that  lead- 
ing the  way  like  this  has  long 
been  a  Marsh  &  McLennan 
characteristic. 


Thr  space  shuttle  means  new  commercial  opportunities,  coupled 
will}  new  challenges  for  the  insurance  industry.  NASA  photograph. 


In  the  case  of  the  space  shuttle, 
we  started  preparing  for  its  in- 
surance needs  in  1976.  So  now, 
as  its  first  flight  approaches 


reality,  we  are  in  position  to  de- 
fine the  variety  of  exposures 
that  must  be  covered. 

Let's  look 
at  the  record. 

Item:  Many  years  before  com- 
mercial use  of  space  was  a 
reality  we  were  busy  planning 
for  that  day.  Result:  We  were 
ready  with  "launch  failure" 
coverage  when  the  Intelsat®  III 
satellites  lifted  off 

Item:  The  concept  of  "satellite 
life  insurance"  was  developed 
by  Marsh  &  McLennan  and, 
when  the  time  arose,  adopted 
as  needed,  by  various  commer- 
cial communications  satellites: 
Comsat  General's  Marisat,® 
Comstar,®  and  RCA's  Satcom.® 

Item:  Today  we're  looking  be- 
yond 1980  to  the  time  when 
small  and  large  industries. 


hospitals,  and  universities  will 
need  insurance  protection  for 
the  many  space  activities  now 
on  the  drawing  board.  When 
orbiting  stations  become  the 
location  for  ball  bearing  man- 
ufacture or  spinal  fusion  opera- 
tions or  the  formulation  of 
chemical  compounds— a  new 
era  of  insurance  will  dawn,  and 
we'll  be  ready. 

Risk  management  for  aero- 
space enterprises  is  one  of  the 
most  challenging  in  the  insur- 
ance industry.  But  our  ac- 
knowledged leadership  in  this 
area— aircraft  industry  product 
liability,  airline  and  general 
aviation  insurance,  space  risks 
—is  just  one  of  many  insurance 
areas  in  which  we've  earned 
a  reputation  for  pioneering. 

Anticipation  of  constantly 
changing  needs  is  one  clear  way 
to  make  certain  that  sound 
programs  are  in  place  when  the 
call  comes. 

Keeping  up  with 
the  pace  of  change. 

As  new  technology  creates  new 
challenges.  Marsh  &  McLennan 
has  been  called  upon  to  inno- 
vate and  break  ground  where 
no  other  insurance  broker 
has  gone  before. 

But  innovation  is  just  one  of 
the  reasons  we've  gained  our 
reputation  as  a  leader  in  the 
insurance  industry. 

We're  also  a  leader  when  it 
comes  to  changes  that  mean 
better  customer  service.  Each  of 
our  clients  is  viewed  as  a  new 
challenge,  calling  for  new  think- 


ing and  individual  attention. 
The  result:  individualized  in- 
surance programs. 

It  is  a  course  we  have  been  pur- 
suing for  over  100  years.  It 
helps  account  for  our  company's 
position  today  as  the  world's 
leading  insurance  broker.  And 
we  have  no  intention  of  resting 
on  our  laurels. 

If  you  are  a  Marsh  &  McLennan 
client,  you  know  how  advan- 
tageous this  can  be  in  the  con- 
duct of  your  business.  If  you  are 
not,  we  invite  you  to  investigate 
the  opportunities  such  a 
relationship  offers. 


To  find  out  more  about  us.  and 
how  we  may  be  able  to  help 
you.  write  to  Dept.  600-  FB, 
Marsh  &  McLennan.  Incor- 
porated. 1221  Avenue  of  the 
Americas,  New  York.  N.Y. 
10020. 


Evenj  client  is  assured  of  professional  risk 
and  insurance  management  services  —  in 
depth— to  help  meet  today's  needs  and 
prepare/or  tomorrow's. 


When  it  comes  to  insurance, 
come  to  the  leader. 


Marsh  & 
MCI  ennan 


® '978.  Marsh  &  McLennan,  Incorporated 


I 
I 


We  re  American  Airlines,  Doing  what  we  do  best 

American^ 
First  Qass. 


A  me 
Class 


percent  more  than  Coach.'  But  even 
though  we're  cutting  the  tare,  were 
actually  improving  the  service. 


Only20/^  As  always,  you Ve  sure  to 
more  enjoy  the  greatest  First 

9  A  '^''Yj'^Y^^''-  all:  more  room. 

And  look  to  work  or  relax. 

what  vou  2et'  ^""^  "^""'"^  ""^"^ 

vyiiciL  JKJU  ^^t,  airports  we  ve  got 
separate  check-in  positions  for  our 
First  Class  passengers. 

On  our  transcontinental  flights, 
a  new  First  Class  menu  features  fine 
wines  and  a  wide  selection  of  entrees. 
And  new  First  Class  headsets  are 
soft  and  comfortable,  like  earmuflfs. 

On  those  same  transcontinental 
flights,  we  try  to  load  First  Class  lug- 
gage last— so  it  comes  off  first. 

For  reservations  or  information, 
call  your  Travel  Agent,  Corporate 
Travel  Department,  or  American. 
Next  time,  fly  First  Class  with  us. 
Because  giving  yoa  more  for  less 
is  one  of  the  things  we  do  best. 


twenty 


American 


JOOOOOOODDOOOOQOQOOi 


On  all  flights  in  the  continental  United  States  and  e  anada 


orget  gold,  forget  diamonds,  forget  antiques 
nd  real  estate,  says  fohn  Templeton;  U.S. 
immon  stocks  are  today's  best  hedge 
gainst  inflation. 

John  Templeton: 

Why  common 
stocks  are  a  girl's 
best  friend 


By  Lawrence  Minard 


)NE  OF  THE  HARDEST  things  aboUt 
keeping  your  head  in  the  stock 
market,  a  wise  old  Wall  Street  owl 
e  remarked,  is  that:  "You  look  in  the 
v'spaper  five  days  a  week,  and  the 
)tations  tell  you  how  smart  or  dumb 
1  were  yesterday.  You  get  emotionally 
ipsawed."  So  it  has  been  this  year — 
h  a  vengeance.  From  the  beginning  of 
'  the  market  was  telling  most  people 
V  smart  they  were  to  be  fully  invest- 
the  market,  and  more  especially  sec- 
ary  stocks,  were  rising  in  an  almost 
irdken  line.  Then,  almost  without 
nmg,  the  market  jerked  around  and 
le  what  had  looked  smart  for  so  long 
denly  look  dumb.  Big  stocks  like 
1,  Citicorp  and  Eastman  Kodak  were 
■ed  around  like  corks  on  a  wave.  IBM, 
example,  shed  40  points,  nearly  $6 
on  in  market  value  in  seven  weeks 
L  The  decline  was  interrupted  by 
rt,  sharp  rallies,  which  made  the  situ- 
I  n  the  more  confusing  and  the  more 
itening. 

ow  do  you  keep  your  head  in  a  situa- 
like  this?  What  Forbes  did  was 
1  .e  an  appointment  to  see  John  Tem- 
i  on  down  in  Lyford  Cay  in  the  Baha- 
i    lohn  Marks  Templeton  is  one  of 
c  rare  birds  who  can  keep  his  head 
n  the  market  is  doing  scary  things, 
i  .  seen  it  all  or  nearly  all  in  his  40 
i  s  m  the  investing  game.  With  his 
;  head  and  hand,  he  has  produced  a 
Itacular  record.  His  medium-size  (as- 
$210  million)  Templeton  Growth 
\  has  ground  out  a  compounded  an- 
:  return  of  14%  over  the  past  24 
I's,  outperforming  the  Dow  Jones  in- 
itials by  four  to  one  and  building  each 
lOO  of  initial  investment  to  a  present- 
■  [stake  of  $17,400  (plus  $1,200  in  divi- 
ils  received). 

'KBES,  which  has  interviewed  them 


all,  considers  John  Templeton  to  be  one 
of  the  handful  of  true  investment  greats 
in  a  field  crowded  with  mediocrity  and 
bloated  reputations. 

Among  the  things  that  make  Temple- 
ton stand  out  is  his  international  out- 
look: Templeton  has  been  committed 
neither  to  U.S.  stocks  nor  to  foreign 
ones,  but  has  moved  in  and  out  among 
the  markets  of  the  world  in  pursuit  of 
bargains  where  he  sees  them.  For  exam- 
ple, he  invested  heavily  in  Europe  follow- 
ing World  War  11,  on  the  belief  that  Euro- 
pean business  would  prosper  greatly  un- 
der the  Marshall  Plan.  In  the  middle 
1950s  he  put  up  to  76%  of  Templeton 
Growth  Fund  in  Canadian  stocks;  in  the 
late  1960s  and  early  1970s  it  was  Japan, 
which  at  one  time  accounted  for  62%  of 
the  fund's  assets.  Today  the  U.S.  has 
Templeton's  nod. 

From  his  home  and  office  in  lush  Ly- 
ford Cay  he  surveys  annually  a  universe 
of  some  2,000  stocks.  His  basic  thesis: 
that  there  are,  at  all  times,  relative  bar- 
gains in  this  list.  Whether  they  are  in 
Seoul  or  Melbourne,  Frankfurt  or  Hong 
Kong  isn't  what  interests  him.  What 
does  concern  him  is  that  he  uncover  the 


stocks  whose  selling  price  is  the  lowest 
in  relation  to  what  Templeton  considers 
their  true  worth.  Templeton  is  no  trader. 
He  says  he  holds  a  typical  stock  for  four 
years  on  average.  Why  four  years?  No 
reason,  except  that  is  what  it  seems  to 
take  to  produce  a  superior  investment 
record.  And  there  are  exceptions  along 
the  way. 

Buy  the  world's  best  bargains,  and 
have  patience.  It's  a  simple  formula,  but 
Templeton  makes  it  work. 

But  we've  just  had  a  flash  bear  market 
that  wiped  out  some  $100  billion — yes, 
billion — in  market  values  in  about  two 
weeks.  Where  does  that  leave  John  Tem- 
pleton? Unworried.  He  says,  "The  good 
bargains  are  better  bargains,"  and  is  to- 
tally unruffled  even  though  the  near-pan- 
ic had  nicked  his  portfolio  to  the  tune  of 
about  10%. 

And  where  are  these  bargains  today?  In 
the  U.S.,  American  stocks  are  probably 
the  best  bargain  in  the  world,  says  John 
Templeton,  and  at  the  present  time  prob- 
ably a  better  hedge  against  inflation  than 
antiques,  diamonds,  real  estate,  gold  or 
the  common  stocks  of  other  countries. 

Putting  his  money  where  his  mouth  is, 
John  Marks  Templeton  has  cut  his  fund's 
bond  holdings  from  20%  to  5%  this  year 
and  put  most  of  the  difference — plus  all 
the  new  money  that  flowed  into  the 
fund — into  U.S.  stocks. 

What's  so  smart,  you  may  well  ask, 
about  committing  money  to  U.S.  stocks 
at  a  time  when  both  the  American  rhar- 
ket  and  the  American  dollar  seem  to 
have  lost  all  their  bearings?  A  lot  of  peo- 
ple were  optimistic  in  early  October  and 
looked  awfully  stupid  when  the  market 
dropped  more  than  100  points  in  a  couple 
of  weeks.  What  separates  Templeton 
from  the  pack?  Just  this:  He  is  talking  to 
investors  who  have  the  patience  and  the 
staying  power  and — yes,  the  guts — to 
stick  to  a  relatively  long-term  goal. 

Right  now,  over  60%  of  Templeton 
Growth's  assets  are  in  U.S.  stocks,  the 
highest  proportion  invested  in  any  one 
country  in  years. 

When  we  began  our  interview,  the 
Dow  Jones  averages  were  down  another 
eight  points.  Appropriately  enough,  a 
thick  rainstorm  was  blackening  the  At- 
lantic horizon. 

"I  look  for  bargains,"  Templeton  be- 
gins. "And  the  time  to  buy  at  bargain 
prices  is  when  the  news  is  so  terrible 
that  everyone  is  selling  and  driving  down 
prices.  In  general,  American  stocks  are 
now  bargains.  They  are  selling  much 
lower  than  usual  in  relation  to  earnings, 
dividends  and  book  values.  They  are  far 
lower  than  stocks  of  most  other  coun- 
tries of  the  world.  Over  the  last  70  years 
American  stocks  have  sold  at  an  average 
of  about  14  times  earnings.  Singapore, 
France,  Germany,  even  Sweden  and  Lon- 
don— all  are  higher  than  the  U.S.  And  in 
Japan  they  sell  at  26  times  earnings!" 


;S,  NOVEMBER  27,  1978 


45 


Templeton  believes  that  over  the  next 
eight  years  the  typical  U.S.  corporation's 
earnings  will  probably  double;  8% -plus 
inflation  ("a  pity,  but  true")  will  see  to 
that.  And  he  thinks  price/earnings  ratios 
will  likely  move  back  at  least  to  their  14- 
times  average  as  investors  scramble  to 
pull  out  of  cash  and  bonds.  So  a  hypo- 
thetical $100  stock  now  earning  $9  could 
easily  be  worth  $250  within  eight  years. 

Think  for  a  moment  what  Templeton 
is  saying.  This  year  the  Dow  Jones  indus- 
trials will  earn  about  $100  a  share.  Dou- 
bling by  1986  would  bring  that  to  $200. 

At  14  times  those  earnings — that  "av- 
erage" P/E — we'd  have  a  Dow  of  2800. 

At  15  times  earnings,  a  Dow  of  3000. 
Even  at  10  times  earnings,  a  2000  Dow. 

At  8  times,  a  Dow  of  1600 — double  the 
price  of  today. 

And  fohn  Templeton  is  not  asking  for 
a  miracle.  Just  that  earnings  keep  up 
with  inflation,  which  he  expects  to  aver- 
age 8%.  If  they  can  do  that,  stocks  will 
come  back  into  favor.  Why?  Because 
people  will  perceive  them  again  as  a  rea- 
sonable hedge  against  inflation  and  will 
pay  better  prices  to  own  them. 

This  is  an  important  point.  Templeton 
refuses  to  predict  a  new  bull  market.  He's 
not  predicting  a  vast  surge  of  optimism. 
He's  simply  saying  that  people  will  begin 
grabbing  for  common  stocks  out  of  de- 
spair over  inflation  just  as  they  have  re- 
cently grabbed  for  diamonds  and  gold 
and  houses  and  you-name-it. 

Templeton,  who  first  strikes  one  as 
aloof  and  austere,  relaxed  on  a  divan  in 
his  yellow-and-gold  living  roDm  over- 
looking the  windswept  Atlantic.  As  the 
squall  gathered  he  warmed  to  his  subiect: 

"I  never  ask  if  the  market  is  going  to 
go  up  or  down  because  I  don't  know,  and 
besides  it  doesn't  matter.  I  search  nation 
after  nation  for  stocks,  asking:  'Where  is 
the  one  that  is  lowest  priced  in  relation 
to  what  1  believe  it's  worth?'  The  reason 
I  am  buying  more  and  more  in  the  U.S.  is 
simply  that  I'm  finding  more  and  more 
stocks  selling  at  aniazDigly  low  prices  in 
relation  to  my  appraisal  of  their  fair  val- 
ues. Nowhere  do  I  ask  if  the  market  is 
going  up  or  down.  Forty  years  of  exper- 
ience have  taught  me  you  can  make 
money  without  ever  knowing  which  way 
the  market  is  going." 

One  name  that  Templeton  returned  to 
over  and  over  again  was  Ford  Motor. 
Perhaps  more  than  any  stock  in  his  port- 
folio (he  holds  174,000  shares).  Ford  ex- 
emplifies the  Templeton  Touch.  Listen: 

"Ford  is  cheap  because  it  has  had  all 
sorts  of  bad  publicity  this  year.  But  bad 
publicity  only  affects  the  stock  now,  not 
in  five  years.  Now,  most  analysts  agree 
that  Ford  will  earn  less  money  this  year 
than  last  year,  and  even  less  next  year.  I 
don't  care.  My  analysis  tells  me  that //rf 
years  from  >tow  Ford  may  easily  earn  $20  a 
share  and  maybe  $25,  and  I  can  buy  it 
today  at  $44  a  share — 2.2  times  earnings 
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five  years  from  now  for  a  big,  famous 
company  is  unusual!  And  Ford  is  big  and 
famous  enough  that  pension  funds  may 
well  buy  it.  A  stock  suitable  for  pension 
funds  might  sell  for  15  times  earnings.  So 
I'm  buying  Ford  from  all  the  people  sell- 
ing on  the  bad  news." 

Ford  priced  at  15  times  $20  earnings  is 
a  $300  stock,  6  times  the  current  price. 
For  Templeton,  such  potential  rewards 
are  what  investing  is  all  about. 

Twenty  dollars  a  share — $300  a  share! 
Does  that  sound  wildly  optimistic?  If  so, 
remember  this:  Ford  earned  $14.16  last 
year;  if  Templeton  is  correct  about  8% 
inflation.  Ford  would  have  to  do  no  more 
than  keep  pace  with  inflation  to  produce 
$20  a  share  the  next  time  its  earnings  hit 
a  cyclical  high.  And  if  it  seems  farfetched 
to  think  of  Ford  at  15  times  earnings, 
remember  that  the  Standard  &  Poor's 
500  sold  at  15  times  earnings  or  better 
for  most  of  the  time  between  mid- 1958 
and  late  1973. 

Of  course  Ford  is  not  the  only  big 


"Ford  Motor  priced  at  15  times 
$20-a-share  earnings  is  a 
$300  stock,  6  times  the  current 
price.  For  Templeton,  such  po- 
tential rewards  are  what  in- 
vesting is  all  about.  If  it  seems 
farfetched,  remember  the  Stan- 
dard &  Poor's  500  sold  at  15 
times  most  of  the  time  between 
mid-1958  and  late  1973." 


American  stock  Templeton  can  con- 
struct such  a  scenario  around.  In  a  simi- 
lar if  less  extravagant  way  he  likes  such 
big  stocks  as  Cummins  Engine,  Eaton, 
Alcan  Aluminum,  Jim  Walter,  Shell  Oil 
and  Amerada  Hess. 

He  has  some  favorites  currently 
among  specialty  retailers,  his  two  stand- 
outs being  Church's  Fried  Chicken  and 
Tandy  Corp.,  Church's  he  likes  because 
its  number  of  stores  and  number  of  cus- 
tomers per  store  are  rising  rapidly;  Tem- 
pleton thinks  the  company's  earnings 
will  double  within  four  years.  He  likes 
Tandy  Corp.,  he  says,  because  its  earn- 
ings, too,  will  likely  double  by  1982;  yet 
the  stock  can  be  purchased  today  for  less 
than  ten  times  earnings.  "Usually  com- 
panies with  such  growth  prospects  sell  at 
much  more  than  ten  times,"  he  beams. 

He  owns  a  number  of  insurance  com- 
panies, USLIFE  and  Travelers  Corp.  be- 
ing two  of  his  major  holdings.  "USLIFE 
sells  for  six  times  earnings  and  if  it  mere- 
ly keeps  up  with  the  GNP,  profits  will 
double  in  ten  years,"  he  says,  adding: 
"And  Travelers  is  one  of  the  world's  fin- 
est, largest  companies;  it  will  probably 
earn  $9  per  share  next  year  but  can  be 
purchased  for  only  $33." 

Templeton  likes  a  number  of  domestic 
U.S.  oil  producers:  Amerada  Hess,  Shell 


Oil  and  Union  Oil  Co.  of  Califor 

That  average  price/earnings  ratios 
currently  lower  in  the  U.S.  than  ol 
countries  is  only  one  reason  why  T 
pleton  is  so  bullish  on  America.  He  f 
that  government  is  in  our  lives  less  t 
in  most  other  developed  nations.  An< 
appreciates  the  relative  youth  and  si 
size  of  American  markets:  "An  Arr 
can  growth  company  can  grow  m 
longer  before  it  matures  or  becomes 
wieldy,"  he  says. 

For  himself  (but  not  for  his  mu 
funds  or  the  $150  million  or  so  in  pri' 
accounts  he  still  manages),  Temph 
occasionally  speculates  in  foreign  cur 
cies.  During  the  last  two  years,  for  ex 
pie,  he  reaped  rich  rewards  shor 
Canadian  dollars.  It  was  only  nati 
therefore,  that  we  asked  Temph 
about  the  battered  U.S.  dollar.  Is  it  to 
the  American  bargain  basement? 

Templeton  was  brief  and  unequivc 
"Yes.  Never  in  my  life  have  I  seen 
dollar  such  a  bargain  as  it  is  now."  W 
in  one  year,  he  predicts,  the  currency 
begin  to  rise.  Then  why  not  go  lonj 
U.S.  dollars?  "If  I  didn't  already  hav 
many  U.S.  dollar-denominated  asse 
probably  would." 

What  about  gold?  Was  he  in  on 
metal's  record-breaking  rise  to  a  re< 
$230  an  ounce? 

Templeton  laughed  and  freely 
mitted  that,  yes,  he  missed  gold — a^ 
The  last  time  was  in  1974.  But  for 
right  reasons:  "I  considered  gold  bec; 
it  did  look  like  a  bargain.  The  tro 
was,  it  was  less  of  a  bargain  than 
common  stocks  I  was  finding.  An 
pays  no  dividends."  Templeton  wen 
to  give  more  or  less  the  identical  ans 
to  such  other  "inflation  hedges"  as 
monds  ("too  expensive"),  and  art 
jewelry  (also  too  expensive),  though 
personal  collection  of  antique  atlases 
love  looking  at  maps" — is  worth 
five  times  his  cost.  Tax  shelters?  "S 
to  municipal  bonds  and  stocks  of  grc 
companies  like  Teledyne  and  Ta 
which  purposefully  refuse  to  pay  • 
dends."  The  latter,  explains  Temple 
reinvest  all  profit.  In  effect,  you  take 
dividends  when  you  sell,  and  so  are  t; 
at  the  new  28%  capital  gains  rate,  n* 
your  marginal  income  bracket  rate. 

In  fact,  says  Templeton,  only  rea 
tate  is  anywhere  near  as  good  a  wa 
save  your  assets  under  the  glare  of 
plus  inflation,  but  even  with  real  e« 
there's  a  problem:  "I'd  say  real  estat 
average  is  priced  at  twice  what  it  was 
years  ago,  whereas  common  stocks 
cheaper  than  they  were  then." 

It's  rare  for  John  Templeton  to  pui 
many  eggs  in  one  basket.  His  noi 
strategy  involves  geographical  divei 
cation.  Yet  here  he  is  with  two-thin 
his  money  in  the  U.S.  According  to 
eran  Templeton  watchers,  the 
times  he  has  concentrated  like  thii 
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John  Templeton  has  been  scruti- 
nizing stock  markets  around  the 
world  for  over  40  years  looking 
for  stocks  with  relatively  low 
price/earnings  multiples.  He  was, 
for  example,  heavily  invested  in 
Japan  in  the  late  1960s  and  early 
1970s.  He  is  most  heavily  invest- 
ed now  in  the  U.S.,  where,  he 
says,  the  most  bargains  are. 
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fore  were  those  two  periods,  in  the  Fif- 
ties and  the  Seventies,  when  he  went  so 
heavily  into  Canadian  and  then  into  Jap- 
anese stocks.  Significantly,  in  both  those 
cases — and  especially  in  Japan — he  made 
huge  killings. 

Aware  that  he  is  not  infallible,  Tem- 
pleton  resists  the  temptation  to  go  100% 
into  U.S.  stocks.  "I'm  worried.  I  should 
not  be  thai  certain  that  the  bargains  are 
in  the  U.S.  I  could  be  mistaken." 

So  Templeton  is  following  another  of 
his  cardinal  rules:  Don't  get  carried  away. 
Templeton  likes  what  he  sees  in  Ameri- 
can stocks;  yet  he  is  self-disciplined 
enough  not  to  be  blinded  by  their  dazzling 
charms.  "I'll  buy  Hitachi  /Japan's  giant 
version  of  General  Electricy  at  six  times 
earnings.  I'd  like  to  have  more  assets 
outside  the  U.S.  I  like  Australian  industri- 
als now,  too:  News,  Ltd.  /Rupert  Mur- 
doch's company/,  for  example.  It  is  one  of 
the  world's  most  aggressive,  best-man- 
aged newspaper  chains,  with  newspapers 
in  Australia,  America  and  England.  We 
purchased  it  for  four  times  earnings  when 
newspaper  chains  were  selling  at  1 1  times 
in  England  and  14  times  in  America. 

"Or  Ansett  Airlines  in  Australia:  By 
law  they  get  50%  of  all  Australian  pas- 
sengers, and  they're  developing  other 
businesses  as  well.  And  you  can  still  buy 
Ansett  for  under  ftve  times  earnings." 

With  the  big  boom  in  secondary  and 
small  stocks  seemingly  over  in  the  U.S., 


with  successful  speculators  having  given 
up  in  a  few  weeks  the  gains  of  many 
months,  John  Templeton  has  some  ad- 
vice for  people  who  rode  this  wave  but 
failed  to  get  off  in  time.  "The  time  to 
reflect  on  your  investing  methods  is 
when  you  are  most  successful,  nt)t  when 
you  are  making  the  most  mistakes.  I 
have  found  that  the  method  that  has 
worked  best  in  the  preceding  two  or 


"John  Templeton  believes  that 
U.S.  corporate  earnings  will 
double  within  eight  years,  that 
average  P/E  ratios  will  climb 
back  to  14  or  more  and  that  U.S. 
common  stocks  are  literally  the 
best  buys  in  the  world.  Isnt  he 
predicting  a  bull  market? 
Again  Templeton  laughed." 


three  years  will  probably  not  be  the  best 
method  in  the  next  two  or  three  years." 

Advice  like  this  goes  against  human 
nature;  following  it  is  partly  why  Tem- 
pleton's  record  is  so  outstanding. 

John  Templeton  believes  that  U.S.  cor- 
porate earnings  will  double  within  eight 
years,  that  average  P/E  ratios  will  climb 
back  to  14  or  more  and  that  U.S.  com- 
mon stocks  are  literally  the  best  buys  in 
the  world.  Isn't  he,  then,  doing  what  he 
denies  doing — predicting  a  bull  market? 


Once  more  Templeton  laughed, 
sun  hit  his  smooth  face.  He  repeate 
cornerstone  of  his  investing  strategy: 

"When  I  say  that  a  stock  is  a  bargai 
mean  that  if  you  hold  it  throughout 
entire  market  cycle  you're  likely  to 
well  with  it  because  you're  gettinj 
cheap.  It  doesn't  mean  we're  at  a  fa^ 
able  point  in  the  /market/  cycle, 
only  thing  I  know  for  certain  about 
and  bear  markets  is  that  both  will  occ 

Hardly  an  original  thought  ("The  n 
ket,"  J. P.  Morgan  predicted,  "will  flu( 
ate")  but  something  that's  too  easy 
lose  sight  of  when  the  headlines  are 
running  in  one  direction. 

A  100  point  drop  in  the  Dow  Jc 
industrials  is  a  scary  thing  especi 
when  compressed  into  a  very  short  t 
and  accompanied  by  screaming  h< 
lines  about  rising  prices  and  inte 
rates  and  a  falling  dollar.  In  perspect 
though,  this  is  a  decline  of  about  1 1' 
and  while  the  decline  was  much  gre 
in  secondary  stocks,  so  was  the  long 
market  in  secondaries  that  preceded 
was,  in  short,  a  fluctuation,  and  Tern 
ton  is  only  moderately  interested  in  f 
tuations.  He's  after  the  really  big  swe 
upward  and  he  sees  one  coming) 
American  stocks.  Templeton  isn't  ti 
ing  about  a  new  "bull  market."  He's  c 
predicting  that  stock  prices  will  at  l 
catch  up  with  the  prices  of  virtually 
erything  else.  ■ 


Beating  the  Averages 


John  Templeton's  track  record  as  a  portfolio  man- 
ager is  not  without  losses.  But  it  is  clearly  superior. 
Since  1954  Templeton  Growth  Fund  has  shown  de- 


clines in  value  only  5  times,  vs.  11  times  for  the  Dow 
Jones  industrial  averages.  And  Templeton's  growth 
rates  have  been  consistently  higher. 


Percent 
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iplcidii  Gnm  lb  Fund's  John  Mark,^  Tenip/etoii  and  his  wife.  Irene,  hi  their  BahanicLs  '  home 

>e  dont  pray  that  our  stocks  will  go  up.  We  pray  because  it  makes  us  think  more  clearly.' 


:cording  to  what  the  learned  professors  tell 
>  about  the  stock  market,  John  Templeton 
nddn't  exist.  But  there  are  more  things  un- 
>r  heaven  and  earth  than  can  he  explained 
'  the  learned  professors'  computers. 

Defining  the 
undefinable 


;oRDiNG  TO  ONE  report  John  Marks 
ipleton  is  worth  $300  million.  That 
iber  is  rooted  more  in  the  awe  in 
ch  Templeton  is  held  by  those  who 
w  him  than  in  fact.  Actually  his  pres- 
net  worth  is  probably  around  S5  mil- 
.  But  consider  this:  He  started  his 
:sting  career  on  nothing  more  than  a 
owed  $10,000,  and  for  many  years 
he  has  been  giving  away  100%  of 
jamings  and  capital  gains, 
hn  Templeton  is  a  living  embarrass- 
t  to  the  efficient  market  theory, 
;h  holds,  in  effect,  that  you  cannot 
:  from  nothing  and  end  up  with  a 
;  fortune  in  a  single  lifetime.  John 
Ipleton  has  no  time  for  the  professors 
i  espouse  the  theory  of  a  market 
re  all  available  information  is  already 
Dunted  in  the  price  of  a  stock.  He 
ks  it  is,  in  fact,  a  very  inefficient 
ket  and,  at  any  given  time,  many 
iks  arc  priced  out  of  all  relation  to 
!'  value.  When  such  stocks  are  too 


cheap  they  are,  in  his  word,  "bargains" 
and  by  buying  bargains  he  can  and  does 
beat  the  stock  market. 

Most  investors  and  money  managers 
are,  in  truth,  living  proofs  of  the  efficient 
market  theory:  They  only  make  money 
in  bull  markets,  if  at  all,  and  rarely,  if 
ever,  outperform  the  market.  And  this 
makes  sense:  The  efficient  market  the- 
ory holds  that  a  stock's  price  reflects  all 
the  information  and  judgments  about 
that  stock  and  indicates,  therefore,  what 
the  stock  is  really  worth.  Thus,  switch- 
ing from  one  stock  to  another  and 
searching  for  bargains  is  futile.  The  best 
way  to  play  the  market  is  to  buy  a  cross 
section  of  stocks — an  index  fund — and 
let  the  long-term  trend  carry  you  along. 

This  extraordinary  man  believes  that 
successful  investing  is  a  product  of  a  per- 
son's overall  relationship  to  life,  to  the 
universe.  He  sits  in  the  living  room  of 
White  Columns,  his  multiporticocd 
antebellum  mansion  in  world-class-rich 


Lyford  Cay  Club  (Bahamas),  explaining 
why  religion  is  so  important  to  success- 
ful investing: 

"Religious  views  are  important  to 
whatever  anyone  does — investing,  writing 
articles,  anything.  How  you  see  yourself 
in  relation  to  yourself  and  others  and 
your  Creator,  why,  it's  the  most  impor- 
tant thing  there  is  because  you  think 
most  clearly  only  if  you  are  at  peace  with 
yourself  and  your  Creator." 

Most  of  us  get  trampled  by  popular 
delusions  and  the  madnesses  of  crowds. 
But  Templeton  is  cold,  controlled,  calcu- 
lating and — most  important — serenely, 
humbly  convinced  that  when  he  acts  he 
acts  as  correctly  as  possible;  no  nagging 
self-doubts.  He  bought  shares  of  Saul 
Steinberg's  Reliance  Group  last  year  for 
$14  a  share,  when  the  financial  press  and 
most  of  Wall  Street  were  screaming 
down  the  company.  He  still  owns  61,000 
shares,  each  of  which  now  goes  for  $32. 
In  1965  the  world  was  so  down  on  Japa- 
nese bank  stocks  that  Templeton  was 
able  to  buy  Sumitomo  Trust  &  Banking 
at  less  than  3  times  earnings,  vs.  14  times 
for  similar  U.S.  banks.  In  1970,  after 
earnings  rose  50%,  he  sold  at  16  times 
earnings.  Profit:  600%. 

Unlike  most  of  us,  Templeton  is  at 
peace  with  himself.  He  has  sorted  things 
out.  He  believes  that  God  created  and  is 
creating  the  universe;  and  that  while  this 
is  no  license  to  do  nothing  in  life,  neither 
should  we  continually  question  whether 
our  bosses  or  spouses  are  double-crossing 
us,  say,  or  whether  the  market  will  go  to 
400  or  4000.  This  gives  Templeton  extra 
mental  energy  to  make  and  stand  by  his 
decisions.  As  Neir  Yorker  writer  John 
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How  do  you  recover  $20  billion  in  fuel 
with  20-million-year-old  fossils? 


McPhee  once  wrutc  of  basketball  star 
and  now  politician  (and,  like  Tcmpleton, 
a  Rhodes  scholar)  Bill  Bradley,  John  Tcm- 
pleton has  a  sense  of  where  he  is.  Tem- 
pleton  attributes  this  to  his  faith  in 
God — and  who  are  we  to  argue? 

A  Presbyterian  (his  wife,  Irene,  is  a 
Christian  Scientist)  Tcmpleton  believes 
fiindaDwuicilly  in  an  omnipotent  and  om- 
nipresent God  who  transcends  narrow 
religious  sects.  Tcmpleton  is  more  at 
home  with  Ralph  Waldo  Emerson  than 
with  John  Calvin.  In  its  six  years  the 
annual  £80,000  Tcmpleton  Prize,  now 
recognized  as  the  Nobel  prize  of  religion, 
has  been  awarded  to  a  nun,  a  Protestant 
monk,  a  Hindu,  a  Cardinal.  This  year's 
winner  is  University  of  Edinburgh  profes- 
sor. Dr.  Thomas  Torrance,  known  for 
leading  the  Theology  of  Science  move- 
ment which  uses  modern  scientific  dis- 
coveries to  understand  the  nature  of  God. 
But  while  he  is  no  dogmatist,  neither  has 
he  any  use  for  "humanists,"  by  which  he 
means  people  who  consider  man,  not 
God,  to  be  the  center  of  the  universe: 
"Many,  many  brilliant  people  hold  to 
humanist  viewpoints,  which  is  one  rea- 
son why  the  world  is  in  so  much  trouble 
now.  'Pass  a  new  law.  Spend  more  money. 
Let  government  direct  your  life.'  All  these 
are  humanist  dictates,  showing  that  too 
many  people  are  relying  on  human  beings 
and  governments  rather  than  God  for 
their  welfare." 

Nor  does  he  respect  the  skeptics — 
those  who  doubt  L'l'eiylhing.  Tcmpleton 
trusts  the  universe  and  his  own  judg- 
ment because  he  trusts  in  God. 

It  is  only  natural  to  be  skeptical  but  it 
is  also  true  that  skeptics  must  answer,  if 
not  to  Templeton's  logic,  then  to  his 
record.  John  Schrocder,  who  once  ran 
Templeton's  New  York  investment 
counseling  firm,  Tcmpleton,  Dobbrow 
Vance  recalls: 

"John  never  ran  with  a  pack.  He  was  a 
loner.  But  he  was  right.  Around  1960  I 
fan  a  financial  seminar.  We  had  a  Federal 
Reserve  official  who  explained  how  the 
international  financial  system  worked, 
and  John  stood  up  and  said  flatly  we'd  be 
off  the  gold  standard  in  10  years  and  that 
currencies  would  float  within  IS,  and 
that  the  U.S.  dollar  would  weaken.  It  was 
heresy,  of  course.  And  of  course  he  was 
right.  Then,  around  1968  when  the  mar- 
ket was  selling  around  1,000,  he  came 
out  and  said  it  would  sell  below  600  in 
the  early  1970s.  Everyone  laughed  when 
John  began  investing  overseas." 

Because  he  built  up  positions  in  Japan 
and  Canada  and  Germany,  Tcmpleton 
Growth  Fund  shares  grew  129%  during 
the  DjI's  long  1966  to  1974  43%  slide. 

Templeton's  childhood  (he  was  raised 
in  Winchester,  Tenn.)  was  pure  Tom 
Sawyer.  "We  always  went  to  Sunday 
school,"  recalls  Joseph  Handly,  Temple- 
ton's younger-by-three-years  first  cousin 
■ind  now  Nashville  insurance  executive. 


who  summered  with  the  Templetons. 
"But  our  main  occupation  was  hunting 
and  swimming  in  the  Elk  River.  Every- 
one knew  John  would  be  successful. 
When  he'd  read  a  book  there  was  no  way 
to  break  his  concentration.  And,  boy! 
could  he  win  arguments.  Not  because  he 
was  stubborn,  but  because  he  was  usually 
right,  and  knew  it." 

By  the  time  John  was  ready  for  Yale  in 
1930,  his  father's  law  business  was  on 
hard  times.  "That  was  one  of  my  luck- 
iest breaks,"  says  Tcmpleton,  "because 
it  taught  me  very  quickly  to  rely  on  my- 
self." He  put  himself  through  Yale  gradu- 
ating Phi  Beta  Kappa,  second  in  his  class, 
and  picking  up  a  Rhodes  scholarship  to 
study  law  at  Oxford. 

When  FoHBF.s  asked  Tcmpleton  for  ad- 
vice to  young  people  starting  out,  he  said 
he  had  none.  Two  days  later  he  changed 
his  mind:  "SaVe  as  much  as  possible. 
Every  person  gets  some  luck  in  his  life 
and  the  only  reason  most  men  never 
fulfill  their  business  potential  is  they 


"Jtist  as  he  believes  no  single 
religion  has  a  lock  on  God's 
truth,  so  Templeton  believes  no 
one  analyst — not  even  Ben 
Graham — has  a  monopoly  on 
the  true  worth  of  a  stock.  Tem- 
pleton uses  some  lOO  mea- 
sures to  gauge  stocks'  true  val- 
ues; even  so  he  is  constantly 
violating  his  own  rules." 


don't  have  the  savings  to  take  advantage 
of  the  luck  when  it  comes  along." 

Templeton's  luck — a  piece  of  it  any- 
way— came  along  as  he  left  Yale  in  1934, 
in  the  form  of  fellow  Rhodes  scholar, 
geophysicist  George  C.  McGhce,  who 
subsequently  became  a  multimillionaire 
oilman  and  U.S.  ambassador  to  West 
Germany  under  Lyndon  Johnson.  In 
1937,  when  Templeton  returned  from  a 
seven-month  tour  of  35  nations  (total 
cost:  $450,  half  of  which  he  recouped 
through  the  sale  of  an  article  on  the  trip 
to  Ciooci  ll()usek'cci)i)ig  Magazine],  he  took 
a  job  in  research  at  Fenner  Beanc  (later 
merged  into  Merrill  Lynch  Pierce  Fenner 
&.  Smith,  Inc.).  Soon  McGhee  convinced 
him  to  come  to  Dallas  as  an  officer  of 
McGhee's  new  company,  National  Geo- 
physical Co.  "I  saved  half  of  my  salary, 
and  when  I  had  a  chance  to  buy  an  in- 
vestment counseling  business  for  $6,000 
in  1940,  I  had  the  money."  (Templeton 
did  much  better:  When  he  sold  his  Na- 
tional Geophysical  shares  in  1942,  he 
came  away  with  $100,000.) 

Tcmpleton  traces  his  taste  for  stock 
bargain  hunting  to  his  days  at  Yale: 
"Then  [the  early  1930s7  as  now  there 
were  wide  differences  between  what 
stocks  were  really  worth,  and  their  mar- 
ket prices.  I  was  fascinated  by  the  differ- 


ence." Templeton  acknowledges  his 
to  the   late  Benjamin  Graham, 
whom  Templeton  studied  in  194< 
New  York  University.  But  just  as  he 
lieves  no  single  religion  has  a  loclj 
God's  truth,  so  Templeton  believe) 
one  securities  analyst — not  even 
Graham — has  a  monopoly  on  the 
worth  of  a  stock.  Templeton  hin 
uses  over  100  different  measures  to  gi 
stocks'  true  values;  and  even  so 
constantly  violating  his  own  rules, 
example,  he  does  not  like  internati 
oil  stocks,  because  they  are  so  vulnei 
to  expropriations.  Yet  he  owns  Gulf 

"Do  you  ever  make  mistakes?' 
asked  him. 

"Oh  my,  yes,  I  make  hundreds  of 
takes  all  the  time.  Everyone  in  th< 
vestment  business — in  all  business 
does.  The  only  thing  you  can  do  is  t: 
minimize  your  mistakes." 

To  minimize  mistakes  Templetor 
gins  all  Templeton  Growth  Fund 
Templeton  World  Fund  annual  meel 
with  a  prayer.  "We  don't  pray  that 
stocks  will  go  up,  that's  not  ho" 
works.  We  pray  because  it  make 
think  more  clearly,  it  improves 
thought  patterns.  The  direct  relatior 
between  prayer  and  investing  is 
hard  to  articulate,  but  we  seem  to  r 
fewer  mistakes."  It  is  significant  th 
keeping  scores  on  his  investment  res 
Templeton  compares  his  record, 
with  that  of  other  investment  man; 
or  with  some  average,  but  against 
self.  When  he  talks  of  a  "mistake 
counts  equally  buying  one  stock  v 
another  one  he  was  considering  did 
ter — or  switching  from  one  stock  t 
other  and  then  watching  the  old  stoc 
better  than  the  new  one. 

The  secret  then  of  John  Temple 
great  success  is  excellent  judgment 
bined    with    sublime  self-confid 
Tcmpleton  himself  would  substitut 
the  word  "self-confidence"  the  pi 
"belief  in  and  harmony  with  the 
ator."  Higher  interest  rates  from 
quarter?  Price  controls  from  that?  Ui 
most  investors  Templeton  holds 
tion  in  check;  he  fixes  his  eye  or 
horizon,  not  the  momentary  problei) 
hand.  Perhaps  he  remembers  Emer: 
advice  to  skeptics:  "Though  abyss 
under  abyss,  and  opinion  displace  i 
ion,  all  are  at  last  contained  in  the 
nal  Cause:  If  my  bark  sink,  'tis  t( 
other  sea." 

Great  genius  is  a  mystery,  incapal 
being  reduced  to  a  formula  or 
grammed  into  a  computer.  John  Ter 
ton  has  such  genius.  You  can  an 
him  and  study  what  he  does,  but 
can't  emulate  him.  An  ordinary  inv 
can  no  more  copy  John  Templetor 
get  rich  quick  than  an  ordinary  phy; 
could  come  up  with  a  theory  like  re] 
ity  by  analyzing  and  studying  the  Ij 
Albert  Einstein.  —1 
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ulled  hack  from  the  brink  of  bankruptcy, 
WA  has  adopted  a  new  strategy^  that  promises 
lod  things  for  its  stockholders. 


TWA:  a  time 
for  growth,  a  time 
for  shrinking 


rHE  WORD  'airline,'  "  says  L.  Edwin 
Smart,  the  dapper,  silver-haired 
chairman  of  Trans  World  Airlines, 
.,  "does  not  conjure  up  in  the  mind  of 
financial  community  the  degree  of 
ared  and  stable  earnings  growth  that 
le  other  industries  do." 
[e  might  have  added  that  the  word 
line"  when  coupled   with  "Trans 
:ld"  is  even  worse.  TWA  has  made 
aey  in  only  four  of  the  past  eight 
s,  and  in  the  eight  years  combined 
tally  showed  a  deficit  in  common 
k  earnings.  Its  stock  is  wildly  vola- 


tile: In  the  past  12  months  it  has  been 
below  8  and  over  30;  in  the  recent  sharp 
decline  it  lost  one-third  of  its  market 
value  in  a  month.  TWA's  debt,  including 
capitalized  lease  obligations,  is  nearly 
twice  stockholders'  equity;  and  its  aging, 
fuel-inefficient  220-aircraft  fleet  includes 
100  obsolescent  Boeing  707s. 

Is  TWA,  then,  with  revenues  of  over 
$3  billion,  the  potential  Penn  Central  of 
the  airlines  business?  No,  it  isn't.  Its 
highly  leveraged  business  and  financial 
structure  is  capable  of  turning  out  large 
profits  in  a  good  year.  This  year  it  could 


easily  net  $6  a  share,  a  return  of  nearly 
30%  on  stockholders'  equity. 

Under  Chairman  Smart,  TWA  has  de- 
vised an  extremely  promising  new  strat- 
egy that  could  be  handsomely  rewarding 
for  TWA  stockholders.  It  consists  of 
slimming  down  the  airlines  business 
while  building  up  the  two  profitable  non- 
transportation  divisions.  Canteen  Corp. 
and  Hilton  International.  To  facilitate 
the  strategy  TWA  is  changing  the  parent 
company  to  a  holding  company.  Trans 
World  Corp.,  with  the  airline.  Canteen 
and  Hilton  as  subsidiaries. 

Without  the  airline,  TWA  would  have 
been  nicely  profitable  even  during  its 
worst  recent  years.  In  1975,  for  example, 
when  the  airline  lost  $121.4  million,  its 
two  subsidiaries  earned  $29.8  million 
pretax.  Without  the  airline  and  its  debt, 
TWA  would  have  earned  about  $1.13  a 
share  instead  of  losing  $6.68. 

Chairman  Smart  is  determined  that, 
the  next  time  recession  strikes,  TWA's 
corporate  operations  won't  be  dragged 
into  the  red  by  a  sagging  airline.  His 
problem  is  this:  TWA  has  a  domestic 
route  structure  that  can  only  be  de- 
scribed as  lousy.  It  runs  largely  east-west, 
which  means  that  TWA  doesn't  get 
much  business  out  of  northerners  fleeing 
south  during  the  winter.  So  it  is  locked 
into  a  seasonal  pattern  that  has  been 
profitable,  usually,  only  in  the  third  quar- 
ter. Under  a  more  freewheeling  Civil 
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a  uing  a  new  strategy  that  proves  less  is  sometimes  more. 
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Aeronautics  Board,  TWA  President  C.E. 
Meyer  Jr.,  has  been  deliberately  paring 
back  some  of  these  unprofitable  routes. 

Between  Chicago  and  San  Franciscso, 
for  example,  where  TWA  lost  $8  million 
in  1977,  Meyer  slashed  service  from  sev- 
en daily  flights  to  four.  In  Atlanta,  where 
the  airline  lost  $1.7  million,  TWA  gave 
up  two  of  its  four  daily  flights  to  Delta. 

On  many  of  these  routes,  TWA  insti- 
tuted new  "Super  Coach"  fares  as  much 
as  40%  lower  than  regular  coach.  At  the 
same  time,  it  has  been  building  up  its 
strongest  routes,  hke  the  Ohio  Valley  to 
the  West  Coast  and  the  Southwest.  It  has 
restructured  and  strengthened  Kansas 
City  and  St.  Louis,  turning  them  into 
what  Meyer  calls  "hub-arid-spoke"  sys- 
tems that  feed  traffic  in  on  themselves. 

The  result:  In  1977,  TWA  had  13  fewer 
planes  in'its  fleet  than  it  had  in  1975,  but 
it  flew  16.9  billion  revenue  passenger 
miles  (one  fare-paying  passenger  flown 
one  mile),  compared  with  14.9  billion 
three  years  ago.  In  other  words,  it  is  flying 
fewer  planes  but  flying  them  fuller  and 
more  often.  Domestic  airline  revenues 
are  up  only  slightly  from  I97S,  but  for  the 
first  time  in  years,  TWA  may  show  a 
tiny  profit  on  its  domestic  business. 

And  in  a  move  that  will  shrink  the 
airline  even  further,  TWA  earlier  this 
month  announced  that  it  will  end  its 
cargo  service  at  the  end  of  this  year, 
grounding  eight  of  its  707s. 

Overseas,  TWA  has  almost  always 
been  profitable.  In  1977  the;  international 
routes  netted  $65.3  million  while  the 
domestic  routes  lost  $42.1  million.  Of 
the  25.8  billion  revenue  passenger  miles 
TWA  flew  that  year,  only  34%  were  on 
the  international  routes. 


Right  now  TWA  is  in  its  best  financial 
position  in  years.  It  will  end  1978,  ac- 
cording to  Vice  President  and  Treasurer 
Frank  L.  Salizzoni,  with  nearly  $1  70  mil- 
lion in  cash — $10.40  per  common  share. 
Its  long-term  debt  (net  of  capitalized 
leases),  after  being  cut  $65  million  this 
year,  will  drop  below  $600  million;  it  was 
pushing  $1  billion  in  1975. 

The  key  to  the  future  is  capital  spend- 
ing. Under  a  1985  government  deadline, 
most  major  airlines  are  committed  to 
huge  capital  programs  to  replace  older 
planes  with  cheaper-to-operate,  quieter 
craft.  If  their  spending  happens  to  coin- 
cide with  a  downturn  in  business — as 
has  happened  before — some  of  them  will 
be  in  deep  trouble.  But  TWA  is  commit- 
ted to  no  major  airplane-buying  program. 
Its  cash  flow  this  year  will  be  close  to 
$250  million,  about  $15  per  share. 
Whereas  United  Airlines  has  60  new 
craft  on  order,  American  27,  TWA  has 
only  17  Boeing  727-200s  and  three 
Boeing  747-SPs  to  be  delivered  between 
1979  and  1981  at  a  combined  cost  of 
$400  million — well  under  the  three 
years'  cash  flow.  So,  the  prospect  is  for 
even  further  debt  reduction. 

Now  take  a  look  at  TWA's  nonairlines 
business.  Hilton  International  will  be  op- 
erating 74  hotels  in  43  countries  by  the 
end  of  the  year.  Unlike  the  airlines  busi- 
ness, HI  is  not  capital  intensive;  it  owns 
only  nine  of  its  hotels,  running  the  bal- 
ance under  contract,  whereby  Hilton 
takes  a  cut  of  the  profits  and  a  manage- 
ment fee  but  in  most  cases  does  not 
share  in  the  losses.  HI  will  net  $44  mil- 
lion this  year — $2.75  per  TWA  share. 

Canteen,  the  industrial  feeding  and 
vending  operation  acquired  from  ITT  in 


Hilton  Intcniationais  Curt  R  Strand 
Take  the  profits,  let  the  losses  go. 


1973  for  $132  million  in  cash  and  ncj 
is  not  as  profitable  as  Hilton,  but 
profits  have  grown  at  about  11%  a  t 
pretax  since  TWA  bought  it.  This  yea 
will  make  about  $23  million  pretax 
$650  million  in  revenues.  It  has  $38  i 
lion  in  cash,  enough  to  pay  off  all  its  Ic 
term  debt,  and  $240  million  in  assets 

At  TWA's  recent  price  of  18,  says  JV 
ray  Koppelman,  vice  president  of 
Wall  Street  brokerage  firm  of  D.H.  E 
&.  Co.,  "when  you  buy  a  share  of  T^ 
you  get  $25  in  Canteen  and  Hilton  r 
ket  value  with  an  airline  thrown  in  fr 

Unfortunately,  the  airline  is  still  r 
ginal.  If  the  Arab  oil  barons  incr« 
prices  at  least  5%  next  year,  the  airlii 
half-billion-dollar  annual  fuel  bill  wil 
up  by  $25  million  or  more — $50  mil 
if  the  price  goes  up  by  10%. 

Finally,  there  is  a  limit  to  the  shri 
age.  "An  airline  has  a  fabric  to  it, 
Meyer.  "The  routes  it  operates  ma> 
combined  in  discrete  marketing  entil 
but  you  can't  take  a  single  flight  betw 
Point  A  and  Point  B  and  say,  'It's 
operating  profitably,  therefore  I  won' 
it.'  You  can  cut  back,  but  you  can't  al 
don  it  completely." 

A  more  pressing  problem  is  the  I 
deadline.  How  is  TWA  going  to  repi 
100  airplanes  if  it  buys  only  seven  a  y 
If  the  economy  holds  up,  Salizzoni 
sists,  TWA  will  be  able  to  do  so.  Bi 
not?  Now  we  come  to  the  crux  of  TV 
new  strategy.  Says  Salizzoni:  "If 
worst  happened — say  a  deep  dep 
sion — we  simply  wouldn't  be  able  tc 
place  all  those  planes.  We'd  just  hav 
start  pulling  out  of  the  worst  marke 
going  upward,  worst  to  best.  That 
tainly  wouldn't  be  the  end  of  the  wo 

"In  fact,"  he  says  dryly,  "we  m 
even  be  more  profitable  that  way." 

That's  a  strong  statement.  Is  T 
planning  gradually  to  pull  out  of  the 
lines  business?  Ed  Smart  denies  i(: 
long-range  business  plan  offers  the  pr' 
ise  of  rewards  that  would  make  it 
thinkable  to  get  out  of  the  business.' 

He  pauses  for  a  moment.  "On  the 
er  hand,"  he  says  carefully,  "as  Ion, 
we  have  a  private  enterprise  system, 
question  of  the  extent  of  investmen 
any  given  industry  depends  on  the 
spective  return." 

And  that  is  the  key  to  the  new  strat 
TWA  is  no  longer  going  to  assume  th 
must  maintain  its  market  share  in 
airlines  business,  and  instead  will  pu 
capital  where  the  best  opportuni 
are — in  hotels,  in  food  services  or  t 
where.  If  this  means  using  Canteen's 
Hilton  International's  borrowing  pc 
for  further  diversification,  so  be  it. 
means  a  much  smaller  airline  or,  i 
mately,  no  airline  at  all,  so  be  it. 
point  is  this:  The  future  TWA  is 
going  to  be  at  the  mercy  of  every  v 
that  buffets  the  business.  It  is  goin. 
become  the  rtiaster  of  its  own  fate,  i 
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When  they  see  this  cradle,  they  11  know  how  much  you  ve  grown. 

The  Johnnie  Walker  Black  Label  175  Litre  Executive  Cradle. 
Whether  yoii'rc  on  the  tjivinji  or  receiving  end  it's  the  perfect  way  to  show  people  how  far  you've  come, 
To  order  your  Cradle,  send  $13.95  (price  inctlides  handling  and  mailing.  Add  applicable  state  and  local  taxes.)  along  with 
the  name  you  want  engraved  (up  to  18  letters  including  spaces)  to;  Johnnie  Walker  Black  Label  Executive  Cradle, 
•  -  P.O-te  79,  Bridgeport,  New  Jersey  08014. 
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How  a  Key  Agent  of  The  Home 
saved  lO  lives-two  years  before 
they  were  threatened. 

When  Home  Key  Agent,  Powers  Thomas, 
insured  buildings  being  restored  in  Leesburg, 
Virginia,  he  urged  the  owner  to  install  a 
firewall  and  special  ceiling  to  prevent  fire 
from  spreading. 

Two  years  later,  fire  did  break  out.  But 
thanks  to  the  advice  of  Powers  Thomas,  all 
the  tenants  above  the  shops  — including  a 
number  of  children  and  an  89-year-old 
lady— had  time  to  escape  without  injury. 

Involvement  and  know-how  that  save 
lives.  Another  reason  why  your  Home  Key 

'    '9  Key  Agents  give  you  that ''Something  Extra? 


Agent  is  the  man  to  see  when  it  comes  to 
insurance.  He  gives  you  that  "Something 
Extra" 

For  the  name  of  the  Key  Agent  nearest 
you,  look  in  the  Yellow  Pages. 


The  Home 

Insurance 
Company 

ACity  Investing  Company 


tnergy  consultant  Paul  Frankel,  whose  di- 
nts range  from  James  Schlesinger  to  Arab 
heikhs,  sizes  up  OPEC,  the  Seven  Sisters  and 
be  next  oil  price  rise. 

Delicate 
balance 


As  I  See  It 


1946  Paul  Frankel  wrote  a  slim  little 
)ok  with  an  ambitious  title,  Essentials  of 
•truleiini.  In  it,  Frankel,  a  Vienna- 
ained  economist  with  two  decades  of 
1  company  experience,  argues  that  a 
w  simple  realities  determine  the  struc- 
re  of  the  oil  industry.  Demand  for  oil  is 
iatively  inelastic.  The  fixed  costs  of 
tering  the  business  are  high,  the  vari- 
le  costs  of  extra  output  are  low.  The 
^dictable  result  is  domination  by  a 
lall  number  of  huge,  integrated  firms. 
Frankel's  32-year-oId  book  is  still  in 
int,  must  reading  for  oil  men  from 
mston  to  Riyadh.  In  1955  he  set  up 
troleum  Economics,  Ltd.,  a  London- 
sed  consulting  firm  comparable  in 
jstige  to  the' New  York  office  of  his  old 
end  Walter  Levy.  Customers  range 
m  major  oil  companies  to  Third  World 
jvernments,  and  the  advice  they  buy 


has  more  to  do  with  politics  and  strategy 
than  geology  or  engineering. 

At  75,  Frankel  spoke  with  the  mea- 
sured tones  of  a  Viennese  professor  in  a 
recent  interview  with  Forbes. 

"Lenin  said  you  must  control  the  com- 
manding heights.  Well,  the  world's  most 
prolific  oil  fields  are  in  government 
hands,  so  the  oil  companies  have  lost 
control  of  the  commanding  heights. 

"The  difference  isn't  so  much  in  profit 
per  barrel,  but  in  terms  of  influence.  The 
industry  no  longer  makes  the  decisions 
about  flow  of  oil  and  flow  of  investment. 
Except  for  the  U.S.  and  a  few  other  non- 
OPEC  countries,  the  old  juice  just  isn't  in 
the  oil  business  any  more. 

"That  change  takes  away  some  of  the 
historical  basics  for  vertical  integration. 
British  Petroleum  and  Shell,  for  example, 
withdrew  from  Italy.  They  were  there  to 
sell  their  own  crude,  and  operations  were 
almost  congenitally  in  the  red.  Now  that 
they  have  to  buy  oil,  they  aren't  interest- 
ed in  such  business. 


\ndustr)' guru  Paul  hraukcl 

'■se.  days,  he  says,  the  business  has  lost  its  old  Juice. 


"Also,  the  new  environment  makes  oil 
companies  more  opportunistic.  There 
used  to  be  every  reason  to  stay  in  oil, 
since  it  was  the  fastest-growing  part  of 
the  energy  picture.  Now  if  you  have  a  lot 
of  cash  and  don't  want  to  give  it  back  to 
your  shareholders,  you  do  something  else 
with  it.  Mobil  is  the  best  example." 

Forbes:  Individual  companies  were  af- 
fected in  different  ways  by  OPEC's  price 
boost  and  the  subsequent  nationalizations 
Which  do  you  think  came  out  best  after  all 
the  upheaval? 

"There  are  actually  only  two  what  I 
term  "transnational"  majors  left — Exxon 
and  Shell.  Exxon  is  an  unsinkable  battle- 
ship, really  in  a  category  all  alone.  Shell 
was  historically  a  worldwide  trader. 
They  didn't  have  it  so  good  in  terms  of 
supply,  and  to  survive  they  had  to  keep 
their  marketing  and  refining  side  trim. 
So  they're  relatively  better  off  now. 

"Of  the  remaining  so-called  Seven  Sis- 
ters, BP  was  apparently  harmed  the  most 
because  it  had  the  greatest  dependence 
on  OPEC  oil,  but  its  results  in  Alaska  and 
the  North  Sea  show  that  it's  got  the  best 
team  for  finding  oil. 

"One  other  thing  about  all  these  major 
oil  companies  is  that  they've  gotten  a 
sort  of  second  wind  because  govern- 
ments have  seen  fit  to  work  within  the 
existing  system  rather  than  trying  to  re- 
place it  with  something  else." 

Forbes:  The  OPEC  cartel,  on  the  other 
hand,  has  lasted  much  longer  than  some 
early  predictions. 

"Yes.  But  remember  that  this  is  a  car- 
tel of  governments,  not  profit-maximiz- 
ing corporations.  Decisions  aren't  made 
on  short-run  economic  terms.  This  thing 
is  too  juicy  to  let  it  go  down  the  drain. 

"Ask  Sheikh  Yamani  why  OPEC 
won't  collapse.  He'll  tell  you  that  the 
classic  flaw  in  cartels  is  that  the  biggest 
member  usually  gets  tired  of  all  the 
smaller  people  sniping  away  at  its  mar- 
ket share.  Saudi  Arabia  claims  to  be  in- 
different to  that. 

"There  is  an  interesting  parallel  here. 
For  years,  Texas — your  biggest  producing 
state — kept  its  output  down  to  avoid  sur- 
plus. The  smaller  oil  states  got  a  free  ride 
and  higher  prices.  Saudi  Arabia  seems  to 
be  acting  the  same  way." 

Forbes:  What  will  happen  in  December, 
when  the  producing  nations  meet  next  to 
talk  about  oil  prices? 

"With  the  decline  of  the  dollar,  the 
$12.70  posted  price  in  the  Persian  Gulf  is 
probably  less  than  $8.50  in  constant  dol- 
lars. But  remember  that  there  are  differ- 
ent perspectives  on  this.  I  was  in  Ger- 
many the  other  day  talking  about  oil 
prices  quadrupling  and  quintupling.  But 
to  the  Germans,  in  terms  of  deutsche 
marks,  they  have  barely  trebled. 

"Still,  producers  obviously  want  to 
bring  the  price  up,  and  that  can  happen 
in  two  ways.  You  can  change  the  system 
to  shield  receipts  from  fluctuations  in 
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One  of  the  third  world's  first 
needs  is  good  communication* 

l-iere's  what  we're 
doing  about  it 


Report  from  fciTB 


How  can  an  emerging  nation  emerge,  if  it 
an't  tell  the  world  what  it  needs? 

One  obvious  need  is  communications. 
}  And  GTE  is  in  a  unique  position  to  help  bring 
jiodern  communications  to  these  nations. 

We  supply  electronic,  microwave  and  satellite 
arth-station  systems.  We  also  own  and  operate 
ur  own  telephone  companies  and,  with  AT&T, 
perate  a  domestic  satellite  communications 
jystem. 

Entering  the  world  by  satellite. 

1  Beginning  with  the  early  communications  sat- 
lites  of  the  mid-sixties,  the  nations  of  the  world 
ad  available  external  communications  of  the 
lost  modern  type. 

So  modern,  in  fact,  that  they  were  more  up-to- 
ate  than  the  total  communications  of  many  de- 
sloped  countries. 

STE,  the  satellite  company. 

GTE  has  designed  and  built  earth  stations  to 
rve  satellite  systems  for  fifteen  years.  We  also 
)erate  these  stations,  and  train  local  personnel 


to  take  over  their  operation,  usually  within  a 
year. 

We  have  provided  45  earth  stations  for  tele- 
communications, for  the  Dominican  Republic, 
Algeria,  Chile,  the  Philippines  and  many  other 
countries. 

Communications  in  depth. 

GTE  is  also  a  leading  supplier  of  other  telecom- 
munications systems,  from  microwave  radios 
that  span  jungles,  mountains  and  other  difficult 
terrain ...  to  central  telephone  exchanges  that 
are  the  equal  of  any  in  the  world. 

Reliable  systems  for  both  domestic  and  inter- 
national telecommunications  are  available  from 
GTE. 

The  right  place  at  the  right  time. 

This  may  help  explain  why  we  have  been  so 
successful  in  helping  the  emerging  nations  get 
modern  communications. 

It's  another  demonstration  of  how  we  try  to  be 
in  the  right  place  at  the  right  time  for  all  our 
markets,  from  communications  to  electronics. 


so 
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the  dollar.  But  OPEC  is  reluctant  to  do 
that:  If  the  dollar  starts  to  go  up,  then 
they  will  have  backed  the  wrong  horse. 

"For  the  moment,  they  are  more  likely 
to  keep  raising  the  price  in  dollars.  The 
question  is  how  far  it  can  go  without 
triggering  a  new  worldwide  recession.  If 
there  are  no  surprises,  the  smart  money 
is  betting  on  a  maximum  10%  increase." 

Forbes:  OPEC  countries  talk  a  lot  about 
uanting  to  move  into  downstream  oper- 
ations like  transportation  and  refining. 

"Right  now  there  is  overcapacity  in 
those  activities,  and  OPEC  expansion  is 
going  very  slowly.  Producing  nations  will 
definitely  not  acquire  foreign  petro- 
chemical operations.  As  for  construction 
in  their  own  countries,  there  will  be  very 
little  in  the  next  ten  years. 

"Why?  They  aren't  keen  on  losing 
propositions.  Right  now,  for  example, 
there  is  a  glut  of  tankers.  A  month  ago 
you  could  buy  them  for  half  the  cost  of 


construction.  Oil  producers  didn't  rush 
fnto  the  market. 

"This,  of  course,  could  all  change  if  the 
industry  moves  to  what  they  call  'ab- 
sence of  surplus.'  Then  producers  could 
try  to  force  use  of  their  own  downstream 
capacities,  and  it  would  make  more 
sense  to  develop  more  of  them. ' 

"That  could  happen  sooner  than  you 
think.  Iran  provides  10%  of  the  oil  in 
international  trade — about  6  million  bar- 
rels a  day.  If  there  is  any  major  interrup- 
tion, supplies  could  be  made  up  only  tem- 
porarily by  Saudi  Arabia  and  Kuwait. 
Overnight,  we're  back  in  a  supply  crisis. 
That  completely  upsets  the  pricing  talks. 
Some  spot  cargoes  will  surely  change 
hands  at  far  above  the  posted  rates,  and 
in  the  past  OPEC  has  used  that  as  an 
excuse  for  setting  new  prices  to  match — 
meaning  much  more  than  a  10%  in- 
crease in  December.  It's  a  very  delicate 
situation."  ■ 


Europe  s  subsidized  aircraft  makers  will  have 
an  airplane  competitive  with  Boeings  pro- 
posed new  767,  hut  they  stand  to  lose  money 
on  every  craft  they^  sell. 

Britain's 
newest  albatross 


By  Howard  Banks 


In  the  interests  of  artificially  creating 
jobs,  Britain's  Labor  Government  has 
managed  to  hang  yet  another  albatross 
around  its  own  neck.  It  has  found  yet 


another  way  to  waste  some  of  the  pre- 
cious North  Sea  oil  money  that  once 
seemed  to  offer  some  hope  of  restoring 
that  nation's  chronically  anemic  econo- 
my to  some  semblance  of  health. 

Britain  has  won  the  grudging  consent 
of  France  to  reenter  Europe's  Airbus  In- 


AiOO  Airbus  in  the  .  \,   /  n  1 1 , 

A  beautiful  performer  is  likely  to  cost  Europe's  taxpayers  a  bundle. 


dustrie  consortium,  which  will  pro 
Europe's  subsidized  answer  to  Boei 
planned  767.  The  new  plane,  whose 
livery  is  scheduled  to  begin  in  late  1 
will  be  called  the  A3 10  and  is  a  sm; 
version  of  the  260-passenger  A300 
bus.  When  all  the  obligations  and  cc 
tions  are  included,  this  doubtful  privi 
promises  to  cost  Britain  something 
ward  of  $600  million  over  the  peric 
the  next  five  years. 

As  a  result  of  this  new  deal,  Briti 
nationalized   British   Aerospace  C 
(BAe)  now  has  a  20%  stake  in  Ai 
Industrie   against   40%    each  for 
French  (through  state-owned  AeroL 
tiale)  and  the  West  Germans  (65% 
held  by  Messerschmitt-Bolkow-Bl 
and  35%  by  nearly  broke  VFW-Fok 
Under  the  newly  revised  articles  o 
corporation  of  Airbus  Industrie,  the 
ish  have  a  veto  power  if  they  dare  t( 
it,  since  a  vote  of  over  80%  will  bi 
quired  on  all  major  decisions. 

But  it  is  still  a  high-risk  investr 
for  the  British.  Airbus  Industrie 
huge  debts  from  the  current  260- 
A300  Airbus — $1.4  billion  for  design 
development,  plus  $1.7  billion  to  : 
production.  France  and  West  Gern 
have  split  virtually  all  this  huge  > 
Now  the  consortium  plans  to  plow 
other  $900  million  or  so  into  desig 
and  developing  the  new,  smaller 
seat  A3 10,  plus  at  least  as  much  aga 
launch  its  production.  The  cost  of 
project  is  to  be  split  25%  to  Britain 
37V2%  each  to  France  and  West 
many — the  curious  split  stemming  i 
the  fact  that  Britain  will  design 
A3 10  wing  and  will  therefore  get  i 
than  its  "fair"  share  of  the  work. 

British  Aerospace  is  committee 
spending  around  $600  million  by  \9i 
get  back  into  the  consortium.  Muc 
this  money  will  probably  never  c 
back.  The  West  German  and  Frencl 
dustries  regard  360  A300's  as  the  bi 
even  point.  But  that  does  not  inc 
production  costs  or  the  cost  of  estab 
ing  Airbus  Industrie  itself  and  its 
keting  and  sales  support  system.  Ino 
ing  the  new  investment  in  the  A3 10 
Germans  admit  that  breakeven  fen 
two  projects  will  need  joint  sales  of 
800  craft;  private  estimates  made  di 
the  negotiations  put  the  figure  at  arc 
830.  Experts  figure  the  world  marke 
pLanes  of  this  size  to  be  about  2,500 
10  years. 

What  are  Airbus'  prospects  for  ge 
the  third  of  this  market  it  needs  to  b 
even?  Very  poor.  This  would  be  far  i 
than  the  5%  share  Europeans 
historically  achieved.  In  addition,  Ai 
would  compete  both  with  existing 
craft,  such  as  Boeing's  727,  Lockh" 
TriStar  and  McDonnell  Douglas'  D( 
as  well  as  new  models  like  Boeing's 
and  767.  The  more  time  it  takes  t^ 
even  close  to  its  sales  target,  of  coj 
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the  more  interest  charges  are  added  to 
the  Airbus  cost  burden. 

The  Europeans  insist  that  the  risks 
and  the  subsidies  are  justified  because  of 
the  urgency  of  the  goal.  Europe  must 
become  strong  in  civihan  aircraft  manu- 
facture, says  Martin  Gruner,  West  Ger- 
man secretary  of  state  responsible  for 
aviation,  if  it  is  to  regain  its  "rightful 
market  share"  in  passenger  jets.  (Europe 
comprises  about  25%  of  the  world  mar- 
ket but  now  gets  only  5%  of  world  sales.) 
And  that  means  above  all  getting  in  on 
the  current  booming  market. 

And  a  boom  it  is.  As  their  profits  and 
cash  flow  have  risen,  the  airlines  of  the 
world  have  placed  orders  for  over  600 
new  jets  during  the  first  ten  months  of 
1978.  Airbus  Industrie  got  a  good  slice, 
with  73  orders  and  options  for  the  A300 
and  60  tentative  options  for  the  A3 10 
(until  its  performance  is  fully  defined, 
orders  cannot  be  firm). 

Even  if  Airbus  does  by  some  miracle 
get  one  third,  it  will  require  that  Airbus 
Industrie's  partners  hike  their  risk  even 
further.  They  must  step  up  production 
from  the  present  two  aircraft  per  month 
to  an  estimated  three  a  month  in  1980 
and  perhaps  six  or  seven  of  the  two  types 
by  1985.  "Producing  only  two  aircraft  a 
month,  nobody  can  make  money,"  says 
Emest-Georg  Pantel,  Messerschmitt's 
managing  director. 

Airbus  Industrie's  present  production 


system  can  cope  with  about  six  aircraft 
per  month,  given  some  new  local  invest- 
ment and  a  50%  increase  in  the  present 
production  work  force  of  12,000  (there 
are  another  5,000  in  design,  marketing, 
administration  and  the  like).  But  increas- 
ing output  beyond  six  a  month  would 
probably  require  a  second  assembly  line. 

It  is  a  clear  illustration  of  the  failings  in 
this  kind  of  international  collaboration 


"Britain  has  won  the  grudging 
consent  of  France  to  reenter 
Europe's  Airbtis  Industrie  con- 
sortium, which  will  provide  Eu- 
rope's subsidized  answer  to 
Boeing's  planned  767.  This 
doubtful  privilege  will  cost 
Britain  over  $600  million." 


that  any  second  assembly  line  would 
probably  not  be  put  in  the  most  sensible 
location,  at  Toulouse  in  France  alongside 
the  first  one.  The  West  Germans  want  to 
put  airliners  together  too,  to  have  some- 
thing to  show  for  all  the  money  they  are 
pouring  into  the  project.  Costs  come  sec- 
ond in  such  decisions,  since  politicians 
understand  quite  clearly  the  vote-getting 
value  of  having  something  tangible  to 
point  to  as  a  result  of  their  spending  of 
taxpayers'  money. 
The  saddest  aspect  of  all  is  that  BAe 


was  not  forced  to  join  Airbus  Indusi 
The  British  government  gave  all  thre 
its   state-owned   aircraft  enterpris 
British  Aerospace,  British  Airways 
Rolls  Royce — their  free  choice  of  w 
ing  with  Airbus  Industrie  or  with  Bo 
on  the  next  generation  of  airliners, 
ish  Airways  chose  Boeing's  new 
partly  because  of  this  order,  Boeing  c 
Rolls  Royce  engines  to  power  the  in 
version  of  the  airliner,  which  has 
been  selected  by  Eastern  Air  Lines. 

For  months  BAe  dickered  with  Boc 
then  finally  rejected  an  invitation  t( 
come  a  risk-sharing,  potentially  pr 
able  subcontractor  on  the  757.  Why 
sically,  because  Boeing  adopted  a  b 
nesslike  attitude.  The  Seattle-b 
giant,  which  has  built  more  comme: 
jets  than  the  rest  of  the  world  put  to}j 
er,  wanted  the  British  to  produce  ' 
close  to  the  same  cost  efficiency  Bo 
does.  So  BAe  ended  up  by  turnm, 
cozier,  subsidized  Europe. 

On  paper  and  in  selling  price,  the 
A3 10  looks  just  as  good  as  its  most  d: 
rival,  the  proposed  Boeing  767  that  L 
ed  Airlines  chose  in  a  pace-setting  c 
placed  in  August.  But  the  total  in^ 
ment  in  the  two  versions  will  be  air 
double  Boeing's  anticipated  investn 
in  the  767,  and  could  well  end  up  cos 
Europe's  taxpayers  billions.  Autark 
alive  and  well  in  an  increasingly  so 
ized  Europe.  ■ 


Frank  B.  Hall  &  Co.  A  Corporal 


These  illustrious  clients  and  many  more 
consider  Frank  B.  Hall  the  encyclopedia  of 
insurance  brokerage.  3200  professionals  in 
122  locations  make  our  international  net- 
work the  definitive  source  of  protection  for 
cprpprate  human  and  financial  resources. 
ContactVus  and  discover  why,  since  1862^ 


r  Itst  Sellen 


iow  a  profitable  hanking  ploy — arbitrage  on 
I  huge  scale— forced  President  Carter's  hand. 

The  games  bankers 

play 


By  Ben  Weberman 


^HiLE  higher  interest  rates  and  Presi- 
;nt  Carter's  anti-inflation  measures 
ere  in  the  cards  anyhow,  both  moves 
ere  hastened  by  U.S.  banks  who  were 
bitraging  the  difference  in  interest 
tes  between  New  York  and  the  London 
irodollar  markets.  Profitable  for  the 
inks,  the  ploy  was  adding  unbearable 
essure  on  the  dollar. 
Here  is  what  happened: 
The  big  New  York  banks  were  drawing 
billions  of  dollars  on  six-month  nego- 
ible  certificates  of  deposit  paying 
!  in  late  October,-  their  gross  cost, 
:er  various  fees  and  reserve  require- 
cnts,  was  less  than  10.65%.  The  banks 
imediately  moved  the  money  to  Lon- 
n  where  it  was  deposited  in  European 
nks  at  the  going  rate  of  liy8%.  And 


voild!  A  net  gain  on  arbitrage  of  1%. 

Why  was  this  so  damaging  to  the  dol- 
lar? Because  the  European  banks  quickly 
got  rid  of  the  dollars,  changing  them  into 
German  marks  or  Swiss  francs  or  other 
currencies,  hoping  to  gain  from  the  dol- 
lar's fall  enough  to  cover  the  high  inter- 
est rate  and  still  come  out  well  ahead. 

Huge  amounts  were  involved.  In  the 
last  week  in  October  alone  at  least  $3 
billion  was  traceable  eastward  across  the 
Atlantic,  about  two-thirds  of  it  through 
New  York  banks,  the  rest  through  Chica- 
go and  California.  The  banks  loved  it. 
They  probably  nailed  down  a  six-month 
profit  of  $7.5  million. 

Meanwhile,  the  European  banks  were 
enjoying  the  game  so  much  that  they 
began  bidding  even  higher  to  get  the 
deposits  from  U.S.  banks.  The  London 
interbank  rate  climbed  to  1 1%%.  Warm- 
ing to  the  game,  the  U.S.  banks  raised 


their  own  rates  so  they  could  keep  shov- 
eling the  money  eastward.  On  Monday, 
Oct.  30,  the  London  interbank  rate  hit 
12V4%,  and  the  U.S.  banks  were  paying 
11.05%  for  six-month  CDs. 

The  faster  the  game,  the  greater  the 
pressure  on  the  dollar,  and  U.S.  interest 
rates  were  being  pushed  higher  and  higher. 

The  numbers  were  staggering.  In  only 
one  week — that  ending  Nov.  I — New 
York  City  banks  alone  added  $1.2  billion 
to  their  CD  liabilities.  During  the  same 
week,  the  Federal  Reserve  took  into  cus- 
tody for  the  account  of  foreign  central 
banks  no  less  than  $3.8  billion  in  U.S. 
Treasury  securities — indicating  the  furi- 
ous pace  at  which  the  foreign  central 
banks  were  buying  dollars  in  a  desperate 
effort  to  keep  the  strongest  currencies 
from  rising  even  faster  and  further 
against  the  dollar. 

By  moving  when  they  did  to  make 
money  more  costly  here,  and  to  enhance 
faith  in  the  dollar,  the  Administration 
and  the  Fed  checked,  temporarily  at 
least,  this  vast  vacuum-cleaner  operation 
that  was  sucking  dollars  from  the  U.S. 

How  the  central  bankers  must  yearn 
for  the  old  days  when  it  was  relatively 
easy  to  insulate  one  currency  and  one 
economy  from  the  others!  And  how  torn 
other  bankers  must  be — forced  by  com- 
mon sense  to  applaud  prospects  for  a 
stronger  dollar,  yet  sad  to  see  such  easy 
pickings  at  least  temporarily  gone.  ■ 
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We  make  you  safe.  You  make  us  farodus. 


Report  from  Number  One  Wall  Street 


How  Irving's  Corporate  Financal  Counseling  works  for  companies. 


Practiced  and  practical. 

Each  year,  Irving's  ODrporate 
Financial  Q)unseling  professionals 
hold  seminars  on  subjects  of  inter 
est  to  corporate  managers.  And 
v^en  Victor  Suhar,  International 
Group  Manager,  conducts  ses- 
sions, the  subjects  are  international 
in  scope. 

"We're  working  practition- 
ers," he  explains,  "so  we  speak 
from  experience. 

"Recendy,  for  example,  we 
were  retained  as  counsel  on  foreign 
exchange  risk  management  by  a 
U.S.  manufacturerofindustrial 
equipment  having  heavy  equity 
participadons  abroad.  Our  assign- 
ments: first,  design  a  program  to 


reduce  foreign  exchange  risk.. 
Then,  evaluate  the  company's 
equity  investments  overseas. 

"Later,  a  European  affiliate 
engaged  us  for  a  recapitalization 
and  a  five-year  financing  plan. 

"Ejqjerience  like  this  enables 
us  to  make  successful  recommenda- 
tions for  our  clients  worldwide." 

Independent,  informed 

counsel.   "Last  year  alone, 
some  500  companies  called  on  our 
services  to  meet  a  wide  variety  of 
needs."  Speaking :  Harry  Lund, 
Domestic  Group  Manager,  Cor- 
porate Financial  Counseling. 

"Broadly,  we're  corporate 
consultants  on  all  matters  of  long- 
term  finance  and  financial  man- 
agement. We  assist  our  customers 


in  areas  ranging  from  mergers  and 
private  placements  to  dividend  pol- 
icy and  profit  goals.  We're  a  source 
of  up-to-date  information  and  in- 
sight on  financial  issues.  And  we've 
a  supplemental  staff  to  help  with  big 
or  urgent  projects. 

"But  most  of  all,  we  offer 
something  that  managers  just  can't 
find  in  their  own  companies— an 
independent,  informed  opinion  on 
problems  of  corporate  financing 
and  policy." 

The  Olympic  bank.  Irving 

is  well-prepared  to  serve  as  the 
Official  Bank  of  the  1980  Olympic 
Winter  Games.  After  all,  we  have 
more  than  1 00  years  of  experience 
in  international  banking . 


Irving  Trust  Company.  Unique.  Worldwide 


A  CHARTER  NEW  YORK  BANK  # 


lb 


THE  OFFICIAL  BANK  OF 
TMiHH  THE  1980  OLYMPIC  WINTER  GAMES. 


Member  FDLC 


^ter  more  than  a  decade  of  diversification,  this  richly  profitable 
peliner-turned-conglomerate  is  thinking  gas  and  oil  again.  In  fact, 
:  young  neiv  boss  even  utters  the  word  ''divestment  when  he  talks 
lout  some  of  his  nonpetroleum  acquisitions. 


Tenneco  goes 
into  reverse 


Sections  ofTenneco's  lO.OOO  Diilc.s  of/n/ic/iiic  hcfinc  hcniii  it  cUlcil  cmd  buried 
Without  natural  gas  to  fill  them,  they're  just  metal  tubes. 


By  James  Flanigan 


V  V  E  PERCEIVE  greater  opportuni- 
fki  ties  in  the  oil  and  gas  and  pipe- 
'w  line  businesses,"  says  James  L. 
elsen,  looking  directly  at  the  ques- 
ler  while  disclaiming  any  interest  in  a 
new  acquisition  for  Tenneco,  Inc. 
It's  a  sharp  switch  for  the  $9  billion 
;ets)  company  and  a  strong  statement 
n  its  young  (48),  new  (since  June) 
s.  Tenneco  began  its  career  as  the 
ion's  best-run  pipeline  company  and 
dually  switched  to  become  a  first-rate 
glomerate  when  its  founder,  Gardi- 
Symonds,  became  disenchanted 
h  the  regulated-near-to-death  pipe- 
;  business.  Today  such  businesses  as 
n  and  construction  machinery  (J.I. 
;e);   shipbuilding  (Newport  News); 

auto  parts,  chemicals,  packaging, 
culture  and  insurance  provide  over 
of  the  revenues  of  this  Houston- 
;d  company,  whose  return  on  equity 
been  an  above-average  16.8%  over 
past  five  years. 

I  founder  Symonds'  latter  years  natu- 
gas  prices  were  frozen  at  artificially 
levels.  This  led  to  a  drying  up  of  new 
;)lies  to  the  interstate  market  in  the 
y  1970s,  reducing  the  flow  through 
neco's  16,000-mile  pipeline  system 
vindicating  Symonds'  diversifica- 
s.  But  it  also  led  to  Tenneco's  launch- 
an  expensive  exploration  effort  to 
gas  to  help  fill  its  pipeline.  That 
't  has  cost  almost  $2  billion  since 
I,  but  it  has  also  been  remarkably 
;essful. 

:nneco  now  has  3  trillion  cubic  feet 
atural  gas  reserves,  more  than  any 
r  pipeline  company  and  almost  as 
h  as  some  sizable  oil  companies, 
leco,  in  fact,  has  a  $2  billion  (sales) 
nd  gas  company  within  its  $8.5  bil- 
sales  mix,  no  giant  as  an  oil  com- 
'  but  bigger  than,  say,  a  Pennzoil. 
f  at  it  this  way:  Tenneco's  oil  com- 
'  is  almost  as  big  as  the  whole  of 
-McGee. 

Jim  Ketelsen  takes  over  at  a  time 
a  past  investments  and  the  changing 
s  concur  to  Tenneco's  benefit.  We 
ot  praise  the  present  by  condemning 
past,  and  he  claims  no  great  fore- 
:.  As  recently  as  two  years  ago,  when 
Isen  was  chief  financial  officer  of 
leco,  the  company  was  still  seeking 
iversify  on  a  big  scale  by  making  a 
:o  acquire  Anaconda.  Atlantic-Rich- 
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field  beat  it  out  for  that  big  fish.  ''We 
were  uncertain  about  the  future  of  oil  and 
gas,"  explains  Ketelsen.  "We  thought  we 
could  see  a  downturn  in  income  in  the 
latter  1980s  and  wanted  to  bridge  that 
future  gap.  Today  we're  satisfied  that  oil 
and  gas  income  moves  out  to  the  late 
1990s  and  perhaps  later." 

What  about  the  continuing  price  con- 
trols on  oil  and  gas?  Ketelsen,  an  Iowa- 
born,  onetime  C.P.A.,  sees  it  not  as  a 
ceiling  on  the  company's  ambitions,  but 
as  a  floor  under  them.  "Anybody  who 
has  oil  and  gas  in  the  U.S.  today  knows 
what  they're  going  to  get  for  it  and  can 
predict  their  income  reliably.  It's  a  solid 
market  with  price  controls,"  says  Ketel- 
sen, a  big,  six-foot,  three-inch  midwest- 
crner  who  smiles  often  and  easily. 

"As  long  as  you  have  a  given  level  of 
production  there's  no  risk  involved  in 
generating  a  return.  The  law  of  supply 
and  demand  really  doesn't  apply  because 
it's  price  controlled  at  a  level  below  im- 
ports, which  is  the  balance  wheel,"  he 
goes  on,  reinforcing  his  point.  It's  a  sub- 


tle point,  but  sensible:  By  keeping  U.S. 
gas  and  oil  artificially  cheap  but  at  a 
profitable  level,  the  government  is,  in 
effect,  guaranteeing  a  market  for  every 
drop  produced. 

What  Ketelsen  is  at  pains  to  empha- 
size is  that  oil,  gas  and  the  pipeline  give 
Tenneco  a  strong,  reliable  base  of  grow- 
ing earnings.  The  other  diversified  divi- 
sions, which  produce  auto  parts,  farm 
and  construction  equipment,  chemicals, 
ships,  packaging  and  avocados,  can  fluc- 
tuate in  earnings.  But  Tenneco  will  go 
forward  year  in,  year  out  because  its  base 
is  reliable,  thanks  to  regulation. 

Accordingly,  Ketelsen  is  focusing  the 
company's  ample  cash  flow  ($823  mil- 
lion in  1977)  on  strengthening  that  base, 
to  make  sure  Tenneco  maintains  that 
necessary  "given  level  of  production,"  as 
he  puts  it.  Compared  with  $2  billion 
invested  in  oil  and  gas  in  the  last  six 
years — about  $330  million  per  year  on 
average — Ketelsen  has  budgeted  $1  bil- 
lion for  the  Tenneco  oil  division  in  the 
next  two  years,  roughly  a  50%  increase. 
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From  deposits  coming  into  production  at 
the  moment,  Tenncco  will  increase  gas 
output  25%  by  1981.  That  is  on  top  of  a 
47%  increase  over  the  last  six  years,  a 
period  when  most  of  the  industry  was 
declining. 

As  a  result  of  its  timely  expenditures, 
Tenneco  has  108  leases  in  the  Gulf  of 
Mexico,  52  of  them  producing,  20  under 
development  and  the  rest  still  to  be 
drilled.  It  is  ready  to  sink  a  test  well  in 
the  Baltimore  Canyon,  near  where  Texa- 
co already  has  a  discovery;  it  acquired  a 
big  lease  position  in  the  waters  off  Geor- 
gia this  year.  Meanwhile,  the  company 
owns  180,000  acres  of  land  in  southern 
Louisiana,  which  is  gas  territory,  and 
320,000  acres  in  Kern  County,  Calif,  that 
produce  oil.  It  has  large  lease  positions  in 
the  gas-bearing  basins  of  Oklahoma, 
Texas,  North  Dakota  and  New  Mexico, 
where  it  produces  gas  today. 

Drilling  activity  in  all  those  areas  is 
going  to  step  up  to  an  even  faster  pace  as 
a  result  of  the  new  natural  gas  bill,  with 
its  commitment  to  gas  as  a  prime  U.S. 
fuel  and  its  attractive  pricing  structure. 
"The  big  plus  on  oil  came  with  the  em- 
bargo, when  oil  prices  went  up,"  reflects 
Ketelsen.  "That  impact  is  just  now  being 
felt  in  natural  gas.  The  new  bill  brings 
new  gas  up  to  S2.10, 1  guess  [S2.06  today, 
with  future  increases  pegged  at  the  infla- 
tion rate  plus  3.7%].  That's  a  long  way 
from  6  to  8  cents  per  thousand  cubic  feet 
of  some  25  years  ago  when  the  discovery 
of  gas,  rather  than  oil,  disappointed 
drillers  and  businessmen  like  Gardiner 
Symonds  because  the  price  was  so  low  as 
to  make  the  gas  barely  profitable. 

For  Tenneco,  the  added  and  unantici- 
pated advantage  of  the  new  era  for  gas  is 
the  salvation  and  renewal  of  prospects 
for  Tenneco's  pipeline. 


Tenneco  transports  some  4.5  billion 
cubic  feet  of  gas  per  day  to  the  Midwest 
and  the  East.  The  pipeline  contributes 
$1.8  billion  of  Tenneco's  revenues  and 
some  $140  million  to  net  income.  The 
pipeline  earns  its  income  as  a  percentage 
of  its  capital  base,  and  with  depreciation 
exceeding  new  investment  that  base  has 
been  declining  for  the  last  three  years  to 
just  over  $1.5  billion  at  the  end  of  1977. 
The  pipeline's  earnings  have  not  actually 
declined  yet  because  rising  costs  of  mon- 
ey have  forced  regulators  to  allow  a  high- 
er rate  of  return — currently  close  to 
10% — on  capital.  But  ultimately  those 
earnings  would  have  declined  were  it  not 
for  the  gas  bill,  which  allows  higher- 
priced  new  gas  to  flow  to  the  interstate 
market. 

Now  Jack  Ray,  head  of  Tenneco's  pipe- 
line subsidiary,  speaks  of  the  "great  po- 
tential" of  his  business.  He  believes  the 
capital  base  of  Tenneco's  pipeline  will  be 
at  $2  billion  in  the  early  1980s,  up  by  a 
half  billion  dollars.  The  subsidiary  is  in- 
vesting $200  million  this  year,  $60  mil- 
lion of  it  for  new  gathering  lines.  That 
alone  will  stabilize  the  capital  base. 
"Four  or  five  years  out  we're  going  to  see 
our  pipeline  become  a  growth  business 
again  in  terms  of  generating  increased 
earnings,"  says  Jim  Ketelsen. 

He  totes  up  the  possibilities:  gathering 
lines  from  new  gas  basins,  especially 
from  those  off  the  East  Coast;  the  pros- 
pect that,  with  the  gas  bill  out  of  the 
way,  Washington  will  come  to  its  senses 
and  buy  the  gas  Mexico  is  offering.  That 
would  mean  new  pipelines  laid  from 
Houston  to  the  Mexican  border.  Lique- 
fied natural  gas  projects  arc  further  down 
the  road  at  best,  because  the  U.S.  govern- 
ment currently  favors  domestic  develop- 
ment for  gas;  but  Ketelsen  believes  he'll 


be  allowed  to  bring  such  gas  from 
dad  because  it's  in  the  Western  li 
sphere.  And  sometime  in  the  1980s 
sees  Tenneco  having  a  hand  in  coal 
ification,  which  will  be  a  regulated  r 
of-return  industry,  with  enormous  • 
ital  expenditures  becoming  part  of  a 
ital  base. 

Like  many  other  chief  executive 
solid  businesses  today,  Ketelsen  is  \ 
puzzled  and  hurt  that  the  stock  ma 
sees  fit  to  put  a  price/earnings  ratH 


''The  law  of  supply  and  < 
mand  really  doesnt  apply 
oil  and  gas,"  says  KetelSi 
"because  Ws  price  contrail 
at  a  level  below  imports,  whi 
is  the  balance  wheel." 


only  seven  on  his  growing  bu 
(Tenneco,  which  will  earn  $4.35  a  bi 
fully  diluted  this  year,  has  been  scl 
around  $31.)  He  mentions  Proctei 
Gamble  and  Caterpillar  Tractor,  two  1 
chips  that  happen  to  rank  just  ab 
Tenneco  on  Forbes'  Profits  500 
r'FoRBES,  May  15),  but  which  have  be 
P/Es.  "But  our  cash  flow  is  hundred 
millions  more  than  theirs,"  says  Kt 
sen  rather  like  an  overlooked  athlete 

He  ticks  off  blue  chips  that  trad 
more,  without  mentioning  some 
trade  at  less,  such  as  General  Motor 
five.  But  Ketelsen  knows  the  prob 
and  implies  it  clearly  when  speakm 
fluctuating  earnings  in  the  diversificc 
visions.  Most  of  the  companies  Tenr 
acquired  were  troubled.  All  are  profit, 
today,  but  almost  all  are  still  vulncr. 
rather  than  being  market  leaders  in  t 
industries. 

When  things  go  wrong,  they  go  s 
tacularly  wrong.  Newport  News  S 
building — contributing  some  $800  : 
lion  of  Tenneco's  sales — has  lost  c 
$200  million  in  the  last  four  years 
commercial  ship  contracts.  This  ye 
$9  million  aftertax  writeoff  on  the  se' 
ment  of  claims  with  the  Navy  was  sn 
admittedly,  but  it  was  enough  to  un 
cut  Jim  Ketelsen's  goal  of  10%  am 
earnings  gains  for  Tenneco. 

Ketelsen  is  justifiably  proud  of  the 
Tenneco  has  done  bringing  the  acqu 
companies  back  to  profitability.  He  h 
seK  was  with  J.I.  Case  when  Tenr 
bought  it  in  1967.  He  became  its  pi 
dent  and  restored  it.  But  while  proud 
is  not  sentimental.  "The  potential 
expansion  or  divestment  is  there," 
says,  pausing  on  the  word  "divestme 
"We  are  not  wedded  to  these  things  a 
ultimate  end." 

What  he  s  really  saying  is  that  it's  t 
to  stop  thinking  of  Tenneco  as  a  c 
glomerate  and  time  to  begin  thinkm 
it  again  as  a  natural  gas  company  wi 
number  of  profitable  sidelines.  ■ 


TeiDieco  Chairuuin  Jcimcs  L  Kclclsen 

Gas  and  oil  will  still  be  good  business  in  the  year  2000. 
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Save  up  to  47% 
to  the  Orient! 


HONG  KONG  SWE%14 
MANILA  SWE^ 
lAIPEISWE^ 


ROUND 
TRIP 


ROUND 
TRIP 


ROUND 
TRIP 


Northwest's  new  Pacific  Budget 
Fare:  just  $690  round-trip  to  Manila 
and  $698  round-trip  to  Hong  Kong 
or  Taipei  from  San  Francisco  or 
Los  Angeles. 

Now  you  can  fly  to  the  Orient  on  one  of  four  daily  747 
flights — with  confirmed  reservation,  our  traditional  Regal 
Imperial  Service — and  get  big  discounts  off  Economy 
Fare,  too 

Plus  Northwest  still  gives  you  real  wide-cabin  comfort 
Some  other  airlines  are  squeezing  an  extra  seat  into  every 
row  in  Economy  on  747s,  but  not  Northwest  We  still  give  you 


comfortable  nine-across  seating  in  Economy  That  means 
wider  seats,  wider  armrests  and  wider  aisles 

To  qualify  for  our  Pacific  Budget  Fare,  just  meet  certain 
conditions  that  include  buying  your  tickets  at  least  21  days  in 
advance  of  the  week  you  want  to  leave  Northwest  will  confirm 
your  flight  and  departure  date  seven  to  fourteen  days  before 
the  week  you  take  off 

The  Pacific  Budget  Fare  is  available  for  both  one-way  and 
round-trip  travel 

If  you  change  your  travel  plans  and  don't  use  your 
reservation,  only  50%  of  the  purchase  pnce  can  be  refunded 
Stopovers  not  permitted  Seats  at  this  fare  are  limited — so 
make  plans  early  Taxes  not  included 

Northwest  also  serves  Tokyo,  Osaka,  Seoul  and  Okinawa 


747  SERVICE  TO  TOKYO 


LEAVE 


ARRIVE 
(next  day) 


LEAVE 


ARRIVE 
(next  day) 


Anchorage 
Chicago  (O'Hare) 

Honolulu 

Los  Angeles 
Minneapolis/St.  Paul 


3:05pMoWe  NONSTOP  5:35p 
11:50aExMoWe  NONSTOP  4:00p 


1 1  ;50a  MoWe 

1:30p 

3:55p 
1 1:10a 

8:30a 


NONSTOP 
NONSTOP 


5:35p 
5:25p 
7:50p 
7:50p 
7:50p 


New  York  (JFK) 


San  Francisco 
Seattle/Tacoma 
Washington,  DC 
(Dulles) 


10:00a  5:00p 

8:00a  ExMoWe  4:00p 

8:00a  MoWe  5:35p 

9:00a  5:25p 
1:50p             NONSTOP  5:00p 

9:45a  MoWe  5:35p 

9:45a  ExMoWe  4;00p 


For  complete  fare  information  and  reservations,  call  a  travel  agent  or  Northwest. 

NORTHWEST  ORIENT 

The  wide-cabin  airline 


Inventory  funds  aren't  yet  a  threat  to  "Wall 
Street,  but  they're  saving  a  few  money  manag- 
ers a  nice  bit  of  change  in  brokerage  fees. 


Trading  with 
yourself 


l>n  c)ii(in:  /imaniiii)-  (,/ciiii  Ken! 

Brainstorming  with  the  index  and  keeping  his  change. 


Two  years  ago  Honeywell,  Inc.'s 
money  manager  Glenn  Kent  de- 
cided to  put  one-third  of  the  com- 
pany's S350  million  pension  fund  into  an 
index  fund.  The  idea  was  to  protect  the 
overall  fund  from  volatile  swings  in  the 
market  by  putting  a  chunk  of  the  assets 
into  250  issues  listed  on  the  Standard  (!k 
Poor's  500  index.  That  fund  wouldn't  be 
heavily  traded  but  would  sit  "passively." 

Setting  up  the  index  fund  gave  Kent 
another  idea.  Like  many  big  corporate 
money  men,  he  had  parceled  out  Hon- 
eywell's other  pension  fund  assets  to  sev- 
eral different,  "active"  portfolio  manag- 
ers. It  galled  Kent  that  "the  transaction 
costs  of  buying  and  selling  stock  weighed 
heavily  on  our  performance."  Why  not, 
he  reasoned,  draw  on  the  new  index 
fund's  portfolio  instead  of  going  through 
a  broker  whenever  one  of  the  active  port- 
folio managers  wanted  to  buy  or  sell  a 
stock  on  the  250-issue  list?  What's  more, 
it's  not  unusual  in  these  multimanager 
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situations  for  one  manager  to  be  sellmg, 
and  another  buymg,  the  same  issue  si- 
multaneously. Why  pay  to  shuffle  a  stock 
from  one  account  to  another? 

Thus  the  "inventory  fund"  was  bom. 
So  far,  only  a  half  dozen  large  multiman- 
ager pension  funds  are  using  them.  But 
they  have  already  saved  big  investing  an 
estimated  $2.5  million  in  transaction 
costs.  So  far,  that's  nothing  to  scare  Wall 
Street,  where  annual  commissions  for 
the  New  York  Stock  Exchange  alone  to- 
tal about  $2  billion.  Even  if  all  the  esti- 
mated 120  multimanager  pension  funds 
large  enough  to  use  inventory  funds 
beneficially  set  them  up,  the  NYSE  esti- 
mates It  would  take  away  S20  million,  or 
only  1%  in  commissions,  on  NYSE 
trades.  But  should  these  inventory  funds 
find  a  legal  way  to  trade  among  rbem- 
selix's,  it  could  pose  more  of  a  threat  to 
some  brokerage  firms  now  profiting 
from  institutional  business. 

Some  recent  action  involving  Sperry 


Rand's  S32  million,  250-stock  invent 
fund,  run  by  Chase  Manhattan  Ba 
gives  some  idea  of  how  the  cone 
works.  On  Monday,  Sept.  25,  one 
Sperry's  six  managers  wanted  to  buy 
shares  of  IBM  at  $280  a  share.  He  as 
the  inventory  manager  whether  he  C( 
have  500  shares  from  the  6,000  in 
fund.  So,  without  any  brokerage  fees, 
500  shares  moved  from  the  inveni 
into  the  manager's  portfolio — from 
of  Sperry's  pockets  to  another. 

Two  days  later  another  one  of  Sper 
managers  decided  to  sell  some  IBM,  t 
at  279.  The  inventory  fund  welcomed 
430  shares  which  brought  the  numbc 
IBM  shares  in  the  fund  almost  bacl- 
6,000.  Without  the  inventory  fund, 
buying  and  selling  of  IBM  by  the 
portfolio  managers  would  have  i 
Sperry  an  estimated  $2,600  in  tran 
tion  fees  alone. 

What  IS  far  more  common  than  sin 
taneous  trading  of  a  single  stock,  ^ 
Raymond  L.  Colotti,  the  innovative 
year-old  pension  manager  at  Sp 
Rand,  is  "offsetting  trades  within 
same  industry.  If  one  manager  h 
Exxon  and  another  sells  Mobil,  they 
partially  offsetting  each  other." 

The  inventory  fund,  of  course,  c 
operate  as  a  dumping  ground  for  portf 
managers.  Most  won't,  for  example, 
cept  trades  that  put  them  out  of  line  \ 
the  index.  If  the  fund  does  lose  its  bala 
it  buys  and  sells  with  the  exchanges. 

Before  starting  his  inventory  ti 
Honeywell's  Kent  asked  Wilshire  Ass 
ates,  a  Santa  Monica,  Calif,  consul 
firm,  to  develop  the  concept.  It  fo 
"potential  for  substantial  savings"  s: 
the  cost  of  maintaining  such  a  fund 
less  than  the  savings  on  commissi 
Also,  the  management  fee  for  a  fun 
less  than  half  what  it  would  be  fo 
"active"  portfolio. 

Kent  set  up  Honeywell's  inven 
fund  in  luly  1977.  Colotti  followed  \ 
the  Sperry  Rand  fund.  Since  then,  Un 
Technologies,  which  has  Si. 6  billio: 
total  pension  assets,  has  a  $58  mil 
fund  at  Citibank.  Bankers  Trust  has 
up  a  $150  million  inventory  for  Ger 
Telephone  &  Electronics  and  a  S30 
lion  fund  for  Kraft.  And  Internati 
Harvester  is  looking  into  starting  a  f' 

Despite  the  savings,  bankers  and  n 
ey  managers  are  treading  cautiously, 
the  regulators  are  watching.  A  repor 
the  Securities  &  Exchange  Commis 
says  that  as  yet  the  funds  are  too  few 
too  small  to  threaten  orderly  marl 
but  they  could  with  future  growth. 

And  inventory  funds  are  obviously 
for  everybody.  You  need  a  large  pen 
fund — $100  million  is  considered 
minimum.  You  also  need  to  have  st 
thing  like  a  "master  trust"  arrangen 
under  which  a  bank  holds  the  stockst 
corporation  under  one  roof,  so  the  sv 
go  between  accounts  and  not  ownerr 
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The  Standard  of  Giving. 


Seagrams  V.O. 

)ttled  in  Canada.  Preferred  throughout  the  world 

Enjoy  our  quality  in  moderation. 

inadian  whisky.  A  blend.  6  years  old.  86.8  proof.  Seagram  Distillers  Co.,  N.Y.C.  Gift-wrapped  at  no  extra  charge. 


MAY  14 

FORBES  Eleventh  Annual 
Directory  to  America's 
Leading  Corporations 

The  Annual  FORBES  500s  present  the  most 
complete  record  of  the  year  on  American  Busi- 
ness. Filled  with  facts,  figures  and  editorial 
evaluations  on  the  progress  of  about  800  com- 
panies, special  emphasis  is  focused  on  the  top 
500  companies  in  assets,  sales,  net  profits  and 
stock  market  value.  From  banks  to  utilities,  the 
Directory  ranks  all  companies  and  spotlights 
management  performances.  Useful  guidelines 
for  understanding  long-range  trends  are  in- 
cluded in  this  valuable  reference  issue. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  issue. 

Closing  date  for  all  advertising: 
April  9 


JANUARY  8 
The  FORBES 

Thirty-first  Annual  Report 
on  American  Industry 


This  annual  reference  issue  analyzes  more  than 
1,000  of  America's  largest  corporations  based 
on  the  exclusive  FORBES  statistical  yardsticks 
of  management  performance.  Companies  are 
ranked  in  the  following  lists:  profitability,  growth 
and  stock  market  performance.  These  leading 
firms  are  also  arranged  by  industry  groups  and 
sub-groups  and  ranked  against  their  competitors. 

An  accurate  and  often-used  start-of-the-year 
guide  to  who  is  where  in  the  major  management 
community — and  why. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  issue. 

Closing  date  for  all  advertising: 
December  4,  1978 


AUGUST  20 
FORBES 

Twenty-fourth  Annual 
Mutual  Funds  Issue 

An  insightful  guide  for  astute  investors,  the 
Annual  Mutual  Funds  Issue  spotlights  those 
funds  which  are  outperforming  the  averages  and 
earning  their  fees.  A  detailed,  statistical  analysis 
is  provided  to  measure  both  the  long-term  and 
short-term  performances  of  more  than  400  dif- 
ferent mutual  funds.  A  special  analysis  of  an 
additional  200  newer  funds  is  also  included. 

A  reader  service  card  will  be  available  to 
advertisers  in  the  Tssue. 

Closing  dates: 

Black  and  White:  July  23 

Four-Color:         July  16 


APRIL  30 

FORBES  1979 
Annual  Report 
Advertising  Section 


•••«•••••«•»«••••••••••*••••••••*«•••< 

Here's  the  ideal  place  to  advertise  your  annual 
report  to  FORBES'  investnnent-minded  audience 
(92%  of  FORBES'  subscribers  own  corporate 
stock  with  an  average  value  of  $232,000  and 
43%  help  make  investment  decisions  for  others). 

The  1978  Annual  Report  Advertising  Section 
generated  a  total  of  approximately  825,000 
responses  for  163  advertisers.  It  is  an  inexpen- 
sive and  highly  efficient  means  of  putting  your 
corporate  story  into  the  hands  of  those  who  are 
actively  involved  in  the  stock  market. 

All  advertisements  displayed  in  the  section 
cost  only  $1 ,580  for  Ve  page  black  and  white 
units. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  Annual  Report  Advertising 
Section. 

Closing  date  for  copy  and  illustration: 
March  16 


OCTOBER  29 
FORBES 

Industrial  Development 
Advertising  Section 

This  multi-page  advertising  section  is  devoted 
exclusively  to  industrial  development  and 
plant  site  advertisers,  it  is  an  ideal  location  for 
advertisers  to  reach  one  of  the  most  powerful 
and  influential  business  audiences  in  America. 
Forty-six  percent  of  FORBES'  subscribers  are 
in  top  management,  one  out  of  six  is  a  Board 
Chairman,  Director,  President  or  Chief  Execu- 
tive Officer.  Last  year's  advertisers  in  this  spe- 
cial section  received  an  average  of  well  over  600 

:  inquiries,  with  each  inquiry  including  name,  title 
and  company  of  respondent. 
All  advertisements  in  this  section  are  mod- 

I  erately-priced  at  $3,1 80  for  Va  -page  black  and 
white  units. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  Industrial  Development 
Advertising  Section. 

Closing  date  for  copy  and  illustration: 
September  17 


Three  out  of  four  corporate  officers 
in  America's  largest  companies  read 
FORBES  regularly.  That's  more  than 
read  Business  Week,  Fortune,  News- 
week,  Time  or  U.S.  News  &  World 
Report.  The  high  level  of  readership 
that  FORBES  enjoys  among  the  most 
important  leaders  in  the  U.S.  has 
been  confirmed  repeatedly  in  studies 
by  leading  independent  research 
firms,  such  as  Erdos  and  Morgan,  Inc. 

Top  executives  read  and  rely  on 
FORBES  because  it  provides  them 
with  the  business  information  they 
need  in  making  major  decisions  that 
affect  the  operations  and  profits  of 
their  companies. 

Shown  at  left  are  five  special  oppor- 
tunities to  tell  your  corporate  or 
product  story  effectively  and  effi- 
ciently to  the  most  important  audi- 
ence of  influential  executives  in  the 
U.S. — and  in  highly  compatible 
environments. 

Plan  now  to  advertise  in  one  or  more 
of  these  issues.  Your  advertising 
messages  will  enjoy  the  added  bene- 
fit of  repeated  opportunities  for 
exposure  because  the  issues  will  be 
read  and  referred  to  frequently  by 
those  who  own  and  run  American 
business. 


FORBES: 

CAPITALIST  TOOL 


From  feeding  a  pup 
to  packaging  pasta*.. 

Union  Camp  is  part  of  your  life! 


Union  Camp  packaging  helps  bring  dinner  to 
your  dog,  groceries  to  your  table,  and  a  wide 
range  of  other  products  to  home,  industry  and 
agriculture.  Consider  the  reliable  paper  bag.  So 
universally  used  it's  pretty  much  taken  for 
granted.  Yet  billions  of  bags  are  used  each  year 
to  carry  everything  from  food  to  industrial  chemi 
cals.  Union  Camp  is  a  leading  supplier  of 
a  variety  of  paper  and  plastic  bags. 
And  many  things  you  use  every  day 


Union  Camp 


reach  you  in  folding  cartons  made  from  white 
paperboard.  While  helping  enhance  as  well 
as  protect  the  products  they  carry,  last  year  over 
500  million  Union  Camp  folding  cartons  brought 
cosmetics,  appliances,  food  and  pharmaceuticals 
right  to  consumers.  Today,  more  and  more 

Union  Camp  packaging  is  helping  deliver 
the  products  you  want;  efficiently  and 
economically.  At  Union  Camp  satisfying 
your  demands  is  what  growth  is  all  about. 

B    Union  Camp  Corporation,  1600  Valley  Road.  Wayne,  New  Jersey  07470 


Growing  in  more  ways  than  one. 

PAPER  ■  PACKAGING  •  CHEMICALS  •  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 


\LTHOUGH  HE  EARNS  3  pdncely 
S440,000  a  year,  O.  (for  Orlando) 
Pendleton  Thomas  is  not  nearly 
rich  as  |ae  might  have  been.  Since  he 
ok  over  as  chief  executive  of  Akron's 
F.  Goodrich  Co.  in  1971,  he  has  been 
/en  hefty  stock  options:  100,000 
ares  of  stock  at  an  average  price  of  $22. 
the  late  1960s  Goodrich  had  often  sold 
r  over  $50  a  share;  if  it  were  to  get  back 
that  level,  Thomas  would  have  a  paper 
afit  of  $3  million  or  better.  An  instant 
rtune. 

Alas,  a  full  seven  years  later  Goodrich 
[Is  under  20  and  Thomas  has  exercised 

insignificant  number  of  those  op- 
)ns.  It's  not  that  Thomas  hasn't  done 
ything.  He  has  completely  restruc- 
red  the  company  and  has  spent  mil- 
ms  of  dollars  on  some  of  the  best  out- 
le  consultants  money  can  buy.  But 
)odrich  is  still  only  marginally  profit- 
le  on  $2.2  billion  in  sales.  Last  year,  a 
atively  good  year  for  Goodrich,  it 
med  only  $3.97  a  share,  a  return  of  less 
an  8%  on  a  book  value  that  exceeds 
0.  This  year  per-share  earnings  are  pre- 
tted  to  be  around  $4.25. 
Pen  Thomas,  64,  doesn't  fit  conven- 
nal  images  of  an  Akron  tiremaker.  In 
t,  he  isn't.  Tall,  elegant  and  cultured, 

spent  most  of  his  working  career  in 
;  oil  industry  and  missed  out  on  the 
)  spot  at  Sinclair  Oil  when  it  was 
rged  into  Atlantic  Richfield.  He  was 
»ught  into  Goodrich,  which  was  look- 


Wall  Street  waited  sei^en  years  for  Goodrich  to 
turn  around.  But  the  market  is  skeptical  of  the 
stock,  which  sells  for  40%  of  book  value — and 
doesnt  seem  to  be  worth  much  more. 


Waiting  for 
Goodrich 


ing  for  some  new  blood,  by  two  of  his 
fellow  board  members  at  Kraftco,  John 
Weinberg  of  Goldman,  Sachs  &  Co.  and 
Barry  Leithead,  formerly  chairman  of 
Cluett,  Peabody  &.  Co.,  Inc.,  who  also 
served  on  Goodrich's  board. 

The  consultants  told  Thomas  what  he 
already  suspected.  As  a  weak  fourth  in 
the  slow-growing  tire  industry,  Goodrich 
was  barely  hanging  onto  its  share  of  the 
market.  It  couldn't  sell  its  tire  business. 
Who  would  buy  it?  The  feds  would  frown 
on  sale  to  another  tire  company,  and 
who  else  would  want  a  capital-intensive, 
low-profit  business?  And  how,  after  all, 
could  Goodrich,  with  a  cash  flow  of  may- 
be $130  million  a  year,  compete  with 
Goodyear  with  $420  million?  The  deci- 
sion, therefore,  was  made  that  Goodrich, 


after  a  large  initial  investment,  would 
plow  most  of  its  profits  into  expanding 
the  strong  chemical  division. 

Chemicals  was  another  matter.  Good- 
rich was  already  the  dominant  North 
American  producer  of  polyvinyl  chloride 
(PVC),  with  25%  of  the  market,  and  was 
a  leading  synthetic  rubber  producer. 

Seven  years  passed. 

The  hard  truth  is  that  Thomas  still 
hasn't  succeeded  in  making  Goodrich  less 
of  a  tire  company  and  more  of  a  chemical 
company.  In  fact,  it  turned  out  just  the 
opposite.  Tires  produced  only  35%  of 
operating  profits  five  years  ago,  but  53%  in 
1977.  During  that  time  chemicals  dropped 
from  more  than  half  of  operating  profits  to 
less  than  23%  last  year. 

Goodrich's  biggest  problem  in  chemi- 


iixhUilI)  I'li-^ulcHI  Juhii  I)  (Jiii^  )  cDul  i  .hi{in:utit  O  l\'>n//cl(i/i  ihonui.sin  Ihonuis  hook'tiLsc/i/wc/  oj/ln' 
jppointed  but  still  hoping,  after  a  mtissive  reordering  of  the  company. 
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"Seven  years  ptissed.  The 
hard  truth  is  that  Thomas 
still  hasnt  succeeded  in  mak- 
ing Goodrich  less  of  a  tire 
company  and  more  of  a  chemi- 
cal company.  In  fact  it  turned 
out  just  the  opposite.  Tires 
produced  only  35%  of  operat- 
ing profits  five  years  ago  but 
53%  in  1977." 


cals  has  been  its  synthetic  rubber  plants, 
which  have  suffered  from  feedstock 
shortages  ever  since  the  OPEC  oil  em- 
bargo and  price  increases.  This  past  sum- 
mer Thomas  mothballed  two  Texas  pro- 
duction lines  for  synthetic  rubber  inter- 
mediates like  polyisoprenc  and  isoprene. 

A  second  major  problem  is  that  the 
PVC  field  is  crowded.  Still  the  major  pro- 
ducer, B.F.  Goodrich  originally  backed 
mto  the  chemical  industry  in  the  1920s 
through  the  development  of  organic  ac- 
celerators to  reduce  the  vulcanizing  time 
for  rubber.  At  about  the  same  time, 
Goodrich  developed  the  first  plasticiza- 
tion  of  PVC,  permitting  the  conversion 
of  the  hard,  intractable  material  into  to- 
day's versatile  plastic.  PVC  is  still  in  big 
demand  but  companies  like  Diamond 
Shamrock  Corp.,  Continental  Oil  Co., 
Georgia-Pacific  Corp.  and  Firestone  are 
fierce  competitors. 

So  PVC  is  today  a  commodity  chemi- 
cal, 70%  of  which  is  used  in  one  end 
market:  construction.  But  even  when 
housing  starts  are  strong,  as  they  are 
now,  Goodrich's  position  in  the  market 
hasn't  been  strong  enough  to  raise  prices. 
"If  the  economists  are  right,  demand  will 
fall  in  1979,"  admits  M.  Donald 
McClusky,  president  of  the  chemical  di- 
vision. His  hope  is  that  some  of  those 
competitors  won't  be  able  to  operate  be- 
cause they  won't  be  able  to  meet  the 
Environmental  Protection  Agency  stan- 


dards that  went  into  effect  on  Oct.  ^ 
But  even  if  that  happens,  the  PVC  ma 
ket  is  maturing  fast.  PVC,  which  hi 
been  growing  at  an  annualized  rate 
12%  to  14%  a  year  over  the  last  decac 
is  expected  to  slow  to  a  much  more  mc 
erate  6%  to  8%  growth  rate  in  the  ne 
ten  years. 

Goodrich's  specialty  chemicals  are 
much  better  business.  The  company  h 
a  line  of  retarders,  antioxidants  and  a 
tiozonants,  which  generally  lengthen  t 
life  of  rubber  products,  as  well  as  hydi 
philic  polymers  whose  resins  thickt 
suspend  and  emulsify  products  such 
cosmetics,  pharmaceuticals  and  ir 
Goodrich  resins  toughen  floor  polishes 
act  as  film  formers  in  paints  and  indi 
trial  coatings.  But  unfortunately 
Thomas,  this  more  profitable  categr 
accounts  for  only  about  20%  of  the  co: 
pany's  chemical  operations,  4.1%  of  B 
Goodrich's  total  sales. 

Meanwhile,  what  has  happened  to  t 
tire  business?  Here  Thomas  has  do 
well.  Goodrich  became  committed 
producing  radials  as  early  as  1965,  a  go 
five  years  before  the  competition, 
about  the  same  time  it  started  shutti 
down  over  one-third  of  its  compa 
stores,  cutting  its  types  and  sizes  of  ti; 
by  25%,  its  warehousing  by  one-third, 
that  way  it  could  concentrate  on  tj 
original  equipment  market  where  GoJ 
rich  gets  big  production  runs  even  if  m 
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H's  why  Canon's  NP-50  is 
one  of  the  biggest  bargain 
in  plain  paper  copier  histoi 

Bargains  like  this  simply  don't  turn  up  every 
And  what's  more,  a  recent  survey  shows  the 
NP-50  replaces  copiers  like  the  Xerox  660  as  well 
old-fashioned  electrofax  copiers.  One  of  the  reasc 
IS  that  Canon's  superior  NP  technology  brings  co 
quality  close  to  pnnting  quality  The  second  is  the 
its  reliability  is  greatly  enhanced  by  fewer  moving 
parts. 

And  the  Canon  NP-50  is  really  compact.  Anc 
quiet,  too.  And  small  enough  to  fit  into  any  office 
space.  It  even  has  an  optional  rollaway  stand,  so; 
can  easily  move  it  from  office  to  office,  wherever 
needed. 

Low  price.  Compact 
size.  Plus  greater 
reliability.  Just  a 
few  of  the  things 
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coupon, 

$2,975  IS  the  manufacturer's  suggested  list  price. 

Rollaway  stand  optional  at  extra  cost. 

Xerox  IS  a  registered  trademark  of  Xerox  Corp. 


ns  are  less  than  the  bigger  replacement 
larket.  With  aggressive  price-cutting 
lis  year  it  added  2%  to  its  share  of 
etroit's  tire  business  for  the  1979  mod- 
year,  equal  to  about  1  million  tires.  In 
le  replacement  market  it  has  special- 
ed  in  high-performance  tires  used  on 
ms,  off-the-road  equipment  and  jeeps, 
thers  have  entered  the  market,  but 
oodrich  still  holds  40%  of  it. 
Under  Thomas  the  industrial  products 
oup  has  also  done  well — things  like 
mveyer  belts,  adhesives,  wheels  and 
akes  for  aircraft,  V-belts  and  dozens  of 
her  products.  In  1971  this  was  a  hodge- 
)dge  that  badly  needed  straightening 
It.  Areas  like  foam  products  and  the 
utch  rubber  products  operation  were 
opped;  new  products  like  skid  control 
stems  for  trucks,  conveyer  systems  for 
»al  mines,  wheels,  brakes  and  deicers 
r  aircraft  were  emphasized. 
Industrial  products  accounted  for  17% 
volume  but  only  8%  of  operating  prof- 
3  in  1971.  In  the  last  five  years,  while 
les  cUmbed  from  $261  million  to  $436 
illion,  the  industrial  products  division 
)ubled  its  operating  profits  to  $40.7 
illion. 

Despite  the  company's  other  strengths 
tires  and  industrial  products,  Thomas 
mits  that  chemical  results  are  lagging, 
.ys  he:  "We're  disappointed  in  our 
lemical  business.  But  don't  get  the 
rong  impression.  We  haven't  done  as 


well  as  we  think  we  should.  But  we  still 
think  it  should  be  our  principal  source  of 
earnings." 

A  stock  like  Goodrich  inevitably  at- 
tracts value-conscious  market  analysts. 
Its  60%  discount  from  book  value  and 
huge  sales-per-share  figure  (over  $150)  is 
just  the  sort  of  thing  that  is  certain  to 
catch  their  eye.  If  only — they  think — 
Goodrich  could  squeeze  out  a  tiny  bit 
more  profit.  Every  1%  improvement  in 
net  profit  margins  means  over  $1.50  a 
share  in  profits.  Twice  since  Thomas 
took  over,  the  analysts  have  pushed  the 
stock  and  twice  it  has  zoomed.  In  1974, 
when  PVC  was  booming,  the  stock  sailed 
up  from  14  to  25;  but  when  earnings 
came  in  at  only  $3.62  the  stock  col- 
lapsed. It  ran  up  again  in  early  1977  when 
analysts  were  predicting  $7  or  $8  a  share 
and  sagged  again  when  earnings  were 
disappointing.  Some  Wall  Streeters  seem 
to  be  willing  to  risk  being  burned  a  third 
time,  but  investors  are  wary.  Goodrich 
stock  is  an  orphan  today,  and  unlike 
most  secondary  stocks  did  not  partici- 
pate in  the  mid- 1978  bull  market. 

Pen  Thomas  is  near  retirement.  He 
will  step  down  next  year  and  be  succeed- 
ed by  his  right-hand  man.  President  John 
D.  Ong.  Says  Ong:  "We've  been  involved 
in  a  massive  reordering  of  the  company." 
Adds  Thomas:  "The  stage  is  set." 

Wall  Street  will  believe  it  only  when  it 
sees  it.  ■ 


"A  stock  like  Goodrich  inevita- 
bly attracts  value-consciotis 
market  analysts.  Its  60%  dis- 
count from  book  value  and 
huge  sales-per-share  figure 
(over  $150)  is  just  the  sort  of 
thing  that  is  certain  to  catch 
their  eye.  If  only — they  think — 
Goodrich  could  squeeze  out  a 
tiny  big  more  profit." 
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For  more  demanding  copy  needs,  there's  the 
linon  NPL7  with  ADF  that  automatically  feeds  and 
Hates  up  to  40  pages.  The  popular  NPL7,  for  copiers 
)  to  11"  X  17"  in  either  book  or  sheet  mode.  Or  the 
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Whatever  your  copying  requirements,  whatever 
:e  office,  one  of  Canon's  full  line  of  NP  plain  paper 
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How  a  bootmaker  more  or  less  blundered 
into  the  concrete  and  brick  business  and 
made  a  very  good  thing  out  of  the  accident. 

Airs  well 
that  ends  weU 


JUSTIN  Boot  Co.  began  making 
leather  boots  in  1879  at  Spanish 
Fort  on  the  Chisholm  Trail.  A  de- 
cade ago  John  S.  Justin  Jr.,  third  genera- 
tion head  of  the  privately  owned  family 
company  and  then  51,  had  a  $10  million 
(sales)  boot,  belt  and  leather  goods  outfit 
on  his  hands.  It  was  then  the  second 
largest  quality  bootmaker  in  the  U.S.  Jus- 
tin had  already  been  mayor  of  Ft.  Worth, 
and  had  reached  the  point  where  his 
main  goal  was  more  leisure:  "I  had  my 
boot  business  to  where  I  didn't  always 
have  to  be  around." 

But  what  if  he  died  and  the  govern- 
ment placed  an  outrageously  high  value 
on  his  business?  "They  would  have  taxed 


much  of  the  wealth  away,"  he  says.  The 
company  would  have  to  be  sold.  "I 
looked  for  a  company  in  the  area  I  could 
merge  with  that  was  going  public,  so  I 
could  establish  a  market  value."  To  this 
end  he  merged  with  twice-as-large  First 
Worth  Corp.,  a  Ft.  Worth-based  brick 
and  concrete  producer. 

Thus  ended  Justin's  hope  of  near-re- 
tirement. Previously  purchased  concrete 
operations  presented  such  difficulties 
that  closely  held  First  Worth  dropped  the 
idea  of  a  public  stock  issue.  So  John  Jus- 
tin's little  problem  was  now  embedded 
in  big  ones  he  knew  nothing  about.  "I 
could  have  sued  them  and  tried  to  buy 
my  way  out  of  the  mess,"  he  says,  "but  it 


](Jm  Justin  of  Justin  Industries.  Inc 

Boots  and  bricks,  he  learned,  arent  so  different. 


would  have  taken  a  long  time."  So,  as  i 
largest  shareholder  of  the  merged  co 
pany,  he  decided  to  try  to  take  it  ov 
and  after  a  year  he  was  successful. 

It  was  a  gloomy  landscape  he  survey 
in  early  1970  as  head  of  the  company 
later  renamed  Justin  Industries.  The  ci 
Crete  operations  were  losing  money,  £ 
the  brick  business  was  slumping.  In  IS 
on  $42-million  sales  the  company  m; 
just  $396,000— most  of  it  from  the  b' 
and  leather  operation. 

"My  predecessors  had  been  do 
things  the  wrong  way,"  he  says.  "W? 
the  brick  business  was  slack  they  wo 
cut  production  by  two-thirds.  T 
proved  to  be  costly,  both  because  of  h 
start-up  costs  and  because  of  lost  sa 
when  construction  recovered.  I  figure* 
would  be  cheaper  to  produce,  carry 
inventory  and  pay  the  interest  cost." 

Also,  says  Justin,  brickmakers  custc 
arily  sat  around  waiting  for  customt 
Fie  sent  a  sales  force  out  to  look 
orders — and  offered  a  commission 
salesmen  who  increased  sales.  "Nobc 
buys  expensive  western  boots,"  he  sa 
"At  $75  to  $500  a  pair,  they  have  to 
sold.  That's  what  I  did  with  bricks." 

As  Justin  says,  "In  business  you've 
to  be  lucky  as  well  as  smart."  First 
recession     ended     and  construct 
snapped  back.  Then  came  the  oil  emt 
go  and  soaring  energy  prices,  wh 
drove  up  brick  prices.  As  a  result,  all  t 
inventory  melted  away  in  a  matter 
months.  In  fact,  Justin  is  still  trying 
catch  up  with  demand.  His  18  br 
plants — mainly  in  the  sunbelt — now 
count  for  10%  of  U.S.  brick  output  a 
with  concrete,  75%  of  the  compan 
$170  million  in  projected  sales  for  19 
Profits  this  year  should  hit  $10  millioi 
equal  to  Justin's  premerger  5«/e5 

Ironically,  Justin's  boot  and  leather 
erations  recently  ran  into  problems,  w 
pretax  earnings  down  from  $2.6  mill 
in  1975  to  $1.2  million  last  year,  desf 
a  sales  gain  from  $22  million  to  S 
million.  "We've  had  problems  gett 
skilled  laborers  to  work  on  our  r 
chines,"  he  says,  "but  I  think  that 
1979  we  will  have  restored  profitabilit 

And  what  of  the  estate  problem  t 
first  turned  bootmaker  John  Justin  int 
brickmaker?  Stock  sales  by  key  empl 
ees  and  others  eventually  built  a  shs 
holders'  list  of  2,200  and  a  modest  o\ 
the-counter  market  in  the  stock.  Larg 
holder:  John  Justin,  with  control  of  1' 
of  the  2.5  million  shares.  At  recent  q 
tations,  that  percentage  of  stock  is  wo 
over  $9  million. 

For  all  its  current  prosperity  Justin 
dustries'  price  in  the  over-the-cour 
market  is  just  $20  a  share,  about  f 
times  prospective  eamings.  But  John  J 
tin  isn't  complaining;  if  that  is  all 
market  says  his  stock  is  worth,  thai 
what  the  Internal  Revenue  Service  m 
accept  as  its  worth.  ■ 
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'oca-Cola  is  not  just  a  company,  ifs  an 
utitution.  But  should  even  an  institution  go 
n  indefinitely  getting  nearly  75%  of  its  prof 
sfrom  a  single  product?  Paul  Austin  doesn't 
link  so. 

The  strategy  that 
refreshes? 


By  Brian  McGlynn 


many  local  soft  drink  brands. 

  AH  of  which  leads  to  yet  another 

question:  Should  any  company,  no  mat- 

\T  THE  NORTH  END  of  Atlanta,  far  ter  how  profitable  and  consistent,  be 
from  the  gleaming  towers  of  that  getting  nearly  75%  of  its  profits,  year 
city's  convention-center  down-  after  year,  from  a  single  product? 
wn,  stands  the  low  red-brick  building  It's  a  nice  kind  of  question  to  worry 
at  has  served  for  more  than  half  a  about.  And  if  any  company  can  afford 
ntury  as  world  head- 
larters  for  The  Coca- 
ola  Co.  and  as  its  local 
rup-making  plant.  Built 
1920,  the  building  is 
imehow  symbolic  of 
:e  company — solid,  un- 
anging,  in  some  ways 
en  quaint.  Soon  Chair- 
an  }.  Paul  Austin,  63, 
ill  move  his  offices 
)m  that  five-story  of- 
:e  cqmplex  and  plant 
iiilding  into  a  white  26- 
Dry  high-rise  office 
wer  next  door.  Will 
3ke  enter  a  new  corpo- 
te  age  as  well? 
The  question  might  be 
tter  put:  Should  Coke 
ange  anything?  With 
venues  of  about  $4  bil- 
m  this  year  and  nearly 

00  million  in  net  earn- 
gs,  Coke  is  still  averag- 
Ig  the  9%  to  10%  net 
argin  on  sales  and  the 
%  to  25%  return  on 

bckholders'  equity  it 
s  been  accustomed  to 
:  more  than  ten  years. 

produces  nearly  half 
e  soft  drinks  sold  in 
e  world.  Its  37%  grip 

1  the  U.S.  market  has 
mained  unshakable  for 
cades,  despite  the  rise 
'  scrappy  Pepsi-Cola, 
lose  318%  growth 
ice  1968  has  come,  not 
the  expense  of  its  larg- 

'  rival,  but  at  that  of 
iialler    companies    like      Coke  chairman  J  Paul  Austin 

)yal   Crown   Cola  and     Just  how  much  soda  pop  will  they  drink  overseas? 


to  take  its  time  coming  up  with  an 
answer,  it's  The  Coca-Cola  Co.  The  an- 
swer, nevertheless,  in  Paul  Austin's 
view,  is  a  surprisingly  urgent  "No." 
Even  without  questions  of  long-range 
balance,  Coca-Cola's  old  formulas  for 
doing  business  no  longer  suffice.  The 
world  has  changed  around  Coca-Cola, 
he  argues,  and  the  company  is  changing 
slowly  to  accommodate  the  new  order. 

Coke's  biggest  market,  the  U.S.,  is 
the  most  developed.  This  year,  its  mar- 
gins were  squeezed — through  the  end  of 
the  third  quarter  revenues  were  up 
18%,  net  up  13%.  Corporate  overhead 
was  up  20.6%,  some  of  it  from  a  reor- 
ganization of  foreign  operations,  but 
some  from  an  increased  marketing  bur- 
den to  meet  new  competition.  From 
Philip  Morris,  for  example,  which  ter- 
rorized the  beer  business  when  it 
bought  Miller  Brewing  and  pushed  it 
past  Coors,  Pabst  and  Schlitz  to  num- 
ber two  in  the  industry,  and  now  owns 
Coca-Cola  competitor  Seven-Up.  From 
PepsiCo,  which  has  become  a  conglom- 
erate with  a  growing  war  chest  for  mar- 
keting battles  aimed 
sharply  and  specifically  at 
Coke.  Problems  are  com- 
ing from  Coke's  760  do- 
mestic bottlers  (1,300 
worldwide)  as  well.  Never 
entirely  docile,  they  are 
no  longer  small  mom- 
and-pop  operations,  but 
rather  growing  conglom- 
erates or  multiplant  com- 
panies, big  in  their  own 
right,  that  are  starting  to 
flex  their  negotiating 
muscles. 

Austin's  biggest  prob- 
lem currently  is  getting 
those  domestic  bottlers 
to  agree  to  a  new  con- 
tract to  replace  Coke's 
58-year-old  pricing  for- 
mula for  the  syrup  it  sells 
to  them.  Coke's  practices 
are  unique  in  the  busi- 
ness. Other  soft  drink 
makers,  like  Pepsi,  Royal 
Crown  and  Seven-Up, 
sell  concentrate — syrup 
without  sugar — to  their 
bottlers.  Those  bottlers 
put  in  the  sugar  them- 
selves or  sometimes  use 
fructose,  a  less  expensive 
sweetener.  Coke  does 
this  overseas,  too,  but  in 
the  U.S.  the  only  thing  it 
allows  bottlers  to  add  is 
the  carbonated  water. 
The  syrup  comes  com- 
plete with  sugar,  and 
fructose  is  out.  "It  pro- 
duces a  chemical  reaction 
with  the  Coca-Cola 
which  throws  the  flavor 
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off,"  says  Austin.  "Why?  Well,  the 
chemists  know,  and  I  take  their  word 
for  it." 

Coke's  bottlers  would  like  to  have 
the  same  freedom  as  Pepsi's  bottlers  to 
put  in  their  own  cane  sugar  or  use  an 
alternative  sweetener  should  an  accept- 
able one  be  found.  They're  also  appre- 
hensive about  making  any  changes  in 
the  pricing  structure. 

Coke  bottlers  have  the  means  and 
the  motive  to  hang  tough.  A  typical 
operation's  margin,  says  William  M. 
Williams,  a  member  of  the  board  of 
governors  of  the  Coca-Cola  Bottlers 
Assn.,  ranges  between  14%  and  18% — 
some  of  the  best  Pepsi  bottlers  are  well 
below  that.  And  many  of  Coke's 
bottlers  now  have  size  as  well  as  profit- 
ability to  bolster  their  hands.  Coca-Cola 
Bottling  Co.  of  New  York,  for  example, 
is  a  $315  million  company  listed  on  the 
New  York  Stock  Exchange.  Coke  of  Los 
Angeles  is  a  $219  million  operation 
that  is  now  a  subsidiary  of  $1.9  billion 
Northwest  Industries.  As  the  bottling 
business  consolidates  more,  their  nego- 
tiating position  can  only  strengthen. 

"The  contract  negotiations  should 
have  begun  when  I  took  over,"  says 
Austin,  who  became  the  boss  in  1962. 


"Nothing,  perhaps,  mahes 
Coca-Cola's  ambitions  clearer 
than  its  entry  into  the  wine 
business.  The  Taylor  deal  rep- 
resents not  only  a  new  market 
but,  as  it  has  turned  out,  a 
departure  in  style.  Wines 
don't  Jit  the  staid  Coke  way." 


"I  had  other  things  to  do  first,  but  in 
retrospect  I  should  have  gotten  busy  on 
this  the  first  day." 

Getting  copacetic  with  its  bottlers  is 
crucial  to  Coke  because  it  may  soon  be 
facing  the  kind  of  challenge  it  has  rare- 
ly faced  before,  even  from  Pepsi.  It's 
not  Philip  Morris'  entry  into  the  soft 
drink  business  that  troubles  Austin. 
"The  Seven-Up  Co.  was  well  run  before 
Philip  Morris  bought  it,"  he  says  in  the 
measured,  softly  accented  phrases  of  a 
man  born  in  LaGrange,  Ga.  "As  far  as  I 
can  see,  nothing  new  has  been  added." 
Rather,  it's  the  possibility  of  radical 
change  in  the  entire  franchise  bottling 
structure  that  may  be  forced  on  Coca- 
Cola  and  other  syrupmakers  by  the  Fed- 
eral Trade  Commission. 

Early  this  year  the  FTC  ruled  that 
exclusive  bottler  territories — a  corner- 
stone of  the  present  franchise  contract 
with  the  bottlers — were  anticompeti- 


tive  and  ordered  the  boundary  line 
erased.  Austin  believes  the  decision  wil 
be  overturned.  "It  does  not  increas 
competition,"  he  argues.  "On  the  coq 
trary,  [it]  will  have  the  opposite  effect.' 
But,  if  it  is  not  overturned  by  thi 
courts.  Coke  may  soon  be  facing 
smaller  number  of  bigger,  stronge 
bottlers. 

Austin  must  sort  out  relations  witl 
his  bottlers  at  a  time  when  the  U.S 
soft  drink  market  is  reaching  close  to 
saturation  point  (which  a  Coca-Col^ 
spokesman  prefers  to  characterize  ai 
reaching  "a  more  developed  stage") 
Last  year,  on  average,  each  man,  worn 
an  and  child  in  this  country  drank  55( 
eight-ounce  servings  of  soda  pop.  Hom 
much  more  can  they  reasonably  ht 
asked  to  swallow?  Better  growth  pros 
pects  now  lie  overseas,  where  Coke 
has,  of  course,  long  been.  "We're  nol 
multinational,"  Austin  insists,  "we're 
multilocal."  Big  pushes  are  being  start 
ed  in  Japan  and  Brazil — both  countries 
with  relatively  low  soft  drink  consump 
tion  (see  chart),  high  disposable  income 
and  large  populations.  Margins  are  high, 
too.  In  Latin  America,  including  Brazil, 
Coke  gets  nearly  25%  pretax;  in  the| 
Canada  and  Pacific  group,  of  which  ]i 
pan  is  a  part,  margins  approach  19% 
lower  than  Latin  America,  but  still  bet 


Australia 
283 
32% 


Japan 
102 
57% 


Think  global 

Per  capita  consumption  of  soft  drinks  is  higher  in  the 
U.S.  than  anywhere  else.  Holding  37%  of  the  saturated 
U.S.  market,  Coca-Cola's  best  growth  prospects  in  soft 
drinks  obviously  lie  overseas. 

Coke's  share  of  market  ( 
black  numbers  indicate  8-ounce  servings  per  capita  annually 
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than  the  U.S.  market  corporate  av- 
ge  of  13%. 

n  the  Soviet  Union,  Coke  will  be  the 
;lusive  supplier  of  soft  drinks  to  the 
iO  Olympics  in  Moscow.  But  that's 
ly  a  foot  in  the  door  at  best.  Once 
;  Olympics  are  over,  the  company 
[1  be  allowed  to  distribute  only  the 
atively  insignificant  Fanta  (fruit  fla- 
-ed)  and  Sprite  (a  7  Up-type  drink) 
las  in  Russia.  Pepsi  beat  Coke  to  the 
ich  with  an  exclusive  contract 
ned  in  1972,  in  the  spirit  of  detente, 
Nixon  confidant  Donald  M.  Kendall, 
lirman  of  PepsiCo. 
'The  competition  has  exclusivity  un- 
1984,"  says  Austin,  not  a  trace  of 
wellian  portent  in  his  voice,  "and 
:  contract  is  limited  to  serving  the 
►^mpic  facilities  only.  In  the  future, 
'11  negotiate  for  Coca-Cola  itself." 
haps  having  Georgian  Jimmy  Carter, 
Zoca-Cola  fan,  in  the  White  House 
1  help. 

Austin  is  also  trying  to  stick  a  foot  in 
lb  doors.  Long  on  the  Arab  boycott 
for  continuing  operations  in  Israel, 
ke  nevertheless  is  quietly  talking 
:h  Egyptian  leaders  about  resuming 
tribution  there. 

■or  Coca-Cola,  then,  the  soft  drink 


"  'Coca-Cola  must  be  a  chang- 
ing company,'  says  Austin.  *So 
must  any  large  company.  You 
cant  sink  anything  in  concrete 
because  that  attitude  will  seep 
through  to  all  levels  of  the  orga- 
nization and  suddenly,  you're 
dead  in  the  water.'  " 


business  promises  a  full  measure  of  new 
stresses  in  bottler  relations  and  old 
problems  in  competition.  But  it  also 
promises  ongoing  profits  of  a  high  or- 
der, higher  than  most  other  businesses 
yield,  and  reasonable  prospects  for 
some  growth.  On  balance,  it  could  be 
argued,  Coca-Cola  continues  to  be  sit- 
ting pretty  and  could  not  do  better  than 
concentrate  on  its  syrup  concentrate 
business,  let  others  go  crazy  trying  to 
make  an  acquisition  program  work  and 
make  its  already  fat  dividend  payment 
(58%  of  earnings)  even  fatter. 

Austin  thinks  otherwise. 

"Coca-Cola  must  be  a  changing  com- 
pany," says  Austin.  "So  must  any  large 
company.  You  can't  sink  anything  in 
concrete  because  that  attitude  will 
slowly  seep  through  to  all  levels  of  the 
organization  and  all  of  a  sudden  you're 
lying  dead  in  the  water." 

Coca-Cola  has,  of  course,  been  push- 


ing beyond  the  pop  business  for  some 
time  now.  It  has  acquired  "market  lead- 
ers," as  they  say  in  the  business 
schools,  elsewhere  in  the  food  business 
(Minute  Maid,  Hi-C  fruit  drink,  among 
others).  It  is  dippmg  a  more  than  tenta- 
tive toe  into  aquaculture  (Forbes,  Sept. 
18).  Through  its  Aqua-Chem  subsidiary, 
bought  in  1970,  it  now  makes  90%  of 
all  the  water  desalinization  equipment 
in  use  today  in  the  world. 

All  told,  Coca-Cola's  nonsoft  drink  op- 
erations now  add  up  to  24.1%  of  total 
revenues.  That's  quite  a  sum — about  $858 
million.  But  they  contribute  just  1 1 .4%  of 
total  operating  profits — about  $72  mil- 
lion. Austin  acknowledges  the  uneven 
profitability  of  some  of  the  non-soft  drink 
operations.  But  he  continues  to  believe 
that  for  the  long  range  the  company  must 
continue  to  deploy  capital  elsewhere.  If 
others  point  to  some  past  acquisitions  as 
drags  on  overall  profitability,  he  points  to 
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Source:  Jeffrey  M.  Weingaiten,  Goldman,  Sachs  &  Co. 
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what  is  possible  in  the  future.  He  cites 
Coke's  burgeoning  plastics  business  as  an 
exdmple.  "We've  started  a  plastics  busi- 
ness by  roUing  together  four  separately 
purchased  units,"  Austin  says.  "It's  small, 
and  we're  still  looking  around,  but  it's  the 
best  return  on  investment  we  make." 

Nothing,  perhaps,  makes  Coca-Cola's 
ambitions  clearer  than  its  entry,  in 
1976,  into  the  wine  business  with  the 
acquisition  of  Taylor  Wine  Co.  The 
Taylor  deal  represented  not  only  a  new 
market  but,  as  it  has  turned  out,  a  de- 
parture in  style. 

Once  exclusively  a  New  York  State 
wine  producer,  headquartered  in  Ham- 
mondsport  in  the  heart  of  the  Finger 
Lakes  grape  country,  Austin  quickly 
moved  to  establish  Taylor  in  California 
as  well.  "Our  plan  of  action  was  to 
cover  the  spectrum,"  says  Austin,  "so 


we  went  to  California  and  bought  Ster- 
ling and  Monterey  Vineyards.  Both  of 
them  are  boutique  wineries — very  high 
quality." 

In  addition  to  Taylor,  workhorse 
brands  like  Taylor  Table  Wines,  average 
New  York  State  table  wines;.  and  its 
Great  Western  Champagne,  a  top  do- 
mestic brand;  Sterling  and  Monterey 
give  Taylor  premium-priced  California 
vintage  wines  as  well.  Advertising  strat- 
egy for  California  Cellars,  the  new  vin- 
tage line's  common  name,  shows  Coca- 
Cola  in  a  new,  startlingly  aggressive 
mood.  It  wasn't  so  long  ago  that  Coke- 
men  like  Austin  did  not  deign  to  use  the 
name  of  a  competitor.  (Pepsi  was  always 
referred  to  as  "The  Imitator.")  The  cur- 
rent Taylor's  California  Cellars  televi- 
sion campaign  consists  of  a  filmed 
wine-tasting  test  in  which  California 


Cellars'  Ros^,  Burgundy  and  Rhine 
judged  by  an  independent  gang  of  ta 
and  found  to  be  "better"  than  con 
ing  top-of-thc-line  jug  wines  from  S 
tiani,  Almad(5n  and  Inglenook,  w 
are  mentioned  by  name.  (A  film  o 
Chablis  taste  test,  however,  will  nc 
seen:  California  Cellars'  entry  cam 
second  to  Inglenook.) 

Austin's  rationale  for  going  aftc 
jug  wine  market  is  simple — these  v, 
are  ,S4%  of  the  growing  domestic 
ket.  "They'll  be  the  base  of  our 
mid,"  he  says.  The  rest  of  the  pyr 
will  consist  of  the  even  more  expei 
Sterling  and  Monterey  vintage  wii 

Clearly,   wines   don't  fit  the 
Coke  way  of  doing  things.  If  th 
well — and  perhaps  if  they  don't- 
Coke  will  care  even  less  for  old  st 
preferring  to  get  on  to  new  businc 


Two  old  cola  nuts 


Pepsi- Cola  hits  the  spot. 

Twelve  full  ounces,  that's  a  lot. 

Twice  as  much  for  a  nickel,  too, 

Pepsi-Cola  is  the  drink  for  yon. 
Every  member  of  yesterday's  "Pepsi 
generation"  remembers  that  jingle, 
Pepsi's  first,  the  one  that  made  Pepsi 
a  national  presence  in  the  soda  pop 
business.  The  man  behind  the  jingle, 
Walter  S.  Mack,  was  Pepsi's  president 
from  1938,  when  the  cola  company 
was  spun  off  from  Loft's,  Inc.,  the 
New  York  candy  company,  until 
1951.  Now  83,  Mack  is  launching  a 
new  cola  drink,  King-Cola,  in  yet  one 
more  effort  to  best  Coke. 

You  could  almost  cast  it,  at  least  on 
Mack's  part,  as  a  personal  war  be- 
tween himself  and  Robert  W.  Wood- 


I'a!ri(Oxb  Robert  U  Woodruff 

Never  give  an  imitator  an  even  break. 


ruff,  his  old  Coca-Cola  nemesis,  who, 
at  88,  still  holds  the  title  of  chairman 
of  his  company's  finance  committee. 

Woodruff,  known  as  "Mr.  Coke," 
joined  Coca-Cola's  board  in  February 
1923,  after  quitting  his  job  as  vice 
president  and  general  manager  at 
White  Motor  Co.  His  father,  Emest, 
was  already  a  director,  having  headed 
a  syndicate  in  1919  which  bought  the 
company  from  the  controlling  Can- 
dler family  for  $25  million  (one  of 
those  then-$40  shares  is  now  worth 
some  $11,000).  Two  months  after 
joining  the  board,  young  Woodruff, 
then  33,  assumed  the  presidency.  Lat- 
er he  added  the  titles  chairman  and 
chief  executive  officer  and  kept  them 
until  his  "retirement"  in  1955.  But  for 
many  years  afterward,  he  still 
made  just  about  all  of  the  major 
decisions  and  many  of  the  mi- 
nor ones. 

Woodruff  shunned  personal 
publicity  ("My  job  is  to  sell 
Coke")  all  his  life.  Mack,  in  con- 
trast, still  loves  it.  Even  today 
he  doesn't  mind  sounding  like  a 
carnival  pitchman  in  behalf  of 
his  King-Cola  dream.  "They  call 
the  kola  nut  tree  the  'Tree  of 
Life,'  "  he  says,  chuckling. 
"That's  because  the  people  who 
lived  under  it  in  Africa  seemed 
to  be  more  energetic  and  had 
more  children." 

As  with  the  old  Pepsi  strate- 
gy, the  key  to  Mack's  new  cola 
campaign  is  price.  Instead  of 
conventional  bottlers.  Mack 
plans  to  franchise  29  "King- 
doms." To  qualify  for  a  "King- 
dom," applicants  must  have  $1 
million  to  $2  million  to  invest. 


He  says  he  has  about  290  "qualified 
applicants,  who  would  cut  costs 
leasing  their  canning  facilities  and  b 
distributing  their  soda,  not  to  indivic 
ual  stores  as  Coke  and  Pepsi  now  dt 
but  to  supermarket  warehouses.  Tha 
he  says,  will  cut  his  delivery  costs  t 
around  7  cents  a  case — 92%  lowt 
than  the  majors'  90  cents. 

"It's  not  going  to  be  an  easy  job, 
Mack  says  of  his  King-Cola  schem« 
"Coke  and  Pepsi  are  well  implantec 
and  they  know  how  to  make  a  goo 
cola  drink.  But  there  are  only  tw 
good  brands  of  cola.  There  ought  to  b 
room  for  a  third. 

"We  plan  to  be  the  number  one  co' 
in  ten  years,"  says  Mack,  who  wi 
then  be  93.  — B.McC 


iil/ei-  S  McicL' 
second  chance  at  being  kin^  of  cohl 
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*V\t  Philip  Morris,  we're  meeting 
our  ERISA  responsibilities  in  a 
unique  way.  Thanks  to  Chemical  Bank,  and 
Chemical  bankers  like  Rein  and  Bob!' 


Shepard  P.  Pollack,  President,  Philip  Morris  U.S.A. 

Photographed  at  the  Philip  Morris  Operations  Center,  Richmond,  Va. 


"With  the  advent  of  ERISA,  we  could 
perceive  a  problem,"  says  Shepard 
Pollack,  President  of  Philip  Morris 
U.S.A.  "We  had  several  different  pen- 
sion plans  with  substantial  assets. 
But  because  the  manpower  and  time 
required  for  monitoring  and  evalua- 
tion were  increasing,  we  decided  to 
re-evaluate  the  way  management  of 
those  funds  was  being  handled. 

"The  outcome  of  that  re-evaluation 
was  the  establishment  of  a  compre- 
hensive master  trust.  Because  we'd 
had  a  rewarding  trust  relationship  with 
Chemical  Bank  ever  since  we  hired 
them  as  a  directed  trustee  in  1971, 
we  selected  them  to  become  our 
master  trustee.  And  to  assume  a  truly 
unique  fiduciary  role. 


"Chemical's  role  is  a  unique  one 
because  they've  been  given  responsi- 
bility for  the  monitoring,  evaluation 
and  selection  of  money  managers.  As 
far  as  I  know,  it's  the  first  such  rela- 
tionship involving  a  major  corporation 
and  a  major  bank.  It  has  required  a 
high  degree  of  professionalism  on 
Chemical's  part.  To  date,  their  perfor- 
mance has  rewarded  our  confidence. 

"Chemical  made  a  major  commit- 
ment to  us  from  the  start.  They  give  us 
a  lot  of  people—  people  like  Rein  Lumi 
and  Bob  Hill,  to  name  just  two.  And 
Chemical's  people  are  important  to  us. 
Because  they're  what  stands  behind 
their  computerized  systems,  the 
portfolio  accountings,  the  perfor- 
mance evaluations,  the  specific  infor- 


mation required  for  ERISA  filings. 
They've  turned  our  master  trust  into  a 
great  advantage  for  those  of  us  who 
administer  our  pension  funds.  And 
thus  for  those  employees  our  pension 
funds  have  been  created  to  benefit." 

Behind  every  good  service  are 
people.  And  people  are  vital  to  any 
successful  relationship.  As  far  as 
Philip  Morris  is  concerned.  Rein  and 
Bob  have  made  that  relationship  work. 
As  far  as  you're  concerned,  it's  nice  to 
know  that  there  are  many  more  like 
Rein  and  Bob  at  Chemical  Bank  who 
can  do  the  same  for  you.  In  master 
trust  or  almost  any  area  you  care  to 
mention. 

But  then,  like  Philip  Morris,  you'll 
never  know  until  you've  tried. 


Ci€iviicalBan< 


Member  FDIC 
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It  would  be  hard  to  imagine  a  day  when  » 
Greyhound  didn't  touch  your  life  in  some  way 
Like  in  the  bathtub. 

More  Americans  lather  up  with  Greyhouii 
Dial  than  with  any  other  brand  of  soap.  And  q 
shampoos  and  deodorants  are  among  Amer! 
favorites  as  well. 

Of  course,  Greyhound  is  the  number  on( 
name  in  transporlation,  too.  We  take  more 
Americans  more  places  than  anybody  else  o 

Mi^Ve  as  basic  to  America  as  the  Satutik 


1  Or  in  the  sky. 

Greyhound's  Armour  is  the  country's  leading 
lucer  of  bacon  and  number  two  in  sales  of 
jogs. 

Greyhound  Food  Service  feeds  millions  of 
iricans  daily  under  contracts  with  everybody 
the  Air  Force  at  Lackland  to  the  work  force 
eneral  Motors, 

Plus,  Greyhound  leases  trains  to  the 


ightbath. 


railroads  and  jumbo  jets  to  the  airlines.  We  rent 
cars,  write  insurance,  finance  computers,  fuel 
aircraft,  build  display  booths  and  generally  do 
everything  from  hosting  Las  Vegas  conventions 
to  spinning  yarn  for  Grandma's  shawl. 

In  short.  Greyhound  isn't  just  "tfie  bus 
company"  anymore;  it's  "the  omnibus  company" 
a  $4-billion,  diversified  corporation  serving 
America  in  a  hundred  basic  ways. 

Greyhound  Corporation 


The  omnibus  company. 


Rugged  terrain.  Extremes  of  temperature. 
Isolated  locations.  Under  such  conditions,  main- 
tenance and  repair  of  equipment  is  extremely 
difficult  and  a  failure  can  shut  an  operation  down 
for  days  or  weeks  on  end. 

Ingersoll-Rand's  family  of 
gas  turbines  drive 
pumps  and  compres- 
sors that  keep  oil  and 
gas  flowing  steadily 
throughout  the  world.  Our 
GT-51s  are  hard  at  work  on 
Alaska's  North  Slope.  And 
our  GT-61  runs  around  the 
clock  in  other  equally  severe  envi- 
ronments. 

GT-61  delivered  99.7%  availability 
for  almost  five  years. 

Latest  design  concepts  and  advanced  metal- 
lurgy and  cooling  give  our  GT-51  the  highest  effi- 
ciency of  any  field-proven  machine  of  its  type.  The 
GT-61  uses  a  lot  less  fuel  for  the  work  done,  saving 
precious  energy  and  improving  the  owner's  return 
on  investment. 

In  one  pipeline  operation,  the  GT-51  gas  tur- 
bine has  been  on-line  for  almost  five  years  with 
only  a  short  downtime  for  routine  maintenance 
and  scheduled  overhaul. 


Other  GT-61s  are  establishing  their  own  high 
reliability  records. 

When  overhaul  is  necessary,  the  modular  de- 
sign of  the  GT-61  makes  it  possible  to  replace  the 
complete  gas  generator  as  a  unit,  usually  in  eight 
hours  or  less. 

Energy. 

Ingersoll-Rand  is  deeply  involved. 

Ingersoll-Rand  machinery  is  playing 
an  important  role  in  recovering  energy 
from  coal,  oil,  gas,  nuclear,  and  hydro- 
electric sources. 

Our  involvement  in  so  many  energy 
industries  around  the  world  is  a  major 
reason  why  our  growth  has  been  constant. 
Sales  worldwide  were  over  $2.1  billion  in  1977. 

Discover  the  many  ways  we  improve  produc- 
tivity by  writing  for  our  Annual  Report  or  product 
literature.  Ingersoll-Rand  Company,  Dept.  929, 
Woodcliff  Lake,  New  Jersey  07675. 

Where  innovative  engineering, 
essential  equipment  and  energy 
add  up  to  growth. 


Ingersoll-Rand. 


he  Federal  Railroad  Administration  thinks  deregulation  will  solve  the 
%ilroad  problem.  The  Interstate  Commerce  Commission  disagrees, 
^hile  Washington  fails  to  get  its  act  together,  a  sick  industry  gets  sicker. 

his  job  is  to  keep  it  honest — by  his 
hghts. 

A  lot  is  at  stake  in  the  struggle  be- 
tween these  two  characters.  No  question 
about  it:  The  railroads'  troubles  are  get- 
ting worse.  In  the  first  half  of  1978  the 
industry's  net  railway  operating  income 
was  only  $80  million,  vs  $230  million  a 
year  earlier.  The  worst  of  the  drop  was 
produced  by  the  $369  million  loss  Con- 
rail  and  the  other  eastern  railroads  suf- 
fered, but  even  without  counting  the 
eastern  roads,  the  rest  of  the  industry 
netted  only  $450  million— less  than  a 
single  company  like,  say,  Procter 
Gamble  earned  on  a  fraction  of  the  rail- 
roads' investment.  Even  in  the  prosper- 
ous West  and  South,  railroad  earnmgs 
were  down:  15%  in  the  West,  2%  in  the 
South.  If  this  could  happen  in  a  year  of 
high  prospects,  what  happens  in  the  next 
recession? 

The  railroads,  which  carried  56%  of  all 
intercity  freight  tonnage  in  the  1940s 
and  31%  as  recently  as  ten  years  ago, 
carried  only  28%  last  year. 

The  same  day  the  Association  of 
American  Railroads  reported  the  indus- 
try's dismal  first-half  earnings  last 
month,  the  Federal  Railroad  Administra- 
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Mr.  Sullivan  vs. 
Mr.  O'Neal 


By  James  Cook 


B  NEW,  UNORTHODOX  kind  of  govern- 
m  ment  official  is  emerging:  one 
who  believes  in  less  government 
ulation  and  control,  not  more.  The 
totype  is  Alfred  E.  Kahn,  the  Civil 
onautics  Board  chairman  who 
jred  the  airlines  into  deregulation  and 
V  heads  the  Administration's  anti-in- 
lon  drive.  Cut  from  a  similar  mold  is 
n  Sullivan,  a  54-year-old  businessman 
n  lenkintown.  Pa.  who  heads  the  Fed- 
1  Railroad  Administration  in  the  De- 


partment of  Transportation.  The  railroad 
industry  has  been  regulated  almost  out  of 
business;  Sullivan  wants  to  deregulate  it 
back  to  prosperity. 

But  the  old-style  regulator  still  domi- 
nates in  Washington,  even  if  he  appears 
in  consumerist  trappings,  people  like  A. 
Daniel  O'Neal,  a  42-year-old  lawyer  who 
heads  the  ancient  Interstate  Commerce 
Commission.  O'Neal  reflects  the  typical 
bureaucratic  attitude  toward  business, 
which  is:  If  you  don't  watch  the  bas- 
tards, they'll  rob  the  public  blind.  O'Neal 
says  frankly  he  doesn't  much  worry 
about  the  health  of  the  railroad  industry; 


tion  came  out  with  a  new  study,  A  I'lo 
sjK'clus  for  (..haiif^c  in  /he  I'rcif'hl  Rciilnxid 
Incliisiiy,  in  which  it  warned  that  if 
something  wasn't  done,  and  soon,  by 
198S  the  industry  would  face  disaster.  In 
short,  the  sickness  that  had  begun  to 
affhct  a  good  third  of  the  industry — pri- 
marily the  Northeast,  primarily  Con- 
rail — would  infect  a  good  two-thirds  and 
even  three-quarters  of  the  industry  in- 
side of  a  decade. 

If  the  FRA  forecast  is  right,  clearly  a 
good  deal  is  at  stake.  The  railroads  after 
all  are  a  massive  and  vital  force  in  the 
U.S.  economy.  Last  year  they  still  car- 
ried 36%  of  the  nation's  intercity 
freight  ton  miles,  employed  500,()()() 
people  at  high-paying  jobs,  generated 
$20  billion  in  revenues  and  spent  $2.29 
billion  on  new  plant  and  equipment. 
They  handled,  even  in  their  diminished 
state,  70%  of  the  nation's  coal  ton 
miles,  60%  of  its  grain,  77%  of  its  pulp 
and  paper,  73%  of  its  automotive  prod- 
ucts, 66%  of  its  foodstuffs  and  60%  of 
its  chemicals  and  primary  metals.  This 
traffic  moves  by  rail  simply  because,  by 
and  large,  it  cannot  economically  move 
any  other  way. 

But  none  of  the  alarms  raised  by  Sulli- 
van's FRA  seems  to  bother  the  agency 
charged  with  regulating  the  nation's  rail- 
roads: O'Neal's  Interstate  Commerce 
Commission.  Last  summer  the  commis- 
sion blithely  cut  back  a  modest  across- 


the-board  rate  increase  the  railroads  had 
asked  for,  and  in  September,  as  the  rail- 
roads prepared  to  come  back  for  more, 
proceeded  to  enunciate  a  new  inflation 
policy  under  which  "the  passthrough  of 
increased  costs  will  not  be  permitted  in 
the  absence  of  compelling  -revenue 
need."  "Cc)mpelling  revenue  need?" 
Wasn't  the  industry's  profit  picture  al- 
ready compelling  enough? 


"If  something  wasnt  done, 
and  soon,  by  1985  the  rail- 
road industry  would  face  di- 
saster. Inside  of  a  decade,  the 
sickness  that  had  begun  to  af- 
flict a  good  third  of  the  rail- 
road industry — primarily  the 
Northeast,  primarily  Conrail — 
would  infect  a  good  two- 
thirds  and  even  three-quar- 
ters of  the  industry." 


"In  their  great  wisdom,"  says  Federal 
Railroad  Administrator  lohn  Sullivan, 
"the  ICC  rolled  back  that  across-the- 
board  increase,  and  that  was  pitiful.  That 
to  me  is  like  a  dying  man  making  his 
way  across  the  desert,  and  you  mop  his 
brow  rather  than  giving  him  a  drink  of 
water.  The  ICC,"  Sullivan  adds  despair- 
ingly, "is  very  forgetful  of  the  proper 
function  of  profits  in  our  economy." 


ICC  Chairman  A.  Daniel  O'Nej 
onetime  transportation  counsel  for' 
Senate  Commerce  Committee,  me 
shrugs.  "We  probably  have  in  some  p 
of  the  country  more  railroads  than 
can  sustain,"  he  says.  "I  think  the 
cess  we're  going  through  is  part  of 
culling-out  process." 

Rather  loftily,  O'Neal  goes  on  to 
that  the  sickness  is  restricted  to  cer 
regions  and  certain  railroads — disco 
ing  the  fact  that  even  the  normally  ji 
perous  western  and  southern  roads  f 
been  suffering  a  profit  squeeze. 

Sullivan's  FRA,  by  contrast,  concli 
that  the  industry  has  come  close  to 
hausting  its  resources,  and,  as  th 
stand  now,  it  is  going  to  fall  $  13  billin 
$16  billion  short  of  generating  the  caf 
it  will  need  in  the  decade  ending  19^ 
not  even  counting  Conrail's  reqi 
ments.  "The  railroads,"  the  FRA 
serves,  "are  on  a  financial  treadmill:  I 
financial  performance  leads  to  poor 
vice,  additional  losses  of  customers, 
ther  decrease  in  revenues  and,  finj 
continued  decline  in  service  and  ov< 
financial  health." 

FRA  blames  regulation  for  much  ol 
railroads'  ills.  Regulation  put  the 
roads  at  a  disadvantage  in  their  comf 
tion  with  trucks  and  barges  and  not  ( 
cost  them  their  dominant  market  f 
tion  but  in  the  East  at  least  prodi 
absolute  declines  in  traffic  as  welll 
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At  the  intersection  of 
Europe's  highways,  at  the 
major  junction  of  Europe's 
rail  network,  with  direct 
waterway  connection  to  the 
United  Kingdom,  Belgium, 
France,  The  Netherlands  and 
Switzerland,  20  km  far  from 
Bonn  and  with  an  international 
"Drive -in -Airport  "only  a  fifteen 
minute  run  from  the  town 
This  geographical  key  postion 
in  Europe  IS  offered  by  Cologne 


Industrial,  banking  and  Insur- 
ance centre  Europe's  venue 
for  international  tradefairsand 
exhibitions  A  market  for  four 
million  people  With  a  trained 
manpower  for  trade  and 
industry  Cologne  offers  deve- 
loped industrial  sites  with 
immediate  accesstotransport 
facilities  and  in  sizes  to  suit 
everybody 

Cologne  -  Centre  of  Trade  for 
2000  years  -  make  it  yours! 


This  was  said  by 
Henry  Ford  I  at  the 
laying  of  the  corner 
stone  for  the  Ford 
Works  in  Cologne 
in  1930 
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Breaking  into  world  markets  can  be  easy. 

Breaking  into  world  nnarkets  can  be  easier  tlian  you  think.  The 
probienn  has  been  trying  to  advertise  effectively  and  efficiently 
in  so  many  different  and  varied  national  media. 

TIME  offers  reach,  precision,  and  flexibiliW. .  .worldwide. 

There  are  160  international  editions  of  TIME.  Big  editions  that 
qo  to  Europe,  Latin  America,  Canada,  the  Pacific.  Other  editions 
that  can  carry  your  advertising  to  regions,  nations,  even  individual 
cities.  And  wherever  it  appears,  TIME  is  the  same  influential  news 
magazine  thats  read  each  week  by  26,000,000  people  around  the 
world.  Put  your  money  precisely  where  the  market  is. 

For  more  information,  call  Dave  Gibson,  G.S.  Area  Director  for 
the  International  Editions.  (212)  841-4956. 

TIME.  The  news  magazine  for  the  internationally  minded. 


what  FRA  would  like  to  sec  is  less  regula- 
tion so  the  railroads  can  do  the  job  for 
themselves.  "We  think  if  the  investment 
can  come  from  the  private  railroads  in- 
stead of  public  receipts,  that's  really  su- 
perior," says  Sullivan's  deputy,  Robert 
Gallamore,  who  oversaw  the  new  FRA 
study.  "Public  ownership  would  substi- 
tute political  for  economic  decisions, 
thereby  impeding  the  attainment  of  an 
economic  and  efficient  rail  transporta- 
tion system." 

What  the  FRA  emphasizes — as  the  ICC 
does  not — is  that  the  current  railroad 
problem  is  different  from  the  one  that  the 
U.S.  has  faced  in  the  past.  In  the  Thirties, 
when  railroads  went  bankrupt,  they  gen- 
erally managed  to  reorganize  their  finan- 
cial structures,  and  got  on  with  their 
business.  But  in  the  bankruptcies  that 
have  taken  place  in  recent  years — Penn 
Central  and  more  recently  Boston  & 
Maine,  Rock  Island,  Milwaukee  Road — 
the  elimination  of  interest  charges  is  not 
enough.  Simply  as  operating  entities, 
most  of  these  roads  are  no  longer  capable 
of  generating  enough  revenue  to  cover 
their  rising  expenses.  To  a  lesser  extent 
that  is  the  problem  throughout  the  indus- 
try and  explains  why  the  industry  as  a 
whole  earns  less  than  1%  on  its  net  in- 
vestment and  why  even  the  industry's 
most  profitable  properties — Missouri  Pa- 
cific, Southern — earn  less  than  10%. 

"We  think,"  says  Sulhvan,  "that  rail- 
road services  should  be  remunerative 
enough  not  only  to  cover  the  costs  but  to 
pay  for  all  the  capital  equipment  they 
have  to  buy  to  provide  that  service.  You 
either  subsidize  certain  shippers  or  rail- 
road properties  as  we  do  now,  or  you  let 
the  market  determine  how  to  allocate 
resources  and  take  the  burden  off  the 
taxpayer.  By  not  letting  market  condi- 
tions prevail,  we're  gradually  running  the 
industry  right  into  the  ground." 

Because  they  are  beset  on  all  sides  by 
truck  and  barge  competitors  that  have 
the  cost  advantage  of  government  built 
and  maintained  highways  and  water- 
ways, the  railroads  are  unable  to  set  their 
overall  rates  at  a  level  their  cost  situation 
would  otherwise  permit.  What  the  FP.A 
would  like  to  do  is  even  out  this  competi- 
tive imbalance,  mainly  by  imposing  user 
charges  on  trucks  and  barges. 

The  capital  shortage,  the  FRA  study 
points  out,  represents  between  5.7%  and 
7%  of  the  industry's  projected  freight 
revenues  over  the  period,  so  that  theo- 
retically the  industry  could  generate  the 
capital  it  needs  simply  through  upward 
adjustments  in  the  rate  structure.  "Such 
increases/'  the  FRA  explains,  "could  en- 
able the  industry  to  obtain  better  earn- 
ings on  its  traffic  and  possibly  to  elimi- 
nate traffic  currently  carried  at  rates  be- 
low variable  costs." 

The  problem,  of  course,  is  that  such 
increases  could  easily  drive  traffic  away 
from  the  rails.  Which  is  where  the  user 
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charges  come  in:  "Railroads,"  the  FRA 
study  concludes,  "would  be  in  a  better 
position  to  implement  general  rate  in- 
creases without  the  threat  of  diversion  if 
implicit  and  explicit  subsidies  to  other 
transportation  modes  were  eliminated, 
or,  at  least,  reduced.  .  .  .  Compensatory 
user  charges  on  other  modes  would  raise 
rates  on  those  modes  and  either  result  in 
a  diversion  of  traffic  to  railroads  or  per- 
mit increases  in  rail  rates  which,  while 
raising  costs  to  shippers,  if  traffic  levels 
remain  unchanged,  would  result  in  lower 
external  capital  requirements.  ...  If 
shippers  pay  relatively  more,  taxpayers 
would  pay  relatively  less." 

In  total  contrast  to  this  sympathetic 
attitude,  the  ICC  is  committed  to  keep- 
ing rates  down  and  to  assuring  that  the 
railroads  do  not  capitalize  on  any  com- 
petitive advantages  they  may  have  by 
charging  what  the  traffic  will  bear.  Two 
years  ago  the  railroads  hoped  they  were 
gaining  rate-making  freedom  at  last  un- 
der the  4R  Act  (Railroad  Revitalization 


"The  ICC's  concern  is  not  with 
the  survival  of  the  railroads 
or  any  other  form  of  transpor- 
tation. Its  prime  concern  re- 
mains the  interests  of  the 
shippers  and  the  consuming 
public  the  shippers  serve.  In 
this  case,  it  is  fighting  the 
battles  of  the  far  distant  post 
when  the  railroads  still  had  a 
transportation  monopoly." 

Regulatory  Reform  Act  of  1976),  ex- 
cept in  areas  where  the  railroads  had 
"market  dominance."  But  the  commis- 
sion defined  market  dominance  so  nar- 
rowly that  close  to  half  of  the  railroads' 
business  is  still  tightly  regulated. 

"The  railroads,"  says  ICC  Chairman 
O'Neal,  "would  like  to  have  the  freedom 
to  increase  rates  on  those  commodities 
for  which  they  do  not  have  competition 
or  adequate  competition — coal  and  other 
bulk  commodities.  If  the  railroads  could 
increase  their  rates  as  much  as  they 
want,  they'd  lose  so  much  business  it 
would  be  incredible." 

O'Neal  argues  that  the  industry's  real 
problem  is  less  the  level  of  its  rates  than 
the  inefficiency  of  its  operations  and  the 
inadequate  control  of  its  costs,  and 
there's  no  question  that  this  is  the  other 
side  of  the  problem.  O'Neal  thinks  the 
ICC  should  use  rate  policy  as  a  weapon  to 
get  the  railroads  to  improve  their  service, 
to  innovate  in  rate-making  and  so  im- 
prove their  competitive  position.  Where 
the  money  is  coming  from,  O'Neal  does 
not  say. 

"It's  pretty  hard  to  say  we  won't  give 
you  an  increase  until  your  service  im- 
proves," O'Neal  concedes,  "and  they  say 
we  can't  improve  our  service  until  you 


give  us  an  increase.  What  we're  trying 
do  is  force  the  carriers  to  price  m 
selectively."  Last  month,  in  fact,  its  aj 
inflation  policy  notwithstanding, 
ICC  approved  a  22%  increase  in  c 
rates  on  the  Louisville  &  Nashville. ' 
increase  was  designed  not  only  to  w 
out  the  losses  L<!kN  was  sustaining 
the  traffic  but  also  to  finance  neec 
improvements  in  its  service. 

"We  have  a  statutory  mandate  fn 
Congress,"  O'Neal  says,  "to  see  that 
captive  shippers  are  not  overcharg 
One  of  the  things  we're  looking  at 
commodities  whose  rates  seem  to 
profitable,  and  we  singled  a  few  cc 
moditics  out  of  this  last  general  mere 
and  rolled  back  the  rates  on  somt 
those.  The  commission  in  my  view 
an  obligation  to  ensure  that  we're 
subsidizing  the  carriers  through  exc 
sive  rates  being  paid  by  just  a  few  user 
the  system.  And  that  is  what  happ 
when  you  get  some  shippers  paying  r<3 
that  are  way  high  and  others  that 
paying  rates  that  are  very  low." 

O'Neal,  of  course,  is  indulging  in  t^ 
cal  bureaucratic  reasoning:  The  nati 
forces  of  competition  can't  be  trustci. 
keep  prices  down;  only  powerful  govi 
ment  can  protect  the  public  from  r. 
cious  businessmen. 

Sullivan,  on  the  other  hand,  tn 
competition.  The  railroads  get  coal 
other  bulk  commodity  traffic,  he  s. 
because  the  cornpetition  declines 
compete  for  it,  and  he  argues  that  tr 
competition  is  so  all-pervasive  that  tl 
is  practically  nothing  these  days  i 
can't  be  moved  by  truck,  including  c 
if  the  price  is  right. 

"Trucking,"  says  Bob  Gallamore,  ' 
become  a  pervasive  competitor  to 
railroads.  People  don't  understand  1 
extensive  it  is.  So  that  pressure  is  a 
competitive  force  for  the  railroads.  ] 
one  reason  we're  confident  recommi 
ing  substantially  less  regulation, 
truckers  are  in  a  perfectly  good  posi 
to  keep  the  railroads  honest." 

The  ICC's  concern,  however,  is 
with  the  survival  of  the  railroads  o 
any  other  form  of  transportation, 
prime  concern  remains,  as  it  has  f 
the  beginning,  the  interests  of  the  s 
pers  and  those  of  the  consuming  pu 
the  shippers  serve.  Like  many  old  , 
emment  agencies  it  is  fighting  the 
ties  of  the  past;  in  this  case  the  far 
tant  past  of  the  1890s,  when  the  railn 
still  had  a  transportation  monopoly 

"If  it's  only  a  question  of  whethe 
industry  survives  or  not,  who  car 
O'Neal  says.  "It's  the  public  service 
that  we  are  concerned  about.  What 
we  want  from  the  railroads?"  It's  tht 
story:  Washington  knows  best. 

Unfortunately,  the  O'Neals  still 
the  roost  in  the  Washington  bureai 
cy.  Happily,  however,  the  Sullivana 
beginning  to  speak  up.  ■ 
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HEALTH  CARE,  AMERICA  IS 

STILL  NUMBER  ONE! 


Despite  its  critics,  American  health  care  is  still  the  best  in  the  World.  Anyone  who  doubts  that 
fact  should  visit  hospitals  in  other  countries,  particularly  those  with  national 
^  health  programs. 

i|-  ^  America's  free  enterprise  system  gives  our  physicians 

♦         ♦  and  hospitals  the  ability  to  meet  the  needs  of  the 

*         ♦  ^  communities  they  serve — and  in  a  timely  way. 

*  Freedom  from  government  over-regu- 

lation is  essential  if  America 
is  to  maintain  quality  health 
care. 

For  over  a  decade.  Hospital 
Corporation  of  America  has 
set  an  example  as  a  leader  in 
the  health  care  industry. 
Presently  operating  hospitals 
in  over  100  American  com- 
munities, HCA  is  proving 
quality  health  care  is  best 
assured  through  the  free 
enterprise  system.  Modern 
management  methods,  large 
scale  purchasing,  prototype 
construction,  and  the  profit 
incentive  enable  Hospital 
Corporation  of  America  to 
deliver  quality  health  care 
which  is  the  basis  of  the  Company's 
philosophy. 

In  America,  HCA  is  the  leading  health  care 
company.  Thanks  to  free  enterprise — America's  health 
care  system  is  still  number  one! 
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HOSPITAL 
CORPORATION 
OF  AMERICA 

One  Park  Plaza, 

Nashville,  Tennessee  37203. 

(1-800-251-2561). 


The  Communicators 


.Through  our  growing  network  of  overseas  facilities  — branches,  representative 
ffices,  subsidiaries  and  correspondents— Manufacturers  Hanover  offers  international 
ustomers  direct  access  to  virtually  any  marketplace  in  the  world.  Consider  the  source. 

'  MANUFACTURERS  HANOVER 

The  financial  source.W}ridwide. 


OMNI. 

THE  MAGAZINE  THAT'S 
CHANGED  THE  FACE 
OF  PUBLISHING. 
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For  further  iriformation  contact 
Beverley  Wardole  at  212-593-3301 


THE  REAL  BIONIC  MAN 

IXCLUSM;  INTERMrvX-  VITTH  M\1N  TOfFLE  R  PLUS 
AU Nro  FICnOV-UNSEEWlORLDS-COMPUTTRUB 
Mrn  tSrARGAJ-aCTICA  •  M  IN  IJLLYON  [XXriUNS 


First  edition— an  unprecedented  one  million  copies. 
A  record  58  pages  of  major  advertising  By  an  amaz- 
ing diversity  of  advertisers.  From  VW  and  Minolta  to 
Lockheed  and  Rockwell  International  Corporate. 
From  Sears'  Die  Hard  battery  to  Arco  and  Delta  Airline 
From  R.J.  Reynolds  and  Chivas  Regal  to  Merrill  Lyncf- 
and  American  Express,  To  name  just  a  fev^. 
Why  the  phenomenon  that  is  OMNI?  Because  there 
has  never  been  an  age  like  ours,  there  has  never 
been  a  magazine  like  OMNI. 
Until  now. 

Now,  OMNI  gives  the  illimitable  realm  of  science  foci 

and  fiction  its  due  dimension.  Dramatically. 

Graphically.  Faithfully.  Entertainingly. 

With  a  purpose  and  scope  no  other  magazine  has 

ever  essayed  or  brought  so  stunningly  to  reality. 

OMNI. 

The  classic  magazine  of  the  space  age. 
Join  us  in  the  future  now! 


hy  118-year-old  Milton  Bradley^  Co.  is  the 
)itest  toy  company  around. 

One  man's  game  is 
another  man's 
profit  center 


DEALLY,  every  November  would  be  a 
bonanza  for  toy  and  gamemakers — 
especially  if  Christmas  cheer  were 
only  factor  of  success.  But  remember 
early  Seventies  when  industry  jokers 
capricious  customer  taste  and  esca- 
tig  ad  costs  got  so  rambunctious?  The 
ling  independent  manufacturer,  Mat- 
Inc,  wound  up  making  a  jigsaw  puz- 
out  of  its  balance  sheet.  Then  came 
1974  recession  and  every  toy-  and 
lemaker  from  Mattel  to  Parker  Bros, 
k  big  hunks  of  coal  in  their  earnings 
:kings.  Make  no  mistake,  the  toy  and 
le  industry  can  be  treacherous.  Take 
case  of  Ideal  Toy  Corp.,  which  in 
;nt  years  made  the  typical  industry 
ir  of  putting  too  many  of  its  marbles 
ind  a  faddish  toy  line — a  potpourri  of 
;tic  and  tin  Evel  Knievel  windups, 
kers  and  dress-ups.  Last  year  the  real 
I  viciously  bopped  a  TV  executive 
ti  a  baseball  bat  and  went  to  jail.  The 
public  relations  pinned  the  tail  on 
d  to  the  tune  of  a  94%  earnings  drop 
bare  8  cents  a  share, 
hat  sort  of  thing  doesn't  happen  to 
hero,  Milton  Bradley  Co.  The  Spring- 
1,  Mass.  118-year-old  gamemaker 
ed  sales  last  year  to  $198  million, 
le  hiking  earnings  9%  to  $2  per 
re,  precisely  because  of  the  care  it 
:s  to  avoid  such  brambles.  While  its 
ipetitors'  new  product  introductions 
letimes  account  for  up  to  50%  of  a 
'  year's  line,  Milton  Bradley  sticks  to 
/vater  pistols.  In  1977,  for  example,  it 
uded  only  18%  new  products  in  its 
rings.  One  of  its  best-sellers  contin- 
to  be  The  Game  of  Life,  invented  by 
ton  Bradley  himself  in  1860  (and  only 
:ntly  upgraded  to  stress  achievement 
r  morals). 

istead  of  bidding  for  the  consumer's 
ntion  with  new  products,  MB  makes 
fecial  thing  of  its  13  or  so  "Super 
)les" — games  besides  The  Game  of 
,  like  Twister,  Battleship  and  Yaht- 

It  offers  expensive  local  TV  adver- 
ig  backup  to  retailers  so  that  store 
ives  remain  Super  Stapled  from  Janu- 

to  Christmas.  "People  buy  our 
les  throughout  the  year,"  says  Rob- 
O.  Zinnen,  48,  MB's  financial  vice 
;ident,   "because   they   played  the 


same  games  when  they  were  children." 

The  market  strategy  not  only  attracts 
sales,  but  also  minimizes  MB's  startup 
costs  on  new  games  and  toys — costs  that 
can  run  as  high  as  $1  million  each. 
"We've  been  selling  The  Game  of  Life  for 
118  years,"  says  Zinnen,  "and  we've 
made  only  one  change  in  the  mold." 

Chief  Executive  James  J.  Shea  Jr.,  a  53- 
year-old  Wharton  School  graduate,  cred- 
its the  Super  Staple  program  along  with 
the  introduction  of  two  electronic  games 
in  1977  for  the  remarkable  last  quarter 
showing  that  turned  a  sluggish  year  into 
a  record-breaker.  Retailers,  he  says,  were 
overcautious  during  the  normally  heavy 
pre-Christmas  buying  period.  As  a  result, 
MB  registered  only  81  cents  for  the  third 
quarter  compared  to  84  cents  for  the 
same  period  in  1976.  Just  when  it  looked 
like  a  sad  Christmas  in  Springfield,  the 
reorder  phone  started  jumping  off  the 
hook  and  fourth-quarter  earnings  shot  up 
49%  over  1976. 

Better  yet,  retailers'  inventories  were 
still  exhausted  at  year-end,  and  they  have 


A  XUltan  Hnicllcy  (i.wi)ih/y  line 
Still  up  to  their  old  game. 


spent  1978  trying  to  keep  up  with  unusu- 
ally strong  demand.  By  the  end  of  this 
year's  third  quarter,  MB's  sales  were  up 
another  30%,  to  $169  million,  and  its  net 
hit  $12.3  million— a  61%  advance.  With 
a  big  order  backlog  for  the  fourth  quarter 
taking  shape,  analysts  say  that  sales  for 
the  year  could  reach  $250  million,  and 
earnings  $2.40  per  share. 

Besides  the  Super  Staples  program  the 
other  big  reason  for  this  year's  success  is 
MB's  deft  move  into  the  electronic 
games  market — for  the  last  five  years  the 
hottest  segment  of  the  industry,  and  the 
most  capricious.  Until  it  introduced  its 
Comp  IV  electronic  mastermind  game 
and  its  Electronic  Battleship  game  last 
year,  cautious  MB  had  been  hanging 
back,  waiting  for  the  market  to  take 
some  predictable  shape.  This  year  it  may 
have  the  hottest  new  electronic  game  of 
all,  a  computerized  version  of  the  Simon 
Sez  playground  game  called  "Simon." 
The  game  was  on  allocation  to  retailers 
this  fall  only  a  few  months  after  its  celeb- 
rity-stocked Studio  54  debut  in  New 
York  last  March. 

Yet  for  all  its  success  with  electronics 
MB  is  still  staying  out  of  the  $200  mil- 
lion-plus video  games  market.  One  rea- 
son might  be  that  it  likes  to  operate  with 
a  high  degree  of  self-sufficiency.  MB  does 
almost  all  of  its  own  printing  (game 
boards,  boxes,  puzzle  pictures)  and  toy 
assembly  at  its  1.1  million-square-foot 
East  Longmeadow,  Mass.  plant  or  one  of 
its  other  five  U.S.  and  three  overseas 
plants.  Typically,  when  it  decided  to 
manufacture  electronic  toys  and  games, 
cost-conscious  MB  eschewed  the  for- 
eign-made parts  widely  used  by  competi- 
tors, and  set  up  its  own  manufacturing 
and  assembly  operations  using  semicon- 
ductor chips  made  by  Texas  Instruments 
Corp.  After  little  more  than  a  year's  ex- 
perience the  company  claims  to  be 
matching  import  prices  with  its  in-house 
production  costs.  "We  have  learning 
curves  just  the  way  Texas  Instruments 
has  learning  curves,"  says  Zinnen. 

But  the  problem  that  some  toy  compa- 
nies like  Coleco  are  having  making  mon- 
ey in  the  volatile  video  games  market 
has  MB  waiting,  as  it  did  with  electronic 
toys,  for  its  competition  to  make  the 
mistakes.  Says  one  company  executive, 
"At  this  stage  of  development  in  the 
video  games  market  we  don't  want  to  get 
involved  with  the  hardware." 

While  it  is  waiting,  the  solid  little  toy- 
maker  from  Springfield,  along  with  Mat- 
tel and  Ideal,  has  been  making  big  in- 
roads in  Europe — until  recent  years  the 
special  province  of  German  toy  and 
game  manufacturers.  Last  year  MB 
opened  a  100,000-square-foot  plant  in 
Waterford,  Ireland  to  go  with  existing 
plants  in  France  and  England.  European 
sales,  meanwhile,  jumped  40%,  to  20% 
of  total  sales,  22%  of  income.  At  the 
least,  European  expansion  could  be  the 
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answer  from  MB  and  the  entire  toy  in- 
dustry to  the  worries  of  some  analysts 
that  U.S.  sales  growth  will  be  hurt  by 
sluggish  birth  rates  here.  With  the  post- 
World  War  n  population  bubble  getting 
long  m  the  tooth,  they  say,  the  U.S.  toy 
market  will  be  thinning  out. 

Maybe  so.  Still,  Milton  Bradley  not 
only  has  its  ageless  Super  Staples  going 


for  it,  but  the  electronics  and  video 
games  being  produced  today  probably  ap- 
peal to  adults  almost  as  much  as  they  do 
to  children.  Don't  bet  that  MB  won't 
move  into  video  games,  when  the  time  is 
ripe,  as  deftly  as  it  moved  into  nonvidco 
electronic  games.  Plain  good  manage- 
ment does  make  a  difference,  even  in  a 
trendy  business  like  toys.  ■ 


^'JVlanagements  who  withhold  bad  news  can 
]^et  in  trouble  these  days.  What  about  man- 
agements who  underplay  good  news? 


SmithKline*s 
Star  Wars 

Wall  Street  is  that  Tagamet  will  generate 
$240  million  to  $290  million  in  sales  in 
the  65  countries  where  it  has  been  li- 
censed for  either  temporary  or  perma- 
nent use  by  ulcer  sufferers.  Next  year, 
according  to  Larry  Smith,  drug  analyst  at 
Smith,  Barney,  Harris,  Upham,  Tagamet 
could  gross  $400  million — a  50%  gain. 

In  1976,  SmithKline  had  revenues  of 
$673  million.  This  year,  the  company  is 
expected  to  do  over  $1  billion,  most  of 
the  gain  coming  from  Tagamet.  Pretax 
profits  on  Tagamet  alone  may  approach 
1976  total  pretax  profits  of  $107  millic)n. 
The  best  guess  is  that  Tagamet  could 
bring  some  $70  million  to  the  bottom 
line— or  about  $2.25  of  the  over  $5.00  per 
share  SmithKline  could  earn  this  year. 
Their  other  big  income  producer  is  Dia- 
zide,  a  diuretic  used  for  hypertension. 

Until  1976,  SmithKline  had  been 
through  a  decade-long  drought  of  hot 
new  products  despite  spending  several 
hundred  million  dollars  on  research  and 
development  (Forbes,  Dec  7  5.  19^6\.  But 


By  Howard  Rudnitsky 

BLOCKBusTKRS  aren't  just  a  phenom- 
enon of  the  entertainment  indus- 
try. They  happen  in  the  ethical 
drug  business,  too — stunning  break- 
throughs, with  an  impact  on  revenues 
and  earnings  like  Star  Wars. 
j  Such  a  breakthrough  happened  to 
I  Schering-Plough  in  the  late  1960s  with 
'its  antibiotic  Garamycin,  another  to  Eli 
|Lilly  with  its  cephalosporin  antibiotics  a 
bit  earlier.  Now  the  lightning  has  struck 
Philadelphia's  SmithKlme  and  the  ana- 
lysts are  still  scrambling  to  catch  up.  The 
company's  nev/  ulcer  drug,  Tagamet,  also 
presents  the  150-year-old  company  with 
an  unusual  disclosure  problem:  It  appears 
that  for  most  of  this  year,  it  has  not  fully 
told  its  stockholders  how  big  a  success 
Tagamet  really  is. 

This  is  how  big  it  is:  Last  year,  the 
first  full  year  of  its  introduction,  Smith- 
Kline's  Tagamet  revenues  were  about 
$40  million.  This  year,  the  consensus  of 


since  1964,  SmithKline's  research  scien- 
tists in  Britam  had  been  working  on  a 
drug  that  blocks  histamine  receptors  in 
acid-secreting  cells.  These  cells  are  the 
ones  in  the  stomach  wall  that  can  secrete 
excess  acid  and  eventually  cause  ulcers. 
After  developing  three  separate  genera- 
tions of  receptor-blocking  compounds, 
SmithKline's  laboratories  in  Welwyn 
Garden  City,  England,  came  up  with  a 
cimetidine  they  called  Tagamet. 

By  November  1976  Tagamet  was 
cleared  by  Britain's  Committee  on  Safe- 
ty of  Medicines,  the  U.K.'s  equivalent  of 
the  Food  &,  Drug  Administration.  Less 
than  a  year  later,  the  FDA  cleared  it  for 
initial-treatment  (but  not  permanent) 
use  by  the  U.S.'  4  million  ulcer  sufferers. 

Tagamet's  impact  on  SmithKline 
stock  has  been  dramatic,  too.  SK's  30 
million  shares  outstanding  have  soared 
from  the  low  40s  in  late  1977  to  over  100 
briefly  in  September,  at  which  point  the 
total  gain  in  market  value  was  $1.8  bil- 
lion. Following  the  October  market 
shakeout  the  price  has  stayed  up  in  the 
mid-80s — a  price/earnings  ratio  of  .  16 
times  estimated  1978  earnings,  almost 
double  that  of  the  overall  market. 

The  analysts  have  been  bullish  about 
Tagamet  from  the  beginning,  but  they've 
consistently  underestimated  its  earnings 
impact.  In  February,  The  Street's  consen- 
sus was  that  SmithKline  earnings  would 
be  up  20%  for  the  year.  By  mid-May  they 
revised  the  estimate  upward  to  45%,  in 
August  to  61%  and  in  late  October  to 
70%.  In  fact,  SmithKline's  earnings  were 
up  90%  in  the  first  quarter,  100%  in  the 
second  and  98%  in  the  third. 

The  company,  meanwhile,  was  taking 
what  one  analyst  calls  "a  cautiously  opti- 
mistic position"  on  Tagamet. 

Conservative?  Perhaps  to  a  fault.  But  a 
case  can  be  argued  that  management  un- 
derplayed some  of  the  good  news  on  Ta- 
gamet, with  the  result  that  some  stock- 
holders may  have  been  slow  to  buy  or 
sold  too  soon. 

Meanwhile,  Chairman  Robert  F.  Dee 
and  President  Henr>'  Wendt  and  other 
top  management  were  exercising  stock 
options  on  more  than  50,000  shares  of 
SmithKline  at  an  average  price  of  around 
$27  per  share.  Yet  management — while 
making  glowing  statements  concerning 
Tagamet's  medical  success — was  being 
"cautiously  optimistic"  about  Tagamet's 
snowballing  financial  success. 

It  is,  of  course,  hard  to  fault  manage- 
ment in  these  matters.  They  could  have 
been  as  surprised  as  outsiders  by  Taga- 
met's swift  surge.  Besides,  there  are  al- 
ways risks  of  possible  side  effects  m 
drugs.  But  is  conservatism  always  the 
frankest  policy?  It's  a  good  question,  one 
managements  will  have  to  wrestle  with 
more  and  more  in  the  future.  After  all, 
full  disclosure  is  in  everyone's  best  inter- 
ests. Let's  have  more  details,  particularly 
where  a  "Star  Wars"  is  concerned.  ■ 
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:  Eastman  Kodak  Company.  1978 


''Call  the  chief,  Tommy!  I  think  Ive  found  our  copying  bottleneckr 


The  meeting's  about  to  start . . .  and  the 
opies  aren't  ready  yet.  We've  got  a  fast  cure:  A 
odak  copier  that  turns  out  4200  fine-looking 
opies  an  hour— that's  70  a  minute!  Already  col- 
]ted,  if  you  like.  And  stapled,  too,  automatically, 
t  the  push  of  a  button. 

People  are  telling  us  it's  the  best  quality 
I  the  business.  A  few  of  these  machines  in  your 
ffices  can  end  a  lot  of  bottlenecks.  And  the  ser- 
ce  is  Kodak  quality  also.  We'd  like  to  demonstrate. 

'rite;  A.  Angert,  Eastmari  Kodak  Company, 
D8512,  Rochester,  NY  14650. 


Ddak  copiers  can  unplug  your  bottlenecks. 


Kodak  Ektaprint  150  copier-duplicator 


What  do  you 
see  when  you  look  at 

a  new  house?  ^  depends  on  your  perspective. 

You  might  see  a  new  neighbor,  a  good 
investment,  a  sign  of  economic  vitality, 
work  for  hundreds  of  people. 

Or  you  might  see  the  legacy  of  a 
fallen  tree. 

We  see  all  these  things,  and  more. 
We  see  an  opportunity  to  meet  society's 
need  for  shelter  and  our  employees'  and 
shareholders'  for  performance. 

We  manufacture  houses.  When  you 
see  a  partially-assembled  house  riding 
a  truck  down  the  highway,  chances  are 
one  in  four  we  made  it. 

We  also  manufacture  parts  of  houses 
—things  like  lumber,  plywood,  cabinets, 
window  frames,  siding,  roof  trusses;  and 
we  operate  building  materials  centers 
through  much  of  the  U.S. 

Moreover,  we  farm  the  trees  that 
stand  behind  these  products,  so  we're  able 
to  see  clearly  that  society  can  have  both, 
if  we  tend  to  our  forests,  manage  them 
resourcefully.  This,  finally  is  what  we  are 
all  about. 

Our  ultimate  charge  is  to  reconcile 
your  perspectives  and  ours,  to  manage  our 
affairs  in  a  way  that  provides  jobs, 
products,  profits  and  trees. 

If  we  succeed,  everybody  wins.  You 
the  worker,  consumer,  investor  and  citizen. 
And  we  the  employees  and  shareholders 
of  Boise  Cascade. 

Reason  enough  to  try,  don't  you  think? 

Boise  Cascade  Corporation  (§) 

A  company  worth  looking  at. 


To  a  nation  of  suburbanites,  heavy  snows 
and  fast-growing  grass  are  bad  news.  Toro's 
Dave  McLaughlin  turns  them  into  lush  profits. 

Toro!  Toro! 


As  AN  ALL-IVY  LEAGUE  offensive  end 
on  the  Dartmouth  College  foot- 
ball team  back  in  the  Fifties,  Da- 
vid T.  McLaughlin  set  a  raft  of  records, 
some  of  which  stood  for  more  than  20 
years.  As  chairman  of  little  ($227  million 
sales)  Toro  Co.,  he's  dropped  a  few 
passes,  and  freely  admits  it.  But  with  the 
help  of  Mother  Nature,  he's  also  turned 
Toro  into  one  of  the  yeaj's  hottest 
growth  items.  And  with  everyone  from 
professional  meteorologists  to  the  Fcmn- 
er's  Ahnanat  auguring  a  rough  winter,  it 
will  probably  stay  that  way  for  a  while. 

Minneapolis,  Minn. -based  Toro  makes 
lawn-care  equipment  for  the  summer 
and  "snowthrowers" — motorized  snow- 
shoveling  equipment — for  the  winter.  A 
pretty  good  seasonal  synergy — especially 
when  it  snows  as  heavily  as  last  year, 
when  sales  of  snowthrowers  soared  62% 
from  the  year  before  to  $50  million, 
which  was  more  than  Toro's  entire  sales 
ten  years  ago.  Bolstered  by  this  happy 
gain,  corporate  sales  climbed  40%  and 
earnings  nearly  doubled  to  $4.12  a  share. 
Summer  and  winter,  Toro's  competition 
is  largely  huge  companies  like  Textron 
and  Allis-Chalmers,  but  against  such 
competition  it  has  managed  to  capture 
over  half  the  U.S.  consumer  snow-clear- 
ing market. 

Turning  64-year-old  Toro,  once  a  man- 
ufacturer specializing  in  equipment  for 
golf-course  care,  into  a  full-fledged  con- 
sumer company  has  not  been  as  effort- 
less as  the  relaxed,  46-year-old  McLaugh- 
lin appears  to  make  everything  he  does. 
He  came  to  Toro  in  1970  from  what  is 
now  Champion  International,  where  he 
was  president  of  the  Champion  Packages 
Co.  "The  intriguing  thing  was  if  the 
management  group  in  a  company  Toro's 
size  did  something  right  or  wrong,  it 
would  reasonably  quickly  reflect  on  the 
bottom  line,"  he  says. 

He  spent  three  years  as  president  un- 
der then-chairman  David  M.  Lilly,  still 
the  firm's  major  stockholder  with  over 
14%  of  common  outstanding.  Lilly 
wanted  to  keep  Toro  independent.  Its 
major  competitors  were  being  gobbled  up 
in  the  Sixties:  jacobsen  Manufacturing,  a 
prime  rival  in  professional  lawn  mainte- 
nance, was  bought  by  Allegheny  Ludlum 
(it  now  is  part  of  Textron),-  Simplicity 
Manufacturing,  which  makes  mowers, 
tillers  and  snowthrowers,  was  taken  over 
bv  Allis-Chalmers  and  Ryan  Equipment 


by  Outboard  Marine.  Just  last  year.  Weed 
Eater  was  acquired  by  Emerson  Electric. 
Lilly  turned  Toro  over  to  McLaughlin  in 
1973  and  turned  his  attention  to  the 
chairmanship  of  the  Federal  Reserve 
Bank  of  Minneapolis. 

McLaughlin  soon  made  some  mis- 
takes. In  fiscal  1975  sales  rose  from  $1 15 
million  to  $  134  million,  but  profits  fell  by 
half.  There  was  a  combination  of  reces- 
sion, inflation  and  a  wet  spring, 
McLaughlin  says,  but,  he  admits,  "part 
was  due  to  the  internal  management  of 
the  company,  for  which  I  would  clearly 
be  responsible.  We  went  into  our  fiscal 
1975  with  a  high  field  inventory.  We 
were  not  as  sensitive  as  we  should  have 
been  that  the  product  had  not  moved 
through  to  the  customer  [Toro  has  tradi- 
tionally relied  on  a  network  of  indepen- 
dent distributors  who  sell  both  the  pro- 
fessional and  consumer  lawn-care  lines]. 
The  other  factor  was  that  we  were  not 
nearly  as  sensitive  as  we  should  have 
been  to  the  signals  of  recession." 

Since  then  McLaughlin  has  covered 
himself  with  glory,  but  he  knows  he 
can't  always  depend  on  heavy  snowfalls 
for  growth — or  on  a  booming  economy. 
So  he  has  been  broadening  Toro's  price 
range,  which  has  traditionally  been  con- 


Toni  Chaimian  Ocivid  T  MLlxiu^hliii 
Hedging  against  the  weather. 


centrated  in  lawnmowers  that  cost  up 
$390  and  golf  fairway  mowers  that  ( 
run  up  to  $24,000.  Says  one  Toro  disti 
utor:  "Businesses  like  golf  courses  ; 
even  municipal  governments  are  gett 
more  cost-conscious  these  days.  Inst 
of  spending  $20,000  for  a  new  mc 
every  four  years  they  try  to  get  it  reb 
to  last  extra  seasons." 

Toro's  newer  line  of  consumer  garc 
care  products  are  all  priced  under  $ 
and  some  as  low  as  $25.  The  new  pr 
ucts  include  a  lightweight  snowthro- 
for  $149  (it  extends  the  market  into  n 
ginal  snow  areas  like  Louisville),  a 
flexible  line  trimmer  (it  cuts  grass  wil 
high-speed  spinning  monofilament  li 
a  mower  composed  of  two  spinn 
trimmers  that  will  retail  for  $149,  a  ci 
pact  hose  that  will  be  aimed  at  the  h( 
garden  and  recreational  market,  and  i 
electric  chain  saws.  Eventually, 
hopes,  20%  of  company  sales  will  fal 
the  $100-and-under  category. 

All  are  possible  impulse  items: 
ther's  Day  presents  and  Christmas  g: 
Additionally,  maintenance  requireme 
are  lower  than  for  traditional  Toro  pi 
ucts.  So  Toro  was  able  to  skirt  its  ir 
pendent  distributors  in  some  cases 
sell  directly  to  chains  like  Penneys,  ' 
gets  and  Zayres,  increasing  its  retail 
tribution  from  10,000  stores  to  30,00i 
the  last  two  years. 

So  far  the  strategy  has  worked.  1 
put  some  $1  million  into  start-up  C' 
for  its  flexible  trimmers  last  year, 
example,  and  sold  a  million  units  a' 
average  price  of  $25,  contributing  a  pi 
in  its  first  year. 

What  will  cheaper  products  do  to  r 
gins  (which  are  currently  an  excel 
5%  net  on  sales)?  McLaughlin  thi 
they  won't  hurt.  The  low-end  lin' 
manufactured  by  a  new  division  ca 
Outdoor  Appliance,  where  the  emph 
is  on  nonunion  labor  and  self-deliver' 
non-Teamster  drivers.  And  there 
some  razor  blades  to  go  with  the  ra; 
Says  OAD  plant  manager  Mark  Hun;- 
"The  trimmer  may  retail  in  disc( 
stores  for  as  little  as  $18.99,  but  we  n 
up  for  it  on  replacements.  The  mi 
filament  spool  replacement  costs  $2 
for  example." 

A  lot  of  the  success  of  the  new 
depends,  too,  on  what  McLaughlin  c 
the  "Toro  franchise."  So  the  comf 
wiil  spend  $15  million  on  adverti 
this  year,  twice  last  year's  budget.  As 
last  major  independent  garden-eq 
ment  manufacturer,  it  needs  to  stren 
en  that  franchise  against  its  giant  ri' 
as  well  as  others  attracted  by  its 
cess — Japan's  Honda  moved  into 
U.S.  consumer  lawnmower  market 
year,  for  example. 

Note   the   concentration   on  ga 
products.    "The   grass    will  norrr 
grow,"  McLaughlin  comments.  " 
doesn't  always  have  to  snow."  ■ 
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SENDYOURPLANT 
LOCATION  EXECUTIVETO 
ONE  OF  OUR  SMALL 

TOWNS,  And  He  may  never 

COME  HOME  AGAIN 


These  days, crowded  cities  are 
becoming  popular  places  to  move 
iway  from. 

People  prefer  to  live  .where 
here's  actually  room  to  live.  And 
o  do  the  companies  they  work  for. 

Which  illustrates  why  small 
owns  in  North  Carolina  are  big  in 
\merican  industry. 

The  quality  of  life  is  good.  So 
jood,  that  when  many  relocating 
:ompanies  transfer  people  here, 
hey  often  have  a  hard  time  moving 
hem  again. 

Of  course,  something  besides 
vholesome  liveability  makes  our 
ovvTis  attractive  to  new  business. 

Namely,  the  labor  force  that's 
dready  living  in  them. 

They  want  the  jobs  economic 
ievelopment  brings  in. 

And,  because  the  work  ethic 
;till  exists  here, North  Carolina 
las  one  of  the  lowest  work  stoppage  rates 
n  the  nation. 

With  this  combination  of  space  and 
billing  labor,  your  company  can  prosper 
n  the  serenity  of  small  town  living. 

Yet, you're  never  any  notable  distance 
Tom  active  urban  centers. 

And,when  it  comes  to  considerations 
ike  transportation,  energy  and  operating 
:osts,our  advantages  will  amaze  you. 


To  learn  more  about  the  state  people 
doht  want  to  leave,  write:  North  Carolina 
Department  of  Commerce,  Industrial 
Development  Division, SuiteN9G6, 
430  N.Salisbury  Street, Raleigh,  NC  27611. 

Orcall919'73M151. 

Better  yet,  send  your  location  man  to 
examine  the  situation  firsthand. 

However,  once  he's  here, doht  be  too 
surprised  if  he  forgets  about  going  home. 


NORTH  CAROLINA 


Brazil  and  Iran  looked  like  the  promised 
lands  for  the  beleaguered  nuclear  power  in- 
dustry, but  riots  in  Iran  and  incompetence  in 
Brazil  may  have  dashed  the  hopes. 

Nuclear 
Setbacks 


By  Norman  Gall 


THE  NUCLEAR  POWER  INDUSTRY  Un- 
der Strong  and  often  unreasonable 
attack  at  home — is  now  in  trouble 
overseas  in  two  of  its  most  promising 
countries. 

The  biggest  of  its  deals  in  less-devel- 
oped countries,  Brazil  and  Iran,  are  now 
collapsing.  Last  month  (Oct.  23)  the  head 
of  Iran's  Atomic  Energy  Organization 
announced  a  virtual  cutoff  in  its  ambi- 
tious nuclear  program  that  would  have 
meant  purchase  of  some  $50  billion  in 
power  plants  from  German,  French  and 
U.S.  suppliers  by  the  year  2000.  And  in 
Brazil,  politicians,  scientists,  engineers 
and  five  government  agencies  are  wran- 
gling furiously  over  the  blame  for  con- 
struction mishaps  and  mushrooming 
costs  that  may  have  doomed  Brazil's  gi- 
ant atomic  power  deal  with  West  Ger- 
many. For  Brazil,  the  deal  was  a  matter 
of  huge  pride.  It  would  have  made  Brazil 
an  exporter  of  power  plants  by  the  1990s 
and  given  her  the  technological  base  to 
produce  and  reprocess  nuclear  fuels  and, 
therefore,  the  physical  capacity  to  make 
nuclear  weapons. 

Although  the  U.S.  government  vigor- 
ously opposes  the  controversial  fuel-cy- 
cle part  of  the  Brazil-German  deal  on 
grounds  of  nuclear-weapons  prolifera- 
tion, the  deal  is  in  trouble  in  Brazil  large- 
ly on  economic  grounds.  "I  don't  know 
the  military  purposes  of  the  Brazilian 
nuclear  program,  but  from  the  economic 
point  of  view  it  is  unviable,"  says  Anto- 
nio Emirio  de  Moraes,  one  of  the  coun- 
try's leading  industrialists.  "I  can't  see 
why  eight  nuclear  stations  should  be 
built  while  our  foreign  debt  already  is  $40 
billion  and  the  equivalent  of  60%  of  our 
export  earnings  are  consumed  by  servic- 
ing it.  Besides,  Brazil  has  the  good  luck 
to  possess  one  of  the  world's  largest  hy- 
droelectric potentials  that  only  will  be 
fully  exploited  by  the  year  2050." 

Electrical  industry  giants  such  as  Sie- 
mens, Westinghouse  and  General  Elec- 
tric say  they  badly  need  these  Iranian 
and  Brazilian  export  deals.  Their  home 
markets  have  shrunk  to  almost  nothing. 


partly  because  demand  for  power  has 
lagged  behind  expectations  and  partly  be- 
cause of  political  resistance  to  the  siting 
of  new  stations.  With  a  world  capacity  to 
produce  about  50  new  plants  annually, 
the  nuclear  power  industry  has  gotten 
orders  for  only  about  10  in  recent  years. 

Within  view  of  the  thousands  of  plea- 
sure boats  that  each  weekend  ply  the 
turquoise  waters  around  the  colonial  port 
and  tourist  center  of  Angra  dos  Reis — 
today  renamed  "Nuclear  Capital  of  Bra- 
zil"— two  atomic  power  plants  are  being 
built  side  by  side  in  great  confusion  and 
controversy.  Angra  I,  Brazil's  first  power 
reactor,  is  a  626-megawatt  (mw)  West- 
inghouse plant  that  was  ordered  in  1972, 
before  the  oil  crisis  of  the  mid-1970s. 
Angra  H,  ordered  after  the  oil  crisis,  is 
twice  as  powerful  as  the  Westinghouse 
reactor,  and  is  being  supplied  by  West 


Brazil's  Aniii  ci  I  nuclear  plant 

Too  many  workers,  too  much  waste. 


Germany's  Kraftwerk  Union  (KWl 
Siemens  subsidiary.  Angra  n  is  onl) 
first  of  eight  1,300-mw  power  sta< 
envisaged  in  the  gigantic  Brazil-Get 
nuclear  deal  of  1975. 

The  once  beautiful  beach  of  Angn 
Reis  is  now  being  called  the  waterh 
Brazil's  ambitious  nuclear  power 
gram.  The  Brazilian  and  European  | 
is  publishing,  with  great  relish,  st 
saying  that  contracts  for  work  on  t 
complex    nuclear   projects    are  h 
passed  out  among  Brazilian  construd 
and  engineering  firms  the  way  st 
paving  contracts  were  passed  out  in 
York  City  in  the  days  of  Tammany 
Engineering  and  geophysical  studit 
foreign  consultants  that  show  seriou 
ing  problems  have  been  leaked  ti: 
press.  It  turns  out  that  the  Angra 
which  was  supposed  to  accommc 
three  power  plants,  is  only  25  kilom 
from  a  geological  fault  where  three  5 
seismic  disturbances  were  recorded 
the  past  15  years.  Intense  tropical 
in  the  same  coastal  area  also  pre 
massive  landslides  and  other  forn 
erosion  that  have  been  aggravated  b 
going  construction  activity. 

"The  geological  survey  started  1 
says  a  veteran  engineer.  "If  it  were 
sooner,  another  site  probably  would 
been  chosen.  When  borings  were  fi 
drilled  it  became  clear  that  only 
plant  would  fit  on  bedrock  at  Angra 
it  would  be  expensive  and  difficu 
build  two  more  units  there.  But  Fi 
/ the  Brazilian  utility  in  charge  of  ny 
power]  insisted  on  putting  all 
there.  Right  now  there  are  more 
10,000  people  working  on  the  Angra 
and  nobody  knows  why.  Nobody  s 
to  care  because  the  contractors  are  \ 
ing  on  a  cost-plus  basis.  There  is  no 
for  all  those  people  to  be  there  be« 
the  civil  construction  on  Angra  I 
inghouse]  is  97%  finished,  and  the 
work  going  on  at  Angra  n  (KWU)  ii 
drilling  of  piles,  which  requires 
about  500  people.  This  is  not  a  conS 
tion  project.  It's  a  rape." 

The  confusion  was  such  that  a 
ago,  when  a  $10  million  fire  broke  c 
lunchtime  in  a  locked  laboratory 
warehouse  at  the  Angra  I  site,  nc 
could  get  in  because  the  man  in  c, 
had  gone  to  the  beach  and  taken  the 
with  him.  Firemen  rushed  to  the  s 
but  could  not  put  out  the  fire  bei 
there  was  no  water  in  their  trucks 
had  not  brought  the  wrenches  need 
turn  on  hydrants  nearby.  A  report 
government  investigation,  leaked  t 
newspaper  O  Estado  de  Sao  Paulo. 
7 1  different  fires  at  the  Angra  site  d 
a  five-month  period  in  1977.  Afte 
investigation  the  president  of  Fuma 
fired.  However,  after  the  report 
leaked  to  the  press,  six  engineers  ^ 
ing  for  Nuclebras,  the  government  r 
ar-energy  holding  company,  were 
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We. 


He  speaks  as  an  analyst  of 
fixed  income  securities,  but  his 
ideas  are  enhanced  by  the 
perceptions  of  the  international 
expert,  the  arbitrageur,  the 
options  trader.  First  Boston  is  a 
set  of  contiguous  minds.  Each 
person's  knowledge  enriches 
the  other. 

Exchange  nourishes 
insight. 

Since  1934,  First  Boston 
has  offered  a  comprehensive 
range  of  investment  bank- 
ing services,  a  diversity  of  minds 
in  series.  The  greater  the 
number  of  services,  the 
greater  the  series  of  minds, 
the  greater  the  depth  of 
insight,  the  greater  each 
person  s  ability. 

This  exchange  of 
ideas  prompted  First 
Boston  to  integrate  fixed 
income  research  functions. 
The  firm  offers  municipal, 
corporate  and  government 
research,  both  market 
research  and  credit  research. 
Each  helps  our  customers 
better  balance  portfolios  and 
more  precisely  plan  investment 
strategy. 

Insight  nourishes  innova- 
tion. And  with  a  strong  per- 
manent equity  capital  position. 
First  Boston  executes  insights. 
We  make  knowledge  work. 
We  can  put  it  to  work  for  you. 

Start  First  Boston  thinking 
about  your  needs.  Call  on  a 
professional  like  Dick  Davis  of 
Fixed  Income  Research  in  our 
headquarters  in  New  York. 

First  Boston 

Thinking  capital 


If  the  life  insurance 
youYe  carrying  is  a  misfit, 
that^s  un-American. 

At  A  M  Life,  we  make  sure  your  life  insurance  fits  your  present  and  your 
future.  That's  why  we've  grown  as  we  have— over  $950-million  of  insurance 
in  force  in  just  13  years  and  a  Best's  policyholder's  rating  of  A+  (Excellent). 

As  part  of  the  American  Mutual  group,  we  can  coordinate  your  life  insurance 
programs— business,  group,  personal— as  well  as  your  casualty  coverages. 
That's  the  American  way  the  American  Mutual  way 

jP^merican 
AlVutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound. 


incd  to  the  headquarters  of  the  poUti- 
pohce    in    Rio    de    Janeiro  and 
eatened  with  dismissal  if  they  refused 
sign  a  document  vouching  for  the  se- 
ity  precautions  at  the  Angra  site, 
iccause  a  second  power  plant  is  being 
It  on  a  site  with  enough  accessible 
rock  to  accommodate  only  one  reac- 
1,200  huge  concrete  piles  have  to  be 
and  laid  to  bedrock  more  than  200 
below  ground  to  support  a  platform 
vhich  KWU's  Angra  11  station  is  to  be 
It.  The  complex  construction  task, 
icd  on  in  a  geologically  unstable  area 
'  1  Brazilian  firm  with  no  previous  ex- 
t  ence  in  such  operations,  has  led  to 
t  lys  and  cost  overruns  that  have  dou- 
1 1  the  price  of  civil  construction  at  the 
;  m  the  past  two  years. 

Ithough  high  Brazilian  officials  have 
r  led  passionately  that  the  nuclear  pro- 
'  a  is  essential  for  the  survival  of  the 
istrial  economy  of  the  big  cities  of 
hcastern  Brazil,  the  government  has 
d  in  some  ways  as  if  nuclear  energy 
<• :  not  very  important  at  all.  In  1976 
I  idcnt  Ernesto  Geisel  announced  that 
1  il  would  have  to  train  10,000  special- 
technicians  and  craftsmen  to  mount 
.  ipcrate  its  nuclear  power  effort.  Last 
I  the  government  gave  $25  million  to 
xrto  Odebrecht,  the  general  contrac- 
/  111  Angra  I  and  n,  for  training  man- 
r  in  Germany.  The  firm  is  political- 
imected,  and  over  the  past  five  years 
isen  from  obscurity  to  third  place 
il;  Brazil's  giant  construction  com- 
-  But  after  three  leading  Brazilian 
ists  visited  German  nuclear  instal- 
~  in  September  at  Bonn's  invita- 
nd  were  told  by  their  hosts  that 
were  vacancies  for  40  trainees  in 
lany,  the  Brazilian  government  sent 
four  people.  Meanwhile,  a  leading 
1  lan  offical  told  one  of  the  physi- 
"West  Germany  cannot  afford  a 
!  ar  accident.  Nobody  can  afford  a 
'  ar  accident.  This  is  why  we  are  so 
i  of  what's  happening  at  the  Brazil- 
mstruction  site." 

the  same  time  Brazilian  energy 
icians  have  become  increasingly 
m  questioning  the  value  of  nuclear 
1.  Mario  Behring,  former  president 
ctrobras  (the  government  electric- 
y  onopoly)  and  one  of  the  country's 
a  ig  energy  experts,  says:  "The  nucle- 
I  igram  was  based  on  1974  estimates 
%  annual  growth  of  energy  con- 
tion  in  the  Southeast  at  a  cost  of 
per  installed  nuclear  kilowatt.  But 
iw  foresee  a  slower  growth  in  de- 
while  the  cost  of  the  nuclear  plants 
icir  fuel  has  tripled." 
:ilian  officials  are   beginning  to 
nore  hopefully  at  the  immense  hy- 
ctric  resources  of  the  Amazon  Ba- 
a  way  of  avoiding  a  forced  march 
luclcar  power.  While  nuclear  con- 
urn  costs  have  been  rising  rapidly, 
has  been  introducing  a  new  tech- 


nology into  its  electricity  grid — high 
voltage  direct  current  (HVDC)  transmis- 
sion. Pioneered  by  Bonneville  Power  Ad- 
ministration in  the  U.S.  Pacific  North- 
west to  send  electricity  more  than  1,000 
miles  to  the  big  cities  of  southern  Cali- 
fornia, HVDC  is  enabling  Brazil  to  tap 
Amazonia's  huge  hydropower  poten- 
tial— estimated  at  more  than  80,000  mw 
in  large  dams  and  several  times  that  in 
smaller  sites — that  now  can  be  brought 
southward  to  the  main  population  cen- 
ters without  the  large  power  losses  that 
were  previously  incurred  in  long  distance 
transmission. 

Halfway  across  the  world,  in  Iran,  oth- 
er difficulties  have  been  encountered. 
Since  the  early  1970s  the  Shah  of  Iran 
has  been  grandly  announcing  that  nucle- 
ar power  will  generate  half  of  his  coun- 
try's electricity  by  1992.  Foreign  reactor 
salesmen  rushed  to  the  scene  in  search  of 
orders  for  the  20  atomic  power  plants 
that,  according  to  this  scenario,  would 
generate  32,000  mw  at  a  construction 


*J  dont  know  the  military  pur- 
poses of  the  Brazilian  nuclear 
program,  but  from  an  econom- 
ic viewpoint  it  is  unviable." 


cost  of  $50  bilhon.  In  1974  the  Shah 
signed  a  $4  billion  deal  for  two  1,200-mw 
plants  with  KWU,  and  then  ordered  two 
more  from  France's  Framatome,  which 
like  KWU  had  gotten  its  nuclear  technol- 
ogy under  license  from  Westinghouse.  A 
year  ago,  during  his  whirlwind  dash 
across  Asia,  Europe  and  the  Middle  East, 
President  Jimmy  Carter  stopped  for  New 
Year's  Eve  in  Tehran  and  reached  an 
agreement  "in  principle"  with  the  Shah 
for  sale  of  six  to  eight  U.S.  reactors,  a 
deal  long  delayed  because  of  years  of  hag- 
gling over  nuclear  proliferation  safe- 
guards. After  another  meeting  in  Paris 
with  President  Giscard  d'Estaing,  the 
Shah  announced  that  he  was  "ready"  to 
sign  a  $6  billion  barter  deal  for  four  more 
French  nuclear  stations.  Then  a  letter  of 
intent  was  signed  last  November  for  four 
more  KWU  plants,  together  worth  $11 
billion,  to  be  financed  on  concessionary 
terms  by  a  group  of  German  banks. 

But  the  nuclear  industry  and  its  finan- 
ciers apparently  failed  to  ask  questions 
like  these:  How  many  atomic  power 
plants  can  a  country  like  Iran  absorb? 
How  can  Iran  pay  for  them?  Where  can 
so  many  nuclear  power  plants  be  put  in  a 
country  of  rugged  mountains  and  deserts, 
subject  to  severe  earthquakes?  And  what 
happens  to  the  long-range  projects  if  the 
Shah  dies  or  is  overthrown? 

The  difficulties  soon  began  to  appear. 
The  first  two  1,300-mw  German  reactors 
being  built  at  the  remote  desert  site  of 
Bushehr  on  the  Persian  Gulf  are  being 
delayed  because  of  the  need  to  protect 
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Puzzled  about  where  to 
locate  your  new  plant? 

Take  the  Oklahoma  Challenge.  10  to  14  correct  answers  and 
consider  yourself  a  PROFIT  EXPERT,  5  to  9  correct  answers  nnake 
you  a  PROFIT  WFHIZ  and  0  to  4  correct  answers  means  you  need 
to  know  much  more  about  the  profitability  of  locating  your  new 
plant  in  Oklahoma. 

Check  your  answers  against  ours  then  write,  in  confidence  for  more 
detailed  information  about  Oklahoma  — the  profitable  place  to  be. 


ILJ 


ACROSS 

2.    Manufacturing  is  now  as  important 


to  Oklahoma  as 
was. 

Seven  major 


once 


connect 


11. 


14. 

15. 
16. 


most  Oklahoma  communities  with 
all  U.S.  Cities  and  markets. 

Oklahoma's  labor  is 

more  productive  than  the  national 
average. 

Equipment  for  of  Labor 

is  provided  at  no  cost. 
An  attitude  that  provides  favorable 
legislation  and  other  incentives  for 
locating  in  Oklahoma. 

(Pro  ) 

Oklahoma's  number  one 
resource. 

Oklahoma's  location  in  the  U.S. 

Our  corporate  income  

are  only  4% 


DOWN 

1.  American,  Braniff.  Continental, 
Delta,  TWA,  Frontier  and  Ozark 
offer  excellent  service. 

3.  Oklahoma's  manufacturing  has 

experienced  a  140%  

since  1950. 

4.  Machinery,  equipment  &  materials 
consumed  in  the  process  of 

manufacturing  are  from 

sales  tax. 

7.    Low-cost  transportation  is 

provided  through  the  of 

Tulsa  and  Muskogee. 
9.   The  main  reason  companies  are 

attracted  to  Oklahoma. 
10.   Oklahoma  is  known  as  the  "buckle 

on  the  " 

12.  Oklahoma  has  an  abundant  supply 
of  

13.  Oklahoma  is  a   port  tax 

state. 


Oklahoma  has  the  answers. 

ACROSS  2.  Agriculture  5.  Railroads  6.  Force  8.  Training  11.  Pro  Business  14.  Energy  15.  Central 
16.  Taxes   DOWN  1.  Air  3.  Growth  4.  Exempt  7.  Ports  9.  Profits  10.  Sunbelt  12.  Water  13.  Free 


The  profitable 
place  to  be 


For  further  information,  call  or  write 

Director,  Industrial  Division,  Oklahoma  Industrial  Development  Department 
327A  Will  Rogers  Building,  Oklahoma  City,  OK  73105  (405)521-2401 
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the  plant  against  the  major  earthqu; 
that  regularly  occur  in  the  area  and 
cause  of  the  difficulties  of  getting 
ported  equipment  out  of  Iranian 
turns.  Moreover,  transportation  of  hq 
or   sensitive   equipment   across  Ir 
rough  terrain  is  difficult  and  danger 
Inland  sites  for  nuclear  stations  are 
to  find  because  Iran's  and  and  mount 
ous  landscape  contains  only  a  few,  si 
rivers.  Their  waters  must  be  used 
agriculture  rather  than  for  cooling  ni 
ar  power  plants.  So  these  plants  mus 
sited  either  on  the  earthquake-pront 
sert  coast  of  the  Persian  Gulf  to 
south,  or  along  the  mountainous  coa 
the  Caspian  Sea  to  the  north.  Both  f 
cnt  logistical  and  transportation  diffi 
ties.  Payment  for  these  plants  is  to  b 
only  after  they  are  completed  and  b 
operation  in  the  mid-to-late  1980s,  v» 
Iran's  oil  reserves  are  expected  to  be 
ning  out  at  an  accelerating  rate 
mountains  of  other  debts  will  be  cor 
due  as  well. 


"The  geological  survey  stA 
ed  late.  If  it  had  been  d*\ 
sooner,  another  site  wo\ 
probably  have  been  chosert 


This  year's  political-religious  riotiil 
Iran,  which  led  to  the  installation  of  i| 
tary  government  this  month,  may 
been  the  final  nail  in  the  coffin  of  1:1 
nuclear  energy  future.  The  Shah's  \c 
arms  and  nuclear  equipment  purch 
were  abruptly  cut  back  in  order  to  pal 
strengthened  social  programs  and 
pay  increases  for  civil  servants  to  e 
political  discontent.  The  head  of 
Atomic  Energy  Organization  was  fir 
part  of  a  general  housecleaning  of  I ' 
nuclear  establishment.  The  new 
president,  Ahmed  Sotoodehnia,  tol 
Washington /W:  "There's  an  awful 
rethinking  of  the  Iranian  energy 
gram."  Referring  to  Iran's  enormousi 
and  gas  reserves,  the  AEO  chief 
"We  do  have  enough  fossil  fuel  at 
ent."  While  suspending  future  nu 
plant  orders  beyond  the  four  tha 
already  under  construction,  Iran 
plans,  as  a  stopgap  measure,  to  drill 
gas  wells  in  new  reservoirs  and  buik 
fired  thermoelectric  plants.  In  addi 
Iran  has  enough  high-quality  coa 
serves  to  mine  eight  million  tons  an 
ly  for  the  next  four  or  five  centuries 

Similar  second  thoughts  are  surf, 
in  Brazil.  Bungling  and  mishaps, 
bined  with  the  spiraling  cost  of  nu 
construction,  eat  up  huge  amount 
scarce  foreign  exchange. 

Last  September  a  "confideii 
French  newsletter,  D^fe/ise  el  Diplot 
reported  that  the  Brazil-German  nii 
deal  would  be  renegotiated.  The  Bl 
ian  commitment  would  be  limit* 
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good  ideas. 
As  you  can  plainly  see. 


City  Investing  reports 
on  third  quarter  1978  results 


City  Investing  Company's  revenues 
and  earnings  in  the  third  quarter  of 
1978  were  a  record.  Again,  all  the 
company's  principal  operations  con- 
tributed to  this  progress. 

HIGHLIGHTS 

Earnings  of  City's  insurance  opera- 
tions increased  substantially,  reflect- 
ing improved  property-casualty  un- 
derwriting results,  further  growth  in 
portfolio  investment  income  and 
continued  improvement  in  hfe  in- 
surance results. 

City's  housing  activities  showed  fur- 
ther profit  growth  on  increased  unit 
volume  of  single-family  homes  and 
on  higher  mobile  home  shipments. 
City's  worldwide  manufacturing  op- 
erations continued  to  progress  with 
particularly  strong  profit  perform- 
ance in  magazine  printing  and  in 
containers  and  plastic  products  in 
Belgium  and  the  United  Kingdom. 

City's  budget  motel  chain,  with  247 
motels  nationwide,  continued  its 
outstanding  earnings  growth,  re- 
flecting record  occupancy. 
Major  projects  in  City's  capital  in- 
vestment program  are  nearing  com- 
pletion as  planned.  Production  has 
started  at  the  new  air-conditioning 
plant  at  Milledgeville,  Georgia.  New 
printing  presses  are  being  installed 
at  the  expanded  rotogravure  plant  at 


SUMMARY  RESULTS  (UNAUDITED) 


THIRD  QUARTER  ENDED 
September  30, 


1978 


1977' 


Revenues 


$951,070,000 


$812,409,000 


Net  Income 


33,987,000 


23,928,000 


Primary  Net  Income  Per  Share- 


1.33 


.91 


Net  Income  Per  Share - 
Assuming  Full  Dilution- 


.92 


.66 


NINE  MONTHS  ENDED 
September  30, 


1978 


1977 


Revenues 


$2,697,456,000 


$2,243,001,000 


Net  Income 


80,374,000 


54,198,000 


Primarv  Net  Income  Per  Share- 


3.03 


1.93 


Net  Income  Per  Share  - 
Assuming  Full  Dilution- 


2.19 


1.51 


Increase 


17 


42 


46 


39 


% 

Increase 


20 


48 


57 


45 


;  1 )  To  reflect  certain  reclassifications  made  during 
1978,  revenues  for  1977  have  been  restated  and 
reduced  by  $1,933,000  for  the  third  quarter  and 
$4,696,000  for  the  nine  months  with  no  effect  on 
net  mcome.  Results  for  the  third  quarter  and  nine 
months  ended  September  30,  1977,  have  been 
restated  to  give  effect  to  adoption  of  Statements  of 
Financial  Accounting  Standards  Nos.  13  and  19, 
requiring  capitalization  of  certain  lease  obligations 
and  the  use  of  a  form  of  successful  efforts  method 
ot  accounting  for  oil  and  gas  investments.  As  a 
result,  net  income  was  restated  and  retroactivelv 


increased  by  $916,000  and  $3,716,000,  respec- 
tively. For  the  same  respective  peruxls,  primary 
net  income  per  share  increased  by  $.04  and  $.17 
and  net  income  per  share  -  assuming  full  dilution  - 
increased  by  $.02  and  $.10. 

(2)  Average  primarv  shares  were  22,680,000, 
22,125,000.  22,680,000  and  21,925,000  for  the 
third  quarter  and  nine  months  ended  September 
30,  1978  and  1977.  Average  shares  -  assuming  full 
dilution  -  were  37,124.000,  36,571,000, 
37,124,000  and  36,371,000  for  the  same  respective 
periods. 


Salem,  Illinois.  Thirty  new  motels 
will  have  been  opened  by  year-end. 

OUTLOOK 

Based  on  results  to  date  and  order 
backlogs  in  manufacturing  and 
housing,  1978  is  expected  to  be  a 


record  year  for  City  Investing. 

To  learn  more  about  City  Investir 
contact  Director  of  Corpora 
Communications,  City  Investi 
Company,  767  Fifth  Avenue,  N< 
York,N.Y.  10022. 


c  City  Investing 
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rchasing  only  the  two  reactors  already 
iered,  while  the  Germans  would  be 
e  of  having  to  supply  Brazil  with  en- 
hment  and  reprocessing  facilities.  Al- 
3Ugh  high  Brazilian  and  German  offi- 
Is  immediately  denied  the  story,  West 
rmany's  state  secretary  for  research 
hnology,  Hans-Hilger  Haunschild  (the 
in  responsible  for  nuclear  exports),  had 
d  a  Brazilian  journalist  earlier  this  year 
X  Germany  would  not  feel  bound  to 
I  fuel-cycle  technology  to  Brazil  if  Bra- 
did  not  purchase  the  eight  KWU  reac- 
s.  If  Germany  does  rescind  its  com- 
:ment  to  export  enrichment  and  re- 
jcessing  technology  to  Brazil,  it  would 
!in  inadvertent  vindication  of  the  non- 
jliferation  policies  of  the  Carter  Ad- 
iiistration,  which  made  serious  diplo- 
ic blunders  last  year.  The  U.S.  al- 
jly  has  won  agreement  from  France 
Germany  to  make  no  new  export 
is  of  nuclear  technologies  that  could 
ised  to  produce  weapons  materials, 
he   Brazil-German   agreement  was 


lilays  and  cost  overruns 
iiffe  doubled  the  price  of  civil 
\istruction  at  [Brazil's  An- 
v]  site  in  the  past  two  years." 


J  :eived  as  a  way  of  keeping  the  Ger- 
nuclear  mdustry  and  its  13,000  jobs 
:t  while  equipping  Brazil  with  a  wide 
c  of  nuclear  technology  and  supply- 
i  large  share  of  her  electricity  needs 
)90.  Now  it  seems  that  none  of  these 
vill  be  achieved.  Germany's  tech- 
nical base  for  enriching  and  repro- 
1  ng  nuclear  fuels  is  in  such  an  early 
I,'  that,  if  forced  to  make  good  on  its 
jLTiitment  to  Brazil  today,  that  com- 
ment could  not  be  met. 


;anwhile,     Germany's  domestic 
ic  power  program  is  in  deep  trouble. 
Dugh  Germany's  1973  energy  plan 
i  for  nuclear  power  to  generate  45% 
r  electricity  supply  by  1985,  a  year 
;his  target  was  cut  by  half  under 
ure  from  environmental  groups  that 
nearly  paralyzed  nuclear  construe- 
Under  this  pressure  the  Social 
Kratic  government   has  restored 
ty  to  coal-fired  plants  to  generate 
icity,  and  is  agreeing  to  new  nucle- 
istruction  only  where  coal  cannot 
■  job.  Meanwhile,  Ralph  Nader-type 
its  have  tied  up  about  $  1 0  billion  in 
luclear  investments.  Licensing  and 
1  procedures  for  new  nuclear  plants 
rmany  can  delay  construction  for 
jars. 

>t  Germany  presently  has  14  nucle- 
tions  completed,  though  two  of 
are  not  working  yet  because  licens- 
s  been  delayed  by  litigation.  Eight 
plants  are  under  construction, 
work  on  three  others  has  been 
d  by  court  order  and  three  more 


It's  another 
Keene  record  quarter. 

And  earnings  go  up 
by  almost  one-quarter. 


Earnings  per  share 

3rd  quarter  1977  , 

 ^^f^'^^ 

504  — 


Earnings  per  share 
3rd  Guarter  1978 


EPS  up  24%  to  624;  net  income  up  17%  to  $2.0 
million.  For  the  1 2th  consecutive  quarter,  Keene  Corpora- 
tion has  surpassed  EPS  and  income  records  set  for  corre- 
sponding periods  in  previous  years.  Result:  in  the  first  nine 
months  of  78,  EPS  has  climbed  to  a  record  $1.91  and  net 
income  to  $6.3  million  —  gains  of  34%  and  28%  respec- 
tively over  the  first  three  quarters  of  1977. 

Keene  sees  continuing  growth  and  rising  profits. 
Because  we  see  ourselves  continuing  to  expand  the  sales 
of  those  products  which  gave  us  our  success.  Bearings. 
Filtration.  Lighting.  Laminates.  For  more  on  what  goes  up 
and  on,  write  for  the  latest  quarterly  report  to  345  Park 
Avenue,  New  York,  N.Y.  10022. 
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Miradeon 
34th  Street. 

Miracles  often  happen  where  you  least  expect  them. 

Take  the  case  of  Sperry's  microwave  electronics  division  (on 
34th  Street,  Clearwater,  Florida). 

When  they  ordered  a  Xerox  9400  duplicator,  they  naturally 
expected  it  to  do  miraculous  things. 

After  all,  the  9400  turns  out  copies  at  the  incredible  speed  of  two 
pages  a  second. 

It  copies  on  both  sides  of  a  sheet  of  paper,  automatically. 

It  lets  you  feed  and  cycle  200  originals  at  a  time,  automatically 
And  collates,  automatically. 

But  what  they  didn't  expect  was  that  so  many  different  people 
would  come  up  and  use  it  themselves. 

Writers  used  it  to  reproduce  manuals.  Secretaries  used  it  to  copy 
and  assemble  reports.  Managers  used  it  for  proposals  that  were  needed 
yesterday. 

Noticing  all  this  additional  productivity,  Sperry  management 
issued  a  decree: 

"Henceforth,  the  Xerox  9400  will  be  available  not  just  to  a  select 
few,  but  to  everyone  who  needs  high-quality  copies  m  a  hurry." 
To  which  we  can  only  add.  Amen. 


XEROX 


|XEHOX®.iiid  'Mllll.irc  li.idi-iii.irks  ot  X£KOX  (  ( )Ul'OU  A 1  K)N, 


ALBUQUERQUE 

NEW  MEXICO 
Juitria  f  ^^irectoru 


For  a  free  copy  of  this  directory  and  other  industrial  infor- 
mation, contact  James  F.  Garvin,  Executive  Vice  President, 
Albuquerque  Industrial  Development  Services,  Inc.  (AIDS), 
Downtown  Convention  Center,  401  Second  Street  N.W., 
Albuquerque,  New  Mexico  87102,  or  telephone  505- 
842-0400. 

Albuquerque  welcomes  the  following  new  or  expanding 
industrial  or  R  &  D  operations:  DIGITAL  EQUIPMENT 
CORPORATION  /  MOTOROLA  /  FARINON  (DARCOM)  / 
ROCKWELL  INTERNATIONAL  /  POINT  AMERICA/ 
DEPENDABLE  DOOR  /  WESTINGHOUSE  /  BDM/GUL- 
TON  /  NOBEL  FOODS  /  PONDEROSA  PRODUCTS  / 
DeVILBISS  /  plus  others  soon  to  be  announced...??? 

How  much  change  does 
our  American  Economic 
System  need:Alot? 

Alittle?None? 

The  more  we  all  know  about 
our  system  and  how  it  works 
the  better  we  can  decide 
what  to  preserve,  what  to 
change  in  the  years 
ahead.  That's  why  this 
special  booklet  has  been 
prepared.  Every  Ameri- 
can ought  to  know  what 
it  says.  For  a  free  copy, 
write:  "Booklets"  P.O.  Box 
1887,  New  York,  NT.  10001 

Tlie  American 
Economic 
System. 

®  ^ 

A  public  service  ol  The  Advertising 
Council  &  U  S  Department  of  Commerce 
presented  by  this  Magazine. 


arc  awaiting  construction  peri] 
These  new  plants  will  bring  Gcrn 
well  above  its  lowered  198.S  nuclear 
crating  goal  of  24,000  mw.  Thus 
additional  stations  are  expected  tt 
ordered  in  coming  years. 

The  U.S.  nuclear  industry  is  in  s< 
what  better  shape  because  the  two  i 
reactor  manufacturers — Westingh 
and  General  Electric — have  a  substai 
backlog  of  past  orders  to  be  filled 
derive  considerable  revenue  from  n 
tenance  and  retrofitting  of  cquipn 
However,  the  only  new  orders  for  p 
plants  received  by  Westinghousc 
the  past  two  years  were  two  from  S 
Korea  in  1978.  Business  has  been 
worse  recently  for  GE,  which  has  hi 
increase  in  its  order  backlog  since 
GE  has  also  been  plagued  by  ling 
technical  problems  in  its  boiling-\ 
reactor  system.  Cracks  have  appear 
large  pipes  that  supply  cooling  waJ 
four  of  its  reactors  located  in  Gen 
and  Japan,  and  there  are  difficulti 


"Even  if  business  should 
prove,  the  world's  nucleail 
dustry  is  faced  with  stagl 
ing  problems  of  excess  caA 
ity,  capacity  created  to  hail 
the  bullish  atomic  power  pi 
pects  of  the  early  1970s  i| 
never  materialized." 


complying  with  stringent  new 
regulations. 

Even  if  business  should  improvj 
world's  nuclear  industry  is  faced  [ 
staggering  problems  of  excess  cap| 
capacity  created  to  handle  the  bj 
atomic  power  prospects  of  the 
1970s  that  never  materialized.  G' 
Westinghousc  each  can  produce  a| 
as  many  nuclear  plants  as  the  rest 
world's  manufacturers  combined.  ]| 
mid-1970s  they  together  could  pri 
four  times  as  many  high  techrl 
components  (such  as  turbine-genel 
and  reactor  pressure  vessels]  as  th>\ 
domestic  market  needed.  In  thQ| 
there  are  70  nuclear  stations  alrea| 
censed  to  operate  and  62  more  are 
construction,  roughly  half  the  worl| 
totals. 

The  great  expectations  of  the  nl 
industry's  early  days — revived  whtj 
oil  crisis  erupted — are  being  cruelT 
appointed  in  much  of  the  world.  l| 
not  to  say  that  the  world  may  nol 
mately  need  nuclear  energy  so  badll 
it  will  learn  to  overcome  or  live  wl 
unsolved  problems — such  as  wasij 
posal  and  weapons  proliferation, 
while,  the  developing  countries,! 
once  looked  to  nuclear  power  to[ 
many  of  their  problems,  are  being 
to  take  a  much  closer  look  at  the| 
tional  energy  sources.  ■ 
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Qive  the  gift  of  Capitalism 
this  Christmas:  ^5.95. 


Give  someone  you  like  a  Capital- 
sts  gift— the  new  book  by  magazine 
tMitor-in-Chief  Malcolm  Forbes: 
The  Sayings  of  Chairman  Malcolm'.' 

An  answer  to  Chairman  Mao's 
,itt!e  Red  Book,  this  volume  is  bound 
1  rich,  lucre-green,  simulated  vinyl. 

It's  a  collection  of  funny,  provoc- 
tive,  and  often  outrageously  punny 
ae-hners.  Quotable,  even  applicable, 
lints  of  14-karat  wisdom.  Over  a  half 
thousand  of  them— all  negotiable  at 
ay  soiree,  tete-a-tete  or  business 
incheon.  Presented  in  this  very  gift- 
vable  book  subtitled:  "The  Capital- 
t's  Handbook;' 

If  you're  one  of  the  1.7  million 
gular  readers  of  FORBES:  Capitalist 
)ol,  you're  familiar  with  the  "up 
ont"  feature  of  the  magazine  called 
i'^act  and  Comment"  which  includes 
'lese  inimitable  one-liners:  and  you 
ready  know  what  a  bright,  positive 
ft  is  offered  here.  If  not,  what  a 
eat  way  to  find  out. 

W-Tiy  not  give  anybody  on  your 
Tsonal  list  who  is  somebody  a  mil- 
maire's  gift  for  only  $5.95? 
Even  if  that  somebody  is  vou. 


Here's  what  they're  saying 
about  "The  Sayings  of 
Chairman  Malcolm":  i 

Ann  Landers,  Daily  News,  New  York 

"I  just  read  your  book,  and  it  was 

delicious.  I  ate  it!' 

Ken  Powers,  Sr.,  The  Nashville  Banner 

"WTiatever  you're  doing,  stop!  Pick 
up  the  telephone.  Now,  start  calling 
every  book  store  in  town  until  you 
find  one  that  has  a  copy  of  Chairman 
Malcolm's  Sayings.  How  have  we 
done  so  well  for  so  long  without  it?" 

"This  little  book  is  witty,  wise, 
serene,  sometimes  sober  and  at  other 
times  tipsy ;  but  always  gi-eat,  terrific, 
and  in  all  ways,  well  worth  its  price!' 
Barry  Gray,  Radio  Station  WMCA,  New  York 
"T've  read  it,  and  I  recommend  it  to 
you  unconditionally.  It  is  a  terrific 
book,  with  a  thousand  things  that 
you'll  want  to  repeat,  and  memorize. . !' 
John  Weisman,  Los  Angeles  Times 
"It  is  unlikely,  though  possible,  that 
students  at  the  Wharton  or  Harvard 
Business  Schools  will  wander  through 
the  quad  with  this  little  green  book 
open,  memorizing  Forbes'  capitalistic 
pearls.  On  the  other  hand  maybe  they 
should!' 


If  you  cannot  find 
"The  Sayings  of 
Chairman  Malcolm" 
at  your  nearest  Capi- 
talist book  store  (be- 
cause the  diligent  chaps 
have  already  sold  out),  then  use 
this  coupon  to  order  one  or  more  for 
yourself  or  others.  Send  $5.95  in 
check  or  money  order,  plus  50C  for 
postage  and  handhng  for  each  copy 
you  order  to  Harper  &  Row,  Mail 
Order  Dept.,  No.  1235 A,  10  East 
53rd  St.,  New  York,  N.Y.  10022. 
Please  add  applicable  sales  tax. 

Enclosed  is  my  check  or  money 

order  for  $  covering  

copies  of  "The  Sayings  of  Chair- 
man Malcolm!" 

Name 


Address 
City 


State 


Zip 
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Getting  richfeeding  American  television  viewers  a  diet  of  low-brow  madness. 


Clnick  Banis  Is  confirming  the  maxim  that  no 
one  e^'er  went  broke  underestimating  the  taste 
of  the  Americafi  public. 

The  king  of 
schlock 


By  John  Merwin 

Sixi  V  FIVE  YEAR-OLD Glenden  Scott, 
a  retired  Los  Angeles  butcher, 
made  his  first  venture  ever  into 
the  sttjck  market  last  December  when  he 
purchased  200  shares  of  Chuck  Barris 
Productions  At  just  over  $4  a  share,  the 
Barris  stock  was  scarcely  the  darling  of 
widows,  orphans  and  retirees.  But 
Scott's  timing  coivldn't  have  been  better. 
By  October  the  value  of  his  $860  invest- 
ment had  zoomed  to  nearly  $9,000.  After 
the  market's  recent  plummet  it  stands  at 
$6,7S0,  but  nevertheless,  Scott  is  happily 
riding  a  744%  gain. 

On  Thursday  evenings  Scott  can  turn 
on  his  television  at  7:30  and  see  four 
reasons  for  his  744%  paper  profit.  That's 
when  Chuck  Barris  Productions'  current 
game  shows,  The  Ikiliiig  Game.  The  iWeu-iy- 
nvd  (ktme.  The  $1  ')8  Beauty  Show  and  Tlx- 
Cofifj  Show  are  airing  on  four  different 
channels  in  the  Los  Angeles-San  Diego 
area.  In  hundreds  of  other  television  mar- 


116 


kets  across  America,  millions  of  viewers 
curl  up  with  half-hour  offerings  of  Barris' 
low-brow  humor.  High-brow  television 
critics  might  scorn  that  humor,  but 
schlock  sells  and  Barris  knows  it.  As  a 
result  Barris  Productions  is  one  of  the 
country's  largest  publicly  held  TV  game 
show  producers.  Earnings  for  fiscal  1978 
reached  $2  1  million  on  revenues  of 
$13.9  million,  compared  with  1977  net 
of  $712,000  on  revenues  of  $7.6  million. 
Barris'  own  stockholdings,  worth  $2.5 
million  last  December,  currently  have  a 
market  value  of  $17.6  million. 

Barris  concedes  that  his  shows  aren't 
likely  to  win  any  Emmies,  as  illustrated 
by  a  recent  installment  of  77.7c  Gong  Shoir, 
a  raucous,  almost  belligerent  spoof  of  the 
old  Original  Amateur  Hour 

Barris  greeted  his  panel  of  celebrity 
"talent  judges"  and  introduced  his  first 
contestant,  a  young  man  whose  act  con- 
sisted of  inane  storytelling,  frequently 
interrupted  by  his  incredibly  loud  belch- 
ing. After  30  seconds  the  audience  jeered 
loudly.   One   of   the   celebrity  judges 


whacked  a  large  gong,  ending  the  cl 
geous  act  without  ratings  from! 
ludges.  Barris  escorted  the  young  ml 
the  stage,  then  introduced  his  ncxtj 
testant,  a  genuinely  talented  singerl 

The  secret  ingredient  in  such  a  il 
of  course,  is  contestant  selection.  Fif 
Gong  Shou  alone  Barris  producers] 
auditioned  24,000  acts  during  thi 
three  years,  of  which  only  a  few 
sand  actually  made  it  onto  the 
Barris  producers  spend  four  days  a  i 
culling  the  acts,  with  Barris  hil 
making  the  final  selections  Mo:| 
rejected    because    Barris  thinks 
aren't  entertaining  enough,  thougll 
ers  are  axed  because  they  are  too  v  f 

In  addition  Barris  Production 
been  aided  by  the  Federal  Comml 
tions  Commission's  1971  prime-till 
cess  rule,  which  gave  time  back  tcf 
stations  so  they  could  do  their  owl 
gramming.  The  FCC  had  hopel 
something  better  than  what  thtl 
works  were  serving  kiddies  and  gl 
ups  after  supper.  What  they  got  iiI 
from  Barris'  Gong  Show  recently,  ii;| 
tion  to  the  belching  storyteller, 
middle-aged  lady  with  grotesquell 
ded  breasts  gyrating  with  a  hula  h>\ 

Barns'  recent  financial  success 
from  the  solid  market  penetrationl 
two  leading  game  shows,  We  G(j?iJ 
and  We  Newlywed  Game  Both  ar| 
vised  throughout  more  than  80% 
country  and  command  very  high 
cation  fees. 

Barris  is  also  sitting  on  a  gold  mil 
library  of  recorded  game  shows.  ^| 
them  were  originally  taped  for  ^l 
ABC,  which  picked  up  productioni 
After  the  networks  were  througll 
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WE  TACKLED  ATOUGH  ONE  IN  GABON. 


Much  of  the  economy  of  this  West 
African  country  is  tied  up  in  its  min- 
eral and  timber  products.  The  prob- 
lem was  getting  these  products  out  of 
remote,  back-country  regions  and 
exporting  them  -fast!  To  do  so  meant 
building  two  new  bridges  over  the 
Bakoueand  Coma  Rivers,  plus 
extending  airport  runways  to  accom- 
modate today's  jumbo  jets. 

Gabon  needed  some  $20  million. 
So  our  international  people  got  moving 
on  the  problem -fast!  Soon  the  Bank 
of  Boston  was  acting  as  agent  bank  for 


the  whole  deal,  analyzing  the  projects, 
and  putting  a  complete  financial  pack- 
age together  with  other  banks.  Result: 
new  productivity  and  prosperity  for  an 
emerging  nation  in  need  of  help. 

We're  the  bank  that  specializes 
in  this  kind  of  swift,  creative  decision- 
making. Tough,  international  financ- 
ing problems  are  hght  down  our  alley, 
and  we've  got  10,000  people  around 
the  world  to  tackle  them. 

Bank  of  Boston  is  one  of  the 
leading  banks  in  the  world  with  strong 
facilities  in  40  countries  (and  more 


than  $2  billion  currently  committed 
to  overseas  lending).  And  in  the  U.S. 
we  have  full-service  facilities 
(Bank  of  Boston  International)  in 
New  York,  Los  Angeles,  and  Miami, 
as  well  as  our  headquarters  staff  in 
Boston  who  specialize  in  financing, 
factoring,  leasing,  foreign  exchange, 
and  all  related  services. 

Where  in  the  world  can  we 
tackle  the  next  tough  project  for  your 
company? 


BANK  OF 
BOSTON 


THE  FIRST  NATIONAL  BANK  OF  BOSTON 


WE  TACKLE  THE  TOUGH  ONES. 


(HEADQUARTERS:  100  FEDERAL  STREET,  BOSTON,  MASS.  OTHER  U.S.  FACILITIES  IN  NEW  YORK,  HfllAMI,  LOS  ANGELES.  OVERSEAS  FACILITIES  IN  ARGENTINA:  AVELLANEDA,  BUENOS 
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'In  a  very  few  years, 
a  computer  with  the 
capabilities  of  an  IBM  3031 
will  fit  in  the  palm  of  my  hand." 


Pierre  Lamond 
Technical  Director 


"National  Semiconductor  has  been  a 
force  in  semiconductor  technology 
almost  as  long  as  there's  been  a  tech- 
nology. For  the  past  decade,  we've 
worked  at  fitting  as  many  functions  on 
a  chip  of  silicon  as  possible—  a  practice 
that's  helped  computer  costs  drop  to 
1/lOOth  of  what  they  were  just  10 
years  ago. 

Right  now,  the  degree  of  sophisti- 
cation is  remarkable.  From  individual 
transistors,  we've  progressed  to  the 
point  where  we  now  turn  out  total 
systems  on  a  chip.  By  1985,  a  computer 
roughly  equivalent  to  an  IBM  3031 
mainframe  could  fit  on  a  single  one- 
quarter-inch  square  chip. 

It  is  this  kind  of  technological 
leap  that's  led  National  to  enter  the 
computer  systems  market.  We  figure 


that  as  long  as  were  generating  system 
level  technology,  it  makes  sense  to 
produce  full  computer  systems  as  well. 

Driven  hy  user  needs. 

Before  ever  introducing  a  computer 
product.  National  wants  to  be  certain 
of  one  thing— that  it  serves  its  intend- 
ed customer  One  way  of  guaranteeing 
this  is  to  make  sure  the  product  answers 
as  many  user  problems  as  possible. 
And  since  we're  not  hooked  into  obso- 
lescent methodologies  or  designs, 
we  can  do  that  very  well. 

An  example  is  our  new  Starplex^'^ 
computer  —  a  table-top,  modular 
well- integrated  de\'elopment 
system  with  all  the  capabilities  of  a 
computer  that  would  have  filled  a 
room  ten  years  ago.  Many  formerly 


complex  programming  rituals  now 
take  mere  keystrokes. 

System/400  is  another  case  in 
point.  It  gives  users  the  very  real  ad- 
vantage of  being  able  to  run  existing 
industry  standard  370  software  on  a 


minicomputer  So  mainframe  comput- 
ing po^^^er  is  possible  at  a  fraction  of 
the  cost. 

And  not  only  do  we  build  add-c:)n 


formance,  reliability  and  price  they 
won't  find  anywhere  else. 

None  of  our  computer  products 
would  have  been  possible  without 
breakthroughs  like  sophisticated  bit- 
slice  microprocessing;  low-cost, 
volume-produced  memory  and  logic; 
and  the  large-scale  use  of  microcode  — 
three  examples  of  the  semiconductor 
technology  thafs  rapidly  blurring  the 
dividing  line  between  chips  and 
systems. 

This  technology  makes  it  natural 
for  a  chip'  company  like  National  to 
move  forward  and  integrate  into 
boards,  microcomputers,  minis  and 
large-scale  systems.  And  provide  ever- 
increasing  user  benefits  by  doing  so. 

Neil'  wave  technology. 

We've  been  doing  a  lot  of  talking 
lately  about  a  new  wave  computer 
technology  Actually  this  is  simply  the 
latest  manifestation  of  National  placing 
more  and  more  functions  in  less  and 
less  space.  The  ultimate  result  is  that 
we  can  offer  users  complete  systems 
for  less  money  than  many  traditional 
computer  companies  —  a  fact  that 
should  make  the  next  decade  a  period 
of  substantial  growth  and  profitability. 

If  there's  more  I  can  tell  you  about 
National  Semiconductor,  and  the 


memory  systems,  m  many  cases  we 
build  the  IBM-equivalent  mainframes    directions  we'll  be  taking  in  the  next 
to  which  they  attach.  This  means  we      ten  years,  I'd  be  glad  to  fill  you  in. 


can  design  even  the  most  minute 
components  to  carry  out  incredibly 
specific  tasks  in  highly-integrated 
systems  of  our  own  making.  As  a 
result,  customers  get  degrees  of  per- 


Write  me  personally:  Pierre  Lamond, 
Technical  Director,  National  Semicon- 
ductor Corporation,  Drawer  21,  2900 
Semiconductor  Drive,  Santa  Clara, 
California  95051." 

Computer  Products  Group 

^  National  Semiconductor  Corporation 


Hyatt.  But  wait  'til  you  see 
our  Ice  Cream  Machine 


800-228-9000  Gets  you  Hyatt.  Woridwide.Toll  Free. 

or  call  your  travel  agent.  Ask  for  Hyatt  Hotels  Worldwide  Directory. 


1,  Barris  simply  turned  around  and 
the  same  game  shows  to  indepen- 
stations.  With  no  new  production 
5  on  these  old  shows,  much  of  the 
ication  income  is  pure  gravy. 
1977,  for  instance,  NBC  paid  Barris 
uctions  $1.6  million  for  a  season  of 
cday  half-hour  Gong  Shows  for  net- 
:  showing.  After  production  costs 
royalties,  pretax  profits  were  only 
,800.  This  season  Barris  gets  into 
noney.  Following  their  network  run, 
>  syndicating  these  same  shows  to 
aendent    stations:    Projected  rev- 
s  are  $4  million,  and  Barris  hopes  to 
about  $1.6  million  pretax, 
le  driving  force  behind  all  this  mad- 
is  Barris  himself,  a  trim  49-year-old 
off  the  set,  is  usually  clad  in  neatly 
;ed  jeans  and  an  open-collar  shirt, 
speration  occupies  two  floors,  with 
security,  of  a  Hollywood  office 
ling  on  Sunset  Boulevard, 
rris  is  a  Philadelphia  native  and  a 
industrial  management  graduate  of 
el  Institute  of  Technology.  During 
ate  Fifties  and  early  Sixties  Barris 
ced  through  several  jobs  as  an  NBC 
York  trainee,  a  TelePrompTer  sales- 
(he  didn't  sell  any)  and  later  as 
s  West  Coast  director  of  daytime 
amming,  a  "puppet  job,"  he  says, 
uit  ABC,  then  turned  around  and 
he  successful  Dating  Game  show  to 
etwork.  After  rejecting  several  of- 
>  be  acquired,  Barris  took  his  com- 
public  at  $9  per  share  in  1968,  a 
,when  almost  anyone  could  take  al- 
anything  public.  During  most  of 
ast  ten  years  his  stock  has  lan- 
;d  below  $5  a  share, 
ng  the  way  Barris  wrote  a  "novel," 
ly  a  thinly  veiled  autobiography, 
:d  ]  'ou  and  Me,  Babe,  which,  thanks 
t  of  costly  promotion,  sold  750,000 
I  )ack  copies.  He  also  penned  the 
■  and  music  to  a  Sixties  rock  hit, 
adcs  Park,"  which  sold  1.2  million 
netting  him  more  than  $20,000 — 
>t  commercial  success. 
•  from  the  buffoon  he  plays  as  host 
ong  Shoiv,  Barris  has  become  a 
,  private  man,  obviously  ill  at 
.  hen  answering  personal  questions. 

talked  to  Forbes  only  because 
:  exposure  might  help  my  com- 
^  )  How  does  he  reconcile  his  low- 
lublic  clowning  with  his  private 
<  nee  for  reading,  live  theater  and 
J  evenings  at  home?  "The  game 
are  means  to  an  end.  I'm  doing 
have  to  do  to  enable  me  to  com- 


t'''y  pursue  my  private  interests." 
lough  Barris  Productions  is  robust 
I  la  change  in  the  public's  viewing 
)r  the  absence  of  Barris  himself 
K)se  some  serious  problems  for  a 
)  ly  whose  stock  is  no  longer  un- 
i  1  ed.  If  the  number  of  stations  air- 
•  jrris'  present  game  shows  drops 
'  ably,  so  too  will  the  company's 


revenues,  particularly  if  fresh  Barris  pro- 
grams fail  to  replace  the  old  game  shows. 

The  worst  thing  that  could  happen  to 
Barris  Productions  would  be  something 
awful  befalling  its  founder— being  done 
in,  say,  by  a  contestant  on  T/je  Gong  Shoir 
who  gets  his  hands  on  a  mallet  and  runs 
amok.  Although  the  company  is  no  long- 
er as  dependent  upon  him  as  it  once  was, 
Barris'  death  would  cause  serious  control 
problems.  Currently  the  company  owns 
life  insurance  policies  on  Barris  totaling 
$600,000,  which  one  year  ago  could  have 
retired  enough  of  Barris'  personal  stock 
to  avoid  a  forced  sellout  because  of  estate 
taxes.  But  that  was  when  Barris'  stock 
was  worth  a  mere  $2.5  million.  Now  that 
the  stock  is  worth  $17.6  million,  the 
company's  board  of  directors  must  find  a 
new  solution. 

For  the  first  time  in  the  company's 
brief  history,   Barris   Productions  has 


some  expansion  alternatives.  Today  it  is 
able,  through  cash  or  stock,  to  buy  other 
firms  that  might  help  stabilize  eamings  if 
the  game  show  field  turns  sour.  "We 
might  buy  a  music  publishing  concern,  a 
television-commercial  house  or  some- 
thing like  that,"  Barris  says.  "Also,  we 
can  fund  some  ideas  we  couldn't  have 
sponsored  a  few  years  ago." 

Meanwhile  Barris  will  continue  as  the 
television  king  of  low  comedy,  offending 
his  critics  and  perhaps  at  times  even 
himself.  To  spoof  Barris  as  Barris  might 
himself,  one  could  put  it  this  way:  Chuck 
Barris  has  some  good  news  and  some  bad 
news.  The  good  news  is  his  stock  has 
skyrocketed,  earnings  have  risen  2,500% 
in  the  last  four  years,  and  this  year  Barris 
personally  has  made  $363,000  as  corpo- 
rate board  chairman  and  as  host  of  T/je 
Gong  Show.  The  bad  news?  He  did  it  on 
your  television  set.  ■ 


Barris  doing  a  solo  turn 

Down  deep,  it  turns  out,  a  rather  private  person. 


t  iOVEMBER  27,  1978 
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A  good  head  for  business  is  not  enough  at  the 
biggest  home  building  company;  you  also 
need  a  good  head  for  power  politics. 

Machiavelli, 
Meet  U.S.  Home 


By  Harold  Seneker 


ROBERT  H.  WiNNERMAN  has  gotten 
two  things  from  creating  building 
giant  U.S.  Home  Corp.  in  the  late 
1960s:  a  nice  chunk  of  money,  and  a 
certain  sense  of  vindication.  That's  about 
it.  The  money,  about  $5  million,  came 
fairly  early,  in  1973  when  he  sold  out  well 
above  the  current  $8  jAiarket  price;  the 
sense  of  vindication  had  to  Wait  until  the 
last  year  and  a  half  or  so,  because  Winner- 
man  has  long  since  depdrted  from  the 
company  he  founded.  His  twin  conso- 
lations are  1 )  U.S.  Home  is  well  on  its  way 
to  becoming  a  $1  billion  business  and,  2) 
the  man  who  made  it  necessary  for  him  to 
leave  was  forced  to  walk  the  gangplank 
himself  a  few  years  later. 


"The  cutrent  chief  executive,"  Win- 
nerman  observes,  "has  said  he  is  going  to 
follow  my  original  development  plan  for 
the  company  almost  to  the  letter.  And  it 
looks  like  that's  pretty  much  what  he's 
doing."  Winnerman  created,  on  paper,  a 
step-by-step  agenda,  in  almost  compul- 
sive detail,  for  putting  together  from 
scratch  a  billion-dollar,  integrated,  na- 
tionwide home  building  company. 

This  was  not  an  uncommon  ambition 
in  the  late  1960s;  several  larger  home 
builders  were  taking  advantage  of  easy 
money  to  "go  national."  But  Winner- 
man's  conception,  which  he  worked  out 
in  detail  from  1966  to  1969,  was  one  of 
only  two — the  other  is  Centex  Corp. 
(Forbes,  Feb.  6) — to  make  it  on  more 
than  a  regional  scale.  This  year,  with 
over  1 1,300  units  started  and  estimated 


V.S  Home  fouiuler  ami fonner  c/Mtiriiinii  Koheri  H  \X  iinicniuiii 

The  best-laid  plans  of  mice  and  men  can  lead  to  some  strange  surprises. 


revenues  of  $650  million  or  more,  it 
be,  again,  the  largest  home  builder  ii 
U.S.,  with  Centex  approximately  1 
units  behind.  Profits  should  reach  a 
ceed  $25  million. 

Unfortunately,  Winnerman  made 
sic  mistake  in  human  relations:  H 
ranged  a  major  merger  without  fi 
establishing  who  would  be  the  bo 
the  merged  outfit.  It  was  a  good  m 
but  Winnerman's  downfall. 

In  1969  he  combined  his  smallist 
cal  1968  sales:  $7.8  milUon)  New 
home  building  company  with  a  Fl 
builder,  Charles  Rutcnberg,  and  spl 
executive  workload  with  him.  W 
man  set  himself  up  in  New 
Rockefeller  Center  as  chairman  to 
on  planning,   corporate  finance 
Street  and  acquisitions.  Rutenberg 
ing  in  Clearwater,  Fla.,  became 
dent,  shared  the  acquisition  \ 
and  concentrated  on  operations. 

At  first,  the  long-distance  coll 
tion  worked  beautifully.  Nearly  20 
sitions  of  relatively  significant  buii 
mostly  for  stock,  put  annual  revent 
to  nearly  $300  million  by  early  197 
unheard-of    height    in    this  bus 
where  the  average  builder  is  a  sma 
entrepreneur  putting  up  eight 
houses   a   year   and  grossing 
$500,000.  Operations  spread  int 
widely  scattered  states  and  the  D 
of  Columbia.  Profits  mushroomec 
peak  of  $15.9  million,  or  $1.58  a 
(before  a  writeoff),  from  the  $1.4  rr 
of  fiscal  1969,  ended  February. 

Winnerman  explains  the  rudime 
his  concept:  "In  this  business,  yoi 
to  preserve  your  entrepreneurial  ta 
the  local  level.  We  wanted  to  ke 
builders  and  give  them  almost  cor 
autonomy  because  thorough,  ini 
knowledge  of  local  markets  and  fas 
tion  to  local  change  are  essential 
you  give  them  is  partly  econorr 
scale  and  advice  where  they  need 
mostly  you  give  them  access  to  ne 
ital,  as  part  of  a  giant  company,  on 
they  couldn't  possibly  get  on  thei 
You  also  provide  the  financial  abil 
bank  land  against  future  need." 

But  after  a  few  years  of  fast 
things  began  to  go  less  smoothl 
partners  disagreed  on  policy.  Say 
nerman:  "I  wanted  to  use  ins 
companies  and  the  like  to  'park' 
.agreeing  to  buy  it  back  from  tb 
needed  at  a  price — or  barring  that, 
with  long-term  capital.  He  [Rute 
was  using  bank  debt  to  buy  land, 
that  was  unpardonable.  And  I  thi 
Chicago  disaster  [the  acquisition 
Building  Corp.  in  October,  1972]  \ 
final  straw." 

The  upshot  was  that  Rutenberg 
out  Winnerman  in  April  1973.  On' 
acquired  builders,  Guy  R.  Odom 
as,  also  left  in  1973.  "Odom  thou 
spent  too  much  time  persuading 
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Technology  and  overregulation: 

Or,  whj^  our  standard 
of  living  might  not  get  better. 


Determining  exactly  how  much  govern- 
ment should  regulate  American  life  and 
industry  is  an  extremely  difficult  prob- 
lem. In  our  past,  government  interven- 
tion was  spawned  by  serious  and 
genuine  desires  to  protect  the  public 
good  against  threatened  erosion  of  the 
quality  of  American  life.  Regulation, 
then,  was  intended  to  improve  our  stan- 
dard of  life  by  intelligent  control. 

Today  the  pendulum  of  regulation 
has  swung  too  far.  The  results  of  over- 
regulation  have  become  as  much  a 
threat  to  the  public  good  as  the  original 
evils  they  were  intended  to  exorcise. 

Overregulation  now  punishes  the  public 
more  than  it  protects. 

Today,  87  government  agencies  have 
been  created  to  regulate  some  aspect  of 
business.  They  regulate  product  safety, 
food  and  package  labels,  and  advertis- 
ing. They  establish  hiring,  firing,  and 
working  conditions.  They  control  the 
environment,  speed  limits,  and  commu- 
nity relations. 

As  the  noose  of  overregulation  tight- 
ens, it  threatens  to  strangle  creativity 
ind  invention— and,  therefore,  produc- 
ivity  and  increased  employment.  To 
liscourage  risk  and  investment  in  capi- 
.al  expansion.  To  discourage  increasing 
nvestment  in  research  and  development. 
To  erode  our  standard  of  living.  And, 
iltimately,  to  stifle  progress. 

government  overregulation  doesn't 
lampen  inflation.  It  fuels  it. 

)uring  this  fiscal  year,  Professor  Mur- 
ay  Weidenbaum  of  Washington  Uni- 
ersity  estimates  that  compliance  with 
ideral  regulations  will  cost  nearly  $103 
iliion,  20%  of  the  entire  federal  bud- 
et.  Or  about  $440  for  every  U.S.  citizen. 

Put  another  way,  current  regulations 
icrease  the  price  of  a  new  house  by 
1500  to  $2500  and  the  price  of  an 
^erage  new  car  by  $666. 

Professor  Weidenbaum  points  out 
lat  business  must  invest  about  $10  bil- 
3n  in  new  capital  spending  merely  to 

eet  government  regulations  each  year. 

is  expensive,  time-consuming,  and 
asteful  to  do  business  in  America 
day. 

verregulation  reduces  the  amount  of 
ipital  and  resources  available  for  the 


development  and  extension  of  new  tech- 
nologies and  higher  productivity. 

But  there  is  a  more  subtle  effect.  Since 
regulations  tend  to  be  so  complex,  com- 
prehensive, and  contradictory,  mean- 
ingful technological  development  isn't 
likely  to  happen.  Companies  are  so  con- 
fused and  so  uncertain  whether  or  not 
a  new  process  or  technology  will  meet 
existing  or  future  regulations  that  they 
prefer  to  wait  for  an  age  of  clarity  and 
rely  on  more  primitive,  more  proven 
technologies  that  simply  maintain  the 
status  quo. 

We  must  solve  our  problems— not  reg- 
ulate them  into  more  serious  problems. 

Economic  freedom— the  free  enterprise 
system— is  still  a  far  more  effective  arbi- 
ter of  constituency  needs  than  the  tan- 
gled bureaucratic  maze  on  the  banks  of 
the  Potomac.  Our  competitive  economic 
system— if  allowed  to  work- will  work. 
But  it  must  be  given  the  opportunity. 

We  do  not  suggest  doing  away  with 
all  regulation.  Only  those  regulations 
and  agencies  that  are  conflicting,  unnec- 
essary, and  counterproductive.  And  the 
regulators  who  sanctimoniously  believe 
that  they,  and  they  alone,  are  the  last, 
best  hope  of  the  public  welfare. 

Unless  the  regulatory  house  is  thor- 
oughly cleaned,  the  public  may  become 
so  contemptuous  of  "Big  Brother"  gov- 
ernment that  the  regulatory  process  will 
cease  to  be  efl'ective. 


Fortunately,  attitudes  are  changing. 
Both  business  and  Congress  are  begin- 
ning to  do  something  about  overregula- 
tion. But  there  is  a  good  deal  more  to 
be  done. 

1.  We  must  eliminate  conflicts  with- 
in the  regulatory  process  itself. 

2.  We  need  to  eliminate  overlapping 
regulatory  jurisdiction. 

3.  We  need  to  stop  trying  to  regulate 
everything  in  existence  and  con- 
centrate on  those  abuses  that 
threaten  the  public  good— realis- 
tically. 

4.  We  need  to  determine  the  cost- 
beneflt  effectiveness  of  the  regula- 
tory process. 

5.  We  need  to  place  "checks  and  bal- 
ances" on  the  regulators  them- 
selves. 

But  before  we  do  so,  we  must  under- 
stand that  tinkering  is  not  the  answer. 
We  cannot  look  at  only  the  worst  regu- 
lations on  a  piecemeal  basis.  We  cannot 
try  to  regulate  the  regulators.  The  prob- 
lem is  the  system  and  the  process.  And 
that  is  where  we  all  should  begin. 

Business,  too,  must  play  a  constructive 
role. 

Business  must  take  the  initiative  and 
help  define  the  difference  between  regu- 
lation that  is  necessary  and  overregula- 
tion. Business  must  also  better  regulate 
itself,  removing  the  opportunities  and 
need  for  government  intervention  and 
regulation.  It  is  not  too  late  to  undo 
the  damage  that  overregulation  has 
wrought.  For  America's  businessmen 
have  the  courage,  creativity,  knowledge, 
and  ability  to  balance  the  scales. 

It  really  is  not  an  option.  Some- 
thing that  Thoreau  wrote  in  1848  now 
seems  alarmingly  prophetic:  "If  we  are 
left  solely  to  the  wordy  wit  of  legislators 
in  Congress  for  our  guidance,  uncor- 
rected by  the  reasonable  experience  and 
reasonable  complaints  of  its  people, 
America  will  not  long  retain  her  rank 
among  nations."  What  we  need  now  is 
a  unified  voice  of  resistance,  coupled 
with  a  sincere  commitment  to  techno- 
logical progress.  And  a  better  standard 
of  living  in  the  future. 

Science  and  technology  can  solve  many 
problems.  If  they  don't,  what  else  will? 


ould  is  an  electrical  and  industrial  products  company  committed  to 
owth  through  technology.  This  message  is  a  condensation  of  a  16-page 
hite  Paper,  "Technology  and  Overregulation."  For  the  complete  text, 
rite  Gould  Inc. , Dept.  F10-11 , 10  Gould  Center,  Rolling  Meadows,  IL  60008. 
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Former  chairman  Charles  Ruteriberg 
Seat  of  honor  at  the  Last  Supper. 

at  meetings  in  a  central  location  instead 
of  simply  directing  them,"  Winnerman 
recalls.  "I  don't  think  he  appreciated  that 
these  were  all  very  individualistic  entre- 
preneurs who  were  not  used  to  corporate 
controls.  We  had  to  introduce  that  to 
them  very  gradually,  or  else  lose  some  of 
our  best  people." 

Now  undeveloped  land  and  bank  debt 
both  swelled  as  a  percentage  of  assets. 
When  the  credit  crunch,  recession  and 
housing  collapse  hit  in  1974,  the  "cheap" 
bank  debt,  priced  at  one  point  above  the 
prime  rate  (which  hit  12%)  began  to 
prove  expensive,  and  the  land  virtually 
impossible  to  unload.  Rutenberg's  3H  ac- 
quisition proved  to  hold  serious,  hidden 
operating  losses.  In  addition,  the  com- 
pany's condominium  operation  went 
sour.  The  stock,  once  as  high  as  39,  sank 
as  low  as  2. 

But  the  company  survived  the  debacle, 
and  the  next  year  Rutenberg  found  his 
fiew  chief  executive,  one  Ben  F.  Harri- 
son, who  was  head  of  Jim  Walter  Corp.'s 
U.S.  Pipe  &  Foundry  division  and  who 
had  been  passed  over  for  the  top  job  at 
Jim  Walter.  The  idea  was  that  Harrison 
would  help  diversify  U.S.  Home  away 
from  the  very  cycHcal  home  building  in- 
dustry. He  also  introduced — or  tried  to 
introduce — tighter  financial  and  man- 
agement controls. 

Within  a  year,  Harrison  was  out.  Says 
Rutenberg:  "Harrison  had  coal  experien- 
ce. ..  .  We  took  an  option  on  a  coal  com- 
pany in  which  Harrison  was  personally 
involved.  It  made  arms-length  dealing 
difficult.  .  .  .  Then  we  moved  away  from 
diversification  altogether." 

However,  U.S.  Home  was  slowly  com- 
ing back.  Bank  debt  was  reduced,  and, 
after  red  ink  in  1974,  U.S.  Home  got 
back  into  the  black  and  stayed  there. 


But  Rutenberg  was  not  long  to  enjoy 
the  turnaround.  Guy  Odom,  after  leaving 
in  1973,  had  founded  a  new  company 
called  Homecraft  Corp.  and  built  it  up 
startlingly  from  nothing  into  a  $.S5  mil- 
lion business  within  a  mere  three  years. 
Would  Odom  come  back  as  CEO,  Ruten- 
berg rashly  asked.  Odom  was  agreeable 
to  being  merged  in  again. 

Rutenberg  proudly  brought  his  new 
chief  executive  to  New  York  in  April 
1977  to  meet  the  Wall  Street  analysts 
and  the  press.  Odom's  reputation  made 
him  out  to  be  a  man  of  few  words  and 
iron  discipline.  Odom  told  one  reporter 
that  he  planned  no  changes  in  policy  or 
personnel.  But  then  he  suddenly  winked 
confidentially  and  added,  "You  should 
check  back  with  me  in  about  90  days. 
You  might  be  surprised." 

Philip  L.  Lowe,  then  an  outside  direc- 
tor, recalls  that  in  June,  less  than  90  days 
later,  Rutenberg,  several  other  members 
of  the  board  and  Odom  held  a  convivial 
business  dinner  at  Rutenberg's  home  in 
Redington  Beach,  Fla.  It  was  the  night 
before  the  annual  meeting. 

"I  subsequently  dubbed  that  the  Last 
Supper,"  says  Lowe.  "The  next  morning, 
at  the  annual  meeting,  Rutenberg  got  up 
and  said  nice  things  about  Odom,  and 
Odom  got  up  and  said  nice  things  about 
Rutenberg.  Then,  we  convened  a  board 
meeting  and  when  the  item  to  reappoint 
Odom  CEO  came  up,  Frederick  E.  Fisher, 
Rutenberg's  senior  vice  president  and 
treasurer,  made  a  motion  to  amend  it 
and  name  Odom  chairman  as  well." 

Suddenly,  Rutenberg  was  being  de- 
posed, and  this  was  his  first  notice.  Only 
he  and  three  of  the  five  outside  directors 
voted  against  the  amendment;  all  five 
other  insiders  were  for  it.  The  minority 
directors  were  then  smoothly  and  effi- 
ciently removed  from  all  the  various  di- 
rectors' committees — audit,  finance, 
etc. — by  the  same  margin.  "I  made  a 
man's-inhumanity-to-man  speech,"  says 
Lowe.  "After  all  Rutenberg  helped  found 
the  company.  .  .  .  There  are  nicer  ways 
to  do  things." 

What  brought  Rutenberg  down?  Per- 
haps chiefly  that  the  stock  was  still  hov- 
ering around  7,  its  "recovery"  price,  and 
most  of  the  former  entrepreneurs  who 
joined  the  company  had  accepted  stock 
at  twice  to  four  times  that  level. 

So  now  Rutenberg,  54,  is  designing  an 
industrial  park,  a  shopping  center  and 
other  Florida  properties  to  provide  in- 
come and  tax  shelter  for  his  own  portfo- 
lio, and  watching  the  progress  of  his 
671,000  shares  of  U.S.  Home  (currently 
about  S8).  Winnerman,  the  creator,  has 
lately  come  out  of  semiretirement  and  is 
looking  for  venture  capital  to  develop 
townhouses  and  miniwarehouses  in  New 
Jersey;  with  Odom  in,  he  has  started 
buying  U.S.  Home  shares  again. 

And  Odom,  only  47,  is  sitting  pretty. 
The  company's  results  have  soared  in  the 


chairman  and  CEO  Guy  K  Odom 
Keeping  his  back  to  the  watt. 

housing  boom  of  the  last  couple  of  >| 
This  year's  revenues  will  be  up  50%| 
1977  and  earnings  should  net  $25  [ 
lion,  up  at  least  67%.  Odom  expecl 
approach  Winncrman's  long  desircF 
lion-dollar  mark  by  1982,  and  all  ll 
expect  him  to  weather  handily  th«| 
test  of  his  management:  the  ho[ 
downturn  widely  expected  for  next  I 
Odom  is  courting  Wall  Street  ardj 
these  days,  has  reorganized  the  corri 
substantially  (nearly  a  third  of  the  rel 
al  heads  under  Rutenberg  are  gonel 
begun  expanding  into  new  marketsi 
tering  California  is  the  next  high  pri 
for  him — and  is  looking  around  for  s\ 
sitions.  Certainly,  he  has  plenty  of 
vation;  besides  pride,  he  owns  74| 
shares  of  U.S.  Home. 

The  new  maximum  leader  q| 
GM's  architect,  Alfred  P.  Sloan,  a  lol 
promotes  the  classical,  1920s,  Sloail 
of  decentralized-management-witil 
tralized-controls  and  direct  intemall 
petition.  He  also  pays  his  key  execil 
very  well;  in  some  cases,  with  profil 
incentives,  they  earn  more  than  Oi| 
$225,000  annual  base  salary. 

And  he  is  especially  intent  on  ejij 
ing  a  formalized  program  of  inil 
management  development  at  U.S. 
that  he  has  long  been  perfectingl 
many  aspiring  participants  flockinl 
Odom's  pet  program— it  is  all  sf 
voluntary,  you  understand — attel 
two-year  course  of  evening  and  SatI 
classes  studying  a  list  of  40  bookl 
include  such  titles  as  Maiiagement.  l 
Practices,  by  Peter  F.  Drucker;  The\ 
of  Selfistmess,  by  Ayn  Rand;  ancl 
Against  Himself,  by  Karl  Menningerl 

And  oh  yes,  there  is  one  that  is  vi| 
of  special  note: 

The  Prince,  by  Niccolo  Machiaval 
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FORBES,  NOVEMBEHl 


America  has  enough  coal 

to  last  for  the  next 
several  hundred  years. 


||ong  before  the  coal  is  gone, 

bur  scientists  will  have  developed 
ither  sources  of  energy,  such  as 
eothermal  or  fusion.  One  or  more 

:  f  the  developing  technologies 

;  lay  be  part  of  the  ultimate  solution 

'  )  our  energy  problem. 

ut  in  the  meantime,  we  must  use 
hat  we  have— coal  and  nuclear 
lergy.  Natural  gas  is  expected  to 
9come  too  scarce  to  depend  on 

11'  meet  new  energy  requirements. 

1  11  makes  us  too  dependent 

.|  1  foreign  sources. 


A  small  amount  of  nuclear  fuel 

can  generate  a  large  amount  of 
electricity,  and  the  breeder  reactor 
actually  produces  more  fuel  than 
it  consumes.  Coal  is  plentiful- 
America's  known  supply  should  be 
enough  for  centuries.  That  will 
give  our  scientists  enough  time  to 
develop  other  energy  sources. 

Meanwhile,  Middle  South  Utilities 

plans  to  have  10  coal-fired 
generating  units  by  1990,  and 
we  have  our  region's  first 
nuclear-fueled  generating  unit 
in  operation,  a  second  approaching 
commercial  operation,  and  three 
more  under  construction. 


At  Middle  South  Utilities,  we're 
making  energy  that  makes  sense. 

MIDDLE 
SOUTH  m 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company  \ 
New  Orleans  Public  Service  Inc. 


I 


The  M/V  James  R.  Barker,  fleet  flagship  of  the 
Pickancis  Mather  subsidiary  of  Moore  McCor- 
rriack  Resources,  is  longer  than  three  football 
-  fields  and  can  carry  59,000  long  tons  of  iron  ore 
pellets.  Driven  by  two  16-cylinder  Colt-Pielstick 
diesels  from  our  Fairbanks  Morse  Engine 
Division,  thisGreatLakesbulkfreightercruises 
at  15  mph.  Ourdiesels  also  provide  power  in  elec- 
trie  generating  pilants,  in  nuclear  submarines, 


and  on  offshore  drilling  rigs.  Along  with  such 
other  well-known  Colt  Industries  products  as  :  , 
Crucible  specialty  steels,  Garlock  industrial  ' 
seals  and  components,  Menasco  landing  gear, 
and  Holley  carburetors,  FairbanksMorse  diesels 
help  make  us  a  leading  supplier  to  the  indus- 
trial sector  of  the  U.S.  economy.  For  our  latest 
financial  reports,  write  Colt  Industries  Inc, 
Dept.  C.  430  Park  Aye..  New  York,  N.Y.  10022.    . , 


. .  Congratulations  to  your  staff 
and  readers  as  TRUSTS  &  ESTATES 
celebrates  its  75th  anniversary. 
May  you  continue  to  serve  the  public 
in  the  finest  journalistic  tradition." 

Jimmy  Carter, 
President  of  the  United  States 

We  cordialh  invite  Mm 
to  partieipate  in  the 
75th  Anniversary  Issue  of 

TRUSTS/ESmTES 
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Inversions 
— and  we 
lon*t  mean 
he  weather 


Statistical  Spotlight 


^E()RV  it  should  cost  a  higher  interest 
to  borrow  money  for  long  periods  of 
:  than  for  shorter  periods — and  it 
lly  does.  After  all,  the  long-term 
er  must  wait  longer  to  get  his  money 
and  so  he  is  entitled  to  a  premium 
he  added  risk.  Prior  to  1966,  short- 
rates  seldom  got  higher  than  long- 
;  the  rest  of  the  time  the  yield  curve 
zhart)  showed  its  usual  shape.  But 
;  1966,  with  inflation  strong  and 
Etary  policy  the  chief  weapon  used 
j/ing  to  contain  it,  short-term  inter- 
lates  have  gotten  above  long-term 
on  four  separate  occasions — the  lat- 
his year  In  technical  terms  this  is 
/n  as  an  inverted  yield  curve.  It  hap- 
because  the  monetary  authorities 
■  their  pressure  on  short-term  rather 
on  long-term  credit, 
ly  this  month  you  could  get  as  high 
.85%  on  three-month  certificates  of 
iit,  but  if  -you  wanted  to  go  long- 
the  best  you  could  get  was  around 
'  o  in  the  new  long-term  Treasuries 
,0%  in  Triple-A-rated  utilities. 
i|ce  inverted  yield  curves  are  the  ex- 
i!)n  rather  than  the  rule,  it  is  a  safe 
I'lat  the  yield  curve  will  eventually 
(lie  its  natural  shape  with,  it  is  to  be 
jil,  a  significant  decline  in  short- 
h  interest  rates.  This  will  be  disap- 
)  ng  to  those  who  invested  at  high 
I  term  rates  only  to  find  that  they 
'  to  reinvest  at  much  lower  rates 
(  their  paper  is  paid  off. 
'  it  is  open  to  the  investors  who 
1  ()  lock  into  today's  high  yields? 
'  It  should  an  investor  do  in  the 
.  iiarket?  Says  Peter  N.  Goldsmith, 
!  ;cr-Fixed  Income  Research  at  Mer- 
nch,  "Before  the  end  of  this  year 
'  hould  be  moving  into  long-term 
mcnts   and   Triple-A-rated  Bell 
I  1  subsidiaries.  With  the  govern- 
you've  got  25-year  call  protection 
lu've  got  about  10-year  protection 
wer  Bell  issues,  plus  a  higher 
)  -around  9.20%." 

i  ismith  is  also  bullish  on  interme- 
!  Treasuries  with  current  coupons 
1  early  November  were  yielding 
.  In  this  kind  of  market,  warns 
i  nith,  "I  wouldn't  buy  anything 
'  an  Double- A-rated  issues."  ■ 


Inversion 


Normally,  the  yield  curve  looks  like  this:  Short  term  money  costs  a 
good  deal  less  than  long  term.  It  figures:  The  risk  is  less  short  term.  .  .  . 
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But  when  money  gets  tight  the  yield  curve  gets  distorted 
the  money  crunch  of  1974  .  .  . 
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and  like  today.  But  these  inverted  yield  curves  dont  last  too  long. 
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Faces 

Behind  The  Figures 


It  wont  be  easy 

From  the  moment  Lido  A.  lacocca,  54, 
moved  into  Gene  Cafiero's  presidential 
office  at  Chrysler  headquarters  in  High- 
land Park,  Mich,  this  month,  his  hands 
were  full.  But  he  won't  make  the  mistake 
that  Semon  Knudsen  made  when  he 
moved  abruptly  from  GM  to  Ford  a  de- 
cade ago  and  tried  to  impose  his  GM- 
Pontiac  ways  on  the  number  two  auto- 
maker, lacocca  understands  that  a  move 
from  the  top  of  one  major  auto  company 
to  another  is  like  the  chancellor  of  Ger- 
many becoming  premier  of  France  and 
can  be  fraught  with  comparable  political 
pitfalls.  lacocca  himself  is  often  credited 
with  sandbagging  Knudsen  at  Ford  (he 
lasted  19  months),  so  he  is  likely  to  staff 
up  with  people  he  knows  and  trusts  to 
protect  his  flanks  and  rear  while  he  at- 
tempts to  impose  his  style  on  the  sagging 
number  three.  Some  of  those  he'll  be  able 
to  trust  are  still  at  Ford,  but  at  least  one 
moved  over  to  Chrysler  ahead  of  him. 

With  losses  so  far  this  year  approach- 
ing $248  million,  Chrysler  needs  a  lot  of 
fixing.  The  1979  models  are  already  on 
the  road,  and  the  1980s  are  already  de- 
signed, lacocca's  first  heavy  imprint,  on 
the  1981s,  may  be  too  late.  So  he'll  have 
to  rework  the  already-designed  1980s  to 
get  the  requisite  enthusiasm  from  the 
dealers  before  they  lose  the  hope  trig- 
gered by  his  arrival. 

The  present  middle-size  Chrysler 
line — Volar^-Aspen — has    been  around 


Lee  A.  lacocca,  now  of  Chrysler  Corp. 
In  a  stormy  year  for  the  carmaicers,  he'll  have  to  make  some  very  big  wavi 


nearly  a  decade.  And  what  promised  to 
be  the  company's  best  shot  this  year — its 
little  Omni-Horizon  front-wheel-drive 
answer  to  VW's  Rabbit — was  hurt  badly 
by  failing  grades  on  tests  by  Consumers 
Union,  just  when  dealers  were  building 
comfortable  backlogs.  The  tests  have 
been  largely  discredited  but  the  damage 
is  considerable. 

At  the  same  time  that  lacocca's  acces- 
sion was  announced,  Chrysler  Chairman 
lohn  Riccardo  disclosed  that  Chrysler 
had  received  a  $230  million  down  pay- 
ment from  Peugeot  on  the  as-yet  uncom- 
pleted deal  to  sell  Chrysler's  European 
operations.  Whatever  the  reason  for  the 


Norman  Braman  and  the  Gucci-Senlle 

Selling  the  Japanese  gilded  UUes  from  Florida. 


prepayment,  Chrysler  needs  the  rr 
Riccardo  says  he'll  relinquish  thi 
title  in  a  year,  if  lacocca  works 
magic  and  saves  everybody's  job. 
way,  it  says  something  comforting 
what  was  a  WASP  bastion  less 
generation  ago  is  now  headed  by 
named  Riccardo,  Cafiero  and  lacoc 


Kitschy  coup 

Early  this  month  Norman  Brama 
Miami's  biggest — 6  feet,  3V2  im 
Cadillac  dealer,  set  out  with  leathe 
chant  Aldo  Gucci,  70,  for  Tokyo, 
they  hope  to  gain  acceptance 
American-made  car  the  Japanest 
adore  as  much  as  Braman  does 
Gucci-Seville.  Braman  has  been 
the  customized  Cadillac,  complet 
gewgaws  of  the  sort  that  adom 
loafers  and  luggage,  for  a  short  time 
his  Biscayne  Boulevard  dealership 
to  lapanese  tourists  in  Gucci  shops 
U.S.  and  Europe  have  demonstratJ 
the  Japanese  will  buy  anything  w: 
interlocked  G-G  logo.  So  why  nc 
.orders  for  the  limited  supply  of 
Sevilles  in  Gucci's  burgeoning  cl 
boutiques  in  Japan?  Why  not,  inde 
Braman,  the  son  of  an  immigra 
ber  from  Philadelphia,  says  he 
basketball  on  a  scholarship  at  th 
versity  of  Virginia  before  getting  a 
back  home  at  Temple  Universii 
first  try  at  business,  in  his  father-u 
retail  business,  flung  him  headlon. 
retail  drugstore  chain  that  caug 
fancy  of  Butcher  &  Sherrerd  (now 
er  &  Singer,  Inc.),  the  Philadelp 
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ns  Coakley,  Manager  of  Commuter  Services,  C&NW  employee  for  30  years. 


''It  took  some  real 
down-the-road-tfainking  to  stretch 
1  mile  of  track  3  miles." 


'hen  the  Chicago  and  North 
tern  improves  track  by  instaUing 
rail,  what  do  you  think  happens 
e  rail  that's  replaced? 
s  recycled.  Re-installed  in  place 
der,  lighter-duty  rail.  Which  goes 
our  railyards,  where  low  speeds 
t  the  oldest  rail  practical  for  many 
;  years. 

,eVe  also  learned  how  to  re- 
|ieer  old  engines  and  freight  cars 
i  liver  added  years  of  cost- 
\  tive  life. 


We're  good  at  cost  control  because 
we're  employee  owned.  We  know 
where  the  cash  comes  from.  So  we 
make  sure  we  know  where  it's  going. 
And  how  far. 

Since  1972,  when  C&NW  became 
the  first  and  only  employee-owned 
railroad,  we've  made  a  profit  every 
year  but  '75.  (Remember  that  "reces- 
sion"? The  deepest  since  the  Great 
Depression.) 


And  we've  spent  8490,000,000 
during  the  past  six  years  to  improve 
our  roadbed,  rolling  stock  and  our 
service  to  shippers.  We've  innovated 
with  high-speed  piggyback  service, 
grain  and  coal  trains. 

Next?  More  improvements:  In 
equipment,  track  and  services.  And 
we're  working  toward  a  new  route  to 
the  vital  western  low-sulphur  coal 
fields.  Yes,  Chicago  and  North 
Western  is  a  railroad  that's  on  the 
right  track.  All  aboard! 
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vestment  banking  firm  of  Penn  Central 
fame.  They  decided  to  turn  Braman's 
drugstore  chain  into  a  hot,  pubhcly 
owned  conglomerate.  He  concedes  that 
he  barely  knew  what  he  was  doing  but 
thinks  they  knew  even  less.  Braman  fig- 
ured something  was  wrong,  but  lunches 
at  Philadelphia's  Union  League  Club 
kept  him  from  trying  to  figure  out  what. 

Lawsuits  followed,  and  in  1971  Bra- 
man  managed  to  fly  away  to  the  south  of 
France  with  clean  hands  and  enough 
money  to  dabble  in  auto  dealerships.  In 
1974  he  took  over  the  Miami  Cadillac 
agency.  Lately  his  blustery  advertising 
and  promotion  (including  a  comic  strip 
ad  called  Bramanman,  after  Superman) 
has  reportedly  annoyed  General  Motors. 
But  that  hasn't  slowed  the  manicured 
Braman,  who  claims  his  showroom  does 
the  biggest  single-location  Cadillac  busi- 
ness in  the  country,  with  some  $75  mil- 
lion in  sales  projected  for  1978. 

If  the  Japanese  let  him  and  Gucci  mar- 
ket their  fancy  machine  at  $30,000 
apiece  over  there,  Braman  figures  they 
can  move  1,000  a  year  from  placards  in 
Gucci's  Japanese  stores.  That's  $30  mil- 
lion a  year,  maybe  what  Toyota  does 
here  in  a  day.  So  don't  look  for  an  instant 
turnaround  of  the  dollar  against  the  yen. 
But  do  look  for  Norman  Braman  to  ex- 
postulate on  mternational  finance. 


Applied  psychology 

when  he  joined  his  father's  printing 
company  in  1949  after  graduating  magna 
cum  laude  from  Princeton  University, 
Edmund  A.  Stanley  Jr.  knew  he  was  join- 
ing a  small,  private,  profitable  and  long- 
st'anding  business.  After  all,  financial 
printer  Bowne  &.  Co.  had  been  around 
since  1775. 

What  the  psychology  major  and  much 
decorated  World  War  II  infantryman 
didn't  know  was  that  his  father  would 
die  in  a  few  years  and  he  would  have  to 
take  over  the  $2-million-a-year  business 
at  age  31.  As  Stanley,  now  54,  recalls,  "I 
didn't  know  all  that  much  about  the 
printing  production  business.  So  I  had  to 
learn  quickly.  I  found  out  who  did  know 
about  it  and  put  them  in  charge." 

In  the  mid-1950s,  Bowne  &  Co.  was  a 
distant  third  behind  other  financial 
printers  like  Sorg  and  Pandick  Press, 
who  were  two  and  three  times  as  large. 
Not  any  more.  In  fiscal  (Oct.  31)  1978 
Bowne  (public  since  1968)  will  have  sales 
of  some  $70  million,  profits  of  close  to  $5 
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Edmund  A  Stanley  Jr  of  Bowne  &  Co 

The  next  best  thing  to  printing  his  own  money. 


million,  more  than  its  competitors. 

The  secret  of  his  success?  Ed  Stanley 
understood  how  to  motivate  his  team  of 
younger  men  and  command  loyalty.  Says 
he,  "I  didn't  want  to  have  key  employees 
who  only  thought  they  had  a  Job.  So  I 
gave  them  a  share  in  the  profits  through 
stock  options."  Stanley  gave  out  stock  at 
book  value.  Book  value  has  grown  from 
$3.23  a  share  in  1968  to  nearly  $15  this 
year,  making  key  executives,  if  not  rich, 
at  least  prosperous. 

The  emphasis  on  book  value  made 
sense.  Says  Ed  Stanley,  "I  figured  that  in 
order  to  grow,  it  would  be  prudent  to 
reinvest  most  of  the  earnings  in  the  busi- 
ness. Since  my  family  and  I  owned  a  lot 
of  the  stock  [one-third  of  the  total,  more 
than  $10  million  worth],  it  was  a  simple 
decision."  Using  the  retained  earnings, 
Stanley  acquired  and  built  up  smaller  fi- 
nancial printing  companies  across  the 
country  after  he  went  public. 

The  future?  "An  increasing  portion  of 
financial  printing  results  from  govern- 
ment mandated  compliance  documenta- 
tion," says  Ed  Stanley.  "While  Wall 
Street  business  may  fall  off  in  some 
years — despite  President  Carter's  desire 
to  deregulate — the  regulators  will  keep  us 
busier  and  busier." 


Private — ^keep  out? 

"Privacy,"  says  William  O.  Bailey,  presi- 
dent of  Aetna  Life  &  Casualty,  "is  a 
lousy  word.  We're  really  talking  about 
the  use  of  information." 

Or  the  abuse.  Anybody  who  has  ever 
applied  for  a  life  insurance  policy  or  any- 


thing else  that  requires  seemingly 
vant  autobiographical  details  pi 
has  wondered  about  the  signifies 
"mother's  maiden  name."  And 
were  rejected,  you  probably  didr 
out  why,  or  what  became  of  th 
Chances  are,  it  became  a  product 
and  sold  without  regard  for  its  acc 
During  Bailey's  24-year  stint  at 
he  spent  14  years  in  the  under 
department,  which  collects  the  1 
information  insurers  think  they  i 
judge  risks.  Along  with  everybody 
the  industry,  he  believed  in  q 
rather  than  quality  of  data  and  ro 
accepted  what  came  from  the  bi 


U  ilham  O  Bailey  of  Aetna 
Fewer  unnecessary  invasions. 
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Own  your  own  piece  of  the  Rockies! 


Five  years  ago  the  publishers  of  Forbes  Magazine  began 
offering  for  sale  a  portion  of  their  260-square-mile  Trinchera 
Ranch  in  five  acre  minimum  sections  called  Sangre  de  Cristo 
Ranches.  More  than  95%  of  that  land  has  been  purchased 
to  date.  Sangre's  success  exceeds  all  expectations. 
iFifteen  miles  northeast  of  that  area,  deep  in  the  heart  of 
Forbes  Trinchera  country,  is  a  spectacular  alpine  valley  of 
imsurpassing  beauty.  This  hidden  mountain  valley  was  once 
he  hunting  ground  of  Indians  and  later  conquered  by 
l^onquistadores.  It  remains  today  almost  as  it  was  when 
nan  first  saw  it. 
vVe've  named  it  Forbes  Park. 

\nd  now  Forbes  Inc.,  through  its  subsidiary  Sangre  de  Cristo 
Ranches  Inc.,  is  inviting  people  who  have  a  special  appreci- 
ition  for  the  beauty  of  nature  and  who  want  more  out  of  life, 
0  acquire  a  homesite  in  this  unspoiled  mountain  valley. 

ibtain  the  HUD  property  report  from  developer  and  read  it 
efore  signing  anything.  HUD  neither  approves  the  merits 
f  the  offering  nor  the  value,  If  any,  of  the  property. 


Cash  prices  range  from  $3,500  to  $12,000.  Easy  credit  terms 
are  available. 

Forbes  Park  is  a  completely  private  area  surrounded  by  the 
San  Isabel  National  Forest  and  the  rangelands  of  the 
Trinchera  Ranch.  It  is  accessible  year-round  through  a  main 
gate  restricting  entrance  to  owners  and  their  guests.  Hunting 
is  not  permitted  here,  but  many  sports  including  fishing, 
cross-country  skiing,  boating,  swimming,  horseback  riding, 
tennis  and  mountain  climbing  will  be  available  in  the 
recreational  areas  of  the  vast  common  acreage. 

Starting  immediately,  you  may  purchase  one  or  more  acres 
for  a  mountain  homesite  where  you  will  share  with  your 
neighbors  the  exclusive  use  of  over  5,000  acres  of  common 
lands,  including  ponds,  streams,  woods,  meadows  and  other 
recreational  areas  set  aside  for  the  enjoyment  of  Forbes  Park 
land  owners  for  all  time. 

For  complete  information,  including  pictures,  maps,  and  full 
details  on  our  liberal  money-back  and  exchange  privileges, 
without  obligation,  please  fill  in  the  coupon  or  card  and  mall 
to:  Forbes  Park,  Box  303,  Fort  Garland,  Colorado  81133. 


KOHSES^ 

Development  of 
Sangre  de  Cristo  Ranches  Inc. 
Box  303,  Fort  Garland,  Colorado  81133 

Obtain  the  New  Jersey  Public  Report  and  Broker's  Release  Irom  the 
developer  or  New  Jersey  broker  and  read  it  before  signing  anything. 


F078 


Name  

Address — 

City  

Telephone . 


.State. 


-Zip. 


Preferences:  □  $3,500    □  $5,000    □  Higher 

A  statement  and  offering  statement  has  been  filed  with  the  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon 
the  merits  of  such  offering.  A  copy  of  the  offering  statement  is  avail- 
able, upon  request,  from  Sangre  de  Cristo  Ranches  Inc.  NYA77-432 
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was  a  surprise  first-half  loss  that  sent 
DCM's  shares- — and  credibility — tum- 
bling last  month.  But  Beecham,  a  rotund 
53-year-old  native  German,  senses  the 
good  times  of  Christmas  orders  ahead. 

His  target  is  Mattel's  Barbie  doll.  With 
retail  sales  of  $160  million  and  manufac- 
turer's pretax  margins  of  over  20%,  it  is 
probably  the  most  profitable  branded  toy 
on  the  market.  DCM's  attack  comes  in 
the  form  of  Sindy,  a  fully  wardrobed  doll 
that  already  outsells  Mattel  in  Europe 
and  Australia.  "In  16  years,  no  one  has 
really  taken  on  Barbie  in  the  U.S.," 
claims  Beecham.  "Put  them  side  by  side 
on  the  shelf,  and  our  doll  sells  better. 
Barbie  is  a  sexy  young  girl-with  boobs, 
Sindy  is  a  wholesome  girl-next-door.  I 
don't  propose  to  topple  Barbie.  We're  not 
that  cheeky.  Just  a  good  share  of  the 
market  will  make  me  happy." 

If  Beecham  gets  that  good  share,  he's 
planning  to  get  a  U.S.  stock  exchange 
listing  for  DCM's  stock,  already  a  favor- 
ite with  U.K.  pension  funds. 


Sim*s  up  again 

The  last  ten  years  have  been  educational, 
to  say  the  least,  for  Charles  J.  Zwick,  52, 
president  and  chief  operating  officer  of 
Southeast  Banking  Corp.,  Florida's  big- 
gest .bank  holding  company  and  the  na- 
tion's 41st.  A  onetime  Harvard  econom- 
ics professor  and  Rand  Corp.  researcher, 
Zwick  was  one  of  the  last  people  out  of 
the  Johnson  Administration  on  Nixon's 
Inauguration  Day  in  1969.  He  was  al- 
most literally  throwTi  out  of  his  office  as 
President  Johnson's  last  Director  of  the 
Office  of  Management  &  Budget,  be- 
cause "mine  was  one  of  the  best  places  in 
tovm  to  watch  the  parade." 

Zwick  took  his  first  private  sector  job 
"because  I  hadn't  done  it  before,  and  it 
seemed  like  an  interesting  thing  to  do." 
Interesting  indeed.  Southeast  Banking 
was  loaded  with  loans  on  the  kind  of  real 
estate  that  went  bad  in  1974-75. 

The  years  from  1974  to  last  year  were 
useful  lessons  for  the  survivors,  and  Flor- 
ida's big  banks  did  survive  and  again 
prosper,  but  at  a  more  modest  pitch.  This 
year,  Southeast  will  show  the  largest 
profits  in  its  history,  more  than  1973's 
$21  milhon.  What's  more,  its  assets  have 
climbed  from  $800  million  when  Zwick 
took  over  to  almost  $4  billion,  and  only  a 
little  over  half  of  that  is  in  the  Miami 
area,  where  the  biggest  busts  took  place 
in  the  dark  years. 


Charles  J  Zu  ick  oj  Southeast  Banking 
Upfront  academia. 


Zwick  thinks  that  all  the  big  banks  in 
the  state  have  learned  enough  about  run- 
ning their  businesses  to  withstand  the 
sort  of  limitless  hope  that  humbled  them 
before.  And  he  thinks  they'll  do  more 
than  hold  their  own  against  Citicorp  and 
the  other  money  center  banks  that  are 
invading  Florida.  "Most  of  our  customers 
want  a  friendly  banker  who's  there  when 
they  need  him  for  a  variety  of  services," 
he  says.  "They  are  commercial  custom- 
ers, not  corporate  customers,  so  we're 
not  too  worried  these  days  about  the  big 
money  center  banks." 

Meanwhile,  he  won't  have  to  start 
looking  for  yet  another  career.  Zwick 
learned  this  month  that  he'll  soon  be 
carrying  the  title  of  CEO  as  well  as  presi- 
dent of  Southeast.  Salary:  $170,000;  av- 
erage for  a  Harvard  professor:  $41,000. 


Soviet  agent 

Nine  years  ago,  E.  Wallace  Lawrence  HI 
was  promoting  Swiss  watches  around 
the  world.  Today,  he  is  president  and 
51%  owner  of  Orbitair  International 
Ltd.,  a  tour  operator  that  grosses  $3  mil- 
lion a  year  now  and  should  gross  $20 
million  in  1980.  In  September  Orbitair 
was  picked  by  the  U.S.  Olympic  Com- 
mittee to  handle  all  travel  by  Americans 
to  the  1980  Moscow  Olympics. 

Lawrence,  49,  is  a  handsome,  articu- 
late marketer  who  studied  international 
affairs  at  George  Washington  University. 
He  hoped  to  enter  the  foreign  service, 
but  after  a  stint  in  Korea  he  went  into 
advertising  and  then  marketing.  He  left 
the  watch  business  to  set  up  a  consulting 
firm  specializing  in  international  mar- 


keting. One  of  his  first  clients  w 
outfit  that  sold  charter  tours  tc 
U.S.S.R.  When  the  client  went  brok 
Soviets  invited  Lawrence  to  Mo 
Would  he  run  tours  and  book  the 
Aeroflot,  the  Soviet  airline?  (Law 
offered  to  share  the  business  witl 
Am,  which  turned  him  down  bcca 
was  doing  business  with  rivals.) 
then  on  Lawrence  had  a  friend  in 
cow.  His  business  flourished. 

In  1974,  when  it  looked  like  M< 
would  get  the  1980  Olympics,  Lav. 
lost  no  time  in  trying  to  get  his  f' 
that  door.  He  soon  discovered  tha 
little  information  was  available  t 
forthcoming  Olympics,  so  he  di 
own  research.  That  helped  him  g 
nod  over  seven  other  applicants, 
American  Express  bowed  out. 

Now  he  is  trying  to  teach  the  Ru 
to  be  less  heavy-handed  in  their 
ment  of  visitors.  Sample  problem:  1 
speed  up  the  processing  of  the  ex; 
4,000  Americans  a  week,  who  will 
at  Moscow's  Sheremetyevo  airpoi 
ing  the  games.  (Right  now  onl 
Americans  come  through  each  we 

If  anybody  can  persuade  the  Sov 
relax,  Lawrence  can.'  Recently  h 
objecting  to  the  small  number  of  t 
allotted  to  Americans  at  one  of  the 
1980  events.  His  research  paid  ■ 
clinch  his  argument,  he  cited  the  n 
of  seats  in  the  stadium,  a  figure  thi 
et  official  didn't  even  know. 

Now  Lawrence  is  counting  on  ] 
ing  his  marketing  skills  into  keep: 
panded  Soviet  hotels  and  other 
facilities  filled  after  the  Olympi 
has  also  been  moving  into  the  C 
and  Cuban  markets. 

But  he  realizes  that  a  breakdc 
detente  could  cut  down  his  comn 
land  business.  So  he's  diversifying 
one  for  a  one-week  salmon  fishir 
of  Iceland?  ■ 


E  'Wallace  Laurence  III 

Sure  voinner  at  the  Moscow  Olyi 
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Newsweek  International 
is  now  in  the  rich 
Latin  American  market. 


what? 


The  picture's  very  dillerent  these  days. 
Latin  America  has  come  into  its 
own  as  a  market  of  international 
consequence. 

Oil.  Automobiles.  Agribusiness. 

Minerals.  Latin  America  is  sending 

them  off  to  the  world,  and  buying 

back  more  goods  in  return. 

The  GNP  of  the  major  Latin  nations 

is  advancing  at  a  rate  ot  10",,  per  year. 

Exports  are  up  120%;  imports,  165%, 

in  just  five  years. 

And  a  new  breed  of  executive  is 

evolving. ..an  internationa^l  executive 

whose  business  survival  demands  a 

global  view  of  events. 

Newsweek  International  is  giving  him 

that  view. 

On  August  1st,  the  premier  issue  of 
our  new  Latin  American  edition  went 
on  newsstands  and  into  mailboxes 
all  across  the  region. 


The  average  sale  is  now  45,000;  but  if 
past  is  prologue,  that  number  should 
go  up  very  quickly 

For  Newsweek  is  the  world's  fastest 
growing  international  newsweekly— 
outselling  all  other  international 
media  on  newsstands  in  most  world 
markets,  and  reaching  an  audience  far 
more  densely  populated  with  men 


and  women  who  sit  at  the  top  of  the 
international  marketplace. 
They've  found  Newsweek 
International  better  serves  their 
need  for  information,  entertainment, 
insight  and  ideas. 

You'll  find  Newsweek  International 
can  more  efficiently  serve  your 
marketing  needs. 

Starting  with  the  issue  of  january  1st, 
1979,  we'll  accept  advertising  directed 
to  the  rich  Latin  American  market... to 
educated,  bi-lingual  business  people 
possessed  of  personal  wealth  and 
executive  power. 

We  reach  these  people  in  Europe, 
the  Middle  East  and  Africa.  We  reach 
them  in  Asia  and  the  South  Pacific. 
Now  we'll  reach  them  in  Latin 

America. 
So  can  you. 


THE 

INTERNATIONAL 
NEWSMAGAZINE 
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How  did  the  Chicago 
Mercantile  Exchange 
become  one  of  the  world's 
leading  financial 

institutions? 
It  works. 

The  Chicago  Mercantile  Exchange  has  become 
one  of  the  world's  largest  futures  exchanges  by 
redefining  the  concept  of  futures  trading.  In  doing 
so  it  has  provided  a  wide  variety  of  new  services 
to  fit  the  needs  of  many  thousands  of  businesses 
and  individuals. 

Twenty  years  ago,  for  example,  futures  trading  in 
live  animals  was  unheard  of  and  widely  regarded 
as  impossible.  Today  futures  contracts  in  cattle 
and  hogs  are  among  the  most  actively  traded  in 
the  world.  Why?  Because  it  works. 

Public  futures  trading  bringing  in  speculative  as 
well  as  commercial  interests  to  a  worldwide  open  auction  market  greatly  increases 
competition.  Competition  increases  efficiency.  Efficiency  helps  to  reduce  prices, 
increase  profits  for  the  efficient  and  provide  abundance  for  all.  That  almost  sounds 
like  magic  and,  in  a  sense,  it  is.  It's  something  a  Marxist  would  never  understand 
— the  magic  of  free  enterprise  being  allowed  to  work. 

The  Chicago  Mercantile  Exchange  has  not  stopped  being  innovative.  Since  the 
introduction  of  live  cattle  futures  in  1964  it  has  expanded  the  concept  of  futures 
trading  to  include  forest  products,  foreign  currencies,  gold  and  interest  rates  in  the 
form  of  United  States  Treasury  bills.  Thus  Chicago  has  established  itself  as  the  world 
capital  of  financial  as  well  as  agricultural  futures  trading. 

Because  it  works. 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market       Associate  Mercantile  Market 

444  W.  Jackson  Boulevard,  Chicago,  Illinois  60606 
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rhe  recession  ahead 


By  John  Berry 


DDDS  NOW  are  that  the  American 
my  will  be  in  recession  next  spring 
nmer.  But  unless  there  are  several 
turns  of  the  tight  money  screw,  it 
1  be  mild  and  short-lived, 
n  before  President  Carter's  recent 
tic  moves  m  defense  of  the  dollar, 
tlook  was  for  slow  growth  in  1979. 
ecovery  from  the  last  recession  is 
veil  balanced,  but  it's  aging.  The 
est  thrust  is  corning  from  business 
ment,  soon  to  be  hit  by  higher 
St  rates.  So  will  housing.  Consum- 
Iready  loaded  with  debt,  have 
1  their  spending  spree.  October 
lales  were  up  only  2%  over  a  year 
ilaking  modest  increases  in  person- 
idmg  in  the  third  quarter  led  con- 
s  to  lower  their  savings  rate  again 
/  5.1%  of  their  disposable  income. 

a  very  low  rate.  It's  sure  to  rise, 
^  spendable  income.  Nor  was  there 
t  much  oomph  in  prospect  for  next 
!  other  sectors.  State  and  local  gov- 
at  spending  might  rise  nearly  4% 

terms,  but  federal  outlays  won't  go 
if  that  much.  Inventories,  even  as 
j  they  have  generally  been  kept  all 

ly  through  the  recovery,  will  be- 

i  drag  once  sales  begin  to  drop  off. 


Before  Carter's  latest  policy  shift.  Ad- 
ministration economists  talked  bravely 
in  public  about  3^/2%  real  growth  in 
1979 — but  privately  hoped  to  make  3%. 
Now  they  are  talking  publicly  about  3%, 
though  I  %  is  more  likely. 

That,  then,  was  the  economic  context 
in  which  Administration  and  Federal  Re- 
serve officials  had  to  approach  their  task 
of  propping  up  the  dollar.  Whatever  they 
did,  they  knew  it  would  make  1979's 
weak  growth  prospects  much  weaker. 
The  Carter  policy  change  came,  never- 
theless, because  foreign  exchange  mar- 
kets had  truly  become  "disorderly"  as 
the  dollar  plummeted.  The  resulting 
higher  cost  of  imports  would  undermine 
the  already  limited  credibility  of  the 
President's  new  anti-inflation  program. 
Something  had  to  be  done,  and  the  time 
was  ripe.  The  trade  deficit  was  already 
shrinking,  and  it  looked  like  the  dollar 
could  be  defended. 

Most  of  what  was  done,  such  as  the 
promise  to  issue  $10  billion  worth  of 
U.S.  government  securities  denominated 
in  German  marks  and  Swiss  francs,  was 
just  cosmetic.  But  the  full  percentage 
point  jump  in  the  Fed's  discount  rate  to 
9'/2%  and  higher  reserve  requirements 
for  large  CDs  have  bite — on  the  domestic 
economy. 


More  interest  rate  increases  are  prob- 
ably on  the  way,  as  hinted  by  Carter's 
outspoken  approval  of  the  last  increases 
(though  he  had  complained  of  earlier 
small  ones).  His  approving  words,  it 
turns  out,  were  part  of  understandings 
negotiated  between  the  Administration, 
the  Fed  and  the  German  Bundesbank. 
Unless  Carter  backed  the  big  interest 
rate  increase  to  the  hilt,  the  Germans 
indicated  they  would  not  loan  additional 
marks  to  the  U.S.  for  intervention  in'the 
currency  markets.  The  Fed,  which  now 
has  the  burden  of  the  intervention,  also 
insisted  on  such  explicit  backing  from 
Carter  for  its  interest  rate  moves.  "Now 
the  hawks  on  the  Fed's  Open  Market 
Committee  are  not  only  doing  the  Lord's 
work,  they  are  doing  Jimmy.  Carter's 
work,"  one  Fed  official  wryly  observes. 

The  decisions  already  taken,  in  the 
view  of  many  economists,  among  them 
Otto  Eckstein  of  Data  Resources,  Inc., 
amount  to  "an  admission  of  failure." 
"What  he  should  have  done  long  ago  was 
get  tougher  on  inflation,"  Eckstein  says. 
"He  should  have  done  more  on  trade.  It 
was  all  just  stupid.  This  is  throwing  in 
the  game." 

If  that  is  a  harsh  judgment,  it  is  prob- 
ably warranted.  Clearly,  monetary  policy 
is  going  to  stay  tight,  making  a  recession 
ever  more  of  a  sure  thing.  And  as  Carter 
follows  through  on  his  promises  about 
the  1980  budget,  so  will  intended  fiscal 
policy.  The  onset  of  the  recession,  of 
course,  will  again  balloon  the  budget  defi- 
cit and  cause  the  Fed  to  ease  as  well.  A 
new  recovery  should  be  well  under  way 
in  time  for  the  1980  elections — with  in- 
flation still  high.  ■ 


The  outiook  shifts  to  mild  recession  for  1979 


Sharply  higher  Interest  rates,  intended  to  help  the  dollar, 
will  hurt  housing  and  business.  With  consumers  cutting 
spending  and  the  federal  budget  tight,  the  economy  will 


turn  down.  Then  unemployment  will  begin  to  rise  and 
the  Federal  Reserve  will  ease  its  policy,  launching  a  new 
recovery,  but  with  still  high  inflation. 


%CHANGE  FROM  PREVIOUS  QUARTER 
10% 
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we  Federal  Resen^e 
System  is  going  to 
have  to  hold  the  line 
by  keeping  interest 
rates  high. 

BULLET- 
BITING 
TIME 

By  Ben  Weberman 

All  of  us — including 
somewhat  sheepishly, 
your  columnist — are 
now  going  to  have  to 
bite  the  bullet.  Infla- 
tion, which  could  have 
been  slowed  had  Presi- 
dent Carter  stood  up  to 
a  noisy  minority  of 
farmers  and  a  spend- 
thrift Congress,  has 
gotten  so  bad  that  we  must  swallow  a 
stiff  dose  of  high  short-  and  long-term 
interest  rates. 

Twice  before  Carter  has  promised  to 
curb  federal  spending  but  failed  to  carry 
out  his  pledge.  Now  he  promised  again, 
and  this  time  I  firmly  believe  him.  But 
until  the  tighter  fiscal  policy  can  take 
effect,  the  Federal  Reserve  System  is  go- 
ing to  have  to  hold  the  line  by  keeping 
interest  rates  high. 

So,  while  I'm  optimistic  about  interest 
rates  coming  down,  I  must  concede  we 
are  in  for  trouble  at  least  until  the  tum  of 
the  year. 

Why  my  longer-run  optimism?  Essen- 
tially because  Carter's  key  men  on  the 
fiscal  front,  inflation  czar  Alfred  Kahn 
and  Budget  Director  James  T.  Mclntyre 
Jr.,  are  very  much  center  stage  these  days 
and  are  both  good  men.  Carter  is  going  to 
listen  to  them  because  all  the  political 
antennae  tell  him  what  he  should  have 
realized  all  along — that  inflation  and 
taxes  are  the  hottest  political  issues  right 
now.  Tax  cuts  will  fuel  inflation  unless 
they  are  coupled  with  cuts  in  spending. 
Carter  knows  this,  and  for  perhaps  the 
first  time  in  20  years  we  have  a  realistic 
prospect  of  halting  the  upward  trend  of 
government  spending  as  a  proportion  of 
the  gross  national  product. 

Budget  boss  Mclntyre  monitors  90% 
of  the  nondefense  budget  and  is  squeez- 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


ing  hard.  It  is  still  too  early  in  budget 
planning  for  fiscal  1980 — the  year  that 
starts  Oct.  1,  1979 — to  determine  precise 
ceilings  and  cuts  for  different  depart- 
ments. It  is  evident  that  billions  of  dol- 
lars will  be  stripped  from  the  tainted 
Comprehensive  Employment  Training 
Act.  Cuts  are  also  tentatively  scheduled 
for  welfare,  medicaid  and  medicare  by 
establishing  tougher  eligibility  and  enti- 
tlement standards.  Nor  will  farmers  be 
immune.  This  year's  bountiful  harvests 
at  premium  prices  have  brought  them 
prosperity  at  the  cost  of  higher  inflation. 
They  stand  to  get  less  aid — from  3% 
Small  Business  Administration  and 
Farmers  Home  Administration  disaster 
loans,  money  that  costs  the  Treasury 
8'/2%  or  more — and  smaller  or  no  subsi- 
dies from  acreage  set-asides  and  crop 
support  prices. 

If  all  goes  well.  President  Carter  may 
be  able  to  send  Congress  a  budget  in 
January  that  calls  for  a  fiscal  1980  deficit 
smaller  than  the  current  $30  billion  pro- 
jection. It  is  even  possible  that  the  deficit 
for  fiscal  1979  will  come  in  below  the 
S38.9  billion  now  anticipated. 

The  prospect  right  now  is  that  Fed 
boss  Bill  Miller  will  hold  short-term  in- 
terest rates  high  for  three  to  nine  months 
until  the  effects  of  the  tighter  budget 
make  themselves  felt.  By  the  middle  of 
next  year,  the  Fed  should  have  eased 
enough  to  permit  money-market  yields 
to  fall  dramatically.  Long-term  yields, 
which  are  associated  more  with  inflation 
and  supply  and  demand  for  funds  than 
with  monetary  policy,  will  come  down 
much  more  slowly. 

Once  short-term  rates  start  to  drop 
they  will  do  so  precipitously.  Recall  what 
happened  in  1974-75:  Federal  funds  fell 
from  12.5%  in  July  1974  to  5.5%  in  April 
1975.  This  is  the  sector  where  Fed  policy 
is  felt.  The  longer-term  market,  which  is 
more  influenced  by  inflation  rates,  came 
down  far  less.  Even  after  short-term  rates 
started  coming  down  in  1974,  long-term 
rates  kept  inching  up — to  a  high  of  8.5% 
on  30-year  Treasuries  in  September 
1974;  when  they  did  come  down,  rates 
on  the  long-term  Treasuries  went  down 
to  8%  in  February  1975  and  then  inched 
up  again  to  8.25%-8.38%  for  the  rest  of 
the  year. 

Let's  look  at  what  has  happened  in 
recent  weeks:  The  international  mone- 
tary crisis  chmaxed  in  the  days  before 
President  Carter  announced  the  program 
to  tighten  credit  and  slug  it  out  with 
those  shorting  the  dollar.  The  Federal 
Reserve  System  raised  the  discount  rate 
1%  to  an  unprecedented  9^2%  and  took 
other  strong  credit  and  exchange  mea- 
sures. Short-term  domestic  money  rates 
rose  sharply.  This  created  the  anomaly  of 


short-term  interest  rates  rising 
long-term  interest  rates — in  the  in 
ate  reaction — fell.  The  money  i 
was  following  credit  policy,  and  tl 
ital  market  was  in  the  reduce-inf 
strengthen-the-dollar  ball  game. 

Treasury  bills,  bank  deposit  yie! 
ceptances  all  were  moving  to  eye 
high  rates  of  return.  Bond  interes 
however,  were  declining.  Typic 
$200-million,  Aa-rated,  30-year  So 
California  Edison  issue  shunn 
professionals  when  the  return  wa 
went  "out  the  window"  in  minu; 
traded — in  scarcity — at  9.6%.  Ovt 
ing  tax-frees  were  cleaned  out  of 
positions. 

The  trouble  with  investing 
short-term  market  is  two-fold:  Ji 
than  a  year  you  would  be  forced  i 
vest  at  much  lower  rateS;  2)  rates 
higher  before  they  come  down.  Th 
ble  with  the  really  long  market  is 


"The    yields    on  Treast 
barely  less  than  those  oi| 
able  corporates,  provide 
investment  incentive  becl 
of  marketability  and  fre\ 
from  early  redemption." 


will  probably  have  a  repeat  of  197 
a  while — that  is,  rates  won't  com 
all  that  much.  Hence  my  liking 
ten-year  maturities. 

The  generally  neglected  ten-ye 
sury  note  pays  8.85%,  about  as  n 
8.8%  on  30-year  Treasury  bone 
ten-year  note  would  be  more  fa 
affected  by  an  easing  of  Fed  m 
policy,  by  a  surprising  moderatia 
flation,  or  by  either,  than  would  I 
bond.  Its  current  state  of  neglec 
market  gives  it  additional  basis  p 
yield  that  it  would  not  otherwia 
An  8.85%  Treasury  return  on 
available  to  individuals  in  deu 
tions  as  small  as  S  1,000  for  son 
outstanding  issues,  S5,000  on 
8y4S  or  in  blocks  of  tens  of  mil 
dollars  for  giant  institutions 
sizes  possessing  excellent  marke 
when  the  time  comes  to  sell. 

Gedale  B.  Horowitz,  senior  pa| 
Salomon  Bros,  in  charge  of  t 
exempt  and  government  bond 
ments,  agrees  that  the  yields  on 
ies,  which  are  barely  less  than  t 
taxable  corporates,  provide  great 
ment  incentive  because  of  marki 
and  freedom  from  early  rede 
Horowitz,  however,  is  torn  betw 
ommendation  of  the  ten-year  n 
the  30-year  bond. 

Of  course  if  Carter  waffles  aga 
fails  to  contain  congressional  h 
on  spending,  then  all  bets  are  ofj 
he  means  business  this  time.  I  s 
believe  he  does.  ■ 
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How  much  will  your  money  be  worth 

next  year? ...  In  5  years? . . . 
if  you  buy  some  of  these  stocks  now? 

We  believe  it  will  be  worth  substantially  more.  And 
keeping  in  mind  the  risks  involved,  we  do  not 
hesitate  to  recommend  these  stocks  to  you. 


Quality  growth  stocks 
^  ^  at  bargain  prices. 

These  big,  solidly  financed  companies  are  selling  at 
35%  to  60%  of  their  earlier  highs  even  though  they 
have  shown  impressive  growth  in  both  profits  and 
dividends  over  the  years.  Nobody  can  guarantee 
they'll  continue  these  successful  records,  but  they 
sure  look  good  to  us. 


Sound  stocks 
^  ^  yielding  up  to  9% 

These  stocks  not  only  give  you  a  liberal  return  on  your 
money  now,  but  there's  a  fine  opportunity  for  higher 
payments  in  the  future.  All  5  of  these  companies  have 
been  paying  dividends  continuously  for  at  least  60 
years,  and  we  believe  they'll  continue  to  do  so. 


Low-priced  stocks 
^  ^  with  strong 
profit  prospects 

Here  are  5  companies  which  are  prospering  and 
growing,  yet  are  selling  low  enough  so  that  price- 
earnings  ratios  are  from  7  to  9.  So  while  they  are 
speculative,  it  would  seem  that  this  places  some 
limitations  on  the  downside  risk.  We  think  they  offer 
attractive  gain  potentials. 


Good  stocks 
selling  low  on 
earnings  and  assets 

These  stocks  fit  time-tested  criteria;  they  sell  near,  or 
under  book  value;  give  good  yields;  pay  dividends 
dependably;  have  conservative  finances— and  are 
undervalued,  in  our  opinion.  We  feel  risk  is  minimal 
and  these  stocks  offer  you  opportunity  for  worthwhile 
capital  appreciation. 


[?[LGD8  When  you  send  for  these  4  Special  Reports,  you  will  also  receive 

right  from  the  press  on  December  11th 

nited's1979  Forecast  for  Stocks,  Bonds,  and  Business 

Business  •  Inflation  •  Stock  Market  •  Interest  •  Earnings  •  Dividends  •  Retail  Trade 
•  Building  •  Autos  •  Energy  •  Labor  •  Special  Stock  &  Bond  Selections  . .  .  and  more 

[?Q:QD8  You  will  also  receive— (a  $19  Value  alone)— 
fweek  subscription  to  United  Reports  on  Business  and  Investments 

This  entire  package  of  Stock  Market  advice  and  Business  information . . .  $g 


Mail  the  postage-paid  card  today  for  this  big  package  of  advice, 

„  UNITED' 

Business(3  Investment  Service 


only 


Established  in  19  19 


210  Newbury  St..  Boston.  MA  021 16 


Vlarket  Comment 


One  fact  of  life:  Unless 
inflation  is  reversed, 
dollars  are  the  wrong 
things  to  own. 

COMMON 
STOCKS: 
THE  BEST 
HEDGE 

By  Lucien  O.  Hooper 

Most  of  us  feel  chas- 
tened by  the  stock 
market's  behavior  late- 
ly. That's  unpleasant, 
but  it  may  be  good  for 
us.  It  may  help  us  face 
facts  rather  than  allow 
ourselves  to  think  only 
in  terms  of  v^hat  we 
would  like.  We  know 
that  some  of  the  things 
we  thought  were  true  were  actually  in 
error;  but  not  all  we  believed  was  wrong, 
as  so  many  now  assume. 

If  the  market  follows  its  traditional 
pattern,  the  very  sharp  rally  will  be  fol- 
lowed by  a  selective  testing  of  the  old 
lows  during  a  period  of  dull  trading. 
There  will  be  less  volume  for  a  while,  and 
the  return  of  the  public  to  common 
stocks — at  such  a  rapid  pace  last  sum- 
mer— will  slow  down.  We  are  not  going 
to  move  right  back  into  the  same  type  of 
stock  market. 

In  spite  of  our  emotional  reaction  to 
this  recent  market  experience,  we  should 
remember  that  stocks  are  now  cheaper 
and  better  investments  to  own  than  they 
were  when  the  Dow  Jones  index  was 
above  900.  Stocks  are  cheaper  in  Novem- 
ber than  they  were  in  August.  Nonethe- 
less many  of  us  who  loved  them  in  the 
late  summer  tend  to  hate  them  as  winter 
looms  ahead. 

We  have  been  talking  about  control- 
ling inflation  only  by  reducing  taxes.  We 
should  recognize  that  the  only  way  to 
end  inflation  is  for  every  country  in  the 
world  (not  just  the  U.S.)  to  collapse 
(that's  the  right  word)  the  size  of  govern- 
ment. To  lower  taxes  without  cutting 
back  spending  at  a  greater  rate  than  the 
tax  cuts  would  increase  inflation,  since 
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deficits  necessitate  creating  more  money 
(confetti)  and  thus  accelerate  the  rate  of 
dollar  depreciation. 

Of  course,  if  the  government — and 
that  includes  schools,  municipalities, 
states  and  authorities  as  well  as  Wash- 
ington— spends  less,  there  will  be  less 
economic  activity.  The  economy  won't 
be  so  prosperous;  there  will  be  more  dis- 
tress; there  will  be  more  unemployment; 
the  risk  that  mere  recession  will  turn 
into  a  real  depression  will  increase.  I  may 
be  wrong  (and  have  been  often),  but  it 
seems  to  me  that  the  public  is  now  clam- 
oring for  lower  taxes  while  insisting  on 
only  small  cuts  in  services. 

It  is  now  clear  that  the  U.S.  dollar  is 
not  the  worst  currency  in  the  world. 
Over  the  years,  inflation  has  not  acceler- 
ated here  as  it  has  in  most  other  coun- 
tries. What  hurt  recently,  in  addition  to 
the  oil  imports-created  trade  deficit  and 
our  inflated  appetite  for  foreign  goods, 
was  that  the  dollar  has  not  been  "as  good 
as  gold"  in  handling  its  two-generation 
exclusive  function  as  the  standard  of  in- 
ternational settlements.  Remember, 
whether  other  nations  like  it  or  not, 
there  is  no  other  currency,  in  the  long 
run,  strong  enough  to  do  this.  Not  the 
German  mark,  the  Swiss  franc,  the 
French  franc  or  even  the  lapanese  yen. 

It  seems  to  me  that  there  are  several 
directions  in  which  events  may  carry  the 
world  economy,  but  I  can't  be  positive 
which  way  we  will  go  in  the  short  run  or 
the  long  run.  I  do,  however,  feel  greater 
conviction  about  the  short  run.  The  first 
possibility  is  a  rapid  increase  in  inflation 
worldwide  followed  by  a  real  economic 
collapse  and  a  new  unit  of  currency, 
something  similar  to  what  Franz  Pick 
has  talked  about.  The  probability  is  this 
won't  happen. 

The  second  possibility  is  more  of  the 
same  inflation,  perhaps  at  rates  of  6%  to 
12%  annually,  accompanied  by  a  lot  of 
nervousness,  the  usually  ineffective  con- 
trols and  more  of  the  same,  often  mean- 
ingless, talk  about  "doing  something" 
about  it.  This  is  the  best  bet. 

The  third  possibility  (and  I  surmise 
that  this  would  come  about  quite  slowly) 
is  enough  public  willingness  to  accept 
the  consequent  distress  to  cutting  all 
government  outlays — including  employ- 
ment, pensions,  education  and  regula- 
tion— by  spending  at  least  20%  to  30% 
less  than  now.  Once  started,  this  could 
be  done  rather  fast,  with  a  cleaver  rather 
than  with  a  penknife.  That  could  hap- 
pen. Watch  out  for  it. 

Now  you  guess!  There  may  be  some- 
thing I  have.not  thought  of.  I'm  sure  the 
answer  is  not  to  freeze  the  buying  power 
of  the  dollar  as  of  a  given  date,  and  I'm 
sure  we  won't  stop  inflation  without 


making  a  drastic  (and  recession-ore 
reduction  in  government.  The  issue 
ly  is  up  to  the  people.  The  Presiden 
Congress  will  continue  trying  to 
up  the  present  order  until  they  ha 
unmistakable  mandate  to  do  othei 
Right  now  they  have  no  such  mant 

One  other  fact  of  life  sticks  out  a 
just  as  it  has  all  along.  Unless  inflat 
reversed,  dollars  and  dollar  equiv; 
are  the  wrong  things  to  own.  Rega 
of  what  they  do  in  the  market,  cor 
stocks  probably  still  are  the  best 
against  inflation.  If  you  think  inflal 
ending,  and  dollars  will  be  worth 
and  more  in  buying  power,  then 
means  sell  all  you  have  and  put  i 
dollars,  U.S.  Treasury  bills,  savings 
and  the  like. 

It  IS  difficult  for  the  owner  of  i\ 
portfolio  of  common  stocks  to  i 
that  he  owns  exactly  the  same 
today  that  he  did  when  prices  weri 
or  25%  higher.  It  seems  to  me  th 
owner  of  common  stocks  should  al 


sure  we  wont  stop  i\ 
tion  without  making  a  dri| 
(and  recession  creating 
duction  in  government." 


ognize  that  stocks  are  very  cheil 
that  they  should  not  be  dumped  I 
gust.  Earnings  of  a  representative  I 
companies  in  the  third  quarter  wil 
proximately  21%  higher  than  the  l 
in  the  same  period  a  year  ago.  ll 
same  token,  the  market  price  oil 
stocks,  has  been  about  20%  less  1:1 

The  irony  of  all  this  is  that  stol 
ues  have  been  crumbling  rapidll 
time  when  everyone  has  been  vl 
about  the  dollar  losing  more  and  rl 
its  value.  The  effect,  of  course,  is  tl 
pound  the  decline  in  the  price  of  eel 
Stock  prices  have  been  going  dovil 
the  dollar,  which  buys  stocks,  hal 
going  down  too.  The  decline  in  I 
quotations  has  been  big  in  itself,  bl 
even  bigger  when  dollars  are  wortl 

Actually,  fundamentals  have  ncl 
important  in  the  performance  I 
stock  market  recently.  Trends  ha\l 
determined  by  the  way  stocks  ha^l 
owned  and  the  emotional  attitucl 
financial  necessities  of  those  whl 
'owned  them.  Stocks  have  been  scl 
because  they  are  going  down  eveB 
They  have  been  sold  also  because  I 
gin  account  distress.  There  wasB 
rush  of  margin  buying  in  the  lati 
mer  and  early  fall  when  the  publB 
denly  became  more  active  in  the  I 
than  it  had  been  for  years.  Many  (I 
new  margin  accounts,  particularlB 
concentrated  in  gambling  stocB 
more  speculative  secondary  issu<B 
denly  became  owned  by  nervous  I 
comfortable  stockholders.  ■  I 
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Puerto  Rico.  It  is  directed  to  in- 
vestors, brokers,  dealers,  invest- 
ment counselors,  bankers  and  all 
persons  interested  in  Puerto  Rican 
securities. 

Apart  from  publishing  timely, 
reliable  and  objective  articles  that 
relate  to  all  aspects  of  the  economy, 
the  BUSINESS  REVIEW  has  regu- 
lar features  such  as  Business  Briefs" 
—notes  on  financial  information 
concerning  Puerto  Rico— and 
"  Puerto  Rico  in  the  News"— an  up- 
to-date  guide  on  current  articles  of 


interest  appearing  in  all  the 
media. 

The  BUSINESS  REVIEW 
is  published  by  the  Govern- 
ment Development  Bank 
for  Puerto  Rico,  one  of 
whose  primary  func- 
tions is  to  act  as  issuing 
agent  for  bonds  to  finance 
vital  public  improvements 
in  Puerto  Rico.  These  bonds 
have  a  triple  exemption  from 
federal,  state  and  local  in- 
come taxes.  At  current  market 
prices,  Puerto  Rican  Bonds  pro- 
vide attractive  yields. 
For  further  information  about 
Puerto  Rican  government  se- 
curities contact  your  own  broker 
or  dealer  If  you  would  like  to  re- 
ceive a  free  subscription  to  our  in- 
formative monthly  newsletter— 
PUERTO  RICO  BUSINESS 
REVIEW- write: 


GOVERNMENT 
DEVELOPMENT 
BANK  FOR 
PUERTO 
RICO 


1 


Minillas  Government  Center 
De  Diego  Ave, ,  Stop  22 
San  Juan,  Puerto  Rico  00911 
(809)726-2525 
140  Broadway,  New  York,  N.Y.  10005 
(212)422-6420 


□  1  would  like  to  receive  a  free  subscription 
to  Puerto  Rico  Business  Review. 


_Zip  Code_ 


L 


Puerto  Rico^IXS* A» 


FB-ll-27 


Stock  Comment 


It  shouldve  been  clear 
that  the  days  when  the 
dollar  ivas  the  center  of 
the  universe  ended  20 
years  ago. 

MORE  TO 
COME? 

By  Heinz  H.  Biel 

Realizing  that  a  stiff 
upper  lip  and  Band- 
aids  would  not  stop 
the  hemorrhaging  of 
the  dollar,  Federal  Re- 
serve Board  Chairman 
Miller  and  Treasury 
Secretary'  Blumenthal 
finally  got  their  act  to- 
gether. The  program  is 
realistic.  With  a  war 
chest  m  the  tens  of  billions  of  dollars 
and  assured  of  the  eager  cooperation  of 
the  central  banks  of  Germany,  Japan 
and  Switzerland,  the  impact  may  be 
strong  enough  to  stop  the  flight  from 
the  dollar. 

This  rescue  operation  came  not  one 
day  too  soon.  The  point  was  approaching 
when  the  holders  of  some  $500  billion 
floating  around  outside  the  U.S.  were 
getting  more  than  just  a  little  impatient 
with  our  somewhat  arrogant  policy  of 
"benign  neglect."  It  should  have  been 
clear  to  our  people  in  Washington  that 
the  days  when  the  dollar  was  the  center 
of  the  universe  came  to  an  end  nearly  20 
years  ago. 

The  initial  success  of  the  rescue  action 
was  impressive.  Undoubtedly  it  was  ac- 
centuated by  short  covering  by  those 
who  had  been  aggressively  bearish  on  the 
dollar  or  who  had  just  been  hedging  their 
future  dollar  receipts. 

But  will  it  work  in  the  long  run?  That 
is  an  iffy  question  depending  largely  on 
the  crucial  problem  of  our  gaining  con- 
trol over  inflation.  The  steep  increase  in 
the  Federal  Reserve  Board's  discount  rate 
to  an  unprecedented  9V2°/o  and  the  rais- 
ing of  reserve  requirements  are  coura- 
geous steps  in  the  right  direction.  But 
that's  only  the  beginning. 

For  curing  the  cancer  of  inflation,  we 
also  need  balanced  budgets  and,  especial- 
ly, much  stricter  Hmitations  on  the  cre- 
ation and  the  use  of  credit.  Despite  the 
clamor  over  high  interest  rates,  credit 
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has  been  and  still  is  too  cheap,  thanks  to 
our  populist  policies  and  the  conduct  of 
the  Federal  Reserve,  which  untjl  now  has 
been  far  too  accommodating. 

If  a  homebuyer  pays  10%  interest  on 
his  mortgage,  something  like  4%  is  be- 
ing absorbed  by  federal  and  local  income 
tax  savings,  and  the  remainder  is  less 
than  the  inflation  rate.  So  the  home- 
buyer  actually  ends  up  making  2%  to  3% 
a  year  on  his  borrowed  money  at  the 
expense  of  all  of  us. 

That's  the  sort  of  thing  that  has  been 
feeding  our  inflation  all  along.  And  the 
same  goes  for  consumer  credit.  But 
would  you  like  to  be  the  politician  who 
proposes  stiff  down  payments  and 
shorter  maturities  on  the  purchase  of 
homes  and  cars?  Interfering  with  the 
American  way  of  life  is  political  suicide. 
Is  President  Carter  ready  for  it? 

Regardless  of  politics,  one  has  to  sym- 
pathize with  the  President.  Undoubtedly 
he  is  sincere  in  his  efforts  to  halt  infla- 
tion, or  at  least  to  slow  it  down.  It  is 
unfortunate,  however,  that  what  has  to 
be  done  is  almost  impossible  to  accom- 
plish in  a  democracy,  unless  the  populace 
has  suffered  so  much  in  previous  infla- 
tions that  it  prefers  to  accept  serious 
hardships  rather  than  suffer  losing  its 
money  once  again.  That's  why  the  Ger- 
mans refuse  to  be  conned  into  "reflat- 
ing" their  economy. 

President  Carter's  guideline  proposals 
are  regrettable,  not  because  they  are  like- 
ly to  be  as  ineffective  as  his  predecessor's 
WIN  buttons,  but  because  they  legiti- 
mize inflation  at  specific  rates. 

It  is  okay,  says  the  President,  to  raise 
wages  by  up  to  7%  a  year  and  prices  by  a 
little  less.  No,  Mr.  Carter,  it  is  not  okay. 
These  so-called  guidelines  for  wage-and- 
price  increases  are  bound  to  make  people 
believe  in  the  inevitability  of  continuing 
inflation  at  at  least  the  prescribed  per- 
centages. And  people  will  act  according- 
ly, borrowing  up  to  the  hilt,  expecting  to 
be  able  to  pay  off  the  debt  in  cheaper 
dollars — just  as  the  federal  government 
has  been  doing  for  years  and  years. 

Wall  Street's  first  reaction  to  the  dollar 
support  program  was  one  of  jubilation.  A 
grossly  oversold  stock  market  simply 
jumped  with  joy.  (The  shorts  jumped, 
too,  but  the  joy  was  lacking.)  Actually, 
the  Federal  Reserve  Board's  action  to 
make  credit  tighter  and  more  expensive 
is  something  that  is  normally  abhorrent 
to  the  stock  market.  Why  this  sudden 
enthusiasm  for  swallowing  bitter  pills 
that  may  cure  inflation,  but  at  the  risk  of 
fostering  a  recession? 

The  only  explanation  that  makes 
sense  is  that  a  successful  stabilization  of 
the  dollar's  exchange  rates  would  restore 
the  confidence  of  foreign  investors  in 


dollar  securities,  especially  U.S.  con 
stocks.  After  all,  stock  market  rist 
bad  enough.  Why  make  it  worse  b> 
ing  the  exchange  risk?  That  was  tl 
vious  reason  why  foreigners  shunm 
stocks,  despite  the  fact  that  they 
very  reasonably  priced  and  despit 
relative  cheapness  of  the  dollar, 
our  stock  market  slumped,  foreign 
kets  did  very  nicely.  Well,  let's  ho{ 
stabilization  of  the  dollar  works.  W 
tainly  can  use  some  healthy  f( 
buying. 


"Would  you  like  to  be  the 
tician     who  proposes 
down  payments?  Interfe 
with  the  American  way  oj 
is  political  suicide." 


It  is  more  difficult  to  understai 
bond  market's  enthusiastic  respt 
the  increase  in  reserve  requiremer 
the  discount  rate.  Normally,  that 
be  poison  for  the  bond  market, 
they  expecting  an  immediate  end 
flation?  If  so,  there  will  be  a  rude 
ening.  Personally,  I  doubt  that  be 
terest  rates  have  reached  the  peak 
cycle,  but  it  may  not  be  very  far 
both  in  time  and  distance. 

Once  interest  rates  have 
prices  will  improve  and  with 
provement  will  come  a  realistic  pi 
of  worthwhile  capital  gains.  Bor 
callable,  however,  and  corporatio 
use  the  first  opportunity  to  refun 
high  coupon  bonds  at  a  lower 
rate,  as  they  did  on  several  occasic 
year.  Investors  do  not  like  to  los 
bonds  and  be  forced  to  reinvest. 

This  contingency,  albeit  a  pn 
one  for  the  holder,  can  be  avoi 
buying  utility  stocks  in  lieu  of  hig 
bonds.  Stocks  not  only  are  not  su  [ 
redemption,  but  most  of  the  bett'j 
ity  utilities  have  a  record  of  gradLl 
dend  increases,  year  after  year,! 
thing  that  never  happens  with  bo  [ 
cept  for  a  small  number  of  "floatiij 
bond  issues). 

I  see  no  great  urgency  to  buyl 
stocks,  or  any  stock  for  that  mati 
there  are  some  to  keep  your  eyej 
cause  they  are  not  only  good,  \\ 
have  declined  to  the  lowest  level  il 
two  years.  For  instance,  Taxas  I 
(18),  yielding  8.2%;  Public  Sen  icel 
ana  (25),  yielding  8.6%;  U"wco«.s»>l 
Pouer  (251/2),  yielding  8.7%;  oil 
Electric  (17),  yielding  8%.  These  :| 
companies,  as  reflected  in  the  hi[ 
ity  rating  of  their  bonds. 

I  also  continue  to  favor  the 
American    Telephone   &  Telegral 
whose  present  7.6%  return  wil| 
over  8%  when  the  dividend  rate 
from  $4.60  to  $5,  probably  at  t| 
February  meeting.  ■ 
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eep  our  subscription  fees  to  long-term  subscribers 
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400-page  Investors  Reference  Service  (illustrated 
bove)  at  no  extra  cost.  You'll  receive  all  the  new  full- 
age  reports  to  be  issued  in  the  next  10  weeks  on  the 
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Thus  you'll  find  it  convenient  to  have  The  Investors 
Reference  Service  at  your  fingertips  whenever  you 
need  facts  and  figures,  as  well  as  Value  Line's  pro- 
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INTERESTED 

!N  OBTAINING  A  MAJOR  STAKE 
IN  THE  VAST,  FAST  GROWING 
SOLAR  ENERGY  INDUSTRY? 

.  .  .  Then  Contact  Us  Now! 

Major  manufacturer  of  solar  collector  panels 
seeks  joint  venture,  or  acquisition  with  pro- 
ducer of  tiot  water  tanks  or  similar  product 
line. 

Our  company  possesses  full  and  exclusive 
rights  for  producing  one  of  Europe's  most 
highly  respected,  extensively  used  high  perfor- 
mance solar  hot  water  collectors.  After  millions 
of  dollars  of  research  and  development  and 
over  5  years  of  manufacturing  and  major  instal- 
lations, OUR  COLLECTOR  IS  READY  FOR  THE 
MOST  EXTENSIVE  U.S.  MARKETING  PRO- 
GRAM the  industry  has  seen  to  date!  (HUD 
accepted  -  test  results  already  completed.) 

Major  equity  interest  available  to  progressive, 
established  volume  manufacturer  capable  of 
implementing  the  sales  of  tank  and  collector 
systems  to  residential  and  commercial  end 
users.  (Preferably  but  not  necessarily  manu- 
facturers of  hot  water  tanks,  copper  or  similar 
products.) 

CALL  FOR  EXCHANGE  OF 
DETAILS  AND  REFERENCES 

Mr.  Jeffers,  Vice  President 

212-682-0008 

or  write 
SHELTECH-SOLAR 
A  Teletrans  Industries,  Inc. 
Associated  Company 
(Listed  Intermountain  Exchange  &  Traded  OTC) 
501  Fifth  Ave.,  N.Y.,  N.Y.  10017 


Increased 

Quarterly 

Dividend 

700  per 

Common  Share 

(Formerly  65?  per  share) 

Payable: 

December  15, 1978 
Record: 

November  17, 1978 
Declared: 
October  25,  1978 

Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 

Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 


\fenture  Capital 
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The  market  screamed 
in  October  before  re- 
covering its  nerve. 

THE 

OUCH 

FACTOR 

By  Thomas  P.  Murphy 

On  a  stock  market 
Richter  scale  of  0  to  10, 
the  October  plunge  was 
a  solid  8.  During  the 
worst  of  it  in  late  Octo- 
ber my  Wall  Street 
friends  were  as  pan- 
icked as  I  have  ever 
seen  them.  One,  a  vet- 
eran who  started  in 
1929,  told  me  he  had 
never  been  through  anything  like  it: 
"Worse  than  '29,"  he  said.  "Worse  than 
'37,  it  just  keeps  going  down."  I  suggest- 
ed that  he  go  home  that  night  and  have  a 
drink.  He  thanked  me  for  the  idea. 

It  was  not,  of  course,  the  worst,  but 
like  dental  surgery  the  most  recent  visit 
seems  the  worst  at  the  time.  Neverthe- 
less, it  was  one  to  remember.  The  Dow 
Jones  industrials,  everybody's  misleading 
average,  fell  11.7%  from  Oct.  16  through 
Nov.  1.  Those  of  us  involved  with  small- 
er companies  only  wish  that  11.7%  was 
the  true  extent  of  the  damage.  Many 
NASDAQ  over-the-counter  stocks  were 
savaged  25%  to  50%. 

What  happened  and  why?  I  do  not 
quite  buy  the  most  popular  explanation 
Wall  Street  handed  out  to  the  press  at  the 
time.  Mostly,  they  said,  that  stock  buy- 
ers lacked  confidence  in  Jimmy  Carter's 
Phase  n  anti-inflation  program.  The  mar- 
ket was  already  heading  south  before 
Carter  spoke,  and  the  speech,  basically, 
was  surprise-free.  Any  partner  at  Gold- 
man, Sachs  could  have  written  it  last 
summer. 

What  really  happened  was  not  a  selling 
panic,  though  it  turned  into  one,  but  the 
blander  emotion  of  buyer  hesitancy. 
That,  in  turn,  stemmed  from  two  wor- 
ries that  The  Street  assumed  were  al- 
ready discounted,  tighter  money  and 
higher  interest  rates.  With  inflation 
threatening  to  go  magic  number  (double 
digit),  and  the  bank  prime  lending  rate 

Thomas  P.  Murphy  heads  a  venture  capital  firm. 
Partnership  Dankist.  Stamford,  Conn. 


already  past  it,  there  was  ample  rt 
for  buyers  to  sit  on  their  hands  on 
day  morning,  Oct.  16.  There  was 
more  reason  to  stay  there  once  the 
off  started  rolling. 

The  Street  is  a  little  shy  about  di; 
ing  margin  calls.  By  the  end  of  0< 
they  were  going  out  in  blizzards — ^ 
reinforced  the  free  fall  and,  incider 
accounts  for  the  extraordinary  dru 
some  NASDAQ-OTC  high-flyer? 
fered.  Margin  buyers  are  born  v> 
penchant  for  high-flyers. 

Okay,  but  that's  history.  Wha 
probably  want  to  know  from  r 
Should  you  be  in  there  now  eagerl> 
ing  up  bargains  in  stocks  that  are 
25%  and  more? 

For  an  answer  (or  my  guess,  an 
let  me  go  back  into  the  summer  ral 
rationale  that  created  it.  The  su 
scenario  anticipated  higher  interes 
and  tighter  money.  With  steely  i 
vision  it  recognized  that  1979  had 
softer  year  in  the  economy — the 
they  said,  before  the  sunny  upla 
1980.  It  was  that  vision  of  those 
uplands  that  fooled  us:  an  Ame: 
peace  with  itself,  our  social  proble 
ing   solved,    environmental  cos 
sorbed,  energy  problems  containec 
political  climate  favorable  to  bi 
and  capital  formation.  After  15  y 
going  nowhere,  the  stock  market 
begin  making  up  for  a  lot  of  los 
And  people  were  talking  about  a  1 
1500  Dow  Jones  industrial  averag 

Though  I  am  caricaturing  it  here 
the  scenario,  in  fact,  persuasive 
turn  out  that  way.  But  it  overlook 
Carter  and  the  public  opinior 
choose  to  call  the  nation's  num 
problem:  inflation.  Whether  or  n 
ter's  Phase  H  amounts  to  much, 
is  that  the  Federal  Reserve  Boarc 
does  have  the  power  to  slam  the 
my  into  reverse.  Scaring  people 
death  is  part  of  the  cure,  an  essenl 
of  that  process. 

Arthur  Bums,  let  us  recall,  tol 
was  "reducing  inflationary  expec 
in  1974."  I,  for  one,  found  Burns 
mance  in  the  role  most  convmcin 
time.  Almost  too  convincing.  M 
tionary  expectations  were  tho 
doused — and  I  suspect  so  were  th 
good  many  of  my  readers.  Our 
Fed  chairman,  G.  William  Millei 
ises  to  be  a  worthy  successor  tc 
We  now  have  some  govemmer 
going  out  at  the  highest  rate  si 
days  when  the  federal  army  toe 
the  lam  at  Bull  Run. 

It  is  essential,  in  fact,  for  IV 
come  off  as  a  man  singularly  c 
with  the  fight  against  inflation, 
until  there  is  widespread  fear  t 
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:  will  send  the  economy  right  over 
iff,  the  process  is  not  working.  This 
"ouch"  factor,  and  the  stock  mar- 
Teamed  ouch  in  October  before  re- 
ing  its  nerve.  Business  is  next,  and 
idex  for  their  ouch  is  borrowing.  If  a 
o  prime  rate  does  not  shake  you, 
nber,  a  lot  of  smaller  companies 
finance  company  money  are  pay- 
%  over  prime,  and  that  has  to  be 
to  their  ouch.  Consumers  will  be 
mghest  nut  of  all  to  crack.  Every- 
lander  35  knows  that  you  can  never 
30  much  for  a  house,  that  cars  al- 
cost  more  next  year.  Consumers, 
re  insensitive  to  installment  inter- 
tes.  What,  is  the  consumers'  ouch 

William  Miller  will  need  timing, 
and  luck  to  find  out.  Arthur  Bums 
t  certainly  broke  Gerald  Ford's 
on  the  White  House,  and  Miller 
easily  do  the  same  thing  to  [immy 


xong  stock  market  would  be 
]ually  strong  signal  to  the 
ral  Reserve  Board  that  the 
rs  are  not  tight  enough." 


By  temporizing  too  long,  both 
•d  and  the  Administration  made 
•t  landmg  for  1979  impossible.  To 
Administration's  political  timeta- 
v  It  has  to  be  a  hard,  scary  landing 
ill  bring  down  the  inflation  rate 
'  SI)  that  by  the  last  quarter  of  next 
t  the  very  latest,  they  can  begin 
the  economy  back  up  again.  Don't 
rgct  that  it  was  the  good  scare  we 
m  1974  that  gave  us  at  least  a 
ng  spell  in  the  battle  against  dou- 
t  inflation. 

does  this  mean  for  the  stock 
;  Erratic  swings,  certainly,  and 
ady  saw  one  following  the  dollar 
ation  announcement.  We  could 
uck  a  lot  of  money  out  of  Europe 
■  American  market  over  the  next 
But  a  rising  market  means  that 
s  are  not  worded,  so  business- 
)bably  are  not  worried  and  con- 
will  go  right  on  with  their  bor- 
ind  spending  ways.  Thus  a  strong 
arket  would  be  an  equally  strong 
>  Miller  and  the  Federal  Reserve 
lat  the  screws  are  not  yet  tight 

face  it:  Most  of  us  are  not  yet 
■uch,  but  we  are  going  to  have  to. 
lid  not  suggest  this  time  as  a 
buying  juncture  in  the  stock 
It  is  a  fine  time  to  make  a  little 
if  history  is  any  precedent,  NAS- 
jr-the-counter  will  be  where  the 
are. 

the  ouches  get  loudest,  and  edi- 
'ters  start  calling  our  Federal  Re- 
ird  Chairman  Madman  Miller, 
be  the  time  to  buy.  ■ 


"Evo  things 


Execution.  Trades  are  executed  through  a  team  of 
salaried  trading  specialists  instead  of  a  commissioned  sales- 
man •  Direct  voice  contact  with  the  NYSE,  ASE  and  CBOE 
floors  •  Direct  computer  access  to  regional  markets  and 
NYSE  specialist  posts  •  Complete  full-option  display  quote 
service  with  retrieval  of  all  stock  and  option  prints  for  the 
day  •  "Inside  market"  NASDAQ  execution  on  OTC  issues 

•  Full  range  of  execution  on  debt  securities 

Custody*  AH  accounts  held  in  custody  by  a  national 
clearing  firm  •  On-line  computer  terminals  for  instant  ac- 
count status  of  positions,  money  balances,  and  buying 
power  •  Capacity  for  large,  active  margin  accounts  •  Nation- 
wide C.O.D.  deliveries  •  Qualified  accounts  may  earn  in- 
terest on  credit  balances  with  free  checking  account 
privileges  •  Complete  portfolio  accounting  services 

•  Securities  in  each  account  protected  to  $500,000 

What  we  do  discount  are  commissions,  from  30%  to 
81%  off  the  last  NYSE  fixed  rates  in  effect  prior  to 
May  1,  1975.  For  complete  information  on  our  commis- 
sions and  services,  send  or  call  for  our  free  brochure 
and  application.  Call  toll  free  at  800-221-5338  or  in 
New  York  State  collect  at  212-269-9127. 


Source  Securities  Corporation,  70  Pine  St.,  New  York,  N.Y.  10005 

□  Please  have  someone  from  Source  call  me. 

□  Please  send  me  your  free  Commissions  and  Services  brochure 
and  new  account  application. 

Name  


Address, 
City  


_State_ 


-Zip. 


Bus.  Tel. 


.Home  Tel. 


' — — Q' 

MEMBER  NYSE,  NASD,  SIPC 

The  broker  for  experienced  investors 


GIVE... 

SO  more 
will  live 

HEART/ 
FUND 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Idea!  ior  exrt  iiti\ t-  type  pt-rMHi,  K.E  Ins, 
and  sUK'kbrokers.  Operate  from  your  own 
dignified  professional  office-  Clients  come 
to  you  for  Business  Capital  Assistance.  Must 
be  sincere  with  well-rounded  business  liack- 
gronnd    Instant  Hi  income  for  right  person. 

$U.S.  18.000  Cash  Will  Handle 

For  details  write  eiving  phone  no  to 

OR  Call  Mr.  Vander:  (213)  463-4841 

DepI  5.  Computet  Capital  Corp 
S9Z2  Hollynootl  Blvi) .  Los  Anseles.  Calit  9002B 
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Market  Comment 


Forbes 

CLASSIFIED 

appears  in 

the  first 

issue 
of  every 

month. 

Lool<  for  it 

in  the 
upcoming 

issue. 

For  rates 
and  other 
information 
on  FORBES 
CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


MONEY&INVESTMENI 


Hes  not  in  the  busi- 
ness for  safety,  hes  in 
for  the  capital  gains 
and  the  tax  savings. 

THE 

SERIOUS 
INVESTOR 

By  Peter  G.  Banzhaf 

Once  in  a  great  while 
I  come  across  a  real  in- 
vestor and,  somehow,  I 
know  that  I'm  in  the 
presence  of  what  is  es- 
sentially a  different 
species. 

The  big  difference, 
the  reason  he  is  so  ex- 
traordinarily success- 
ful, seems  to  lie  in  his 
total  concentration.  And  I'm  terribly 
afraid  it's  a  trait  the  rest  of  us  cannot 
acquire. 

When  I  say  "real"  investor  I  am  refer- 
ring to  someone  who,  against  all  odds, 
has  either  made  really  serious  money  in 
the  market  or  appears  to  be  in  the  pro- 
cess of  so  doing.  And  somehow,  though 
we  all  talk  the  same  language,  this  person 
is  as  separate  from  the  rest  of  us  as  Jack 
Nicklaus  is  from  a  local  tournament  golf 
player. 

It  may  seem  inappropriate  to  talk 
about  people  getting  rich  in  a  market 
where  escaping  with  your  life  should  be 
the  first  order  of  the  day.  But  such  mar- 
kets pass  and  it's  important  for  each  of 
us  to  look  realistically  at  what  we  are 
likely  to  accomplish  in  the  stock  market. 
To  know  what  we  are  and  to  know  what 
we  are  not. 

So  let's  look  at  the  truly  successful 
investor.  How  does  he  differ?  First,  as 
noted,  there  is  the  matter  of  concen- 
tration. It  may  seem  a  simple  thing, 
but  I  think  it  is  not.  For  he  is  abso- 
lutely single-minded  about  his  commit- 
ment to  investing.  And  his  goal — 
which  is  to  become  rich — is  entirely 
uncorrupted  by  thoughts  of  diversifica- 
tion or  concessions  to  the  preservation 
of  capital. 

Frankly,  most  of  us  aren't  willing  to 
make  this  kind  of  effort  or  accept  its 
risks.  We  may  Walter  Mitty  it  a  little  bit 
every  now  and  then — dreaming  about 
tuming  our  modest  ventures  into  a  seri- 

Peter  G.  Banzhaf  is  a  rice  president  of  Robert  w; 
Baird  &  Co.,  Milwaukee,  Wis. 


ous  market  effort — but  we're  onl^ 
tending,  we  don't  really  mean  it.  W 
don't  care  enough.  And  faking  ii 
doesn't  work. 

Why  is  concentration  so  esse 
Well,  among  other  things,  it  tran 
into  work.  The  real  mvestor  works 
er.  He  reads  endlessly,  studies  in  g 
depth,  will  travel  to  far-off  plants  a 
will  dig  more  carefully  into  hi 
sheets  and  10-Ks. 

Then  there  is  instinct,  which  is 
ably  hereditary.  While  he  certainly 
his  toe  every  now  and  again,  'f 
investor  has  an  instinct  for  profit  i, 
of  us  lack.  When  he  finds  a  wmni 
seems  to  know  it  and  has  the  patic  I 
stick  with  it  in  big,  big  chunks  u| 
works  out. 

Which  brings  us  to  the  mat  I 
leverage.  Because,  when  the  m 
seems  right,  the  true  investor  w 
every  bit  of  it  he  can  get  his  hanj 
Not  that  he  uses  margin  all  the[ 
He  knows  better  than  that.  But  [ 
the  right  story  comes  along — a| 
has  had  a  chance  to  do  his 
work — he's  a  fearless  user  of  boi| 
money.  To  be  honest,  it's  a  stn 
don't  have  the  stomach  for  and, 
quently,  it's  difficult  to  suggest] 
others. 

Additionally,  our  friend  likes  t| 
centrate  his  holdings.  Maybe  noti 
one  basket,  but  the  number  of  bl 
that  he  is  willing  to  use  is  dell 
limited.  Diversification  is  for  ycj 
me,  not  for  him.  He's  not  in  the  bil 
for  safety,  he's  in  for  the  capita] 
and  the  tax  savings  that  he  can 
as  a  long-term  investor. 

He  knows,  moreover,  that  his  i| 
it-yourself  enterprise.  He  simphi 
afford  to  put  too  much  faith  in  thi| 
of  some  buttoned-down  semistr; 
competent  though  he  may  be- 
other  end  of  the  telephone.  He  ma| 
own  decisions. 

As  I  said,  the  rest  of  us  don't  h| 
natural  characteristics — his  gifts, 
a  different,  a  tamer  game.  We  11 
succeed,  surely.  And  we  think  vl 
certain  skills.  But  ultimately  w«| 
that  we  are  just  careful  accurri 
hoping  to  stave  off  inflation  an«l 
retirement,  to  be  warmed  by  asl 
sun  as  a  healthy  market  can  suppi 
must  not  try  to  be  what  we  are  n| 
a  sure  way  to  lose  what  modest 
plishments  we  have  gained.  Muc.l 
to  accept  ourselves  as  we  are  an| 
the  best  of  it. 

This  doesn't  mean  that  we  C| 
successful  investors.  Doing  well, 
ly  and  over  a  long  period  of  till 
make  later  life  much  more  accorrl 
ing.  And  I  for  one,  recognizing  il 
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5,  intend  to  try  as  hard  as  I  can.  And 
always  seem  to  be  a  few  stocks 
id  that  look  like  reasonable  vehicles 
eh  an  enterprise. 

ile  the  market's  breathtaking  de- 
has  unquestionably  caused  real 
ge,  such  declines  inevitably  pro- 
opportunity.  Quality  machine  tools 
s,  for  example,  seem  attractive  be- 
of  the  high  volume  expected  from 
uto  and  aircraft  industries  in  the 
immediately  ahead.  Both  Kearney  & 
r  (15)  and  Giddhigs  &  Lewis  (15)  are 
arply  and  look  cheap. 
'ison  Controls  (25)  should  continue 
lefit  from  the  nation's  drive  to  con- 
energy.  Despite  an  outstanding  rec- 
/er  the  last  few  years  and  the  addi- 
f  Globe  Union,  it  has  fallen  from  35 
3pears  undervalued. 
■)ther  unusually  appealing  issue  is 


\cnows,  moreover,  that  his 
do-it-yourself  enterprise, 
imply  cant  afford  to  put 
nuch  faith  in  the  views  of 
buttoned-down  semi- 
xger— competent  though 
ay  he." 


24),  a  major  transportation  man- 
it  firm  with  an  unbroken  record 
ungs  gains  over  the  past  decade. 

from  34,  the  stock  is  worth  a 

look. 

because  the  decline  has  produced 
plethora  of  "cheap"  stocks,  the 

jasily  continued.  Parker  Pen  (22), 

%)  (25)  and  Super  Valu  (17),  are 
.  ndwestern-based  companies  with 

It  records.  They  may  move  lower, 
liie,  but  I  would  not  be  uncomfort- 

juiring  them  at  these  levels. 

■a,  penmaker  supreme  and  owner 

'I'orld's  largest  temporary  help  ser- 
rm  (Manpower,  Inc.),  has  exper- 

Ii  28%  compound  annual  earnings 
rate  during  the  last  five  years, 
"nrp.,  which  is  an  insurance  hold- 
pany,  looks  attractive  with  earn- 
r-share  of  $5.50  projected  for 
has  always  been  a  generous  divi- 
der. 

I  Valu,  the  largest  wholesale  food 
/  in  the  U.S.,  has  increased  earn- 

I  I  compound  annual  rate  of  25% 
last  five  years,  and  looks  just  as 
c. 

1  buying  these  shares — or  any 
keep  in  mind  that  no  matter 
<:y  we  may  occasionally  be,  get- 
is  not  a  reasonable  goal  for  the 
ou  and  for  me.  We  just  don't 
oves. 

thing  that  can  produce  riches 
eliability  is  rich  parents.  Such 
'not  bestowed  upon  me  and  will 
towed  upon  my  progeny.  Sor- 
ong  genes.  ■ 


Tie. 


293rd  COMMON  DIVIDEND 


A  regular  dividend  at  the  increased  rate  of  One  Dollar  ($1.00)  per  share 
has  been  declared  upon  the  Common  Stock  of  American  Brands,  Inc., 
payable  in  cash  on  December  1,  1978,  to  stockholders  of  record 
at  the  close  of  business  November  10,  1978. 
Checks  will  be  mailed. 

C.  A.  Memos,  Vice-President— Finance 
^  October  31,978 

GALLAHER  LIMITED 
Master  Lock  Company 

James  I^.J^f  am  |)isiilling  (fo, 

©Wilson  Jones 

Sunshine  Biscuits,  mc. 

o 

Je^ens 


'acushnet  company 


THE  ANDREW 


COMPANY 


W.R.(f 


i)  &  Sons  Cutlery 


VISIBLE     RECORDS. INC. 


DUFFY -MOTT  COMPANY,  INC. 


AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  N.Y.  10017 


Common  Stock 
Dividend 

The  Board  of  Directors  of 
Central  and  South  West 
Corporation  on  October  19, 1978, 
declared  a  regularquarterly 
dividend  of  thirty-three  and 
one-half  cents  (33V2C)  per  share 
on  the  Corporation  s  Common 
Stock.  This  dividend  is  payable 
November  30. 1978,  to 
stockholders  of  record 
October  31, 1978. 

John  E.Taulbee 

Executive  Vice  President  and 
Chief  Financial  Officer 


Central  and  South  West 
Corporation 

2700  One  Main  Place  •  Dallas.  Texas  75250 

System  Operating  Companies 

Central  Pow/er  and  Light  Company 
Public  Service  Company  of  Oklahoma 
Southwestern  Electric  Power  Company 
West  Texas  Utilities  Company 


GREEN 
TREES 

. . .  black  oil  and  yellow  gold 
are  only  a  few  of  the  colors 
we're  investing  in  for  long- 
term  capital  growth. 

If  you  believe,  as  we  do, 
that  certain  natural  resources 
are  becoming  more  scarce, 
more  in  demand  and  more 
valuable . . . 

Call  or  write. 

ROWE  PRICE 
NEW  ERA  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

For  more  complete  intormation,  mcludmg 
the  management  lee  and  other  charges  and 
expenses,  obtain  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 

800-638-1527 

It  busy,  or  in  Maryland  call 
301-547-2136  collect. 
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PROUD  OF  OUR  PAST.  .  . 
CONFIDENT  OF 
OUR  FUTURE 


THE 
TEMPLETON 


StockTrends 


Two  Mutual  Funds  seeking 
long-term  growth  through  investments 
in  U.S.  and  Foreign  securities. 

r ■■■■■■■■■■[ 
Free  brochure  &  prospectus  available  ■ 

Securities  Fund  Investors,  Inc. 
41  Beach  Drive 
St  Petersburg.  FL  33701 

□ TEMPLETON  GROWTH  FUND 
A  Canadian  mutual  fund 
(first  offered  in  1954) 
OR 

□ TEMPLETON  WORLD  FUND 
A  U  S  investment  company 
(first  offered  in  1978) 

Tell  me  about  your 

□  IRA  (Individual  Retirement 
Account) 

□  HR-10  (Keogh  Plan  for  the 
Self-Employed) 


City 

B  State  Zsi  F0 11-78  B 

■  ■■■■■■■■■■ 


^  THE  DINES  LETTER 
Special  V2  Price 
Trial  Offer!! 

in  late  1968  THE  DINES  LETTER  pre- 
dicted a  long  and  bitter  bear  market  {con- 
cealed by  the  bloating  effect  of  inflation) 
together  with  gold  soaring  from  $35  to  the 
$250-$400  area.  While  these  predictions 
have  not  yet  come  true,  THE  DINES  LETTER 
has  never  stopped  reaffirming  them.  At 
this  critical  juncture,  we  simply  want  you 
to  see  THE  DINES  LETTER  and  we  will  not 
let  price  be  an  obstacle!  So,  we've  cut  our 
regular  "trial  package"  price  of  $10  in 
half  to  $5!  What  harm  could  be  done  by 
merely  examining  a  pro-gold  point  of  view 
not  found  in  Forbes?  THE  DINES  LETTER 
specializes  in  gold.  No  math  or  special 
knowledge  required.  Send  no  messages. 
Merely  forward  this  ad  with  your  name, 
address  and  $5  to  Dept.  JN8M2.  Do  it  now 
—we  don't  advertise  in  Forbes  very  often 
and  you  might  not  catch  our  next  ad. 
Offer  expires  in  one  month. 

Gold  and  gold  stocks  soared  in  1978  at  a 
time  when  many  other  stocks  plunged.  If 
yoyr  present  sources  of  advice  are  nega- 
tive on  gold,  maybe  it's  time  to  get  a 
different  point  of  view.  Let  THE  DINES 
LETTER  explain  "The  Coming  Gold  Crisis 
and  The  Invisible  Crash." 

THE  DINES  LETTER 

P.O.  Box  22,  Belvedere,  Colifornlo  94920 

(Not  assignable  without  your  consent) 
(NY  residents,  please  add  applicable  sales  tax) 


M()NKY&  INVESTMEN' 


Investors  may  be  fac- 
ing one  of  their  best 
long-term  buy  oppor- 
tunities in  a  good 
long  time. 

ALL 
CLEAR? 

By  David  S.  Leibowitz 

WtlE.N    rHKY    BUST  THE 

house  of  ill  repute  they 
also  arrest  the  piano 
player.  Yep,  I  know 
that's  a  tired  one,  but 
it's  the  easiest  way  to 
talk  about  the  recent 
bust  on  the  stock  mar- 
ket. In  14  trading  ses- 
sions following  Oct. 
1  1,  the  Dow  Jones  in- 
dustrial average  declined  109  points,  or 
12.1%,  the  New  York  Stock  Exchange 
composite  index  fell  12.9%,  the  Ameri- 
can Stock  Exchange  composite  index 
tumbled  20.5%,  and  the  NASDAQ  indus- 
trial index  was  off  22.4%. 

Has  the  debacle  run  its  full  course?  I 
don't  know,  but  I  do  know  that  investors 
were  not  overly  discriminating  in  the 
stocks  they  sold.  Yes,  the  market  rallies 
earlier  this  year  were  led  by  less-than- 
blue-chip  companies,  but  it  should  be 
pointed  out  that  many  of  these  stocks 
were  trading  at  unrealistically  low  levels 
as  recently  as  ten  months  ago.  Investors 
paid  little  attention  to  the  strong  year- 
end  earnings  reported  by  these  compa- 
nies for  1977,  and  it  was  not  until  it 
became  apparent  that  1978  could  see  a 
continuation  of  this  trend  that  many  of 
these  stocks  began  to  climb.  Again,  even 
at  their  recent  highs,  many  of  these 
stocks  had  price/earnings  ratios  in  line 
with  or  below  historic  levels.  Equally  im- 
portant, there  were  numerous  dividend 
increases  within  this  universe,  and  con- 
siderable strengthening  of  balance  sheets, 
was  evident.  So,  along  with  the  bad  girls, 
a  lot  of  good  girls  got  loaded  into  the 
paddy  wagon. 

Does  the  battering  the  smaller-size 
companies  took  mean  that  their  game  is 
over?  Probably  not.  Rather,  it  is  a  case  of 
the  old  rules  being  more  strictly  en- 
forced. The  euphoria  of  the  past  several 
months  prompted  some  investors  to  lose 

David  S.  l.eihowiiz  is  a  vice  president,  investment 
research  department,  at  Tfrntrison  McKinnou 
Securities 


sight  or  fundamentals  and  gave  ri 
revival  of  the  "greater  fool  theory, 
permitted  many  unworthy  stoc 
score  outlandish  gams,  and  rathe 
taking  profits  on  runups,  speculat 
these  shares  still  higher.  Now  t 
many  of  them  have  come  back  d< 
earth,  the  thud  is  deafening. 

A  good  portion  of  the  recent 
decline  has  been  fueled  by  the  larg 
her  of  margm  calls  going  out  to  m\ 
which  in  turn  creates  more  selli 
suiting  in  lower  stock  prices  an 
tional  margin  calls.  A  period  of  i 
filling  prophecy  may  have  set  in 
the  market  declines  in  response  tc 
one's  belief  that  the  market  will  : 

Should  the  wise  investor,  thcrcl 
chew  small  company  stocks  for  a 
On  the  contrary,  investors  may  bi 
one  of  their  best  long-term  buy  ol 
nities  in  some  time.  But  selectivitl 
key.  Considering  the  unsettled  ec| 
situation  and  the  uncertain 
"voluntary  guidelines,"  too  mucl 
cannot  be  placed  on  fundamen  [ 
dint  of  their  size,  many  of  these 
nies  may  be  precluded  from  raisij 
ital  except  at  prohibitive  cost, 
a  company  is  to  be  the  mastel 
own  destiny,  a  strong  balance  :l 
essential.  At  the  same  time,  loci 
company  that  is  the  leader  in  itil 
try  or  subindustry,  enjoys  above  | 
growth,  shows  a  regular  pattern  [ 
dend  increases,  has  high  aftertal 
margins,  earns  a  high  return  oil 
holders'  equity  and  has  top-fligf 
agement.  Finally,  look  for  co:j 
that  seem  capable  of  increasirl 
ings  next  year,  and  trade  at  IomI 

Here  are  some  of  my  choicef 
them  undeservedly  clobbered  aiij 
fore,  excellent  buys. 

J.L.  Clark  Manufacturing  (27'/!| 
from  33V'2)  is  believed  to  be  the 
largest  specialty  container  manu| 
Founded  in  1904  and  paying  a 
since  1921,  the  company  has  i:| 
payments  annually  since  going  ]| 
1963.  Packaging  items  (80% 
consist  of  metal,  composite  ani| 
plastic  containers  and  tubes 
spice,  tobacco  and  powder  caul 
cosmetic  and  pill  containers;  ilj 
tape  spools;  battery  shells;  razF 
dispensers  and  ointment,  toothjl 
supply  and  cosmetic  cream  tull 
area  also  includes  a  line  of  cl 
wastepaper  baskets,  picnic  fooci 
and  cannister  sets.  Paper  anJ 
tubes  (14%)  are  available  for  a  v| 
ety  of  applications  ranging  fror| 
cal  and  thermal  insulation  to 
straws.  The  balance  of  the  linel 
of  industrial  air-  and  liquid-fill 
for  purifying  chemical  and  ll 
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SPEND  I  MINm  39  SECS.  READINC  THIS  AD  NDW. 
SAVE  VALUABLE  TIME  IN  DECEMBER. 


1  and  filtering  lubricating  oil  in  die- 
igines  to  cite  two  examples.  In  total, 
ompany  produces  more  than  1,100 
lets  that  are  sold  to  some  800  cus- 
rs  including  Johnson  &  Johnson, 
jrmick  ik  Co.,  General  Electric, 
lark  Cards,  Merck,  Kraft  Foods  and 
1  Carbide.  With  aftertax  profit  mar- 
expected  to  approach  10%  for  the 
straight  year,  Clark  could  earn  $2.55 
e  in  fiscal  1978  (ending  Nov.  30)  and 
next  year,  up  from  $2.15  in  1977. 
2W  old  favorites  also  look  attractive 
irrent  levels.  Justiti  Industries  (20 
from  27)  could  continue  to  benefit 
the  construction  boom  in  the  Sun- 
(t  recently  announced  plans  to  ac- 
its  19th  brick  plant,  one  that  spe- 
;s  in  v/hite  and  light-colored  bricks, 
itly  in  great  demand.  In  addition, 
;ramic  Cooling  Tower  subsidiary 
ed  a  $2.2  million  order  from  Cal- 
'ower,  and  the  company  has  com- 
i:d  selling  natural  gas  from  its  East 

!■■■■■■■■! 

n  at  their  recent  highs, 
[f  of  these  stocks  had 
'r  learnings  ratios  in  line 
I  or  below  historic  levels." 

tit'ld.  The  gas  field  currently  con- 
seven  wells,  and  there  is  room  for 
imately  20  more  wells.  Earnings 
rc  could  exceed  $3.85,  vs.  $2.51  in 
id  $4.50  seems  possible  next  year. 
Iiuiustrtes  (7  down  from  12)  now 
consecutive  quarters  of  record 
.s  on  the  books.  The  annual  divi- 
as  increased  20%  to  36  cents,  and 
ilue  exceeds  $10.50.  This  leading 
cturer  and  distributor  of  tools, 
ent  and  supplies  to  the  tire  ser- 
d  retreading  industries  sports  a 
ord  backlog  and  could  enjoy  new 
n  sales  and  earnings  at  several 
i.s.  Beyond  this,  the  James  C. 
r  j  subsidiary,  which  had  been  a 
1  i  money-loser,  is  profitable.  Eam- 
t'^'  share  could  exceed  $1.65  this 
: ,  |l  climb  to  $  1 .85  in  1 979  vs  $  1 .43 

\^,rounds  of  America  ( 13  down  from 
ireached  agreement  with  Holiday 
'  offer  Holiday  Inns'  Trav-L-Park 
.es  the  opportunity  to  join  the 
twork.  The  company  also  an- 
a  transaction  to  bring  three 
unds  (two  are  former  Trav-L- 
to  the  KOA  system,  and  the  sale 
wner  of  two  company-operated 
unds.  It  is  anticipated  that  the 
)yalty  income  from  these  five 
ands  could  exceed  the  profits 
two  KOA  properties.  With  rec- 
nng  activity  and  the  contribu- 
)rofits  being  provided  by  77%- 
ir  Speedy,  1979  earnings  may 
65  a  share,  up  from  this  year's 
1  $2.20  and  last  year's  $1.59.  ■ 


You  or  your  secretary  can  start  and  finish 
much  of  your  Christmas  gift  selecting  right 
here  and  now.  Make  our  incomparably 
delicious  Funsten  Golden  Laurel  nuts  your 
1978  Holiday  greeting.  They  can  be  one  of  the 
most  appreciated  remembrances  you've  ever 
sent. 

The  pick  of  the  crop 

We  select  the  nuts  for  the  Funsten  Family  with 
utmost  care  from  the  bountiful  groves  of  the 
Deep  South,  California  and  Brazil.  They  are 
nurtured  in  sun-drenched  acres,  then  plucked 
at  the  precise  moment  of  perfect  ripeness.  They 
arrive  fresh  and  ready  for  snacking  and 
feasting. 

The  gift  that  keeps  on  crunching 

A  Funsten  selection  is  a  generous  gift  that 
outlives  the  holidays.  It  is  the  ideal  choice  for 
anyone  you  d  especially  like  to  remember,  or 
be  remembered  by. 


5  gets  you  10! 

Take  advantage  of  our  special  Christmas  offer: 
A  10%  discount  on  orders  of  5  or  more  items 
(any  combination).  We  pay  all  shipping 
charges.  We  drop  ship  or  ship  in  quantity  to 
you.  Recipients  get  a  handwritten  card  from 
you.  (We'll  write  it  for  you,  if  you  like.) 

Beat  the  Christmas  crunch  to  the  punch 

Avoid  the  last-minute  Christmas  crunch.  Use 
the  handy  order  form  below  or  call  us  up  to- 
day. We  have  an  exciting  selection  of  seven 
different  choices,  and  a  price  range  wide 
enough  to  accommodate  your  every  gift  need. 
Order  before  Dec.  5  for  Christmas  delivery.  If 
you  call,  ask  for  me,  Trisha.  I  will  personally 
handle  your  order.  (P.S.  Don't  forget  to  pick 
out  something  for  yourself,  too.) 

THE  FUNSTENS 
Jim  and  Trisha 


Jim  and  Trisha  Funsten,  Funsten  Farms,  Box  511,  Fairhope,  Alabama  36532  F-2 

Please  send  (he  following  selection(s)  of  FUNSTEN  GOLDEN  LAUREL  nuts,  (iifl  card(s)  are  are  not  enclosed 

for  you  to  pack  in  each  selection(s).  □  Ship  all  orders  to  address  below  *  □  Dr,-ip  ship  to  recipients.  (NOTE:  Attach  list  to 
this  order  form  -  please  print  clearly  -  with  name(s)  and  address(s)  and  Item  Number(s)  of  recipients  plus  gift  cards.) 
ITEM 

NO.  DESCRIPTION  ITEM  PRICE  (each)     QUANTTTY  TOTAL 

400  4  lb.  box  Luscious  Mammoth  Pecan  "j's  (shelled)  18.95  pp  $   

401  4  lb.  box  Natural  Munching  Almonds  (shelled)  15.95  pp.    

402  4  lb.  box  California  Golden  Walnuts  (shelled)  16.95  pp  

403  1  '/j  lb.  see-thru  box  of  Select  Packed  Pecan  "i's  (shelled)  10.95  pp  

404  2'  J  lb.  Decorated  tin  of  Select  Packed  Pecan  '  i's  (shelled)  13.95  pp  

405  5  lb.  U.S.  No.  1  Plump,  Crunchy  Pecans  (in  paper  thin  shells)   9.95  pp  

406  5  lb.  Extra  Fancy  Mixed  Nuts  in  Shell  (Walnuts,  Brazils,  Filberts,  Almonds, 
Pecans)    8.95  pp  

SUB  TOTAL  QTY.   $   

Alabama  Residents  add  4  %  Sales  Tax    

Fairhope,  Alabama  36532  Figure  10%  discount  here  if  you  order  5  or  more  items   

TOTAL  $   

Method  of  Payment:          Check  or  M.O.  enclosed    Master  Charge   Visa.  Credit  Card  Exp.  Dale   

Credit  Card  Account  No  Customer 

TELEPHONE:  9  am  to  5  pm  Monday-Friday  (314)  727^1888  Signature:   

*  We  ship  UPS  Please  be  sure  to  give  names,  addresses,  and  item  numbers  of  all  persons  receiving  gifts  on  separate  sheet. 

Your  name  (Please  Print)  

We  confirm  all  orders.  Your  tastebuds  satis- 
Address  Phone  (  )  faction  guaranteed,  or  well  refund  yoiu-  money. 

City    State    Zip   Ship  for  Christmas  □  Ship  Now  □ 


FunstenfFarms 


R.J.Reynolds  incJustries,  Inc. 


Common  Stock  Dividencj 

A  quarterly  dividend  of  95  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  December  5, 1 978  to  stockholders  of  record 
at  the  close  of  business  November  1 0, 1 978. 

C.  F.  BENBOW 

Senior  Vice  President  and  Secretary 
Winston- Salem,  N.  C.  October  19.  1978 

Seventy-Eight  Consecutive  Years  of  Cash  Dividend  Payments 

Tobacco  Products  Aluminum  Products 

Food  Products  Packaging  Materials 

Fruit  Beverages  Petroleum 
Containerized  Freight  Transportation 
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FABERGE 

IMPERIAL  EGGS 
And  Other  Fantasies 

Hermione  Waterfield 
& 

Christopher  Forbes 


FABERGE 


^    IMPERIAL  BCCS 


A  Magnificently  Illustrated  VoJume 

Devoted  To 
The  jewelled  Extravagances  Created 
for  the  Last  Czars  of  Russia 

Gem-set  surprise  eggs,  singing  gold  birds 
hidden  in  jade-leafed  trees,  miniature  pad- 
dle steamers  of  gilt  silver,  frames  of  crystal 
and  fans  set  with  diamonds  and  ostrich 
feathers  -  these  are  just  a  few  of  the  dazzling 
fantasies  created  by  the  House  of  Faberge  to 
amuse  Russia's  ill-fated  Imperial  Family  in 
the  twilight  years  of  the  Russian  Empire.  \'ot 
since  Cellini  has  the  art  of  the  goldsmith  and 
the  jeweller  achieved  such  heights  of  per- 
fection. In  123  brilliant  four-color  plates  this 
book  captures  all  aspects  of  Peter  Carl 
Faberge's  incredible  achievements.  From 
the  fabled  Imperial  Eggs,  presented  by  the 
Czar  to  his  wife  every  Easier,  to  gold- 
mounted  ebony  knitting  needles  for  a  do- 
mestically inclined  Grand  Duchess,  the  full 
genius  of  Faberge  is  evident  in  this  selection 
of  his  ob;ets  de  ]u.xe.  All  the  works  presented 
are  from  the  collection  of  FORBES  Maga- 
zine, the  most  important  holding  of  Faberge's 
Imperial  Treasures  outside  the  Soviet  Union. 

In  addition,  the  volume  contains  an  in- 
valuable guide  to  other  collections  of  Fab- 
erge open  to  the  public,  a  catalogue  raisonne 
of  the  Imperial  Eggs,  a  foreward  by  .Malcolm 
S.  Forbes  and  an  essay  by  Dr.  Everett  Fahy, 
Director  of  The  Frick  Collection. 

This  book,  just  published  by  Charles  Scrib- 
ner's  Sons  retails  for  S19.95. 

For  a  limited  time  only.  FORBES  readers 
mav  purchase  copies  for  onlv 
$17.50! 

Save  S2.45  per  copy. 

FORBES  Magazine  Collection 
60  Fifth  Avenue 
New  York,  \.Y.  10011 

Please  send 

 copies  FABERGE  at  S17.50  @  

N  Y.  residents  add  appropriate  tax  

Total  enclosed  

□  Check  payable  to  Forbes  Inc.  enclosed. 

□  Please  bill  me. 

Name  

■\ddress  

  Zip  


Commodities 


MONEY&  INVESTMEN I 


A  successful  specula- 
tor can  increase  a  rel- 
atively small  amount 
of  money  into  an  im- 
portant amount. 

IS  IT 
REALLY 
A  NO-WIN 
GAME? 

By  Stanley  W.  Angrist 

In  the  Nov,  13  issue  of 
Forbes  John  Train,  a 
distinguished  and  ex- 
perienced investment 
adviser,  does  a  number 
on  commodity  specula- 
tion. In  brief,  he  says  it 
IS  a  stacked  deck  in 
which  no  one  (at  least 
no  one  he  knows)  wins 
and  therefore  he  ad- 
vises his  readers  to  take  a  cold  shower 
whenever  they  feel  that  urge  to  go  short  a 
contract  of  July  soybeans  or  whatever. 

His  lament  is  not  new.  And  he  would 
be  absolutely  correct  if  he  had  modified 
his  position  to  say  that  commodity  spec- 
ulation is  not  for  most  people,  instead  of 
saying  it  is  for  no  one.  When  readers 
with  modest  assets  write  that  they  are 
retired  and  would  like  to  try  their  hand 
in  the  futures  market,  my  advice  is  al- 
ways the  same:  Don't! 

But  all  of  us  are  not  the  same  (thank 
God!).  We  have  different  amounts  of  as- 
sets, levels  of  income  and  tastes  for  risk. 
To  me  it  seems  foolish  to  state  a  single 
rule  for  everyone.  There  are  winners  in 
commodity  trading  even  if  Train  or  his 
broker  friend  do  not  happen  to  know 
any.  Every  dollar  lost  by  one  trader  is  a 
gain  to  another  trader  less  what  drops 
through  the  cracks  in  the  table  to  the 
brokers  handling  the  trades.  (Unfortu- 
nately, a  lot  of  the  winning  is  done  by  the 
broker.)  That  statement  does  not  mean 
that  for  every  loser  there  is  a  winner — it 
does  mean  that  dollars  lost  is  almost 
equal  to  dollars  won. 


Stanley  W.  Angrist  is  a  professor  at  Carnegie 
Mellon  University,  ami  the  author  of  Sensible 
Speculating  in  Commodities. 


Thomas  A.  Hieronymus,  in  his  e 
lent  book  The  l-xonomics  of  Tutures 
ing,  cites  a  study  of  the  records  of  ; 
customers  of  a  major  commission  h 
for  the  calendar  year  1969.  The  sa 
under  review  consisted  of  all  accc 
identified  as  speculative  (in  contra 
hedging  accounts)  for  three  major  o 
of  the  company,  two  in  the  Midwe'- 
one  in  the  South.  The  informatio 
tained  for  each  account  consisted 
commissions  paid,  the  profits  and  1 
realized  after  coniniissioiis  and  the  p 
and  losses  carried  from  1969  into  1'; 
did  not  include  unrealized  profit: 
losses  carried  in  from  1968  to  19 
was  assumed  that  they  were  offse 
and  so  the  analysis  was  confined  tc 
tions  closed  in  1969. 

One  should  not  accept  this  stu 
the  last  word  on  the  fate  of  public  p 
pants  in  the  commodity  futures  ma 
This  is  a  study  of  one  house,  in  on 
and  the  winners  of  1969  could  I 
losers  of  1970 — and,  of  course,  vice 

The  table  summarizes  the  result! 
true  that  on  balance  there  were 
losers  than  winners:  1.8  losers  toj 
winner.  The  ratio  of  the  averagj 
profit  to  average  loss  was  1  to  1.3.  ll 
twice  as  many  people  lost  morl 
made  money  and,  on  average,  the  [ 
lost  more  than  the  winners  made, 
of  SI, 589, 768  changed  hands  invj 
462  people  or  an  average  of  S3,4[ 
person.  It  was  not,  on  average, 
large  game. 

Of  the  total  of  SI,  127,355  put  it| 
game  by  the  losers,  41%  went 
winners,  36%  dropped  througl 
cracks  as  commissions  and  23%  v| 
the  clearing  house  to  be  paid  out 
its  and  commissions  in  some  othl 
of  the  system.  To  that  extent,  Johil 
is  quite  correct  when  he  says  th| 
are  stacked  against  the  players 


Speculator's  Profil 

Here  are  some  results 

taken 

study  of  a  group  of  commodity  1 

in  1969. 

Total  accounts 

Accounts  with  profits 

Total  profits 

$  4 

Profit  per  account 

$  1 

Accounts  with  losses 

Total  losses 

$  i.il 

Losses  per  account 

s  1 

Net  loss,  all  accounts 

s  el 

Commissions 

s  J 

Put  to  clearing  house 

s  :l 
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Vanguard  asks... 

Would  you  rather  follow 
the  Wall  Street  herd? 
Or  lead  it? 

If  you're  comfortable  investing  twenty  years,  send  for  the  Fund's 

along  with  the  crowd,  you  have  latest  Shareholder  Report.  It  may 

many  investment  alternatives.  explain  why  individual  and  cor- 

But  Windsor  Fund  is  NOT  one  porate  investors  alike  have  chosen 

of  them.  Windsor  Fund. 

That's  because  Windsor  Fund  cmtc  r-r^^^x^IccIr^M 

seeks  lo„R.,erm  c.p„al  srow.h        ^  NO  SALES  COMMISSION 
and  income  tpy  investins,  in  imw  ixli^livit  i        i  ll 

securities  currently  out  of  favor.         For  free  information  without 

overlooked  and  unden>alued.  obligation,  mail  coupon.  Or  call 

That's  Windsor  Fund's  inde-  toll-free:  (800)  523-7910.  In  Penn- 

pedent-mindcd  strategy.  To  see  sylvania,  call  collect:  (215) 

how  well  it's  worked  \ox  the  last  293-1100. 


•WINDSOR 


WINDSOR  K'ND.  Box  1100,  FUND 
Drummer's  Lane,  Valley  Forge,  Pa.  19482 

/  would  like  more  complete  information  including  advisory  fees,  distribution 
charges,  and  other  expenses.  Please  send  me  the  latest  Windsor  Fund  Shareholder 
Report  and  a  prospectus  so  I  may  read  it  carefully  before  I  invest  or  send  money. 

A  MEMBER  OF  Pr,n,  FORN-402 

Name  


THEVanguard 


GROUP 

OFINVESTMENT  COMPANIES   


State  Zip  _ 


n  Dl"f1  1? 

PRODUCTIVITY 
GROWTH 

it's  Qxiomoric  rhor  people  moke  o  compony  and  people 
couse  Q  compony  ro  grow.  MAPCO  people  work  harder 
rhon  overoge  or  this. . .  each  one  producing  on  onnuol 
Qveroge  of  S 194, 000  in  soles  and  revenues.  This  compores 
ro  1 965,  when  each  MAPCO  employee  produced  on 
overage  of  S47,000  in  annuo!  soles  and  revenues. 

THAT'S  GROWTH. 

Investigate.  Write  for  our  current  report. 


1800  S,  Bolrinnore  Ave.,  Tulsa,  Oklahoma  74119 
SYMBOL  MDA  NYSE  •  MW5E  •  PSE 


138th 
CONSECUTIVE 
QUARTERLY 
CASH  DIVIDEND 


The  Board  of  Directors 
of  ENSERCH  Corporation 
on  October  25,  1978,  de- 
clared a  regular  quarterly 
dividend  of  34  cents  per 
share  of  common  stock, 
payable  December  4,  1978, 
to  shareholders  of  record 
November  17,  1978. 

For  additional  informa- 
tion, please  write  to  Benja- 
min A.  Brown,  Vice  Presi- 
dent, Finance,  Dept.  C,  307 
Soutti  Harwood,  Dallas, 
Texas  75201. 


CORPORATION 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
-CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  42'/2t  per 
share  on  the  outstanding  Common 
Stock,  payable  on  December  1,  1978 
to  stockholders  of  record  on  Novem- 
ber 10,  1978.  The  transfer  books  will 
not  close. 

October  26,  1978 
RAMSEY  E.  JOSLIN, 
Vice  President-Financial 


DIVISIONS.  U  S.  INOUSTdlAI.  CHCMICAll  CO. 
NATIONAL  DItTllLIRS  MOOUCTt  CO. 
ALMAOCN  VINCTAKDI.  INC. 
METALS  DIVISION 

BEACON  MANUrACTUKINC  COMMNT 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive 
a  prompt  written  reply. 

RESALE  ACCRUED  EQUITIES  mc 

"Scotch  Whisky  Brokers  since  1960" 
Write  F.N.  Schoenwald 
295  Northern  Blvd..  Great  Neck,  N.Y.  11021 
(516)  466-0808 


ladex  of  Companies  covered  in  news  atoiies  and  by  the  columnists  In  this  issi 


Aeroespatiale   60 

Aetna  Life  &  Casualty   132 

Airbus  Industrie   60 

Alcan  Aluminum   40,  46 

Alcoa   40 

Amerada  Hess   46 

American  Airlines   54 

American  Brands   36 

AT&T   146 

Ansett  Airlines   48 

Atlantic-Richfield   65 

Bankers  Trust   68 

Chuck  Barris  Productions   116 

Boeing   54,  60 

Bowne  &  Co  132 

Milton  Bradley   97 

British  Aerospace   60 

British  Petroleum   57 

Caterpillar  Tractor   66 

Centex   122 

Chase  Manhattan  Bank   68 

Chrysler   130 

Church's  Fried  Chicken   46 

Citibank   68 

J.L.  Clark  Mfg   152 

Coca-Cola   81 

Coleco   97 

Continental  Oil   74 

Coopers  &.  Lybrand   37 

Cummins  Engine   46 

Diamond  Shamrock   14,  74 

Dunbee-Combex-Marx   134 

Eaton   46 

Exxon   57 

Falcon  Seaboard   14 

Firestone   74 

Ford  Motor   46 

Framatome   107 

Gelco   151 

General  Electric   104 

General  Telephone  &  Electronics   68 

Georgia-Pacific   74 

Giddings  &.  Lewis   151 

B.F.  Goodrich   73 

Goodyear   73 

Alexander  Grant   37 

Hitachi   48. 

Holiday  Inns   153 

Houston  Lighting  &  Power   8 

Ideal  Toy  Corp   97 

Japanera   8 

lohnson  Controls   151 

Justin  Inds   76,  153 

Kaiser  Aluminum   40 

Kampgrounds  of  America   153 


Kay  Corp   

Kearney  &  Trecker   

King-Cola   

Kraft   

Liggett  Group   

Loews  Corp   

Louisville  &  Nashville   

Mattel  

Messerschmitt-Bolkow-Blohm 

Missouri  Pacific   

Myers  Inds  

NNCorp   

News,  Ltd   

Orbitair  Intl  Ltd  

Parker  Bros   

Parker  Pen  

Peat,  Marwick,  Mitchell   

PepsiCo  

Perrier   

Philip  Morris   

Price  Waterhouse   

Procter  Gamble   

Public  Service  of  Indiana   

R  J.  Reynolds  

Reynolds  Metals   

Seagram  

Shell  Oil  

Siemens  AG   

SmithKline  

Southeast  Banking  

Southern  Calif.  Edison   

Southern  Railway   

Sperry  Rand   

Super  Valu  

Tampa  Electric   

Tandy   

Teledyne   

Templeton  Funds  

Tenneco  

Texas  Instruments   

Texas  Utilities   

Tiffany  &  Co   

Toro   

TWA   

Travelers   

Union  Oil  (Calif.)   

United  Airlines   

U.S.  Home   

United  Technologies   

USLIFE   

VFW-Fokker   

Jim  Walter   

Westinghouse   

Wisconsin  Electric  Power   

Zale   
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This  is  the  diary  FORBES  built  If  s  custom 
made  for  any  busy  business  executive. 


Ti<.vin  21 


-  D  S 


23 


Fr.J.n  24 


Saturcluv  25 


Jli  LV 


Forbes  "top  brass" 
"heavy  users"  when 
omes  to  diaries.  So 
;n  we  set  about 
gning  the  perfect 
;ness  desk  diary,  we 
expert  help  at 
d. 

Nobody  wanted  a 
N  that  was  a  mini- 
clopedia.  A  file  of 
sties  up  front  takes 

0  much  room, 

|cially  if  you  are  on  a  trip  or  in  a  client's  office.  Plenty  of 
jxig  space,  on  the  other  hand,  comes  in  very  useful 
you  are  making  arrangements  by  phone  and  don't 
time  to  organize  your  notes.  A  ribbon  page  marker 
hunting  through  pages  and  is  an  absolute  must, 
pical  considerations  like  these  were  all  embodied  in  one 

1  and  then  translated  into  an  elegant  yet  practical 
;n. 

jj^Forbes  Diary  is  the  result.  It's  compact  yet  generous  in 
\g  space.  It  offers  reference  information  you  are  most 
to  want  and  leaves  out  the  rest.  Some  items  for 
\na\  records  you'll  find  unusual.  But  come  tax  time, 

appreciate  why  they  are  there.  The  handsome  layout, 
Ine  paper  and  binding  will  make  it  a  pleasure  to  open 
jjise  daily.  Needless  to  say,  it  should  make  a  welcome 
you  would  like  to  order  one  or  several,  send  your 
^  with  the  order  form  below,  or  write  to:  Forbes  Diary, 
tth  Avenue,  New  York,  N.Y.  10011. 


FORBES  DIARY  FEATURES 


2  full  pages  per  week 
hourly  schedule  plus  note 
space  for  each  day 
persona!  data  record 
record  of  securities  bought 
and  sold 

chart  of  security  and 

financial  trends 

U.S.  and  international  air 

distances 

metric  conversion  tables 
toll  free  800  telephone 
directory 

staff  vacation  chart 


■  record  of  charitable 
contributions 

■statistics  on  top  U.S. 

corporations 
■time  chart  world  cities 
■currency  converter 

■  mini'diary  for  first  3  months 
of  following  year 

■ribbon  marker 

■brown  kivar  padded  binding 

imprinted  in  ^old 
■size — 8"  X  10 

■  comes  in  custom  gift  box 


TO:  FORBES  DIARY 

(Att:  Mr.  Ted  York) 

60  Fifth  Ave.,  N.Y.,  NY  10011 


Send  me  1979  Forbes  Diary(ies)  at  $15  each.  My  check  for 

$  including  applicable  sales  tax*  payable  to 

Forbes  Inc.  is  enclosed.  For  orders  of  more  than  five  diaries  and 
personalization,  please  inquire  about  special  rates. 


Name. 


Address . 


City- 


State- 


Zip  . 


□  Please  bill  me. 

*  Please  add  8%  in  New  York  City,  sales  tax  elsewhere  in  New  York  State 
as  prescribed  by  law. 

D6 


You  are  today  where  your 
thoughts  have  brought  you.  You 
will  be  tomorrow  where 
your  thoughts  take  you. 
James  Allen 


Happiness  is  the  only  good.  The 
time  to  be  happy  is  now. 
The  place  to  be  happy  is  here.  The 
way  to  be  happy  is  to  make 
others  so. 

Robert  Green  Incer.soll 


I  do  not  pin  my  dreams  for  the 

future  to  my  country  or  even 

to  my  race.  I  think  it  probable  that 

civilization  somehow  will 

last  as  long  as  I  care  to  look  ahead. 

Oliver  Wendell  Holmes 


The  soul  that  companies  with  vir- 
tue is  like  an  ever-flowing 
source.  It  is  a  pure,  clear,  and 
wholesome  draught;  sweet, 
rich  and  generous  of  its  store;  that 
injures  not,  neither  destroys. 
Epictetus 


I  still  hold  the  primitive  be- 
lief that  people  who  truly  wish  to 
benefit  humanity  do  it  for 
love  and  for  free,  and  they  tend  to 
die  lousy  deaths  in  a  world 
that  doesn't  deserve  them. 
Chaiuty  Blackstock 


The  true  joy  in  life  is  being  a  force 
of  nature  instead  of  complaining 
that  the  world  will  not  devote  itself 
to  making  you  happy. 
George  Bernard  Shaw 


I  think  I  could  turn  and  live  with 
the  animals.  They  are  so  placid 
and  self-contained.  They  do  not 
sweat  and  whine  about  their  con- 
dition. Not  one  is  dissatisfied. 
Not  one  is  demented  with  the  ma- 
nia of  owning  things.  Not  one  is 
disrespectful  or  unhappy  over  the 
world. 

Walt  Whitman 


Man  was  not  intended  by  nature 
to  live  in  communities  and  be 
civilized. 
Epicurus 


Thoughts 

on  the  Business  of  Life 


A  great  poem,  a  fine  novel,  tl 
confessions  of  a  superior  man,  a 
more  instructive  than  a  heap 
historians  with  their  histories. 

HiPPOLYTE  TaINE 


What  availeth  it  if  we  become  so 
engrossed  in  the  pursuit  of  business 
or  of  money  for  its  oim  sake,  after 
we  have  earned  a  competency,  if  this 
pursuit  unfits  us  for  the  enjuyment 
of  the  real,  deep,  satisfying  things  of 
life,  if  it  blinds  our  eyes,  u  atps  our 
souls  and  numbs  our  better  senses 
and  sensibilities'  The  he-all  and  end- 
all  of  life  should  not  be  simply  to  get 
rich,  but  to  enrich  the  world. 

B.C.  Forbes 


Now  that  fate  has  brought 

me  what  so  long  I  so  desired,  it  is 

too  late,  I  am  too  tired. 


Laurence  Hope 


Extremes  of  fortune  are  fatal 
to  folks  of  small  dimensions. 
Arnold  Glasow 


Life  finds  its  purpose  and  fulfillment 
in  the  expansion  of  happiness. 

Maharishi  Mahesh  Yogi 


The  more  you  eat,  the  less  flavor; 
the  less  you  eat,  the  more  flavor. 

Chinese  Proverb 


It  is  that  unoccupied  space  which 
makes  a  room  habitable,  as 
it  is  our  leisure  hours  which  make 
life  endurable. 

LiN  Yutang 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Man  does  not  live  by  bread  alon< 
but  by  faith,  by  admiration, 
by  sympathy. 
Ralph  Walix)  Emersun 


A  man  is  not  old  until  regrets  ta 
the  place  of  dreams. 

)OHN  BaRRYMORE 


What  gives  an  ideal  beauty  is  tl 
it's  unattainable;  the  gods  lat 
when  men  get  what  they  want. 

W.  Somerset  Maugham 


Send  me  the  love  that  keeps  th| 
heart  still  with  the  fullness 
of  peace. 

Rabindranath  Tacore 


A  Text . . . 

Lift  up  your  eyes,  and  k\ 
on  the  fields;  for  they 
white  already  to  harvest. 

John  4:35 

Sent  in  by  Nannie  Lou  Crotts,  Phoenix, 
What's  your  favorite  text?  The  Forbes  Sl 
book  of  Thoughts  on  the  Business  of  L| 
presented  to  senders  of  texts  used. 


The  Strongest  argument  for  thtl 
materialistic  character  of  Anl 
can  life  is  that  we  tolerate  cc| 
tions  that  are,  from  a  material| 
point  of  view,  intolerable. 

Mary  McCarthy 


Better  is  a  dinner  of  herbs  wh| 
love  is  than  a  stalled  ox  and  w. 
hatred  therewith.  ■/ 
Charlotte  Bronte 


Some  people  always  sigh  in  tM 
ing  God. 

Elizabeth  Barrett  Bronvning 
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MEAD  CORP.  VS. 
OCCIDENTAL  PETROLEUM 


BEHIND  THE 


SCENES IN 
THE  FIGHT 
I    OF THE  ^  


run  forums 
br  corporate  America.!! 


.  .for  the  corporate  world.  Forums,  nof  seminars. 
The  business  we're  in  is  advising  management  on  how 
shareholders  evaluate  performance. 


onest  management— good  management— begins  with  an 
onest  look  at  what  you're  doing.  And  should  be  doing. 


'  Should  you  expect  an  increase  in  dividends  to  increase 

the  price  of  your  shares?  What  is  a  prudent  mix 
of  debt  and  equity  now?  What  do  investment  analysts 
look  for  in  an  annual  report? 


.  .our  financial  policy  group— we're  not  theoreticians. 

We  base  our  work  on  empirical  evidence . . . 
see  corporate  finance  as  a  form  of  applied  economics." 


*'Run  your  company  as  if  it  were  privately  owned. 
Ml  you  should  care  about  is  cash  in/cash  out. 
That's  how  performance  is  really  evaluated. 

The  Chase  Bank.  A  worldwide  network  of  branches  and  affiliates  providing 
vast  sums  of  money  and  essential  banking  services  for  clients  in  over  100  countries. 
What  we  offer  is  yours  through  your  Chase  Relationship  Manager 
Call  on  today's  Chase  Bankers  today. 


em 

ancial  Policy 


©  CHASE  MANHAHAN  BANK,  N  A  1977/MEMBER  FDIC 


R)rbes 


Electronics:  U.S.  color-TV 
set  manufacturers  got  most 
of  what  tfiey  wanted  this 
year.  But  even  at  that,  they 
managed  only  a  mediocre 
performance.  35 


The  Blood  Business:  For  a 

nonprofit  organization,  the 
American  Red  Cross  does  a 
pretty  good  job  of  playing 
the  old  market-dominance 
game.  37 


Cover  Story:  Behmd  the 
scenes  in  the  takeover  fight 
of  the  year:  Occidental  Pe- 
troleum vs.  Mead  Corp.  45 


Features 

Companies:  The  Gadfly.  Robert  Gintel  takes  his  outside 
director's  duties  seriously  at  Superscope  Inc.  CEO  Joseph 

Tushinsky  doesn't  Uke  it  much  33 

Companies:  The  Little  Guy  Wins  One.  Gordon  Jackson  is 
neither  an  officer  nor  a  director  of  the  company  that 
publishes  the  Dallas  Morning  News.  But  he's  been  giving 

it  fits  36 

Used  Cars:  Diffusion  Strikes  Again.  Buying  a  used  car, 
says  one  auto  salesman,  is  "like  buying  a  pig."  Thanks  to  the 

government,  the  price  of  pig  is  going  up  38 

Companies:  More  Than  It  Bargained  For  For  a  few 
people,  having  a  friend  at  Anaconda  turned  out  to  be  better 

than  having  one  at  the  Chase  40 

Alaska:  An  Odd  Beast.  The  "government  stock  owner- 
ship corporation,"  brainchild  of  Alaska  Sen.  Mike  Gravel,  is 

a  bad  idea  whose  time  should  not  have  come  52 

Agriculture:  The  Federal  Feedlot.  Is  there  anything  the 
government  hasn't  yet  done  for  the  farmers?  Sure  enough, 

the  SBA  found  something  56 

Secretaries:  An  Endangered  Species.  And  many  a  boss  is 

painfully  leammg  to  cope  61 

Communications:  Plum  in  the  Middle  East.  Egypt  needs 
$20  billion  worth  of  telephoiT.es.  U.S.  companies,  this  time, 

seem  to  have  the  inside  tracl<  64 

Companies:  Wheelabrator-Frye's  Strategic  Mix.  Some- 
times the  glamorous  stuff  isn't  what  it's  cracked  up  to  be. 

Luckily,  the  duller  stuff  often  is  69 

The  Banks:  Peanuts  In  The  Forest.  Some  of  the  world's 

biggest  banks  are  wooing  middle-sized  companies  72 

Petroleum:  The  Two-Tier  Tango.  It's  costing  the  U.S.  up 
to  500,000  barrels  of  domestic  oil  a  day — or  about  $2.5 

billion  a  year  m  trade  deficits  80 

The  Money  Men:  The  Man  Who  Loves  Dogs.  Cut  your 

profits  and  let  your  losses  ride  87 

Companies:  What  Makes  fiinmy  Run^  Now  that  he's 
running  $1  billion  Lone  Star  Industries,  it's  a  good  question 

to  ask  90 

Statistical  Spotlight:  Warning  Flagsl  GM's  dividend  cut 

may  be  a  harbinger  of  things  to  come  98 

Companies:  Biii  Whitman's  No-Lose  Deal.  For  $17,000 
cash  and  a  lot  of  sweat  and  ingenuity,  he  got  control  of  a 
$100  million  carpet  company  102 


Companies:  Just  about  ev-  Companies:  You  can 

ery    device    that    moves  home  again.  Why  is  Gi 
needs  oil.  And  just  about  gia-Pacific  returning  to 
every  oil  needs  what  Lubri-  forests  of  the  South? 
zol  Corp.  makes.  79  cause  in  20  years  th 

southern  forests  may  be 
nation's  premier  produi 
of  wood.  81 


Companies:  The  Highest-Priced  Oil  Company^  By  one 

reckoning,  it's  Arkansas'  Murphy  Oil  11 

Companies:  Stauffer's  Profits  Chemistry.  Worry  about 
what  you're  doing  instead  of  where  you're  going,  says  its 

research-chemist  CEO.  It  seems  to  work  11 

Companies:  Maxiprofits  From  Minimills.  Nucor  is  a  mere 
trace  element  in  the  steel  industry — but  a  highly  profitabi 
trace  i; 
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Francis  T.  \^cent  Jr.  (Columbia  Pictures  Industries) 
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Because  "1000  de  Jean  Patou" 

is  so  rare  and  available  to  so  few, 

each  flacon  is  registered. 

A  special  hand-numbered  card 

accompanies  this  totally  unique  perfume  . 

a  remarkable  blend  of  some  of  the  richest 

and  rarest  essences  in  the  world  today. 


WHEN  A  5  MILUON 
DOLLAR  CUENT 


OMPLAINED  ABOUT 

THE  UGH  COST  OF 
HIS  MSURANGE, 
WE  TOLD  HM  ID 
WRITE  MS  OWN. 


en  one  of  our  maior  clients 
d  complaining  about  high  premi- 
we  told  him  exactly  where  to  go. 
'  jause  we  couldn't  offer  him  lower 
(and  no  one  else  could  either), 
d  him  to  start  insuring  his  risks 
If. 

course,  we  didn't  make  such  a 
stion  without  first  working  with  his 

to  analyze  his  company's  spe- 
eeds  and  problems, 
ce  we  did,  we  told  him  why  he 

start  his  own  captive.  We  told 
e  kind  of  captive  he  needed.  And 
en  showed  him  how  to  go  about 

one  up. 

w  it  may  seem  strange  that  we 
actually  encourage  a  company 
e  its  own  insurance,  but  we'll 
from  it  too. 

r  client  now  has  his  own  captive, 
manage  it  through  American 
ationa]  Company  Ltd.,  based  in 
da. 

addition,  AIG  Risk  Management 


arranges  admitted  domestic  policies  and 
Amencan  International  Underwriters 
provides  overseas  admitted  policies.) 

We  think  our  Captive  Policy,  or  our 
"Write  Your  Own"  Policy  as  we  call  it,  is 
the  best  coverage  available. 

We've  had  35  years  of  experience 
with  captives,  and  today  we  provide 
facilities  for  100  of  the 
600  known  captives. 

In  fact,  we  handle  six 
of  the  top  ten  U.S.  indus- 
trial corporations. 

Our  companies  are 
unmatched  m  their  ability 
to  issue  admitted  policies 
worldwide.  And  our  rein- 
surance network,  through 
AIU,  is  better  than  anyone 
else's. 

Our  "Write  Your  Own" 
Policy  is  )ust  one  of  more 
than  300  programs  AIG 
offers,  through  our  more 
than  160  member  compa- 


nies, m  more  than  130  different 
countries. 

For  more  information  on  it,  send  in 
the  coupon  below. 

If  you're  thinking  of  going  into  the  in- 
surance business,  you  couldn't  ask  for  a 
better  opportunity  than  to  learn  the 
business  from  us. 


AIG  S  WRITE  YOUR  OWN  POLICY 


r 


Please  send  me  more  inlormation  on  your  Capbve  farilities. 
American  International  Group 
Dept  A,  70  Pine  Street,  New  York,  N  Y  10005 


Name. 
Firm  


Address. 


-TeL 


Am 

WE  OFFER  MORE  KINDS  OF  INSURANCE 
THAN  ANYONE  IN  THE  BUSINESS. 


LWe  V 
have 


We  welcome  inquiries  from  any  licensed  agent  or  broker  You  don't 
to  be  a  regular  producer  to  place  business  with  an  AIG  company 
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Inflated  proposals 

Associate  Editor  Lav^^rencc  Minard,  29, 
was  co-author  of  the  controversial  Forbes 
article,  "Inflation  is  now  too  serious  a 
matter  to  leave  to  the  economists,"  (Nor. 
15,  1976)  which  won  us  a  journalism  prize 
and  stimulated  serious  discussion.  A 
recent  item  in  the  newspaper  brought 
Minard  back  to  his  theme — what  really 
causes  prices  to  rise?  The  item  said  that 
the  Federal  Trade  Commission  had  pro- 
posed setting  rules  for  federal  policing  of 
the  used-car  business.  If  the  proposal  goes 
through,  Minard  shows,  used-car  prices 
will  rise  and  what  we  call  inflation  will  be 
fueled.  In  researching  the  article,  Minard 
was  amused  to  find  on  the  first  page  of  a 


Dracula  he's  not 

when  Senior  Editor  Robert  J.  Flaherty — 
wearing  his  other  hat  as  president  of  the 
New  York  Financial  Writers  Associ- 
ation— presided  over  last  month's  Finan- 
cial Follies  at  Manhattan's  Americana 
Hotel,  he  couldn't  help  but  smile  at  one  of 
the  numbers.  It  was  a  satirical  song  writ- 
ten by  Forbes'  Jeff  Grigsby  about  Harry 
Gray  of  United  Technologies  and  his 
seemingly  insatiable  taste  for  takeovers. 
Enter  an  actor  playing  Harry  Gray  dressed 
as  Dracula,  who  sings,  to  the  tune  of 
"Nothing  Can  Stop  Me  Now": 

Flaherty  was  doubly  amused  because  he 
was  then  deeply  involved  in  researching 
his  28th  cover  story,  which  appears  in 
this  issue  (p.  45).  But  expect  no  Draculas 
in  Flaherty's  highly  sophisticated  piece, 
which  concentrates  not  on  the  United 
Technologies  attempt  to  take  over  Carri- 
er Corp.,  but  on  the  more  classic  attempt 
by  Occidental  Petroleum  to  take  over 
Mead  Corp.  There  are  neither  heroes  nor 
villains  in  Flaherty's  piece  but  people 
with  complex  motives  played  out  against 
a  unique  set  of  financial  circumstances. 


fat  volume  containing  the  proposed 
regulations,  the  following  message 
Uncle  Sam:  "Buy  U.S.  Savings  B 
Regularly  on  the  Payroll  Savings  P 
Says  Minard:  "Not  a  word  about  how 
Savings  Bonds  pay  a  negative  rate  o: 
interest  in  a  period  of  rising  pricen 
taxes  to  pay  for  things  like  FTC  pr 
tion.  If  the  FTC  is  all  that  worried  a 
consumers,  shouldn't  it  say  somei 
about  U.S.  Savings  Bonds  being  iniu 
to  your  financial  health?  Truth  in  a 
tising,  I  believe  it  is  called.  The  burea 
cy  is  obsessed  with  the  idea  of  ket 
businessmen  honest.  But  who  will 
the  bureaucracy  honest?"  The  story 
page  38. 


"Oh,  those  lovely  tender  fight 
Nothing  can  save  you  now. 
Just  as  long  as  you  have  som 
cash  around, 
I'm  gonna  find  it  and  how. 
Your  stock's  down  and  I  neve 
hesitate. 
Never  stand  back  and  wait, 
I  buy  and  liquidate." 


Corporate  squabbles  are  neither  new  nor 
necessarily  news,  but  the  one  at  Super- 
scope  uncovered  by  Executive  Editor  Nor- 
man Pearlstine  last  month  was  extremely 
significant — not  because  the  principals 
involved  were  all  that  important  but  be- 
cause the  principles  were.  Subject:  Just 
how  independent  should  an  outside  direc- 
tor be?  The  story  is  on  page  33. 
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i/Vhat's  a  company  like  American  Can 
doing  in  every  shop  in  the  mall? 


Ringing  up 
more  sales. 


At  the  record  store,  music  lovers  are  buying 
our  records  and  tapes  (our  Pickwick 
subsidiary  distributes  one  out  of  every 
five  records  and  tapes  sold  in  the  U.S.). 

At  the  variety  store,  home  sevjers  are 
buying  our  dress  patterns  (we  make 
Butterick"  and  Vogue"). 

In  the  fast  food  shops,  food  and  drinks 
are  served  in  our  Dixie"  cups,  plates  and 
carry-out  packaging  (we're  the  world's 
leading  supplier  of  disposables  for  the 
food-away-from-home  market). 

In  the  drugstore,  shoppers  are  buying 
toothpaste  in  our  tubes  (our  Glaminate" 
tube  is  fast  making  the  metal  tube  obsolete). 
In  the  supermarket,  they're  buying  meat  in 
our  plastic  wraps,  frozen  food  in  our 
cartons,  vegetables  in  our  cans. 

And  in  ways  less  apparent,  we're  part 
of  the  mall.  American  Can  wood-based 
chemicals  helped  dye  the  carpet  in  the 
furniture  store,  strengthen  the  tile  in  the 
theater  lobby,  harden  the  cement  in  the 
parking  lot. 

Diversity  like  this  is  the  result  of 
concentrating  on  those  things  we  do  best: 
consumer  products/distribution,  diversified 
packaging,  resource  recovery.  Last  year 
was  our  best  year  ever,  capping  a  six-year 
period  of  compounded  earnings  growth  of 
over  1 5%.  Want  to  know  more?  Write  for 
our  annual  report.  American  Can 
Company,  Greenwich,  CT  06830. 


American 
J^^^^  Can  Company 

Consumer  products/distribution  •  Diversified 
packaging  •  Resource  recovery. 

Much,  much  more 
than  a  can  company. 


Trends 


Edited  by  John  A.  Conwa; 


Europe  *s  money 

The  new  European  monetary  union  that 
West  Germany's  Chancellor  Helmut 
Schmidt  and  France's  President  Valdry 
Giscard  d'Estaing  want  to  create  could 
have  potent  political  as  well  as  financial 
effects.  Their  idea  is  to  install  a  new 
system  Unking  Western  Europe's  curren- 
cies, weak  and  strong,  that  will  allow 
them  to  react  against  fluctuations  of 
their  own  money,  the  dollar  and  the  yen. 
Great  Britain  is  expressing  strong  reser- 
vations and  so  are  a  number  of  financial 
experts.  The  consensus,  however,  is  that 
Schmidt  and  Giscard  have  so  much  po- 
litical clout  that  they  will  force  the  tech- 
nicians to  forget  the  objections  and  in- 
stall the  system,  willy-nilly.  Ireland's 
prime  minister.  Jack  Lynch,  feels  so 
strongly  about  the  proposed  monetary 
union  that  he  tells  visitors,  even  if  Lon- 
don should  decide  to  stay  out  of  it,  the 
Dublin  government  will  join  up  anyway. 
If  that  happens,  it  would  mean  that  for 
the  first  time  in  memory,  the  Irish  pound 
would  be  unhooked  from  its  historic 
lockstep  with  Great  Britain's  money. 

The  mule  dollar 

The  fortunes  of  the  dollar  have  left  their 
mark  even  in  the  depths  of  the  Grand 
Canyon.  Foreign  tourists,  flocking  to  the 
U.S.  to  cash  in  on  the  booming  value  of 
their  marks,  yen  and  francs,  rank  the 
canyon  right  up  with  Disneyland  and  Las 
Vegas  as  a  stop.  The  result  is  that  de- 
mand for  mule  rides  to  the  canyon's  bot- 
tom has  jumped  33%  in  the  past  year. 
But  to  control  traffic  on  the  canyon's 
steep  trails,  the  number  of  trips  and  the 
number  of  mules  on  a  trip  are  limited  by 
the  policies  of  the  National  Park  Service. 
For  next  year's  peak  summer  season,  res- 
ervations for  mule  transport  had  to  be 
made  at  least  a  year  in  advance,  accord- 
ing to  the  Fred  Harvey  Co.,  the  Amfac 


subsidiary  which  operates  the  canyon's 
lodges  and  mule  trips.  Even  during  the 
off-season,  the  Harvey  reservations  of- 
fice says,  four  to  six  weeks'  notice  is  a 
must.  The  tickets  are  not  cheap,  either: 
A  one-day,  eight-mile  ride  on  muleback 
costs  $25,  a  longer  overnight  jaunt  runs 
close  to  $90. 

The  view  from  the  Fed 

Nancy  Teeters,  the  Federal  Reserve 
Board's  newest  and  first  woman  gover- 
nor, admits  the  Fed  is  "nervous"  about  its 
tight  money  moves,  saying,  "Once 
you've  caused  a  recession,  there's  nothing 
in  monetary  policy  that  will  pull  you  back 
up  again."  The  risk  in  jacking  up  interest 
rates  to  cool  the  economy  and  slow  infla- 
tion, she  says,  is  that  "you  never  know 
whether  you're  squeezing  out  the  growth 
or  squeezing  out  the  inflation."  On  the 
plus  side,  Governor  Teeters  expects  that 
the  U.S.  rate  of  productivity,  now  dismal- 
ly low,  will  go  up  once  those  born  during 
the  baby  boom  of  the  1950s  are  absorbed 
into  the  labor  force.  She  does  have  reser- 
vations, however,  about  the  national 
debt.  Not  so  much  its  size — even  at  $775 
billion,  she  considers  it  a  manageable 
proportion  of  the  gross  national  product. 
What  worries  her  is  the  growing  share  of 
the  debt  (more  than  $120  billion)  now 
owned  by  foreign  countries. 

Oil  and  water 

The  legendary  luck  of  the  Irish  isn't  hold- 
ing up  for  oilmen  probing  the  island's 
coasts  for  offshore  fields.  Since  1973 
nearly  a  score  of  big  oil  companies  have 
drilled  in  Irish  waters,  but  of  51  wells 
sunk  so  far,  49  have  been  dry  holes.  Phil- 
lips made  a  strike  in  October  that  sent 
Dublin's  newspapers  into  a  flurry  of 
headlines.  But  in  fact  the  find  was  mod- 
est, below  1,400  feet  and  almost  100 
miles  off  Ireland's  west  coast — condi- 


tions that  would  allow  only  a  giant 
to  be  developed  profitably.  Maratho 
got  a  gas  well  into  production  in  Sef 
her,  but  it  too  is  small.  So  the 
headlines  have  been  supplantec 
gloom.  This  year  16  wells  were  drill 
Ireland.  Only  five  are  scheduled  for 


Happy  dreams,  SP 

Security  Pacific,  the  Los  Angeles 
that  lost  $10.2  million  when  an  out 
got  loose  in  its  funds-transfer  machi 
thinks  it  sees  a  happy  ending  tc 
caper — but  it  could  well  be  mist, 
Stanley  Mark  Rifkin  manipulated 
codes  to  shift  $10.2  million  to  Sw 
land,  where  he  retrieved  it  and  usee 
million  to  buy  Russian  diamonds. 
FBI  nailed  him  on  his  return  and  r 
ered  the  loot.  The  bank  thinks  the  si 
are  its  property,  and,  with  diamond: 
bull  market,  an  eventual  sale  could  i 
a  sparkling  profit.  (Retail  value  is 
figured  at  $13  million.)  "The  diam 
are  the  proceeds  of  a  fraud,"  a  spoke; 
says.  "We  are  the  defrauded  party  an 
fully  expect  to  recover  the  diamond 
The  hoard  is  indeed  on  the  hi 
premises — though  in  FBI  custody- 
there  is  a  hitch  in  SP's  scenario.  Rl 
smuggled  the  gems  into  the  U.S.,  vi 
makes  them  contraband  in  the  ey 
U.S.  customs  men,  who  fully  intei 
press  their  claim.  So  confident  is 
bank  that  it  has  not  yet  talked  to 
toms,  nor  has  it  filed  to  recover  the 
from  its  insurance  companies.  (Ani 
cial  says  the  bank  will  file  but  do 
consider  it  "awfully  important.")  Se 
ty  Pacific  seems  to  think  the  whole 
ter  will  be  handled  routinely  in  the 
sury  Department.  Actually,  if  the 
attorney  can't  work  out  a  settle 
after  Rifkin's  trial,  it  could  all  wind 
court.  The  normal  routine  would  1 
sell  the  gems  at  public  auction,  d« 
the  bank's  loss  and  the  duty  (a 
$814,500)  and  then,  at  least  in  the 
toms  men's  view,  turn  any  profit  ov 
Uncle  Sam. 


Pack  niLites  take  lo  the  trail 

Reverberations  of  the  dollar's  rise  and.  fall,  felt  even  in  the  Grand  Canyon, 


Home,  sweet  home 

With  housing  experts  predicting  ; 
cline  in  new  starts  because  of  ti 
money,  home  builders  may  be  sir 
the  blues  about  their  prospects  for 
but  for  home  sellers  it  sounds  like  t 
ing  but  hosannas  ahead.  Despite 
mortgage  rates  and  ever-higher  pric 
up  15%  over  1977 — the  National  As 
ation  of  Realtors  predicts  that  as  ma; 
3.9  million  homes  will  be  resold 
year,  topping  last  year's  recorc 
3,572,000.  Median  price  of  an  exi: 
one-family  house  is  about  $48,500 
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This  annomicement  is  neither-  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  biiij  an}/  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$150,000,000 
General  Electric  Credit  Corporation 


9Vs%  Notes  Due  1984 


Interest  will  he  payable  May  15  and  November  1.5 


Price  99%%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  .such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated  ^ 


GOLDMAN,  SACHS  &  CO. 


MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Li/nch.  rierce,  Fenner  A'-  Smith  Incorporated 

BACHE  HALSEY  STUART  SHIELDS 

Incorporated 


THE  FIRST  BOSTON  CORPORATION 
SALOMON  BROTHERS 


BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated 


DILLON,  READ  <fe  CO.  INC.     DREXEL  BURN  HAM  LAMBERT     E.  F.  HUTTON  &  COMPANY  INC. 

Incorporated 


KIDDER, PEABODY &C0. 

Incorporated 


LAZARD  F  RE  RES  &  CO. 


LOEB  RHOADES,  HORN  BLOWER  &  CO. 


SMITH  BARNEY, HARRIS  UPHAM  &  CO. 

Incorporated 


WERTHEIM  &  CO.,  INC. 

November  15, 1978 


LEHMAN  BROTHERS  KUHN  LOEB 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated 

WARBURG  PARI B AS  BECKER 

Incorporated 

DEAN  WITTER  REYNOLDS  INC. 


AND  A  THRIFTY    in  order  to  "out-Thrifty"  Thrifty, 
SP^QIJ^L  ACCOUNT       major  competitors  would 

^Ahj  CAi/c  i/rMf       ^^^^     S*^^  y^*^  ^  discount  of  up  to 

CAN  bAVt  YOU  48.7%.  Maybe  more.  And  our  Special 
UP  TO  48.7%.  Account  program  gives  your  company 
a  choice  of  ways  to  save.  (1)  With  special  low  time  and  mileage 
rates,  gasoline  included.  (2)  With  cost-cutting  "dry"  rates 
whereby  you  buy  the  gasoline  and  Thrifty  throws  in  the  first 
100  miles  per  day. 

We'll  include  $1  million  combined  single-limit  BI/PD  insurance 
in  the  bargain,  plus  collision  protection  with  $100  deductible — 
as  opposed  to  competition's  $250  deductible. 

We'll  give  you  lots  of  extra  Thrifty  service,  too.  Like  con- 
firmed reservations  on  any  size  car,  courtesy  airport  pickup  and 
delivery  and  more. 

And  we'll  provide  it  at  nearly  400  destinations  in  all  50  States, 
Canada,  Central  America  and  Great  Britain. 

For  details,  send  the  coupon.  We'll  give 
it  very  special  attention. 

THE  OFF-AIRPORT 
CAR  RENTALCENTERS. 


Thnfty  Rent-A-Car  System,  Inc.,  2430  N.  Sheridan  Road.  Tulsa,  Oklahoma  74151 
Please  send  me  Special  Account  information  my  company  needs.  I  understand  we  are 
under  no  obligation  by  making  this  request 

Name  Tide  


Name  of  Business 
Mailing  Address  _ 
City 


Trends 


cording  to  NAR,  with  one  in  eight 
for  $90,000  or  more.  Sales  are  espei 
strong  in  the  South  and  West,  bu 
phenomenon  is  actually  nationwid 


Tenant  vs.  landlord 

Apartment  owners  have  their  owr 
cial  worry  about  the  national  tax  re^ 
they  fear  it  will  mean  more  rent-c< 
laws.  The  National  Rental  Hd 
Council,  a  trade  group  of  apartment 
ers  and  developers,  has  sounded  th 
sin,  noting  that  rent  control  is  ci 
books  in  New  York,  California, 
necticut.  New  {ersey,  Massachuset 
Washington,  D.C.  and  is  under  con 
ation  in  at  least  19  other  states,  inc 
Pennsylvania,  Florida,  Colorado  anc 
as.  Tenant  groups  are  arguing  tha 
control  is  the  only  way  they  can 
share  in  the  property  tax  saving) 
duced  by  California's  Proposition  1 
similar  measures. 


Look,  Ma!  No  handa 

Eyeball  control  for  aircraft  and  othe 
chines  could  become  a  reality  if  rei 
under  way  at  the  Wright-Pattersc 
Force  Base  in  Ohio  pans  out.  Air 
scientists  there  are  working  on  ar 
tronic  gadget  called  an  oculome 
guide  weapons  by  synchronizing  th 
a  pilot's  eye  movements,  thus  freei 
hands  for  other  tasks.  The 
mounted  in  front  of  the  pilot,  woulc 
low-intensity  light  beam  to  recoil 
movements  and  send  them  to  a  co 
er,  which  would  then  lock  the  plan 
its  target.  The  researchers  also  thin 
same  principle  could  be  used  to  o| 
augers  for  coal  mining  or  to  ste( 
manned  fire-fighting  vehicles  into 
wise  unapproachable  areas. 


Japan's  nonpartisai 
bureaucrats 

American  businessmen  who  have 
reduced  to  tears  fighting  throug 
thickets  of  lapan's  bureaucracy  nei 
feel  put  upon.  Japanese  suffer  the 
problem.  For  years,  Japan  Air  Lin< 
been  trymg  to  get  a  green  light 
planned  high-speed  rail  link  betwc 
kyo  and  the  new  Narita  Airport,  to 
nate  the  present  harrowing  43-mi 
by  taxi  or  bus.  The  airline's  offici 
nally  appealed  directly  to  the  poob 
Japan's  ruling  political  party,  the  I 
Democrats.  The  result:  even  highe 
blocks  for  the  proposed  rail  line,  b( 
of  bureaucratic  resentment  over 
effort  to  bypass  them  by  talking 
politicians.  ■ 
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You  can  have  the 
same  computing  capability  that 
helps  create  Boeing  airplanes 
. . .  from  Boeing  Computer 


Capability  to  help 
[managers  manage. 

.^3ur  newest  management  system 
EIS  —  Executive  Information 
Service  —  is  the  most  comprehen- 
'fsive  program  for  financial  planning, 
'  eporting,  and  control.  Customers 
ell  us  that  EIS  gives  them  a  total 
ook  at  their  operation  —  from 
)ersonal  management  planning, 
lepartmentally,  to  complete  consoli- 
lation  of  the  financial  management 
)f  the  company.  Originally  created 
or  Boeing's  needs,  EIS  has  been 
■nhanced  for  use  by  all  financial 
xecutives.  Many  companies  are 
low  using  it,  and  BCS  can  make  EIS 
ivailable  for  your  operation, 
t's  a  service  that  can  be  tailored  to 
our  business  yet  is  flexible  enough 
3  grow  with  business  expansion, 
o  respond  to  the  day-to-day 
jj.usiness  problems  —  planning, 
jlnalysis,  reporting,  forecasting  and 
ontrol  —  take  a  look  at  a  responsive 
lanagement  system  —  EIS. 

Capability  to  help 
!ngineers  design. 

ngineering  power  like  the  new 
TRUDL  —  an  advanced  structural 
nalysis  package  on  the  CYBER 
75  —  makes  engineering  time 
lore  productive  while  cutting  com-, 
uter  costs.  Other  engineering 
:)ftware  packages  —  a  complete 
Drary  from  energy  systems 
irough  project  management  — 
rovide  the  opportunity  for  greater 
2rsonal  engineering  creativity 
nd  productivity.  Use  them  to  take 
^er  routine  calculations,  absorb 


overloads,  and  carry  out  complex 
analyses.  Some  of  the  engineering 
packages  are  exclusive, 
while  others  have 
been  significantly 
enhanced 


by  BCS  to  provide  the  newest 
computerized  engineering  features. 
Whether  your  company  is  large  or 
small,  whether  you  use  computer 
time  interactively  or  in  batch 
modes,  BCS  could  have  the  package 
that  fits  your  engineering  program. 

Backed  with 
total  support. 

BCS  currently  serves  1900  clients 
and  provides  more  service,  more 
support,  and  more  efficiency 
than  you'll  find  from  most  computer 
service  firms. 

BCS  has  the  training  personnel, 
the  technical  representatives,  the 
specialists  —  in  all  disciplines  — 
to  keep  you  "on-stream."  And,  we 
designed  our  products  to  meet 
customer's  needs. 

With  over  $200  million  of  IBM, 
CDC,  DEC,  and  other  manu- 
facturers' hardware,  BCS  gives  you 
tremendous  computing  capacity 
and  productivity  improvement  capa- 
bility. And,  having  one  of  the 


world's  largest,  privately-owned 
communications  networks,  you  get 
fast  access  —  from  your  office 
or  in  one  of  ours  in  80  cities. 

Elements  for 
your  success. 

When  you  need  financial  problem- 
solving,  specific  engineering  pro- 
grams, commercial  bank  and  thrift 
institution  services,  data  processing 
software,  or  sheer  machine  capacity, 
there's  a  wide  range  of  capabilities 
available  from  BCS  —  a  competi- 
tive, full  service  company.  For  an 
immediate  consultation  on  your 
problem,  call  or  write  W.  Thomas  H. 
MacNew,  Director  of  Marketing 
Communications  at  (201)  540-7722, 
Boeing  Computer  Services  Co., 
177  Madison  Avenue,  Morristown, 
N.J.  07960. 


Boeing  Computer  Services  Co. 

177  Madison  Ave.,  Morristown,  N.J  07960 

□  Please  send  me  a  copy  ot  "How  BCS  Helps.' 

□  Have  your  representative  call  for  an 
appomtment 


organization 


city 


zip 


telephone 


BOEING  COMPUTER  SERVICES  COMPANY 


A  Division  ot  The  Boeing  Company 


No  company 
canofieryoua 
small  copier 

they  doiA:  have. 

If  all  you  need  is  a  simple  small  copier,  a  few  companies 
probably  have  one  that  can  fill  the  bill. 

Naturally,  we  feel  that  none  fills  it  better  than  the  Xerox 
3100  portable  copier. 

But  if  you  need  a  small  copier  that  makes  same  size  copies 
as  large  as  14  x  25,  our  3100  LDC  is  the  one  that  can  do  it. 

If  you  haveto  reduce  large  originals,  our  3107  is  the  only 
small  copier  that  can  bring  them  down  to  a  size  people  can  handle. 

Our  3400  is  the  only  small  copier  that  automatically  sorts 
copies  and  gives  you  completely  finished  sets. 

We  not  only  offer  you  the  widest  variety  of  small  copiers, 
we  also  make  it  possible  for  you  to  rent  them  or  buy  them  with 
financing  directly  from  Xerox. 

If  you  decide  to  buy,  we'll  offer  you  extras  like  constant 
updating  of  equipment,  a  service  contract  and  much,  much  more. 

So  instead  of  placing  other  companies  in  the  embarrassing 
position  of  having  to  explain  what  they  don't  have,  call  us. 

We'll  be  happy  to  show  you. 

XEROX 


XiTOX  ®.  MOO®.  1100  LIX:.  1107.  and  Umi  ,irc  tc.idi-marks  of  XEROX  CORPORATION. 


FollowThrough 


Financial  Advisor 
to 

Fine  Families 


Kanaly  Trust  Company 

Tkxas'  Private  Trust  Institution 

4550  Post  Oak  Place 
Houston,  Ttexas  77027  713/626-9483 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  Yori<,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Does  Morley  Safer 
read  Forbes? 

Forbes  readers  who  watched  CBS'  60 
Minutes  broadcast  about  the  Frankhn 
Mint  and. its  "collectibles"  one  recent 
Sunday  might  have  thought  they  were 
watching  a  rerun.  Reporter  Morley  Safer 
detailed  how  Franklin  Mint  collectors 
who  thought,  rightly  or  wrongly,  they 
were  investing  in  items  that  would  in- 
crease in  value  over  the  years  were  in  for 
a  rude  awakening.  One  avid  Franklin 
Mint  fan  sat  stunned  in  her  living  room 
as  Safer  ticked  off  her  treasures  against  a 
New  York  dealers'  price  list.  Four  Audu- 
bon plates,  for  example,  for  which  the 
lady  had  paid  $628.50  would  bring  just 
$30  each,  Safer  intoned.  Sadly,  the  collec- 
tor commented:  "Even  the  Audubon  So- 
ciety wouldn't  buy  them." 

More  than  a  year  before  Safer  took  to 
the  air,  Forbks  (July  15,  1977)  had 
checked  New  York  dealers — some  of  the 
same  ones  as  on  the  CBS  cameras — and 
heard  the  same  sad  story.  We  reported 
how  shocked  one  collector,  a  doctor,  was 
to  find  that  his  $18,000  Frankhn  Mint 
investment  would  bring  only  $6,000 
from  a  major  New  York  coin  dealer.  And 
a  year  before  that,  Forbes  (Aug.  I,  1976) 
quoted  a  big  California  coin  dealer  as 
saying:  "We've  bought  a  lot  of  Franklin 
Mint  and  I'd  say  probably  80%  to  85%  of 
the  people  who  sell  to  us  lose  money." 

The  on-camera  rebuttals  from  the 
mint's  chairman,  Charles  L.  Andes,  also 
sounded  like  echoes.  Repeatedly,  Andes 
told  60  Minutes  that  his  customers  were 
collectors,  not  investors.  They  sought 
"beauty  and  satisfaction,"  he  said,  not 
the  intrinsic  worth  of  the  precious  met- 
als in  the  product  (which  is,  in  fact,  sel- 
dom more  than  a  fourth  of  the  retail 
price).  Andes  had  stressed  the  same 
point  to  Forbes  in  1976,  saying  that  FM 
fans  were  "not  looking  for  speculative 
appreciation.  Fewer  than  10%  might  be 
thinking  in  terms  of  silver  or  gold  appre- 
ciating." Andes  insisted  that  most  FM 
items  did  appreciate  and  shrugged  off 
Safer's  contention  that  the  mint's  ex- 
pertly crafted  brochures,  by  adroit  use  of 
words  like  "precious"  and  "limited"  and 
phrases  like  "guaranteed  issue  price," 
could  leave  the  reader  with  at  least  an 
aura  of  lasting  and  possibly  increasing 
value  for  an  FM  collection. 

The  mystique  of  the  collector  aside, 
other  factors  have  appeared  to  affect 
FM's  sales.  Competitive  "mints"  were 
coming  into  the  market  as  far  back  as 
1969  when  Forbes  ^Otr  7  5,  1969)  report- 
ed on  the  initial  success  of  FM  and  its 
founder,  Joseph  Segel  (who  retired  in 
1973  a  multimillionaire).  This  competi- 
tion has  continued  to  multiply.  In  recent 


years  the  U.S.  public  has  also  been  j 
an  education  in  the  precious-metals 
ket.  The  buyer  who  might  have  the 
of  FM  items  as  investments  began  t 
offers  for  official  coins  like  the  S 
African  Krugerrand  and  Mexico's 
peso  piece  at  minimal  4%  to  8%  pi 
ums  over  their  bullion  value.  Backec  ^ 
$4  million  advertising  budget,  Sout 
rica  sold  more  than  $100  million  v 
of  its  gold  Krugerrands  within  a 
after  first  marketing  them. 

Lately  the  fading  of  the  glow  oi 
coins  and  medals  has  been  matchi. 
the  loss  of  appeal  the  firm's  shares 
held  for  investors.  Two  years  ago  F( 
noted  that  $1,000  put  into  FM  shai 
1967  was  worth  $68,000  in  1976, 
happy  situation  was  not  to  last.  Fra: 
Mint  shares  in  1976  fluctuated  bet 
36  and  23;  the  following  year,  bet 
29  and  7;  this  year,  between  1 1  a 


(AiDis  from  Frank/ill  Mtnl 
When  do  coUectors  become  investl 
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Wre  American  Airlines.  Doing  what  we  do  best 

Americai^ 
newest  barsain 

FirstClass. 


First  class  on  ^^American  Air- 
lines now  costs        just  20%  more 
than  Coach;  But^|p  even  though 
we've  reduced  our  First  Class  fares, 
we've  improved  our  service. 


Only20% 

As  always,  you're  sure  to 
ftnOTG  enjoy  the  greatest  First 

manCoach.  ^J^ZarTl'^I 

m .     J  I      I  all:  more  room 

And  look  to  work  or  relax. 

^llULJUU  airports  we've  got 

separate  check-in  positions  for  our 
First  Class  passengers. 

On  our  transcontinental  flights, 
a  new  First  Class  menu  features  fine 
wines  and  a  wide  selection  of  entrees. 
And  new  First  Class  headsets  are 
soft  and  comfortable,  like  earmuffs. 

On  those  same  transcontinental 
flights,  we  try  to  load  First  Class 
luggage  kist—so  it  comes  off' first. 

For  reservations,  call  your  Travel 
Agent  or  American  Airlines. 

Next  time,  fly  First  Class  with  Us. 
Because  giving  you  more  for  less 
is  one  of  the  things  we  do  best. 


American 


00-00  QOQODOOOOOOO^- 


1 OO  0  0  O  O;  0  0  0  0  0  0  0    0  0  0  O  Q. ' 


ryLlner 


•■On  all  flights  in  the  continental  United  States  and  Canada. 


Guaranteed 
overnight  package 

service. 

It  doesn^  just  mean 

you  can  get 
your  money  back. 


you  ¥ron't  have  to. 


Next  Day  Express  Mail  guaran- 
tees* overnight  service  by  10  a.m.  Or 
your  money  back.  All  of  it. 

But  we  know  you  really  want  to 
get  your  package  there  on  time.  Not 
to  get  your  money  back. 

This  guarantee  is  our  straight- 
forward demonstration  of  confi- 
dence. After  all,  we  handle  millions 
of  packages  that  have  this  guaran- 
tee. So  you  better  believe  we're  go- 
ing to  be  on  time. 

All  you  have  to  do  is  to  get  your 
package  to  an  Express  Mail  Post  Of- 
fice before  5  p.m.  Anything  mail- 
able, up  to  70  pounds. 

We'll  get  it  to  the  destination 
Express  Mail  Post  Office  ready  to 
be  picked  up  as  early  as  10  a.m.  the 
next  business  day. 


City  to  city, 
Post  Office  to  Post  Office, 
by  10  a.m.  Guaranteed. 

What  does  it  cost?  A  lot  less 
than  you'd  think.  For  example,  it's 
only  $8.50  to  get  a  5-lb.  package 
fromN.Y.toL.A. 

For  about  two  dollars  more, 


well  deliver  it  right  to  their  door  b 
3  p.m.  If  not  earlier.  Weekends  an 
holidays,  too. 

We've  got  over  1,600  Expres 
Mail  Post  Offices  in  over  1,00 
cities.  Look  in  the  Yellow  Pagfi 
under  Air  Cargo  for  the  Expres 
Mail  Post  Office  nearest  you. 

Got  something  to  ship  in 
hurry?  Ship  it  Express  Mail. 

With  our  guarantee,  we  have 
be  tough  on  ourselves.  And  th; 
makes  it  easier  on  you. 


*  Our  guarantee:  100%  refund  of  Express  Mail  postage  upon  application  at  origin  if  mailed  by  5  p.m.  at  an  Express  Mail 
Post  Onice  and  not  available  for  claim  at  a  destination  Express  Mail  Post  Office  by  10  a.m.  next  business  day  or  delivery 
not  attempted  to  addressee  by  3  p.m.  of  the  next  day  (unless  delayed  by  strike  or  work  stoppage).  &1978 


U.S.  Postal  Service 
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The  best  place  for  your 
business.  And  your  family. 
Boca  Raton. 


Overall  sales  peaked  at  $307  million  in 
1976;  in  1977  they  slipped  to  $290  mil- 
li(in.  Earnings  also  lost  their  luster. 
Franklin  had  minted  a  $2.28  per-share 
rigure  in  1975  and  $2.92  in  1976.  Last 
lyear  they  fell  to  85  cents  a  share,  and 
1  prospects  for  1978  are  poor.  During  the 
I  irst  three  quarters,  FM  earned  62  cents  a 
share,  compared  with  $2.05  during  its 
I  )eak  year  of  1976. 

!  One  problem  has  been  that  since  1975, 
he  year  gold-buying  became  legal  for 
[  Americans,  FM's  long-term  medallion 
i  ales  began  to  fail  to  come  up  to  projec- 
I  ions  and  as  it  diversified  into  books, 
I  :rystal  and  other  non-metallic  wares,  the 
I  atio  of  promotion  costs  to  order  back- 
[og,  5.4%  in  1970,  jumped  to  10.2%.  An- 
i  les  has  responded  with  draconic  cost- 
,  utting.  EarHer  this  year  he  told  FM 

Jtockholders  the  mint's  payroll  had  been 
rimmed  from  3,221  to  2,554.  Capital 
!  bcpenditures,  which  he  had  slashed  from 
I  planned  $19  million  for  1977  to  $9.9 
lillion,  were  cut  to  $3  million  for  1978. 
[  ]  The  company  is  also  trying  to  diversify 
liirther  out  of  its  metal  items — medals, 
foins,  statuettes  and  the  like — which  in 
;  977  accounted  for  71%  of  its  sales  and 
0%  of  its  operating  income.  This  pro- 
'  ram  doesn't  seem  to  be  moving  as 
'  uickly  as  Andes  had  hoped.  In  May  he 
!  romised  that  six  product  lines  would  get 
iiarket  tests  this  year.  So  far,  only  one, 
■fering  plants  in  a  program  with  the 
merican  Horticultural  Society,  has  got 
i  the  ground,  though  more  new-product 
sts  are  planned  for  1979. 
From  the  days  of  founder  Segel,  criti- 
sm  has  been  common  coin  for  Franklin 
iint.  A  spokesman  for  the  American 
I  umismatic   Society   told   Forbes  in 
)69:  "I  wouldn't  spend  a  nickel  on  that 
uff."    The    carping,    however,  was 
owned  out  by  the  merry  ring  of  sales 
id  earnings.  No  longer.  On  a  Sunday 
^ht  60  Minutes  lowered  its  electronic 
xim.  The  next  day  over  157,000  shares 
FM  stock  were  traded  on  the  New 
irk   Stock   Exchange  and  the  price 
i>pped  a  full  point  to  5%.  Chairman 
ides  indignantly  blamed  the  flap  en- 
cly  on  Morley  Safer  ("totally  inaccu- 
!c  and  misleading")  and  accused  CBS 
a  "blatant  attempt"  to  discredit  Frank- 
1  and  "to  strengthen  the  competitive 
sition"  of  Columbia  House,  a  CBS  sub- 
liary  that  is  one  of  FM's  direct  com- 
titors.  CBS  retorted  that  the  program 
s  been  selected  "solely  on  the  basis  of 
ws    judgment."    A    Franklin  Mint 
ikcsman  would  say  only  that  the  man- 
ment  was  "studying  its  options."  To 
nHi:s  readers,  unlike  the  TV-viewing 
;blic,  the  whole  controversy  was  frank- 
:  I  old  hat.  ■ 
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Boca  Raton,  Florida  has  long  been  noted 
as  one  of  the  finest  places  to  live  in  all  of 
America,  with  an  exceptional  quality  of 
life,  beautiful  residences  and  extraordi- 
nary community  and  cultural  facilities. 

Now  it  is  fast  emerging  as  the  new 
home  for  business  in  South  Florida. 
With  quality  companies  moving  to  this 
Palm  Beach  County  community  from 
all  over  the  country. 

The  reasons. 

An  excellent  labor  force,  good  trans- 
portation, abundant  energy  and  a  good 
educational  system.  Plus  an  enlightened 
and  aggressive  financial  community. 
But,  most  of  all,  the  new  850-acre  Arvida 


Park  of  Commerce,  directly  adjacent  to 
1-95,  and  zoned  for  research,  develop- 
ment, light  industry  and  offices.  A  totally 
planned  business  center  in  a  park-like 
setting. 

For  information,  call  Scott  Martens 

at  (305)  395-2000.  Or  send  us  the  coupon. 

The  Arvida  Park  of  Commerce 


ARVIDA  RE ALTY  SALES .  INC  ,  REALTOR 
P.O.  BOX  100.  BOCA  RATON,  FLORIDA  33432 


Name  

Title  

Company  

City/State/Zip. 


Atmos. 

The  only  clock  in  the  world  powered  by  air 


The  extraordinary  Atmos"*draws  its  power 
directly  from  the  air  we  breathe.  The 
merest  variations  in  air  temperature  are 
enough  to  keep  Atmos  running  silently, 
accurately,  indefinitely. 

Prized  by  presidents  and  kings  and 


notables  around  the  world,  the  handcrafted 
Atmos  IS  a  once  in  a  lifetime  gift,  a  most 
important  recognition  award. 

For  your  free  brochure,  write  the 
Atmos  Clock  Company,  New  Rochelle, 
New  York  10810. 

Manufacturer's  suggested  retail  price  from  $595-00 


Up  front 
most  computers 
look  like  this: 


Up  front  ours 
look  like  this! 


Computers  are  famous  for 
their  ability  to  produce  and 
recall  data.  So  does  ours,  but 
it  also  helps  you  produce 
beautiful  music!  Interested  in 
this  unique  product?  We'll  be 
happy  to  send  you  informa- 
tion and  the  name  of  your 
nearest  Allen  Organ  dealer. 


ALLEN  ORGAN  COMPANY 
Dept.  F-12 
Macungie,  PA  18062 

Please  send  more  information. 


Name. 


Address. 
City  


state. 


-Zip. 


A-T-O — ^the  reactions 

Sik:  I  strongly  protest  the  vicious  and 
inaccurate  attack  on  A-T-O,  ■  Inc.,  its 
management  and  some  of  the  people  as- 
sociated with  the  company  in  its  early 
days  ( "Vi'i/I  The  i'is/j  Bile  /\i>,ain  Al  Tije  Same 
Old  Bait?"  Sept.  IH).  The  piece  is  concoct- 
ed of  half  truths,  innuendos,  misstate- 
ments and  outright  lies. 
— 11  any  l:  Fii>^ic  Jr. 
(  hairnhiii  and  CEO, 
A-r-O.  I)ic. 
Clei  eland,  Ohio 

Sih:  It  IS  untrue  that  Saunders,  Stiver  and 
Co.  had  anything  to  do  with  "Teamster 
money,"  nor  was  it  or  any  of  its  officers 
or  employees  in  any  way  connected  to 
Teamster  money. 

The  ComCorp.  situation  had  nothing 
to  do  with  Saunders,  Stiver  leaving  the 
securities  business;  Saunders,  Stiver  was 
active  in  the  business  long  after  the  two- 
day  suspension  due  to  salesmen's  activi- 
ties in  ComCorp.  Nor  was  the  Securities 
&  Exchange  Commission  the  cause  of 
Saunders,  Stiver  leaving  the  securities 
business.  I  chose  to  voluntarily  liquidate 
the  firm  rather  than  put  more  capital 
into  it. 

You  insmuate  that  I,  other  officers  and 
the  firm  of  Saunders,  Stiver  &.  Co.,  as 
msiders,  bought  stock  cheaply  and  sold 
to  the  public  at  high  prices  thus  taking 
advantage  of  them.  AH  stock  bought  by 
us  was  at  current  market  prices  and  sold 
within  the  law  and  SEC  restrictions. 
—John  O  Doerge 
Rocky  River,  Ohio , 

Forbes  stands  by  the  A-T-O  story.  Harry 
Figgie  refused  requests  from  this  magazine 
for  an  intetTiew  prior  to  the  article.  T/je  SEC 
confirms  their  suspension  of  Saunders.  Stii  er 
c- Co  icasfor  60  days,  not  2  days.  The  Stirling 
Homex  prospectus  lists  Doeige  a>id  his  firm 
among  principal  and  selling  stockholders" 
before  the  initial  public  offering — Ed. 

Sept.  14 

Sir:  Your  article  is  too  loaded  with 
falsehoods  and  innuendos  about  me 
and  others  to  attempt  a  detailed  rebut- 
tal in  limited  space.  Some  of  the  more 
patent  are  these:  You  suggest  that  I 
was  one  of  the  "insiders"  who  made 
profits  on  A-T-O  and  Stirling  Homex.  I 
never  had  any  other  connection  with 
Stirling  Homex  except  as  an  adversary 
on  behalf  of  clients.  Inquiry  of  me  by 
your  reporter  would  have  elicited  re- 
cords showing  that  all  securities  of 
both  companies  ever  owned  by  me 
were  purchased  in  the  public  market. 
You  try  to  associate  me  with  recent 


events  involvmg  Technicare  by  i 
I  was  a  director,  but  you  omit  t 
left  that  board  over  seven  years  a> 
— A  A.  Sommer  jr 
Washington,  D  C. 

Malcolm  Forbks:  I  am  taking  the  li 
of  informing  you  that  Robert  |.  Fla 
an  apparent  employee  of  Forbks 
zine,  is  incompetent,  a  liar  and  a  vi 
of  the  most  fundamental  ethical  rec 
ments  of  his  profession — and  I  su 
that  you  fire  him. 
— A  A.  Sommer  Jr 
Washington,  D  C 


A.  A.  Sommer,  Jr. 


The  hand-uritten  note  from  fontie 
Commissioner  Sommer  was  appa 
prompted  by  MSE's  not  taking  up  his  s 
tion  to  fire  Senior  Editor  Flaherix — Ed 


New  York's  wet 

Sir:  Concerning  your  comment 
New  York  being  a  "vibrantly  vital  is 
(Fact  and  Comment,  A'or.  13)-  As  farai 
concerned  New  York  can  drop  inl 
ocean,  if  only  Forbes  were  saved! 
— Miller  Swat  ley 
Leesburg.  Fla 


An  adverse  impact 

Sir:  Could  it  be  possible  that  ther 
correlation  between  the  accoi 
change  described  in  Mr.  Minard 
counting  article  ("So  Waddya  Suf 
Not:  13),  which  mentions  that  the  1 
cial  Accounting  Standards  Board  re 
companies  to  expense  rather  thai 
italize  research  and  development 
and  the  situation  which  you  so  righ 
deplore  in  Fact  and  Comment  abou 
the  U.S.  used  to  account  for  two-th; 
the  world's  R&D  expenditures  am 
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On  November  8,the  sound 
of  the  Challenger  taking  off 
was  drowned  out  by  me 
sound  of  the  competition 
eating  their  words. 

Canaclair  is  proud  to  announce 
hat  on  November  8.  the  inevitable  hap- 
pened. The  Canad£iir  Challenger  flew. 

We  alwav's  kntw  it  would.  We 
vf  re  nonplused  by  all  those  who 
ambasted  our  paper  ^iirplane,  saving  it 
vould  never  fly. 

Nonetheless,  no  other  business 
■t  m  history  has  sold  so  many  planes 
icffjre  fu'st  flight. 

So  clearly  enough,  the  business 
ommunity  was  confident  that  the 


Challenger  would  meet  the  challenges  it 
set  for  itself:  unsurpassed  NB.Aa'\  IFR 
range  of  4,500  statute  miles;  a  top  speed 
of  over  5(50  mph;  and  a  wide  body  cabin 
with  more  floor  area  than  any  existing 
business  jet. 

Today,  the  first  flight  is  iilready  a 
part  of  history.  Those  who  witnessed  the 
event  in  Montreal  know  that  the  next  era 
in  business  aviation  has  arrived. 

To  those  who  believed  in  the 
Challenger  ft'om  the  start,  we  extend 


our  thanks.  To  those  who  sniped  at  us, 
we  extend  our  s\'mpath\'. 

For  more  infonnation,  wiite  to 
James  B.  Taylor  President,  Canadair. 
hic.  Dept.  FB8, 274  Riverside  Avenue, 
Westport,  Connecticut  0(5880.  Or  call  him 
at  20.3-226-1,581. 


We  challenge  -my  business  jet 
to  match  it. 


perfornKinrc  fi^nirr^  foi"  thi>  aiKcrtivciin'iil  for  C'h.-)lli'n;^('r  mx-  b;iM'<]  upon  wind  luniiol  tests  ;iiid  cmjinccriiiu  statisticil  analysis  wilh  actual  fliylit  testing  in  provjress. 


wm 


Doift  let  the  low  price 
scare  you. 


The  Panasoaic  Microcassette  RQ-165. 
Only  1%"  thick  and  5%"  high. 


It  costs  under  $100.' 
Yet  it  has  features 
found  on  machines 
costing  twice  the  price. 

It's  the  Panasonic 

RQ-165  Micro- 
,  cassette  recorder. 
#  With  capstan  drive 
'  for  precise  tape 
speed.  A  lockable  pause 
control,  so  you  can 
stop  and  collect  your 
thoughts  without  shut- 
ting off  the  recorder. 
Cue  and  review  so  you 
can  find  your  thoughts 
quickly.  All  this— and 
you  can  use  a  60- 
minute  cassette  (not 
30,  like  some  other 
micro  recorders). 

The  RQ-165  Micro- 
cassette  recorder. 
It's  one  more  way 
Panasonic  lets  you  take 
a  picture  of  a  voice. 

Panasonic. 

just  slightly  ahead  of  our  time. 


•Manufacturer's  suggested  retail  price.  AC  adapter  Included.  Rechargeable  battery  pack  optional. 


It  helps  management 
manage. 


SQUASH  JHUrS  , 


XAic-e  K-ids  TO 


At* A*  Glance'  Personal  Planners 

Mix  business  with  pleasure  without  getting  mixed  up. 
See  your  day  week  or  month  At  •  A  •  Glance. 


Readers  Say 


SHEAFFER  EATON 

Sheaffer  Eaton  Division  of  Te>!ron  Inc 


accounts  for  only  one-third? 

With  the  present  horizon  span 
of  today's  managers,  I'll  give  yo 
guess.  This  is  just  further  evidence 
impact  of  accounting  changes 
business  world. 
— Dick  H  Deichmami 
Vice  President-Finance, 
Visual  Graphics  Corp. 
Tamarac,  Fla 


Unethical 

Sik:  The  act  by  one  of  the  big 
accounting  firm  partners  of  accusi 
troleum  engineers  of  not  having  a  i 
sional  code  of  ethics  ("New  Federal 
dy  For  Seedy  Experts,"  Oct.  2)  may 
tute  an  unethical  practice.  Petr 
engineers  do  have  the  same  code 
ics  as  other  engineers  do. 
— Mihir  K.  Sinha 
Murray,  UtaJ) 


Yes,  yes,  Horatio 

Sir:  Dr.  Henry  Beam  ("No,  No,  He 
Trends,  Oct.  30)  fails  to  take  into  c 
eration  that  for  many  years  Horai 
ger  heroes  were  the  only  inspiratu 
hope  many  young  people  had.  Th 
before  our  affluent  society  produi 
the  many  scholarships  and  educi 
grants  and  loans. 

Dr.  Beam's  advice  of  "starting 
top"  is  nothing  new.  He  fails  to  no 
to  do  this,  one  must  have  started 
bottom  of  the  educational  ladder 
cured  the  background  of  McNamai 
menthal,  etc.,  before  being  able  t 
at  the  so-called  top. 
— Zenon  C.R.  Hansen 
President, 

Horatio  Alger  Awards  Committee 
New  York,  N.Y. 


Let  him  have  it! 

Sir:  This  past  summer  I  visited 
Gauguin  in  Tahiti  [where  on  lo£ 
Gauguin  painting  from  the  Forbes 
.zine  Collection]. 

Therefore  I  was  surprised  to  i 
Fact  and  Comment  (Oct.  16)  tha 
son,  Malcolm  Ir.,  has  not  come  ii 
inheritance  yet.  If  you  think  the 
nal  Revenue  has  a  heyday  witl 
income,  wait  until  you're  up  in 
looking  at  what  they  do  to  your 
Please,  allow  Junior  to  have  these 
now  so  my  children  can  visit 
Forbes. 

— Richard  K.  Brow?: 
King  of  Prussia,  Pa 

FORBES,  DECEMBER 


)  better  balance  the 
□lance  sheet  of  a  company  like 
merican-Standard,  a  man  must 
e  totally  performance-oriented. 


972,  American-Standard  instituted 
)gram  to  improve  the  company's 

itability. 

^6  improve  it  they  did.  Over  the 
I  five  years,  American-Standard  has 
1  Based  earnings  by  a  compounded 
'  3  annually,  culminating  in  a  21% 
■  n  on  stockholders'  equity  in  1977. 

ie  of  the  contributors  to  this  per- 
:  ance  has  been  Vice  President  and 

;urer  Dick  Francis. 

lother  has  been  his  Chemical 

^er,  Tom  Quirk. 

nerican-Standard  employs  the  ser- 
•  >  of  several  banks.  But  its  relation- 


ship with  Chemical  Bank  dates  back 
to  1932.  Today,many  people  in  both 
organizations  are  involved.  But  Francis 
and  Quirk  are  providing  the  leadership. 

Quirk  and  his  team  have  worked  to- 
gether to  provide  the  efficient  banking 
services  that  contribute  to  a  company's 
profitability— responding  on  both  the 
domestic  and  export  fronts  with 
multimillion-dollar  lines  of  credit  for 
American-Standard  and  its  customers. 

But  Quirk  and  his  team  have  pro- 
vided special  services,  as  well.  To  help 
speed  the  collection  of  company  cash 
and  get  maximum  use  from  short-term 


funds.  Quirk  introduced  Francis  to 
ChemLink,  Chemical's  financial  man- 
agement system.  And  when  American- 
Standard  decided  to  appoint  a  master 
trustee  to  consolidate  the  trust  activi- 
ties of  its  pension  funds,  Francis  again 
turned  to  Chemical  Bank—  on  the  basis 
of  service  and  performance. 

It  takes  respect  and  understanding  to 
establish  a  relationship  like  the  one  be- 
tween Francis  and  Quirk.  That's  what 
usually  happens  when  corporate  offi- 
cers get  together  with  Chemical  bankers. 
And  what  results  is  bottom  line  benefits 
for  both  the  company  and  the  bank. 


CkmicalBaink 


Main  Office:  20  Pine  Street,  New  York,  New  York  10005.  Abidjan,  Bahrain.  Beirut,  Birmingliam,  Bogota,  Brussels,  Buenos  Aires,  Cairo,  Caracas, 
Channel  Islands,  Chicago,  Dubai,  Edinburgh,  Frankfurt,  Hong  Kong,  Houston  (affiliate),  Jakarta,  London,  Madrid,  Manila,  Mexico  City,  Milan. 
Monrovia,  Nassau,  Paris,  Rio  de  Janeiro,  Rome,  San  Francisco,  Sao  Paulo,  Singapore,  Sydney,  Taipei,  Tehran,  Tokyo,  Toronto,  Vienna,  Zurich- 


The  making  of  steel  requires 
enormous  amounts  of  energy. 
Many  years  before  the  recent  energy 
crisis,  U.S.  Steel  people  were  work- 
ing to  make  our  steel  mills  as  self- 
sufficient  as  possible. 

First,  we  have  gradually  reduced 
our  dependence  on  natural  gas  and 
fuel  oil  while  increasing  our  use  of  coal 
and  the  gases  produced  from  it.  Today, 
about  70  percent  of  the  energy  used  in 
^  -       steelmaking  is  derived  from  coal;  by  1985 
T  '  expect  that  coal  will  supply  an  even 

i  v  greater  percentage. 

*  ■  Second,  U.S.  Steel  mines  substantial 

quantities  of  coal  for  use  in  steelmaking  op- 
erations. We  also  maintain  reserves  of  coal 
which  should  last  through  the  next  century.  In 
the  past  five  years  we  have  opened  three  large 
mines  and  a  fourth  will  soon  be  operational. 

More  than  many  people  may  realize,  Amer- 
ican industry  must  have  a  reliable  supply  of  do- 
mestic steel.  Our  self-sufficiency  in  energy  goes 
far  toward  helping  us  to  fill  this  very  basic  need. 

Self-reliance. 

It's  one  of  our 
strengths. 


United  States  Steel,  600  Grant  St.,  Pittsburgh,  Pa.  15230 


T  fi AOEM ARK 


Of  the  5  Great  Liqueurs 
^^^?A  intheworld 
pily  (Hie  is  made  in  America. 


This  Christmas  give  America's  First  Great  Liqueur 


This  Holiday  season,  give  the  first  great 
liqueur  made  in  America:  Wild  Turkey 
Liqueur,  created  in  Kentucky  by  the  origi- 
nators of  America's  finest  native  whiskey. 
Wild  Turkey. 


Wild  Turkey  is  the  "sippin'  sweet  cream" 
of  liqueurs,  made  to  be  savored  slowly  after 
dinner.  You've  tasted  the  great  liqueurs  of 
Europe.  Now  give  America's  great  one— Wild 
Turkey  Liqueur.  Handsomely  gift-boxed. 


NOTICE  SUPPLY  WILL  BE  LIMITED  IF  NOT  IN  YOUR  STORE,  PLEASE  CONTACT  AUSTIN.  NICHOLS  &  CO  .  LAWRENCEBURG.  KY  80  PROOF  1977 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WE  GRINGOS  ARE  KIDDING 

jxico's  oil  and  gas  reserves  are  now  reliably  estimated  to 
cond  only  to  those  of  Saudi  Arabia.  Yet  our  government 
to  be  playing  a  cat-and-mouse  game  with  Mexico  on  the 
of  our  interest.  I  keep  reading  that  our  cabinet  energy 
Secretary  Schlesinger,  is  "brilliant,"  but  if  this  attitude 
iifference  and  niggardliness  is  a  sample,  then  we  need 
one  in  charge  who's  less  brilliant  and  more  intelligent, 
xico  has  something  we  mightily  need.  Mexico  is  not  in 
it's  next  door  to  us  and  not  involved  in  the  volatile  politics 
Middle  East.  Compared  with  transporting  oil  and  gas  from 


OURSELVES,  NOT  MEXICO 

Alaska  and  the  Red  Sea,  getting  the  stuff  from  our  neighbor  to  our 
markets  would  be  an  inexpensive,  reliable  steel-pipe  cinch. 

With  both  the  President  and  Mrs.  Carter's  genuine  affection 
for  and  understanding  of  Mexico  and  Mexicans,  I  would  think 
he  and  friendly  inclined  President  Ldpez  Portillo  could  sit 
down  and  very  soon  arrive  at  an  arrangement  that  would 
enormously  benefit  both  countries. 

A  phony  posture  downgrading  our  need  for  what  they've  got, 
or  any  other  form  of  condescension,  is  so  sophomoric  that  it 
should  be  laughed  right  out  of  Washington. 


"STANDARD  ACCOUNTING  PRACTICES** 

AT&T  would  have  lost  money  last  year  if  it  had  been  permitted  by  regulatory 
authorities  to  depreciate  plant  and  equipment  at  the  same  rate  that  IBM  does. 

AN  ABSURD  COMPLIMENT  TO  SWITZERLAND 


Swiss  franc  soars  higher  than  their  Alps, 
dollar  sinks  lower  than  spend-and-tax  politicians, 
—almost — funny  that  foreign  currency  speculators  have 
erized  the  world's  moneymen  into  thinking  the  mone- 
nit  of  tiny  watch-making  Switzerland,  with  its  6  mil- 
ipulation  and  $99  billion  gross  national  product,  can 


shoulder  the  weight  of  the  world's  commerce;  that  the  dollar, 
backed  by  95  million  working  people  in  a  nation  of  more  than 
200  million  with  a  gross  national  product  of  $1,887  billion,  is 
worth  less  and  less — that  the  buck  is  relatively  worthless  vis- 
d-vis  the  Swiss  franc. 
Paging  Alice:  We've  got  a  real  wonderland  for  you. 


SECRETARY  OF  DEFENSE  HAROLD  BROWN 


Imes  invites  a  dozen  or  so  business  and  professional 
to  a  Pentagon  supper  with  him  so  that  he  can  "exchange 
.  n  an  informal  setting  to  help  me  leam  what  is  on  the 
I  of  knowledgeable  persons  with  whom  I  do  not  deal 
I  ly;  to  discuss  both  our  defense  and  other  national  issues." 
the  definition  of  "knowledgeable"  is  flexible,  I  was 
d  recently  and  came  away  impressed  that  this  vital  post 
etty  cool  and  competent  hands.  On  the  costly,  complex, 
I  idly  consequential  decisions  and  problems  Defense 
■restle  with,  this  man  weighs  in  rather  than  wading  in 
le  pistol-packing  fashion  too  often  prevalent  among 
y  Movers. 

olitely  but  unequivocally  thumbs-dovraed  the  Forbes 
il  (Oct.  30)  urging  Japan  to  rearm  substantially.  He  felt 


that  this  would  seriously  disturb  the  present  Pacific  balance, 
enormously  upset  both  China  and  Russia,  Korea  and  other 
bitter-memoried  Asians.  He  was  enthusiastic  about  the  possi- 
bility of  Japan  contributing  considerably  more  in  one  way  or 
another  to  the  high  U.S.  cost  of  the  military  umbrella,  upon 
which  Japan  totally  depends. 

He  patiently  but  firmly  supported  SALT  treaty  progress  to 
date.  He  explored  candidly  the  pros  and  cons  and  enormous 
problems  that  a  resumption  of  the  draft  or  universal  service 
would  present,  adding  that  for  the  next  two  or  three  years 
manpower  needs  could  be  met,  importantly  aided  by  increas- 
ing the  number  of  women  volunteers  for  the  services. 

Brown  seems  to  be  very  knowledgeable  about  his  problems, 
in  a  job  where  it's  impossible  to  be  on  top  of  them  all. 
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THAT  OLD  MBANY 


George  Meany,  that  grouchy  old  irascible  president  of  the 
.A.FL-CIO,  quite  a  while  ago  lost  his  clout  by  his  predictable 
anti-everythingness.  He  never  lets  Carter  up  for  air.  But  the 
President  has  the  proper  bead  on  the  old  boy.  He  defuses 
whatever  impact  the  old  Meany's  tantrum-y  comments  on 
Carter's  every  move  might  have  with  good  humor  rather  than 
ire.  Of  George's  purple  prose  on  the  voluntary  wage-price 


effort,  said  the  President;  "We  got  about  as  much  suppo 
our  program  from  Mr.  Meany  as  we  anticipated." 

Which  was  almost  as  good  a  comment  as  the  one  by 
tion  counselor  Robert  Strauss,  who,  when  queried  by  a  bui 
materials  businessman  as  to  how  he  could  apply  the 
guidelines  to  the  20,000  different  items  he  sells,  replied 
had  your  problem,  I'd  jump  out  the  window." 


IT  AIN*T  GONNA  BE  RICCARDO  VS.  LBB 


when  Chrysler,  at  the  instiga- 
tion of  CEO  John  Riccardo,  lassoed 
Lee  lacocca  with  a  lariat  of  green- 
ies  and  the  promise  of  total  power, 
many  of  the  automotive  cogno- 
scenti concluded  these  two  able 
toughies  wouldn't  last  long  togeth- 
er in  the  same  corporate  suite. 

They  are  as  wrong  as  experts 
usually  are. 

Talking  with  John,  I  expressed 
the  view  that  it  was  very  smart  of 
him,  at  the  first  press  conference  announcing  lacocca's  ap- 
pointment as  president  and  chief  operating  officer,  to  put  out 
speculative  fires  by  stating  flatly  that  the  new  president  would 
also  become  chief  executive  officer  in  a  year's  time. 

"Our  talents  mesh,  and  when  you  face  the  problems 
Chrysler  does,  you  don't  let  personal  pride  interfere  with  sound 


Lee  lacocca  and  John  Riccardo 


business  sense,"  Riccardo 
mented.  "I've  been  devoting 
of  my  time  to  raising  thi 
quantities  of  money  it  takes 
in  this  business.  As  chairma 
continue  to  do  that  mighty 
tant  job,  so  Lee  will  be  free 
Chrysler  really  rolling  agam 
Continued     John,  chuc 
"When  we  made  our  anni 
ment,  we  knew  we  were  go 
have  to  offset  the  news  o 
record  losses  and  declining  sales.  We  didn't  know  th 
Dow  Jones  was  also  going  to  be  dropping  out  of  bed 
the  face  of  all  that,  Chrysler's  stock  went  up  on  the  I 
news,  so  I  think  you  would  have  to  admit  we  m 
money-making  move." 
Amen. 


WHY  DO  YOU  SUPPOSB 

that  summer  hotels  so  often  bum  down  m  late  October? 


IWlMfl  HonoCoipoRilion 
«mtalok>aplMsg> 
from  running  Me  snag*, 
It  IcO  HCHimicinm 
do  th«  paper  work. 


ONB  AD*S  SILLY, 
THB  OTHBR  SUPBRB 

Only  the  Over-Liberated  think  sex  appeal 
should  be  repealed.  But  silly  ads  like  this 
one  so  stretch  the  point  that  it  gives  the 
anti's  a  leg  up. 

Instead,  look  with  what  compelling  beau- 
ty Grand  Marnier  makes  its  point  with  this 
series  of  desolate  (and  sexless)  scenes. 


WHAT  IS  IT  ABOUT 

that  so  fabulously  irritates  so  many?  In  one  day's  mail — both 
dated  Oct.  4 — this  editor  received  these  two  letters  from 
opposite  coasts  but  sharing  a  common  thought.  The  first  from 
South  Pasadena,  Calif.: 

"I  have  just  finished  happily  watching  the  first  American 
League  playoff  game,  with  the  sound  off  and  my  radio  on. 
Debating  whether  I  should  write  the  various  TV  advertisers  to 
make  it  clear  this  is  my  normal  practice  whenever  Howard 
Cosell  is  obnoxiously  in  view.  .  .  ." 
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HOWARD  COSBLL 

The  other,  from  a  New  York  editor: 

"All  of  us  watched  the  ABC  thmg.  It  was  okay,  but  1 1 
could  have  been  a  great  deal  better.  It  confirmed  my  susj 
that  television  interviewers  are  far  from  the  most  inte 
people  around.  The  only  good  thing  about  them  is  that  y 
turn  them  off.  .  .  .  God  knows  they  turn  me  off.  There 
the  possibility  of  revenge  via  the  color  controls.  I  like  tc 
Howard  Cosell's  face  purple  so  I  can  fantasize  that  he'i 
ing  to  death  on  his  tongue." 
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'ellow  boob-tuber  Johnny  Carson,  the  night  before  the  big  "Well,  not  exactly  free.  You  have  to  listen  to  Howard  Cosell." 
-Spinks  championship  fight,  reminded  his  viewers  that  Poor  Howard.  I'm  sure  he  cries  all  the  way  to  the  bank  every 
y  could  watch  it  "free  on  television,"  and  then  added,  payday. 

THE  COMPUTER  CAN*T  BE  BLAMED  FOR  THIS  ONE 

An  estimable  magazme  sent 
out  a  renewal  offer  not  long  ago 
to  a  subscriber  who  had  not 
renewed.  The  label  was  re- 
turned with  a  line  through  the 
gentleman's  name  and  a  hand- 
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written  notation.  "Died  in  74." 

You  guessed  it — the  correc- 
tion was  made. 

And  the  next  mailing,  identi- 
cal to  the  first,  went  out  ad- 
dressed to  "Died  in  74." 


ROCKY^S  REPRODUCTIONS 


on't  you  agree  it's  highly  applaudable  that  Nelson  Rockefel- 
s  starting  a  new  business  which,  if  it  makes  money,  will 
5le  him  to  add  the  federal  government  to  his  lengthy  list  of 
anthropies?  I'm  sure  his  joy  at  handing  over  half  of  any- 
g  he  may  make  will  be  unbounded  after  he  discovers  how 
cult  it  IS  to  make  a  buck  in  business  these  days. 
Dcky's  new  business  is  creatmg  reproductions  of  many  of 

THE  BEST  THINGS  IN  LIFE 

too  often  are  either  free  or  very  expensive. 


the  outstanding  pieces  from  his  eclectic  art  collection.  They'll 
be  available — at  thumping  prices. 

As  for  the  argument  about  the  real  value  of  copies,  I  hope  the 
good  Guv  isn't  haunted  by  his  comment  to  a  political  colleague 
who  complained  bitterly  about  Rocky's  gift  to  another  pol — 
"Governor,  you  even  gave  him  a  Picasso!"  said  the  angry  one. 

"Hell,  George,"  replied  Nelson,  "it  was  only  a  print." 

LOVE  IS  FREE 

but  at  what  a  price! 


THE  U.S.  TRADE  GAP  WITH  JAPAN 


By  M.S.  Forbes  Jr. 

nust  be  sharply  curtailed  for  their 
;ake  as  well  as  ours. 

The  red  ink  in  our  current  account 
vith  the  lapanese  (which  includes 
rade,  travel,  fees  for  shipping  and  in- 
urance  and  other  short-term  finan- 
ial  flows)  now  exceeds  our  deficit 
vith  all  of  OPEC.  In  1975  the  trade 
;ap  between  the  U.S.  and  lapan  came 
o  only  SI. 7  billion.  In  1976  it  soared 
o  $5.3  biUion.  In  1977,  $8.1  bilhon. 
'his  year  it  could  hit  S12  billion. 

As  the  U.S.  economy  slows  next 
ear  and  unemployment  increases, 
le  protectionist  pressures  generated 

om  this  deficit  will  grow.  They 
luld  result  in  a  catastrophic  trade 

ar  that  would  harm  lapan  far  more 
lan  the  U.S. 

The  lapanese  are  formidable  trad- 
s.  The  quality  of  many  of  their  prod- 
:ts  exceeds  our  own.  But  that  hefty 
irplus  is  not  merely  the  result  of 
leir  being  better,  more  efficient  pro- 
icers  than  Americans, 
lapan  still  is  not  playing  the  trade 
me  fairly.  In  1975-76,  for  instance, 
e  lapanese  share  of  our  color  TV 
arkct  rocketed  from  17%  to  as  high  as 
>%.  Was  it  a  sudden,  dramatic  im- 
ovement  in  the  quality  of  Nipponese 
ts  that  accounted  for  that  extraordi- 
ry  growth?  No,  it  was  ruthless  price 


cutting  made  possible  by  generous  gov- 
ern ment  subsidies,  direct  and  indirect. 

Last  year  the  U.S.  output  of  goods 
increased  7%,  yet  imports  from  lapan 
zoomed  47%.  As  famed  international 
monetary  sage  Edward  Bernstein  puts 
it,  "It  is  inconceivable  that  any  one 
country  can  have  a  comparative  ad- 
vantage in  such  a  wide  range  of  prod- 
ucts as  lapan  does  with  the  U.S." 

Some  observers  believe  that  our 
enormous  deficit  reflects  sluggishness 
on  the  part  of  American  exporters, 
that  if  U.S.  companies  were  only  more 
patient  and  persevering,  our  exports  to 
lapan  would  grow  dramatically. 

There  is  truth  to  the  charge  that  we 
haven't  been  as  aggressive  in  this  area 
as  we  should  be,  that  there  is  un- 
tapped opportunity  for  U.S.  exporters. 

But  we  haven't  been  as  slack  as 
these  analysts  suggest.  Since  1975, 
U.S.  exports  to  lapan  have  grown  at  a 
6%  annual  rate,  not  greatly  different 
from  that  of  many  countries  far  more 
export-oriented  than  we. 

The  problem  isn't  s>o  much  the  so- 
so  growth  in  American  exports.  In  the 
past  36  months  Japanese  exports  to 
the  U.S.  have  cloiihk-cl.  from  SI  1.3  bil- 
lion to  almost  $24  billion.  TImi  is  the 
reason  for  the  gargantuan  trade  gap. 

The  October  trade  figures,  which 
showed  that  [apan's  U.S.  trade  surplus 
had  fallen  20% ,  are  not  as  promising  as 


they  seemed  at  first  flush.  Some  im- 
provement was  unavoidable,  given  the 
dollar's  35%  depreciation  against  the 
yen,  but  the  deficits  are  still  too  large. 
On  an  annual  basis,  the  Japanese  sur- 
plus still  comes  to  more  than  $9  billion. 
Moreover,  the  drop  in  Japan's  trade 
surplus  with  the  rest  of  the  world  was 
largely  accountedf  or  by  a  step-up  in  the 
imports  of  enriched  uranium  and  oil  to 
beat  upcoming  price  increases. 

What  should  we  do?  We  must  force- 
fully tell  Japan  that  more  promises 
and  minor  corrective  actions  will  no 
longer  suffice.  Not  only  must  Japan 
truly  open  up  its  markets  to  foreign- 
ers, but  it  must  begin  phasing  out  the 
enormous  subsidies  given  to  its  ex- 
porters as  well. 

We  could  suggest  that  the  alterna- 
tive might  be  our  slapping  a  heavy 
tariff  on  Japanese  goods  coming  into 
this  country,  a  tariff  that  would  effec- 
tively price  most  of  their  items  out  of 
the  market.  The  Japanese  government 
would  then  have  a  political  excuse  for 
its  supporters,  one  which  would  allow 
it  to  make,  the  necessary  changes  in 
its  trade  practices. 

A  step  like  that  would  cause  a  tem- 
porary crisis  in  our  relations. 

But  a  continuation  of  that  enor- 
mous trade  disparity  could  lead  to 
something  far  worse:  a  fundamental 
rupture  between  our  two  nations. 
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Other  Comments 

often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


Oil,  Then  Sun  Aplenty 

Mexico's  President  Jos^  Lopez  Portillo 
reported  proven  reserves  of  20  billion 
barrels  of  oil,  probable  reserves  at  an  ad- 
ditional 37  billion  barrels,  and  possible 
reserves  at  200  billion  barrels.  That's  in 
Saudi  Arabia's  league;  a  responsible  U.S. 
official  terms  the  startling  figures  as 
"likely  to  be  on  the  conservative  side." 

Now  that  the  need  for  the  Carter  sky- 
is-falling  [energy  crisis]  propaganda  is 
over,  and  now  that  the  Mexicans  have 
learned  the  U.S.  will  not  pay  exorbitant 
prices  to  import  energy  across  the  Rio 
Grande,  will  Mexico  become  a  major 
source  of  U.S.  energy  in  the  1980s;  The 
old  fears  that  politicians  or  foreigners 
would  rape  Mexican  resources  is  mean- 
ingless today:  Oil  brings  lofty  prices,  the 
profits  stay  in  Mexico,  and  if  the  wells 
run  dry  in  50  years,  that's  no  big  deal — 
the  world  will  then  be  running  on  solar 
energy,  and  Mexico  is  up  to  its  sombrero 
in  sunshine. 

— William  Safire, 
hilcniational  Herald  I'ribiDie 

.  .  .  Many  Mexicans  are  dreaming  of 
revenge  [over  the  collapsed  U.S. -Mexican 
gas  deal]  somewhere  down  the  road,  per- 
haps after  a  string  of  long,  bitter  winters 
in  the  U.S.  "Whenever  I  go  to  the  states,  I 
do  what  I  can  for  the  cause,"  says  a 
wealthy  Mexico  City  businessman.  "In 
my  hotel  I  turn  on  all  the  lights,  the  TV, 
and  the  air  conditioning — and  I  leave 
them  on.  I'm  hoping  that  someday  the 
damned  U.S.  will  have  to  buy  our  gas." 

— John  Huey,  Wall  Street  Journal 

Solvency  before  Constancy 

It  is  not  the  girls  I  mind.  It  is  [Burr's] 
goddamned  incompetence  with  money! 
— wife  of  Aaron  Burr  in  Gore  Vidal's  Biar 

Silent  Conversations 

Cleveland  Amory  writes  that  the  two 
must  have  conversed  "almost  entirely  in 
pauses."  [President  Calvin]  Coolidge's 
crusty  silence  and  [Secretary  of  the  Trea- 
sury Andrew  W.]  Mellon's  Tibetan  si- 
lence suggested  a  profundity  that  neither 
had.  Louis  Waldman  was  not  far  from 
the  mark  when  he  wrote  that  "  'Silent 
Cal'  was  silent  because  he  had  nothing  to 
say."  The  silence  was  probably  also  a 
function  of  the  great  reserve  that  Coo- 
lidge  and  Mellon  shared,  which  was  in 
turn  a  fvmction  of  their  basic  shyness. 
One  last  explanation  for  the  silence — and 
possibly  the  most  nearly  complete  expla- 


nation of  them  all — was  the"  one  that 
Coolidge  himself  put  forth:  "I  have  never 
been  hurt  by  anything  I  didn't  say." 

—The  Melloiis.  by  David  E.  Koskoff 

My  Son,  First  Worker 

My  son  considers  himself  a  "human 
sacrifice"  on  the  altar  of  the  Church  of 
the  Establishment.  He  was  15  before  we 
could  use  the  word  "employment"  in 
front  of  him.  The  word  broke  his  face 
out.  Maybe  a  lot  of  you  know  my 
son.  .  .  .  He's  the  first  person  to  ever 
have  half  of  his  paycheck  withheld  for 
some  service  that  he  has  never  requested 
(federal  income  tax,  hospitalization.  So- 
cial Security,  etc.).  He  stands  alone  as  the 
only  worker  who  is  dominated  by  a  se- 
nile boss  (age  35)  who  engages  in  office 
brutality  by  insisting  he  arrive  on  time  in 
the  mornings  and  after  lunch.  Something 
tells  me  I'll  have  the  first  kid  to  retire 
three  years  before  he  has  anything  to 
retire  from.  — Erma  Bombeck 

Power  of  Prayer 

Saudi  Minister  of  Industry  Ghazi  al- 
Qusaibi,  who  has  published  volumes  of 
poetry,  told  me,  "Maybe  it  is  because  I 
happen  to  be  a  poet  that  I  am  aware  of  the 
tragic  sense  of  h'istory.  I  know  that  not  all 
hopes  are  attainable,  and  even  when  they 
are  attainable,  not  always  satisfying.  Our 
role  in  the  world  cannot  grow  much  larg- 
er. We  are  merely  moving  downstream  a 
little  in  the  oil  production  business — 
going  from  production  through  refining 


to  petrochemicals.  The  Saudi  famil 
been  in  power  for  200  years — with 
brief  intermission.  We  are  not  likt 
nouveau  riche  who  suddenly  becoi 
millionaire.  Or  perhaps  I  should  say 
colonel  who  never  had  power  but 
seizes  office  and  has  to  prove  h 
control  the  world.  We  know  that 
things  are  possible  and  other  thin^ 
possible.  In  my  own  case,  I  pray  five 
a  day.  I  prostrate  myself  before  C 
cleanse  myself  of  any  exaggerated  i 
tance.  That's  a  potent  weapon  again 
grossly  inflated  ego." 

— Joseph  Kraft,  7'he  ^'eu• 


It  is  a  damn  poor  mind,  indi 
which  cant  think  of  at  l\ 
two  ways  to  spell  any  wonl 
— President  Andrew  JacI 


Body  &  Spirit 

We  liked  what  Father  Lester  had 
in  his  newspaper  column  "The 
Angle"  when  he  was  asked  to  what 
people  should  be  forced  to  step  into  1| 
their  own  self-protection.  He  pointi 
that  we  should  take  "ordinary"  mel 
keep  our  body  and  soul  together  bu f 
"the  body  is  made  for  the  spirit  .  . 
free  to  take  some  bodily  risks  ...  1 
sake  of  living  proper  and  fully." 

— Roger  Hull,  Roa] 

Profitless  Fun 

The  San  Diego  Padres  club  is  a  h 
lot  of  fun,  like  my  wife,  but  thei 
profit  in  either  one. 

—Ray  Kroc,  senior  cha 
McDonald's  Corp 


"SXliere  there's  a  will  there's  a  loophole! 


c  Punch — Scully 
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75  different  makes  and 
models  help  Hertz  keep 
superstar  status. 

A  wide  choice  of  cars  is  just  part  of 
the  Hertz  story. 

Fifty-four  performance  standards  help 
provide  each  customer  with  a  clean, 
reliable  car  fast.  And  Hertz  has  the  most  rental 
locations  worldwide.  That  makes  it  easy 
for  the  Hertz  customer  to  be  a  Hertz  customer 

Then  there  is  the  Hertz  #1  Club.® 
Its  members  get  special  computer  reservation 
treatment— such  as  pre-filled-out  forms 
and  preassigned  cars  ready 
before  the  customers  even  arrive 
at  the  Hertz  counter. 

In  the  ten  years  since  Hertz  became 
part  of  RCA,  profit  has  risen  364% 
on  a  revenue  increase  of  109%.  Last  year, 
Hertz  reported  the  largest  year-to-year  earnings 
gain  in  its  history. 

From  Hertz  rental  cars  to  weather  satel lltes, 
from  Banquet®  frozen  foods  to  Coronet  floor 
coverings,  RCA  is  dedicated  to  innovation,  quality 

and  steady  growth.    ©1978  RCA  Corporation 


Mercedes-Benz  unveils  a  new  kind  of 
performance  automobile: 

the  300SDTurbodiesel  Sedan 

Its  turbocharged  engine  boosts  power  and  torque  and  transforms  Diesel  performance, 
yet  fuel  appetite  is  actually  cut.  And  this  advance  is  matched  by  the  car  itself - 

the  most  capable,  most  sumptuous  Diesel  in  Mercedes-Benz  history. 
The  300 SD  TUrbodiesel  Sedan:  the  boldest  forward  stride  since  Mercedes-Benz 
built  the  world's  first  production  Diesel  automobile  42  years  ago. 


ti 


Moving  with  the  smooth  ease  and 
eager  response  you  might 
expect  only  from  a  gasoHne  engine, 
the  new  Mercedes-Benz  300  SD 
Turbodiesel  Sedan  responds  vividly 
to  your  throttle  foot  even  at  low 
speeds . .  .even  in  highway  passing 
. .  .even  on  long  uphill  climbs. 

Meanwhile,  the  Turbodiesel 
retains  that  workhorse  efficiency 
you  can  only  expect  from  a  Diesel - 
sipping  the  cheapest  automotive 
fuel  sold  in  America,  devoid  of 
spark  plugs  and  carburetors  and 


points,  all  but  immune  to  conven- 
tional tune-ups. 

In  a  single  technical  master- 
stroke, the  most  desirable  traits  of  a 
gasoline  and  a  Diesel  engine  have 
been  blended  into  one.  An  advance 
significant  enough  to  make  this  not 
just  a  new  kind  of  Diesel  but  a 
unique  new  kind  of  car. 

Five  supercharged  cylinders 

That  masterstroke  is  turbocharging 
of  the  300SD's  five-cylinder  engine. 
Named  after  the  turbine  princi- 


ple it  follows,  a  turbocharger  hai 
nesses  the  engine's  own  exhaust 
gases  to  radically  increase  the  su! 
ply  of  air  fed  into  the  cylinders - 
\\\.ev2L\\\  supercharging  them  witl 
for  more  volatile  combustion. 

Turbochargers  have  appeare< 
many  types  of  engines,  but  nevel 
til  now  on  the  engine  of  a  Diesel 
tomobile.  The  effect  is  amazing. 
Maximum  power  is  boosted  by  4 
percent,  for  example,  and  maxi 
mum  torque  by  46  percent. 

And  the  driving  experience 


nakes  even  those  numbers  pale. 
That  old  Diesel  stigma  of  feeble 
( )rque  and  leisurely  pickup  has 
anished  in  a  burst  of  turbocharged 
nergy.  This  is  one  Diesel  that  can 
^reak  away  from  stoplights  and 
illbooths  with  the  traffic,  not 
)ehmd  it.  That  extra  thrust  you  need 
n  freeway  entrance  ramps  can 
)c  found.  You  can  sustain  a  normal 
Inving  pace  on  the  Interstates, 

)ur  after  hour. 
.     Mercedes-Benz  lest  data  show 
lat  although  400  pounds  heavier 
lan  its  lively  300  D  Sedan  stable- 
late,  the  Turbodiesel  can  zip  from 
ero  to  55  mph  in  2.6  seconds  less 
me  -  placing  it  among  the  quickest 
iesel  cars  in  history. 

No  minor  feat  for  an  engine  of 
nly  three  liters  or  183  0  cubic 
iches  in  capacity;  yet  no  great  sur- 
rise  for  an  engine  so  efficient  that  it 
reduces  .601  horsepower  per  cubic 
ich  of  displacement  -  the  best  ratio 
■power  to  engine  size  of  any 
iesel  passenger  car  power  plaht 

the  world. 

j         Fuel  appetite  down 

artling  as  it  may  seem,  this  extra 
jrformance  helped  reduce  the 
rbodiesel  engines  normal  appe- 
e  for  fuel. 

I  Turbocharging  so  handily  solved 
e  Diesel  need  for  power  that  it 
ied  the  engineers  to  specify  a 
ore  economical  rear-axle  ratio  -  in 
"ect,  gearing  the  car  to  go  further 
1 :  the  power  produced  by  a  given 
lion  of  fuel. 

Consider  the  Turbodiesel's  per- 
I'mance.  Then  consider  that  EPA 

I  1 


Each  piston  in  the  5-cylinder  Tlirhodiesel 
engine  is  cooled  by  a  fine  spray  of  oil 
injected  from  below. 


estimates  show  29  mpg  in  highway 
driving  and  24  mpg  in  the  city.  Natu- 
rally, your  mileage  will  depend  on 
the  condition  and  equipment  of 
your  car  and  on  where  and  how 
you  drive. 

Record-breaking  reliability 

This  breakthrough  has  hardly  been 
rushed  to  the  market.  Mercedes- 
Benz  placed  the  300 SD  Turbodiesel 
engine  in  production  only  after  5 
years  of  testing  -  and  only  after  plac- 
ing it  in  the  reliability  record  books. 

Fitted  with  a  modified  version  of 
this  engine,  a  C-111-3  research  car 
went  out  on  April  30,  1978  and  set 
nine  world  records—  including  one 
stint  of  2,3^5  miles  in  twelve  hours 
at  an  average  speed  of  195. 39  mph. 
For  the  entire  record  run,  the  engi- 
neers report  a  fuel  mileage  figure  of 
14.7  mpg. 

A  car  apart 

The  Diesel  turbocharging  trail 
blazed  by  Mercedes-Benz  with  the 
Turbodiesel  may  some  day  be  fol- 
lowed by  others.  But  no  Diesel  en- 
gine will  ever  share  the  privilege  of 
propelling  a  comparable  car.  It  is 
the  unique  combination  of  that  en- 
gine and  this  automobile  that  truly 
sets  the  Turbodiesel  apart. 

As  befits  the  most  elegant  Diesel 
Mercedes-Benz  has  ever  built,  the 
Turbodiesel  sits  on  the  longest 
wheelbase  of  any  Diesel  car  pro- 
duced by  the  company  in  modern 
times.  Yet  its  turning  circle  is  a  tight 
38  feet  and  its  cri.sp  handling  lets 
you  nip  through  traffic. 


Fastidious  engineering  is  every- 
where. Y)u  glide  along  on  a  suspen- 
sion that  is  neither  sp  )ngy  nor  harsh, 
but  designed  to  provide  both  ride 
comk)nand  roadholding.  The  key  is 
the  independent  suspension  of  all 
four  wheels,  allowing  each  wheel  to 
individually  react  to  the  road  surface. 

Each  shock  absorber  is  gas  pres- 
surized to  help  cushion  even  minor 
ripples.  The  automatic  transmission 
provides  not  three  but  four  speeds, 
and  the  option  of  shifting  for  your- 
self if  you  prefer.  From  a  mono- 
coque  body  shell  to  11-inch  disc 
brakes  at  all  four  wheels,  nothing 
from  the  vast  store  of  Mercedes- 
Benz  technical  expertise  has  been 
held  back. 


TTjk  turbocharged five-cylinder  Mercedes-Benz 
Diesel  research  car  just  shattered  nine  world 
speed  records -including  one  IcAp  at  an  aver- 
age speed  of 203  3  7  mph. 


Inside,  you  and  your  passengers 
are  a  coddled  group:  surrounded  by 
thick  padding,  velour  carpet  under- 
foot, cradled  in  spacious  seats  front 
and  rear.  Bi-level  climate  control, 
electric  windows,  automatic  cruise 
control,  central  vacuum  locking 
system  and  AM/FM  stereo  radio  are 
all  built  in. 

Also  built  into  your  300  SD  Turbo- 
diesel: 120  safety  features,  perhaps 
the  most  attractive  fact  of  them  all. 

Summing  it  up 

In  1886,  the  gasoline-powered  auto- 
mobile was  pioneered  by  the  two 
men  who  founded  Mercedes-Benz. 
In  1936  came  the  world's  first  pro- 
duction Diesel  passenger  car,  again 
from  Mercedes-Benz.  And  now  in 
1978  begins  the  era  of  the  turbo- 
charged Diesel  passen-  /-T"^ 
gercar.                           f    i  \ 
And  once  again,  the  in-  L^^J 
novator  is  Mercedes-Benz.   ^ 


Forbes 


\)w  independent  can  an  outside  director 
ally  be?  Plenty,  as  Robert  Gintel  has  just 
bwn  Superscope  s  management. 

A  funny  thing 
happened  on 
the  way  to 
the  office 


N  THE  MORNING  of  Nov.  8,  68-year- 
old  Chairman  Joseph  Tushinsky 
of  Superscope,  Inc.,  a  Cahfornia 
|r  and  distributor  of  high-fidehty 
equipment,  was  just  sitting  down 
sakfast  when  the  telephone  rang. 
:aller,  Richard  Grasso,  identified 
tlf  as  a  vice  president  for  corporate 
|es  at  the  New  York  Stock  Ex- 
It  was  only  6:55  a.m.  at  Tu- 
cy's  Encino,  Calif,  home,  but  the 
Dard  in  New  York  was  just  five 
|es  away  from  the  beginning  of  an- 
trading  day. 

sso  said  he  was  considering  a  halt 
^ing  in  Superscope  because  he  had 
four  allegations:  that  the  company 
Ibstantially  understated  the  size  of 
pnd-quarter  loss;  that  Edward  B. 

senior  vice  president  of  finance, 
Isigned  in  a  huff;  that  Superscope 
liled  to  disclose  the  prior  resigna- 
an  outside  director;  and  that  Bank 
erica,  Superscope's  lead  bank,  hav- 
ard  that  Duggan  had  resigned,  had 
lied  a  meeting  with  Tushinsky  to 
it. 

ycall  clearly  caught  Tushinsky  off 
le  told  Grasso  that  he  and  Dug- 
argued  the  day  before  about  Dug- 
ble  in  a  planned  management  reor- 
lion,  but  that  Duggan  hadn't  re- 
Tushinsky  insisted  the 
tion  of  the  director  was  still  pend- 
le  Superscope  chairman  also  in- 
ihat  the  meeting  with  BofA  offi- 
las  planned  in  advance  and  was 
1  routine. 

was  the  allegation  of  a  bigger 
quarter  loss  that  was  most  damn- 
Tushinsky  had  to  admit  he 


knew  nothing  about  it.  While  Tushinsky 
checked  out  the  report,  Grasso  went 
ahead  with  the  trading  halt.  Sure  enough, 
Superscope  put  out  a  release  a  few  hours 
later  saying  that  the  previously  reported 
second-quarter  loss  of  $1.43  a  share  was 


Superscope  (Jviintuai  Joseph  Tushinsky 
He  thinks  Ginte.l  should  have  called 
him  first  instead  of  notyying  the  Big 
Board.  It  would  have  meant  a  delay  in 
the  release  of  material  information. 


being  increased  by  80  cents  to  $2.23  be- 
cause of  an  accounting  error.  Trading  in 
this  stock  wasn't  resumed  until  the  fol- 
lowing afternoon. 

How  did  Grasso  know  about  the  ac- 
counting error  before  the  company's 
chief  executive  did?  Because  one  of  the 
company's  directors  had  decided  to  blow 
the  whistle  on  management.  A  decade 
ago,  such  an  action  would  have  been 
almost  unthinkable;  but  today,  amidst  all 
the  debate  about  directorial  responsibil- 
ity and  corporate  governance,  directors 
are  becoming  more  and  more  indepen- 
dent. Few,  however,  have  gone  so  far  as 
Robert  Gintel. 

Grasso  had  heard  the  allegations  25 
minutes  earlier  in  a  telephone  call  from 
Gintel,  a  Superscope  director  who  head- 
ed the  company's  audit  committee.  Gin- 
tel, who  runs  a  Big  Board  firm  bearing  his 
name  and  a  successful  Greenwich,  Conn, 
money-management  firm  (Forbes,  Oct. 
30),  had  heard  about  the  accounting  error 
the  day  before  from  the  company's  con- 
troller. He  heard  about  Duggan's  resigna- 
tion and  the  meeting  with  the  bankers 
from  Duggan  himself,  who  told  Gintel  in 
a  telephone  call  the  evening  of  Nov.  7 
that  he  had  decided  to  quit.  Duggan  was 
upset  because  even  though  he  was  being 
made  chief  operating  officer,  Fred  Tu- 
shinsky, Joe's  brother  and  the  company's 
chief  marketing  executive,  wouldn't  be 
reporting  to  him.  Duggan  subsequently 
changed  his  mind. 

As  it  turned  out,  the  accounting  error, 
while  material,  wasn't  so  large  as  the 
controller  first  thought,  and  several  days 
later  the  company  had  to  revise  its  fig- 
ures a  second  time  to  show  a  loss  of 
$1.85  a  share  for  the  June  quarter. 

Tushinsky  maintains  Gintel  shouldn't 
have  blown  the  whistle.  He  thinks  Gin- 
tel should  have  called  him  with  the  alle- 
gations, letting  management  decide 
whether  to  notify  the  Big  Board.  Tu- 
shinsky also  makes  it  clear  that  he 
wouldn't  have  issued  a  release  on  the 
basis  of  information  available  Nov.  8. 
Instead,  he  says  he  would  have  waited 
until  Superscope's  outside  auditors  had 
reviewed  the  error.  That  way,  he  says,  no 
second  revision  would  have  been  needed. 

Gintel,  on  the  other  hand,  had  a  strong 
case  for  having  called  the  Big  Board.  He 
says  that  material  information  should  be 
disclosed  immediately.  Moreover,  Su- 
perscope was  in  the  red  for  the  year,  and 
it  had  a  long  history  of  failing  to  meet 
earnings  projections.  But  there  is  more 
to  it  than  that:  The  two  men  have  been 
battling  off  and  on  for  more  than  a  year, 
and  they  still  differ  on  many  key  issues 
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involving  the  operation  of  the  company. 

Gintel  beheves  that  corporate  boards 
should  "consist  of  outside  directors  inde- 
pendent of  management."  How  can  a 
board  influence  management  if  manage- 
ment controls  the  board,  he  asks?  "Who 
can  protect  independent  shareholders 
against  possible  mismanagement?"  His 
thinking  is  similar  to  that  of  many  Se- 
curities &  Exchange  Commission  offi- 
cials v/ho  are  pushing  for  boards  of  direc- 
tors that  are  more  independent  of  man- 
agement. In  contrast,  Tushinsky  runs 
Superscope  as  if  it  were  a  family  fiefdom. 
Besides  Joe  Tushinsky,  the  nine-man  Su- 
perscope Board  includes  three  more  Tu- 
shinskys  (two  brothers  and  a  nephew), 
plus  the  company's  senior  vice  president 
for  sales  and  an  "outside"  director  who 
served  as  the  company's  legal  counsel  for 
16  years.  Another  nephew  serves  as  a 
vice  president  for  administration  and 
presently  acts  as  general  counsel.  Tu- 
shinsky, a  volatile  man  who  worked  as  a 
trumpet  player  for  Toscanini,  a  screen- 
writer for  Warner  Bros,  and  a  movie  lens- 
maker  for  Walt  Disney  before  founding 
the  company  in  1952,  clearly  dominates 
the  family  and  the  rest  of  Superscope's 
management. 

Before  the  summer  of  1977,  Super- 
scope  had  had  no  unaffiliated  outside  di- 
rectors for  at  least  six  years.  Last  year, 
however,  Gintel  and  one  of  his  partners, 
Stephen  Draizin,  forced  their  way  onto 
the  board  after  launching  a  proxy  fight 
against  Superscope.  At  that  time  Gintel 
owned  or  had  voting  power  over  more 
than  160,000  of  Superscope's  2.3  million 
shares  outstanding.  He  now  votes  or  con- 
trols about  120,000  shares,  all  carried  at  a 
loss  by  Gintel  &  Co.  or  three  private 
investment  partnerships  he  manages. 

Gintel  detailed  many  of  his  complaints 
about  Superscope's  management  and 
board  in  a  letter  to  shareholders  dated 
April  18,  1977.  Among  other  things,  he 
charged  that  a  number  of  key  officers, 
including  seven  financial  officers,  had 
left  the  company  in  Vh  years  and  that 
management  had  routinely  revised  its 
earnings  forecasts  between  February 
1974  and  March  1977.  Between  March 
1976  and  April  1977,  he  added,  trading 
was  halted  by  the  NYSE  four  times  to 
allow  dissemination  of  corporate  news. 
Superscope  never  responded  formally  to 
these  charges,  since  it  agreed  to  take 
Gintel  and  Draizin  onto  the  board  before 
the  proxy  fight  was  concluded.  But  a 
close  look  at  Superscope's  public  pro- 
nouncements over  the  years  tends  to 
support  Gintel' s  charges. 

On  Oct.  30,  1975,  for  example,  Tu- 
shmsky  wrote  shareholders  telling  them 
that  the  "third  quarter  of  1975  signaled 
the  beginning  of  a  positive  recovery"  for 
Superscope  from  the  1974-75  recession, 
implying  that  the  fourth  quarter  would 
be  a  strong  one.  Four  and  a  half  months 
later,  however,  the  company  reported 


"Tush.iit&k.y  plans  to  stay  two 
more  years,  and  have  his  broth- 
er replace  him  if  he  retires." 


that  1975  fourth-quarter  earnings  were 
42  cents  a  share,  down  sharply  from 
year-earlier  earnings  of  71  cents  a  share. 
When  the  1975  fourth-quarter  and  full- 
year  results  were  released  in  March 
1976 — prompting  a  6'/4  point  drop  in  the 
stock — Tushinsky  made  the  first  of  sev- 
eral predictions  that  1976  earnings 
would  be  a  record,  topping  1974  share 
earnings  of  $4.30  a  share.  Nonetheless,  a 
year  later,  the  company  reported  earn- 
ings of  only  $3.43  a  share. 

Although  Superscope  made  fewer  pro- 
jections after  Gintel  joined  the  board,  the 
company's  overall  performance  began  to 
worry  him  greatly.  The  company  report- 
ed its  first  quarterly  loss  in  the  last  quar- 
ter of  1977,  and  results  so  far  this  year 
have  been  terrible.  Superscope's  net  loss 
for  the  first  nine  months  of  1978  totaled 
$8.2  million,  compared  with  year-earlier 
profits  of  $2.2  million.  Gross  profit  mar- 
gins for  the  period  fell  to  22.4%  from 
30.4%  a  year  ago.  The  company's  stock 
as  of  mid-November  was  trading  at  about 
6  a  share,  down  from  a  high  of  over  16 
earlier  this  year  and  40  a  share  in  early 
March  1976. 

In  August,  Superscope  said  it  gave  its 


(_)ii!S!(/t:'  (lircclar  Robert  (.,i>itcl 
He    thinks    that    corporate  boards 
should  consist  qfoutside  directors  who 
are  independent  of  management.  The 
result  could  be  more  whistle-blowing. 


three  main  banks  security  interests 
accounts  receivable,  inventories  am 
er  current  assets  as  part  of  a  restruct 
of  financial  agreements  with  the  h 
Last  month  the  company  reported  t 
had  requested  waivers  of  certain  I 
cial  covenants  with  the  banks  beca 
had  fully  utilized  its  credit  lines. 

Faced  with  all  Superscope's  prob 
Draizin  suggested  that  Tushinsk\ 
as  chief  executive  and  bring  in  oi 
management  to  run  the  compaiT. 
shinsky  refused  and  Draizin  res 
Gintel  says,  however,  that  he  h 
plans  to  leave  the  board. 

Tushinsky  contends  that  Supers< 
present  problems  are  almost  exclu 
the  result  of  the  yen's  strong  ap}" 
tion,  which  increased  Superscope's 
(about  70%  of  its  product  is  now  m 
Japan),  and  tough  competition, 
made  it  hard  to  raise  prices.  Ht 
cedes,  however,  that  even  with 
stronger  yen,  Superscope  would  oi 
in  a  break-even  position  for  the  y 
date.  Nonetheless,  Tushinsky  ph 
stay  two  more  years  and  to  ha^ 
brother,  Fred  Tushinsky,  replace  h 
CEO  should  he  retire.  "This  was  a  I 
business  that  started  from  zero  ar 
grown  to  almost  $200  million  a  yt 
sales],"  he  says.  "Certainly,  wc 
incompetent." 

Tushinsky  says  a  lot  of  things  ar 
pening  to  improve  Superscope's  fin 
position  and  to  return  the  comps 
profitability.  Its  Marantz  line  of 
fidelity  equipment  has  been  redei 
to  boost  profit  margins.  Sales  in  E 
where  the  yen's  appreciation  has 
less  great,  have  been  heavily  e 
sized.  Wherever  possible,  product 
cilities  are  being  moved  from  la; 
Taiwan,  where  costs  are  much 
The  company  recently  improved  it 
flow  position  in  a  settlement  pre 
for  an  earlier  termination  of  an 
ment  with  Sony  Corp.  under  whi 
perscope  exclusively  distributed  c 
Sony  tapes  and  recording  equipme: 
shinsky  is  also  optimistic  about 
scope's  prospects  for  selling  its  " 
corder,"  an  electronic  player 
which  uses  cassette  tapes  to  play  i 

As  a  result,  Tushinsky  and  Dugg 
making  predictions  again.  They  ss 
if  business  continues  as  it  has  be 
past  few  weeks,  the  company  co! 
•in  the  black  for  the  fourth  quarte 
Duggan  says  there  is  "no  doubt" 
mind  that  Superscope  will  be  pre 
next  year. 

Gintel  agrees  that  the  compai 
been  taking  a  lot  of  positive  steps  ' 
Itself  around.  But  he  wishes  Tus; 
and  Duggan  would  produce  the 
first  and  talk  about  them  afterwar 
he's  made  it  clear  that  the  Tush 
will  have  to  get  used  to  directors  w 
questions  and  challenge  managei 
actions.  ■ 
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lot  of  U.S.  color-TV  manufacturers  got  what 
ey  wanted  this  year.  It  turned  out  to  be 
mewhat  less  than  enough. 


No  happy 
ending 


s  /;/  (lepartDicHl  start'  c/i\p/(iy 
'.  t  more  can  you  ask  than  everything  you  want? 


\  r  ANY  TIME  in  the  past  four  years, 
ou  had  asked  an  executive  at,  say, 
I  'cnith  or  Admiral  to  describe  the 
if  all  worlds  for  the  color-TV  indus- 
K-  would  probably  have  responded 
thnig  like  this: 

would  be  at  least  a  10  million  unit 
first  of  all.  Wow,  that  would  be 
The  record  so  far,  in  1973,  was 
>  3  million. 

id  there'd  be  a  way  somehow  to  put 
:  m  lapanese  imports.  They're  mur- 
;  us,  and  costing  the  U.S.  thousands 
1  nufacturing  jobs  doing  it. 

id,  oh  yes,  a  price  increase  or  two. 
I   s  no  way  anyone  can  make  a  de- 
I  Hofit  in  this  business  without  one, 
I  haven't  had  one  since  1973." 
i,  this  year  it  all  actually  happened. 
L  imers  suddenly  opened  their  pock- 
<  <s  to  such  an  extent  that  TV  sales 
'  /ell  hit  10.3  million  units  this  year, 
i  le  lapanese  have  not  only  submit- 
a  1977  orderly  marketing  agree- 
m  which  cut  their  color-TV  imports 
»■%;  they  have  also  had  their  TV 
enforced  up  this  year  by  the  antics  of 
lilcredible  soaring  yen.  And  Zenith, 
iBnd  some  others  put  in  a  1.5%  price 
'  ffse  at  the  factory  level  this  summer, 
it  in  years, 
t  LTtheless,  1978  has  turned  out  to 
etty  mediocre-looking  year  for  the 
)lor-TV  industry: 


•  Zenith  Radio  Corp.,  despite  its  tra- 
ditional position  as  market  leader,  will 
be  lucky  to  earn  more  than  $1.00  a  share 
for  the  full  year.  This  result  looks  good 
only  in  comparison  to  last  year,  when 
heavy  writeoffs  converted  a  poor  $1.05  a 
share  into  a  25-cent  deficit.  In  1973,  Ze- 
nith earned  $2.90  a  share  on  essentially 
the  same  dollar  volume,  and  there's  been 
five  years  of  inflation  since. 

•  RCA,  which  has  been  sulking  in  the 
number  two  position  since  1972,  made  a 
determined  effort  through  rebates  to  un- 
seat its  rival  in  the  first  half.  But  Zenith 
met  the  attack  head-on.  Color-set  prices, 
which  had  scarcely  changed  in  over  four 
years,  fell  another  costly  2%  to  3%.  The 
result:  Zenith  did  not  budge  from  its 
normal  21%  to  22%,  nor  RCA  from  its 
18%  to  19%  share  of  the  market. 

•  Rockwell  International's  Admiral 
subsidiary  packed  in  its  U.S.  television 
busine3s  altogether  in  September,  clos- 
ing its  plants,  selling  off  its  inventory 
and  restricting  its  TV  business  to  Canada 
and  Mexico. 

•  GE  hopes  to  cut  its  exposure  by 
transforming  its  TV  business  into  a  joint 
venture  with  lapanese  producer  Hitachi, 
Ltd.  The  latter  would  put  up  knowhow 
and  some  cash,  GE  would  provide  the 
plants  and  workforce — a  sweet  deal  for 
Hitachi. 

•  General  Telephone  Electronics 


did  find  a  way  to  do  well.  But  not  from 
joining  the  first-half  marketing  frenzy, 
though  it  thereby  raised  its  Sylvania 
brand's  share  from  3.2%  to  3.7%.  What 
GTE  made  profits  from  was  selling  pic- 
ture tubes  to  other  makers  and  profitably 
priced  TV  sets  abroad,  to  West  Germans. 

The  heart  of  the  TV  setmakers'  prob- 
lem is  in  the  pricing.  That  much-bally- 
hooed  August  increase  did  not  even  re- 
cover cuts  made  in  the  first  half.  It  will 
take  this  month's  additional  1.7%  hike 
to  do  that,  if  the  hike  holds.  Price  is  also 
why  unit  sales  are  soaring.  While  the 
overall  consumer  price  index  has  risen  to 
nearly  200  over  the  years,  the  CPI  for 
color-television  sets  is  still  about  102 — 
on  the  base  year  of  1967 — and  the  tech- 
nical quality  has  improved.  It's  a  relative 
bargain,  thanks  to  the  competitive  pres- 
sures of  the  industry. 

Nor  are  the  Far  East  producers  van- 
quished by  any  means.  The  Japanese, 
though  limited  to  exporting  to  the  U.S. 
1.75  million  sets  a  year  through  1980,  are 
stepping  up  the  pace  of  their  investment 
in  U.S.  plants  to  circumvent  both  curren- 
cy problems  and  the  import  controversy. 
Meanwhile,  imports  from  still-uncon- 
trolled Korea,  Taiwan  and  Singapore 
have  mushroomed,  going  from  practical- 
ly nil  in  1974  to  more  than  500,000  sets 
this  year. 

In  the  face  of  all  this,  American  pro- 
ducers are  taking  a  leaf  from  the  Japanese 
book  and  moving  production  abroad. 
Last  year  Zenith  closed  a  plant  in  Iowa, 
eliminating  about  4,100  U.S.  jobs,  and 
began  shifting  production  to  plants  in 
Taiwan  and  Mexico.  Zenith  now  em- 
ploys 7,000  abroad  compared  with 
16,000  in  the  U.S.  (None  of  this  means 
imported  color  .se/.s.  so  far,  it  is  all  chassis, 
speakers  and  other  components.  These 
are  brought  in  to  be  assembled  with  U.S.- 
made  cabinets  and  picture  tubes  and 
counted  as  a  domestic  product.  Zenith, 
however,  saves  $10  to  $15  a  set.)  RCA 
and  Sylvania  also  have  substantial  over- 
seas production  facilities. 

So  much  effort  to  stand  still,  in  es- 
sence, in  a  record  year  does  not  bode  well 
for  the  American  industry.  The  color-TV 
market  is  hastening  toward  the  maturity 
that  has  long  since  overtaken  black-and- 
white  sets.  Already,  some  75%  of  sales 
are  to  the  replacement  market  or  to  mul- 
tiple-set households.  The  secular  growth 
rate  is  bound  to  flatten  further,  while 
cyclical  downturns  deepen. 

And  just  now,  there's  a  definite  smell 
of  recession  in  the  air.  Color  TV  may  be  a 
relative  bargain,  but  $500  is  still  $500. 
Some  analysts  are  expecting  the  rate  to 
drop  to  8.5  million  at  its  worst  before 
recovering.  A  figure  like  that  makes  for  a 
much  different  marketing  game  from  a 
10.3  million  set  year.  And  the  last  time 
interest  rates  scaled  these  heights  and 
recession  ensued — this  was  1975 — full- 
year  sales  fell  to  6.5  million.  ■ 
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How  a  minority  shareholder  surprised  a  Dal- 
las company  by  taking  it  public. 

New  Year's  surprise 
in  Texas 


By  John  Merwin 

EVKRY  NOW  AND  THEN  the  little  guy 
wins  one.  So  it  is  with  59-year-old 
Gordon  [ackson  of  Dallas.  Barely  a 
year  ago  Jackson  began  his  drive  to  force 
one  of  the  South's  most  influential  pri- 
vate companies  to  go  public.  Ordinarily, 
going  public  isn't  a  big  deal.  But  for  A.H. 
Belo  Corp.,  publisher  of  the  Dallas  Morn- 
ing News,  owner  of  two  major  Texas  tele- 
vision properties,  two  radio  stations  and 
seven  suburban  Dallas  newspapers,  the 
prospect  is  unwelcome  and  frustrating. 

Two  facts  make  Jackson's  story  unusu- 
al. First,  he  is  neither  an  officer  nor  a 
director  of  Belo  Corp.  and,  until  the 
events  recounted  below,  owned  only  4% 
of  its  stock.  And  second,  Belo,  with  1978 
nine-month  revenues  of  $84  million,  had 
absolutely  no  wish  to  go  public.  The  de- 
nouement: Unless  the  company  can 
scramble  mighty  fast  during  the  next  few 
months,  Belo  is  likely  to  become  one  of 
the  few  U.S.  companies  ever  to  go  public 
and  have  to  report  to  the  Securities  & 
Exchange  Commission  against  its  will. 

For  the  first  time  in  its  136-year  histo- 
ry, the  Dallas-based  media  company 
faces  the  prospect  of  filing  periodic  fi- 
nancial reports  with  the  SEC  by  mid- 
1979,  revealing  corporate  information 
just  as  General  Motors  or  any  other  com- 
pany with  over  300  shareholders  must. 
This  is  particularly  painful  to  Belo's  offi- 
cers, including  President  Joe  Dealey,  who 
through  the  years  have  steadfastly  re- 
fused to  answer  reporters'  questions,  in- 
cluding FoKBEs'  queries  about  this  story. 

Jackson  had  two  reasons  for  wanting 
the  company,  once  owned  by  his  grandfa- 
ther, to  go  public.  First,  he  worried  about 
possible  estate  tax  problems  if  his  family 
were  forced  to  sell  a  stock  with  no  public 
market.  Second,  he  believed  his  late 
grandfather,  G.B.  Dealey,  a  renowned 
Texas  publisher,  wanted  the  Dallas  Morn- 
ing News  empire  owned  locally. 

Since  G.B.  Dealey's  death  in  1946,  Belo 
has  been  controlled  by  a  small  group  of 
Jackson's  relatives,  who  today  own  about 
38%  of  the  stock.  Though  they  consid- 
ered briefly  Jackson's  urgings  that  they 
take  the  company  public,  so  far  the  Dea- 
ley heirs  have  chosen  to  remain  private. 
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Belo  Corp  President  joe  Dealey 
Going  public  but  not  taUeing. 

So  Jackson  decided  to  force  the  issue. 

Acting  as  his  own  attorney,  Jackson, 
who  owns  a  small  Dallas  manufacturing 
business,  found  a  way.  While  he  had  at- 
tended only  a  few  formal  law  school 
classes,  Jackson  managed  to  pass  the 
Texas  bar  exam  25  years  ago  after  read- 
ing law  privately  at  night  with  a  practic- 
ing attorney  and  a  small  town  judge.  Last 
December  Jackson  asked  his  cousins  at 
Belo  for  some  corporate  information  re- 
quired by  Texas  securities  law  for  stock 
registration.  In  early  1978  Belo  complied, 
coughing  up  some  never-before-publi- 
cized tidbits,  such  as  executive  salaries 
and  ten  years  of  financial  reports. 

Next,  Jackson  found  a  seldom  used 
SEC  exemption  that  allowed  him  to  sell  a 
small  amount  of  his  Belo  stock  without 
SEC  registration.  Under  Rule  237,  Jack- 
son could  sell  up  to  $50,000  worth  (the 
new  limit  is  $100,000). 

By  June  Jackson  had  his  prospectus 
printed  and  ran  a  "tombstone"  ad  in  the 
southwestern  edition  of  the  U7///  Street 
Joiiniai  offering  1,666  shares  of  Belo 
stock  in  lots  of  three  shares,  for  $90  a  lot. 
Within  two  weeks  over  550  persons, 
mostly  Dallasites,  snapped  up  the  stock, 
lifting  the  nuinber  of  Belo  shareholders 
to  about  700,  well  beyond  the  500  neces- 


sary to  force  the  company  to  repo 
the  SEC.  One  hundred  more  $90  cH 
were  turned  away. 

Amazed  at  the  response,  Jacksoi 
gan  making  plans  to  sell  more  stock 
time  in  100-share  lots.  Then  Paine, 
bcr  asked  Jackson  if  he  would  con 
selling  the  balance  of  his  1  12,000  s 
to  an  undisclosed  buyer.  Jackson  w 
but  by  then  Jackson's  relatives  at 
had  decided  it  was  time  to  buy  hirr 
The  deal,  consummated  in  Augus 
eluded  a  provision  that  only  Belo  ( 
talk  about  it,  which  means  d^ 
haven't  been  revealed.  Jackson  pro 
received  at  least  $40  a  share. 

Today  Belo  stock  isn't  traded  n 
and  won't  be  until  and  unless  the 
pany  decides  to  sell  a  substantial  an 
of  stock  to  the  public.  Jackson,  how 
solved  his  estate  problem  and  als( 
ceeded  at  opening  up  the  compan- 
months  ago  Belo  had  140  shareho 
most  owning  minor  amounts  of  ^ 
Now  It  has  about  700,  many  ot  \ 
bought  the  stock  out  of  sheer  can 
(With  1978  earnings  likely  to  reach 
share,  it's  not  a  bad  buy  at  $30.)  Be 
the  company  will  have  over  500  ' 
holders  on  Dec.  31,  1978,  it  is  techn 
a  "public"  company,  but  Belo  has 
mid- 1979  either  to  begin  filing  SE 
ports  or  to  find  a  way  to  go  private. 

While  Belo's  officers  aren't  ta 
they  do  have  alternatives.  Belo 
make  a  tender  offer  to  buy  bac 
three-share  lots,  but  it  would  be  dil 
for  the  company  to  cut  the  share! 
list  down  below  300,  the  total  requi 
escape  the  SEC  after  Dec.  31,  1978 

Belo's  best  bet  would  be  to  go  p 
under  Texas  corporation  law,  whi 
quires  only  a  two-thirds  vote  of  out 
ing  shares.  There  is  a  good  chanc 
heirs  could  muster  the  required 
Belo  could  then  buy  back  all  of  its 
at  a  reasonable  price  and  later  sa 
stock  to  whomever  the  heirs  p 
eliminating  the  insurgent  sharehol 

Even  if  Jackson  is  unsuccessful  ir 
ing  Belo  a  reporting  company,  at  le 
has  proved  how  much  dissatisfied 
holders  can  accomplish.  "It's  surp 
what  you  can  do  if  you  just  try,"  he 
Jackson  estimates  that  had  he  reta 
law  firm  to  work  out  the  plan,  fees 
have  totaled  at  least  $25,000  t 
$50,000  worth  of  stock.  As  it  wa 
whole  campaign  cost  him  only  S 
mainly  for  printing  and  advertisinj 

"Gordon  Jackson  used  an  ingenic 
ray  of  legal  devices  to  catapult  Bel 
the  500-shareholder  limit,"  sa^ 
amused  Dallas  securities  lawyer. 
Jackson  hired  lawyers  to  handle  il 
would  have  found  a  far  more  ela 
and  much  more  expensive  way 
complish  the  same  thing  he  a 
plished  for  $2,000.  Lawyers  don't  i, 
look  for  the  simplest  way  of  doinj 
things,  you  know."  ■ 
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Red  Cross,  now  running  a  $200  million  business  collecting  and 
Uributing  whole  blood  and  components,  may  wind  up  seeking  the 
me  sort  of  dominance  in  the  manufacture  of  plasma  derivatives. 


Blood  and 
money 


By  James  Cook 


^  HE  PROPOSAL  WAS  SO  ambitious 
that  even  its  promoter,  the  Ameri- 
can National  Red  Cross,  was  un- 
£  a  joint  venture  between  the  Red 
s,  the  U.S.'  largest  collector  and  dis- 
tor  of  human  blood,  and  Baxter  Tra- 
;1  Laboratories  Inc.,  a  leading  proces- 
:)f  blood  and  blood  derivatives,  to 
(  a  $38  million  fractionation  plant  to 


break  dovm  blood  plasma  into  a  variety 
of  essential  products.  Such  a  plant  was 
likely  to  nail  down  for  its  proprietors 
some  30%  of  the  booming  U.S.  market 
for  blood  derivatives.  Fearing  the  anti- 
trust implications  of  its  own  proposal, 
the  Red  Cross  sought  a  prior  review  from 
the  Justice  Department.  A  few  weeks  ago 
the  Justice  Department  gave  the  Red 
Cross  a  go-ahead. 
For  the  Red  Cross,  the  U.S.'  largest 


'  whole  hli)i)(l  into  componenis 

I  potential  W€LS  in  manufacturing  plasma  derivatives. 
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charitable  organization,  the  move  into 
manufacturing  is  the  natural  and  even 
inevitable  outgrowth  of  the  commanding 
position  it  has  won  for  itself  in  the  36 
years  since  the  War  Department  asked 
the  Red  Cross  to  get  into  the  business. 
From  the  beginning,  explains  President 
George  M.  Elsey,  60,  the  former  busi- 
nessman and  government  official  who 
has  headed  the  organization  since  1970, 
the  Red  Cross  has  seen  blood  as  a  com- 
munity responsibility,  not  as  an  entre- 
preneurial opportunity.  Individual  citi- 
zens donate  their  blood  through  the  Red 
Cross  to  those  who  need  it.  "The  volume 
and  size  of  the  blood  program,"  Elsey 
says,  stressing  the  purely  service  aspect 
of  the  Red  Cross'  efforts,  "are  totally 
determined  by  the  health  needs  of  the 
American  people.  We've  got  to  provide 
the  blood  the  doctors  call  on." 

The  Red  Cross'  commitment  to  volun- 
teer blood — which  has  the  advantage  of 
being  virtually  free  of  hepatitis,  as  com- 
mercial blood  often  is  not — has  helped 
drive  most  of  the  commercial  blood 
banks  out  of  business.  It  has  also  forced 
most  other  institutional  blood  banks, 
maintained  by  hospitals  or  communi- 
ties, to  adopt  its  volunteer  philosophy. 

The  Red  Cross'  blood  program  was 
originally  underwritten  by  the  annual 
Red  Cross  public  appeal.  But  in  the  early 
1950s,  as  demand  for  blood  began  to 
boom  both  in  volume  and  technical  so- 
phistication, the  Red  Cross  decided  it 
could  no  longer  afford  to  support  the  pro- 
gram out  of  its  own  resources  and  so  has 
been  converting  to  a  cost-recovery  sys- 
tem. These  days,  the  Red  Cross  provides 
blood  at  a  price  high  enough  to  recover 
the  cost  of  processing  plus  a  charge  for 
equipment,  land  and  buildings  and  work- 
ing capital. 

Today,  it  is  a  $200  million-a-year  bus- 
iness. At  its  57  regional  blood  centers, 
the  Red  Cross  collects  5  million  units  of 
blood  a  year,  about  half  of  the  U.S.'  total 
requirements.*  The  Red  Cross  makes  no 
pretense  about  the  objectives  of  its  re- 
gional centers:  "To  be  total  supplier  of 
the  product  needs  of  their  regions"  is 
how  the  head  of  the  Red  Cross'  blood 
program  puts  it.  A  computerized  system 
matches  supply  and  demand  for  Red 
Cross  blood  on  a  national  basis. 

"Each  day,"  Elsey  says,  "we  get  a  com- 
plete report  of  overages  and  underages  in 
each  of  the  57  centers,  so  there  is  a 
balancing  within  the  system.  If  Chicago 
needs  40  units  of  B  positive,  St.  Louis 
and  Philadelphia  may  have  20  units 
each."  When  Los  Angeles  for  all  practical 

*ne  rest  it  supplied  hy  the  American  Association  of  Blood 
Banks  (35%).  the  Council  for  Community  Blood  Baizks 
( 10%),  and  the  commercial  blood  hanks  (maybe  5%) 
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purposes  outlawed  commercial  blood  a 
year  and  a  half  ago,  the  Red  Cross  was 
confronted  overnight  with  a  25%  in- 
crease in  demand.  Says  Elsey:  "That 
took  system  support  not  just  for  a  week- 
end, but  for  a  year,  while  they  built  up 
their  volunteer  donor  base." 

These  days  technology  is  fast  trans- 
forming the  business.  Blood  is  made  up 
of  red  and  white  cells,  platelets  and  plas- 
ma, which  in  turn  can  be  further  broken 
down  into  various  components.  More 
and  more,  the  Red  Cross  provides  the 
components,  each  of  which  serves  a  dif- 
ferent bodily  function,  rather  than  whole 
blood,  and  so  utilizes  the  nation's  blood 
supply  more  efficiently.  "A  single  blood 
donation,  if  it's  been  broken  down  into 
its  derivatives,  can  be  used  for  four  or 
five  different  patients,"  Elsey  explains. 
The  big  growth  area  is  plasma  deriva- 
tives— gamma  globulin,  for  example, 
which  provides  protection  against  hepa- 
titis and  measles;  albumin,  used  to  treat 
shock  resulting  from  hemorrhage  or 
burns;  and  a  clotting  factor  (called  AHF) 
used  for  hemophilia.  Plasma  products 
don't  require  typing;  AHF  can  be  stored 
for  a  full  year,  albumin  and  gamma  globu- 
lin for  up  to  three  years.  (Whole  blood  has 
a  "shelf  life"  of  less  than  a  month.)  As  a 
result,  at  a  time  when  Red  Cross  blood 
collections  have  been  growing  at  only 
2%  or  3%  a  year,  plasma  sales  have  been 
growing  at  13%  and  14%  a  year. 

The  Red  Cross  has  always  produced 
the  basic  blood  components  at  its  ovra 
laboratories,  but  it  has  had  to  have  its 
plasma  products  fractionated  by  big  com- 
mercial processors — like  Armour  Phar- 
maceutical Co.,  Cutter  Laboratories, 
Inc.,  E.R.  Squibb  Sons,  Inc.  and  Baxter 
Travenol — and  the  Michigan  and  Massa- 
chusetts State  Health  Departments. 
When  the  dimensions  of  plasma  demand 
became  clear,  the  Red  Cross  decided  the 
time  had  come  to  get  into  the  business 
itself.  With  a  fractionation  plant  of  its 
own,  the  Red  Cross  felt  it  would  be  able 
to  produce  plasma  derivatives  more  effi- 
ciently than  its  commercial  contractors, 
and,  more  important,  get  into  blood 
products  too  specialized  to  justify  com- 
mercial production.  Hence  the  joint  ven- 
ture with  Baxter  Travenol. 

There's  little  doubt  that  as  the  Red 
Cross  establishes  itself  as  a  fractionator 
it's  going  to  put  increasing  pressure  on 
the  commercial  producers.  The  Baxter 
Travenol  venture — which  the  Red  Cross 
has  the  option  of  buying  out  in  ten 
years — will  be  jointly  owned  but  sepa- 
rately operated.  Both  partners  will  collect 
their  own  plasma,  process  it  separately 
in  their  joint  plant,  and  market  their 
plasma  products  separately.  The  plant,  to 
be  located  in  the  East,  will  have  a  total 
capacity  of  1  million  liters,  divided  equal- 
ly between  the  two  partners,  as  against 
the  Red  Cross'  plasma  output  last  year  of 
628,000  Hters.  By  the  time  the  plant 


reaches  capacity  production  seven  years 
from  now,  the  Red  Cross  should  have 
acquired  the  manufacturmg  expertise  it 
now  lacks  to  get  into  the  business. 

Elsey  hedges  on  exactly  what  the  eco- 
nomics of  the  plant  will  be.  The  Red 
Cross'  share  of  the  financing  w.on't  come 
out  of  its  own  funds — most  will  probably 
be  borrowed.  And  Elsey  brushes  aside 
reports  that  the  Red  Cross  will  be  able  to 
save  as  much  as  25%  on  its  fractionation 
costs.  There  just  isn't  that  much  give,  he 
says.  "We  had  our  plasma  fractionated  as 
the  result  of  annual  competitive  bids,  so 
we  haven't  been  tied  to  a  single  supplier 
who  could  jack  us  up  and  ask  whatever 
he  pleased." 

Even  so,  the  Red  Cross'  plasma  will 
move  onto  the  market  both  tax-  and 
profit-free  (though  at  a  price  high  enough 
to  cover  its  costs,  including  the  cost  of 


money).  "We  have  to  be  extremely  c 
not  to  make  any  money,"  Elsey  obs 
"We  have  now,  and  will  continue  to 
financial  procedures  that  will  assur 
there  will  be  no  money  made  on  an> 
we  do  in  blood.  That  would  be  t 
contrary  to  our  philosophy."  But  in 
petition  with  products  priced  to  \ 
profit  from  Cutter,  Merck  &  CcjJ 
Armour,  the  Red  Cross  plasma  pre 
will  probably  lead  to  a  stiffening  of 
petition.  Elsey  argues  that  the  won 
demand  for  plasma  is  so  great  thi 
competitive  impact  of  a  plant  expec 
pin  down  a  good  30%  of  the  r'.S  n: 
will  be  inconsequential.  And  ma 
will.  But  the  same  compulsion  th 
led  the  U.S.'  oldest  and  most  prest 
charitable  organization  to  seek  a 
manding  position  in  blood  coll 
could  conceivably  surface  here.H 


Heard  any  used-car  salesmen  jokes  late 
Here's  one,  but  it  isrit  very^  funny. 

This  cream  puff  is 
certified  fresh 
by  Uncle  Sam 


By  Lawrence  Minard 


MAY  WE  put  in  a  kind  word  for  the 
country's  60,000-odd  used-car 
dealers?  Yes,  we  know  all  the 
jokes,  including  the  one  involving  an  ex- 
President  of  the  U.S.  On  the  other  hand, 
we  know  some  very  decent  used-car 
dealers  who  strike  us  by  and  large  as  no 
more  unscrupulous  than  stockbrokers, 
doctors,  lawyers  and  politicians. 

It  seems,  however,  that  the  Federal 
Trade  Commission  thinks  we  need  pro- 
tection from  these  people  (the  used-car 
dealers,  not  the  pols).  The  FTC's  Bureau 
of  Consumer  Protection  has  prepared  a 
staff  report  about  the  size  of  the  Manhat- 
tan Yellow  Pages  proposing  to  clean  up 
the  used-car  dealers'  act.  The  principal 
author  is  a  rather  pleasant  30-year-old 
graduate  of  Stanford  Law  School  named 
Bernard  Joseph  Phillips. 

What  the  new  rules  would  do  is  require 
all  used-car  dealers  to  disclose — in  writ- 
ing, on  an  easy-to-read  window  sticker — 
whether  60  different  automobile  func- 
tions are  "OK"  or  "Not  OK."  Dealers 
must  say  what's  wrong  and  give  an  esti- 
mate of  how  much  it  will  cost  to  fix  all 
functions  marked  "Not  OK."  They  must 
tell  customers  what  the  car  has  been 


used  for  in  prior  years.  And 

There  is  something  to  be  said  fc 
ing  something  more  than  the  sales 
word  to  go  on  when  you  buy  a  us 
The  trouble  is,  however,  that  all  tl 
a  price,  not  only  in  the  added 
bureaucracy  to  police  it  but  in  the 
cost  to  the  dealer,  which,  one 
another,  he  will  pass  on  to  you. 

If  you  are  one  of  those  hopelessb 
types  who  think  the  cost  of  regui 
comes  out  of  businessmen's 
rather  than  the  consumers',  you  pr 
fell  asleep  at  school  during  Ecor 
regulation  takes  the  profit  out  o 
ness,  the  businessman  will,  of 
take  his  money  out  and  go  to  a 
business  or  to  Florida.  Okay,  s« 
much  will  the  federal  inspection 

Don't  worry,  says  our  young  FT 
yer,  Joe  Phillips.  At  most  the  insp 
will  cost  the  dealer  S15  per  car. 

"That  $15  figure  is  patently  all 
says  Marvin  Ivy,  who  sells  aroui 
new  and  used  cars  annually  from 
in  San  Antonio,  Tex.  and  who  is 
dent  of  the  National  Independent 
mobile  Dealers  Association.  "Yoi 
even  talk  to  a  mechanic  for  815." 

"The  FTC  people  rely  on  the  ei 
Wisconsin  disclosure  rule,  which  i 
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A  sticker  that  may  stick  consumers 

It  won't  be  easy,  or  inexpensive,  for  dealers  to  live 
with  the  FTC's  proposed  used-car  window  sticker — 
especially  given  the  intricate  detail  on  the  sticker's 
reverse  side.  The  price  of  used  cars?  Going  up. 


Here's  Who  Pays  if  Something  Doesn't  Work 
When  You  Buy 

Items  Marked  "OK" 

If  anything  we've  manned  "OK"  is  not  OK,  state  law  says  we  have  to  fix  it  or  give  you  back 
some  money.  And.  if  the  problem's  bad  enough,  you  can  make  us  take  the  car  back 
This  Is  true  whether  you  buy  with  a  warranty  or  "as  is",  you  get  a  reasonable  time  after 
you  buy  to  make  sure  that  items  marked  "OK"  are  really  OK  Tell  us  as  soon  as  you 
know  that  something's  not  OK 

Items  Marked  "Not  OK" 

You  pay  all  the  costs  to  fix  things  marked  "not  OK". 


OK  NOT  OK 

□  □  Frame  &  Body 

□  □  Engine 

□  □  Transmission  &  Drive  Shaft 

□  □  Differential 

□  □  Cooling  System 
d  □  Electrical  System 
P  □  Fuel  System 

□  □  Accessories 


OK  NOT  OK 

□    D  Brake  System 
D     □   Steering  System 

Suspension  System 
Tires 
Wheels 

Exhaust  System 


□ 
□ 
□ 
□ 
□ 
YES 
□ 


Flooded  or  Wrecked 
(once  an  insurance  "total  loss") 

What's  wrong  with  things  marked  "not  OK"  and  how  much  repairs  should  cost: 


(Look  at  the  back  of  this  form  for  the  details  of  our  inspection.) 


After  You  Buy 


n  No  Warranty  ("As  Is")  This  means  you  will  pay  all  costs  to  fix  things  that 
break  after  you  buy.  And  you  will  also  pay  all  costs  to  fix  things  marked  "not 
OK"  above  But  we  have  to  pay  to  fix  things  marked  "OK"  if  you  find  the 
problem  in  a  reasonable  time  after  you  buy 

A  seller's  spoken  promises  may  be  no  good  when  you  buy  "as  is".  Ask  us  to 

put  all  promises  in  writing  You  can  make  a  seller  keep  written  promises  even 
when  you  buy  "as  is  ". 

You  lose  your  implied  warranties  when  you  buy  "as  is". 


About  Implied  Warranties 

State  law  gives  you  an  "implied  warranty"  that  your  vehicle  will  be  good  enough 
for  ordinary  use.  And,  if  you  tell  us  to  pick  out  a  vehicle  for  some  special  use,  you 
get  another  implied  warranty  that  your  vehicle  will  meet  those  special  needs. 


Full/Limited  Warranty  on: 


for_ 


We  will  pay_ 


.of  the 


cost  to  repair  these  items  if  they  break  down  during  the  warranty  period 
Ask  us  for  a  copy  of  the  warranty  This  warranty  adds  to  our  responsibilities 
for  Items  marked  "OK". 

A  seller's  spoken  promises  may  be  no  good.  Ask  us  to  put  all  promises  in 
writing 

Implied  warranties  may  give  you  more  rights  than  this  warranty. 


□  A  Service  Contract  is  available  from  

for  $  extra  Ask  us  for  a  copy 


D  Private  Owner 

□  Private  Lessee 

Q  Commercial  Owner 

□  Commercial  Lessee 


Past  Use(s) 

DailyA/Veekly  Rental 
Driver  Education 
Dealer  Demonstrator 
Police 


Taxi 

Unknown 
Other.  


Mileage 

□  Right  The  mileage  on  the  odometer  is  correct. 

Wrong  The  mileage  on  the  odometer  is  not  correct.  The  true  mileage  was 
 miles  when  we  bought  this  vehicle. 

□  Unknown  We  don't  know  the  true  mileage  for  this  vehicle. 

Dealer:  

NAME  ADORESS  SEE  FOB  COMPLAINTS 

Vehicle:  

MAKE  MODEL  MODEL  YEAR  VEHICLE  ID  NUMBER 

The  information  on  this  form  is  part  of  any  contract  to  buy  this  vehicle. 


pletely  different  from  what  the  FTC  has 
proposed,"  says  Frank  E.  McCarthy,  ex- 
ecutive vice  president  of  the  National 
Automobile  Dealers  Association.  "Our 
members  tell  us  it  -will  cost  $200  or  more 
to  inspect  a  car  well  enough  to  fill  in  the 
FTC's  proposed  sticker.  And  that's  only 
the  pure  inspection  cost." 

Okay,  SO  let's  take  a  price  midway 
between  the  one  cited  by  our  young  bu- 
reaucrat and  the  one  cited  by  our  veteran 
used-car  dealer.  That  would  be  about 
$100  per  car. 

Of  the  20  million  or  so  used  cars  sold 
annually  in  the  U.S.,  about  half  are  sold 
by  dealers.  (Private  party  sales  are 
exempt  from  the  new  rules.  Why?  Be- 
cause private  parties  are  more  honest 
than  used-car  dealers,  says  FTC's  Phil- 
lips.) At  $100  per  car  on  10  million  cars, 
that's  $1  billion  a  year  tacked  onto  the 
current  price  of  used  cars.  A  nice  piece  of 
inflation. 

Inspections  are  just  part  of  the  new 
costs.  "When  a  dealer  takes  a  trade-in, 
it's  like  buying  a  pig,"  says  Lawrence 
Norton  Ir.,  president  of  Seattle's  West- 
lake  Chevrolet  Co.  "You  look  at  its  eyes 
and  teeth,  and  hope  it  doesn't  die  before 
you  get  home."  So  many  things  can  go 
wrong  with  the  typical  car's  15,000  parts 
that  it  is  very  expensive  to  warranty  a 
used  car — which  is  virtually  what  the 
FTC  would  require.  It  is  intuitively  obvi- 
ous that  this  imposition  will  be  costly. 

The  FTC's  rules  also  mandate  that  me- 
chanics, in  their  inspections,  follow  U.S. 
Department  of  Transportation  specifica- 
tions when  they  certify  some  car  func- 
tions as  "OK"  or  "Not  OK."  So  add  the 
cost  of  training  mechanics  in  the  ways  of 
DOT  specs  to  the  used-car  prices,  too. 
That  along  with  the  ever-escalating 
prices  for  all  the  lawyers  and  accountants 
that  used-car  dealers  will  have  to  call 
upon  to  keep  them  kosher. 

According  to  practically  all  econo- 
mists, prices  rise  because  the  supply  of 
money  rises.  This  is  the  conventional 
wisdom  limmy  Carter  and  William  Mil- 
ler have  followed  in  recent  weeks  as  they 
have  painfully  tightened  interest  rates. 
Then  the  President  goes  to  the  American 
people  and  asks  them  to  help  him  hold 
down  inflation  by  moderating  their  wage 
and  price  demands.  Fine.  But  your  Team- 
ster member  goes  to  buy  a  used  car  at  a 
couple  hundred  dollars  more  than  he  ex- 
pected— and  you  expect  him  to  settle  for 
7%?  Who's  kidding  whom? 

Forbes  has  carried  two  articles  on  ris- 
ing prices  ("hiflation  is  now  too  serious  a 
matter  to  leave  to  the  economists,"  Nor.  15, 
1976  and  "The  great  hamburger  paradox," 
Sept.  15,  1977).  Readers  of  these  articles 
will  realize — even  if  card-carrying  econo- 
mists and  lawyers  do  not — that  the  cost 
of  complexifying  economic  activities 
gets  diffused  through  the  entire  economy, 
and  registers  as  higher  prices — as  does 
the  cost  of  regulation.  ■ 
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A  friendly  corporate  treasurer  can  he  even 
more  valuable  than  a  friend  at  the  hank. 

Anaconda's 
tricky  treat 


By  Norman  Pearlstine 


WHKN  Atlantic:  Richfield  Co. 
acquired  Anaconda  Co.  in  1977, 
it  thought  it  was  getting  a  $1.5 
billion  (sales)  metals  and  mining  com- 
pany that  would  make  Arco  less  depen- 
dent on  petroleum  and  chemicals.  It  did. 
But  unknowingly,  it  also  became  the 
guarantor  on  millions  of  dollars  in  dubi- 
ous, probably  uncollectible,  bank  loans. 

Arco  first  disclosed  its  troubles  earlier 
this  fall  in  a  carefully  worded,  five-para- 
graph news  release  saying  that  a  former 
Anaconda  treasurer  had  been  engaged  in 
a  "significant  wrongdoing."  He  had,  the 
release  continued,  "surreptitiously  as- 
sisted two  privately  held  companies  un- 
related to  Anaconda  by  utilizing  Anacon- 
da's credit  to  guarantee  bank  loans  for 
those  companies."  Two  days  later  Arco 
expanded  by  stating  that  about  $19.5 
million  in  loans  had  been  improperly 
guaranteed  by  the  former  Anaconda  offi- 
cial. Despite  insurance,  it  added,  Arco's 
aftertax  liability  might  reach  $2  million. 

Arco's  release  didn't  name  the  erring 
Anaconda  official  or  the  banks  involved. 
Nor  would  the  company  disclose  the  re- 
cipients of  the  loans,  alleging  that  disclo- 
sure might  make  it  harder  for  Arco  to 
collect  on  its  insurance.  But  in  a  subse- 
quent interview,  F.X.  McCormack,  Ar- 
co's senior  vice  president  and  general 
counsel,  said  the  loans  were  guaranteed 
by  62-year-old  Charles  Kraft,  Anaconda's 
treasurer  and  a  vice  president  for  eight 
years.  Kraft  has  since  been  fired;  and 
Arco  says  he  was  recently  arrested  and 
then  released  on  personal  bond  in  New 
York.  Kraft  couldn't  be  reached  for  com- 
ment, and  the  U.S.  attorney's  office  in 
New  York  also  refused  to  talk. 

Despite  the  veil  of  secrecy  surrounding 
the  case,  Forbes  has  learned  that  Kraft 
used  Anaconda's  credit  to  guarantee 
loans  by  as  many  as  five  banks  over  the 
past  six  years.  Some  loans  were  repaid, 
such  as  the  one  made  in  1972  by  Banque 
de  Paris  et  des  Pays-Bas  Belgique  of  Brus- 
sels. But  loans  from  three  banks,  includ- 
ing one  for  $11.2  million  from  Bankers 
Trust,  are  still  outstanding.  Arco's  Mc- 
Cormack says  "it  seems  highly  improb- 
able" that  the  loans  can  be  repaid. 

Forbes  has  also  learned  that  most  of 
the  $19.5  million  still  outstanding  went 


to  Robin  International,  Inc.,  a  New  York- 
based  import-export  firm  headed  by 
Nicolas  Reisini.  Reisini  is  a  Greek-born 
financier  in  his  70s  who  made  his  money 
running  a  coal  mine  in  Manchuria  in  the 
1930s  and  who,  in  the  early  1960s,  was 
president  and  chairman  of  Cinerama, 
Inc.  Robin  International  was  established 
in  the  early  1950s  and,  among  other 
things,  has  been  engaged  in  trade  with 
Eastern  Europe.  In  1972,  according  to  a 
report  in  the  Weill  Street  Journal,  a  judge  in 
Belgrade,  Yugoslavia  alleged  that  Robin 
International  and  Reisini  were  involved 
in  a  case  of  "criminal  fraud"  after  Robin 
failed  to  repay  funds  due  the  Yugoslav 
Agricultural  Bank.  According  to  the 
news  report,  Robin  International's  attor- 
ney at  the  time  described  the  dispute  as 
"a  normal  civil  case"  in  which  there 
wasn't  any  criminal  fraud.  Neither  Rei- 
sini nor  any  other  Robin  International 
official  returned  Forbes'  numerous  calls 
to  the  company  and  to  Reisini's  home 
seeking  comment. 

Why  did  the  Anaconda  executive  go 
astray;  There  is  no  indication  Kraft  had 
any  financial  interest  in  the  firms  receiv- 
ing the  loans  or  received  kickbacks.  In- 
stead, he  may  possibly  have  been  un- 
happy with  his  job  at  Anaconda  and  was 
hoping  he  would  some  day  receive  mon- 
ey or  a  plush  job  from  the  recipients. 

How  did  Kraft  get  away  with  his 
scheme  for  so  long?  Weren't  the  banks  a 
bit  suspicious  when  an  Anaconda  official 
began  providing  guarantees  for  firms 
having  nothing  to  do  with  the  company- 
Don' t  banks  normally  require  a  board 
resolution  or  some  other  "proof  of  au- 
thority"? And  why  didn't  Anaconda's 
and  Arco's  accountants  stumble  across 
the  guarantees  during  their  audits? 

Not  all  the  answers  are  entirely  clear. 
But  a  spokesman  for  Bankers  Trust  says 
that  the  "Anaconda  officer  authorizing 
the  loans"  said  they  were  needed  to  "fa- 
cilitate Anaconda's  business  purposes." 
Arco's  McCormack  says  that  guarantees 
provided  to  three  of  the  five  banks  in- 
volved "letters  of  credit,  drawn  by  the 
bank  and  payable  to  the  bank."  The  only 
condition  was  that  Anaconda  would  be 
responsible  for  any  of  the  borrower's  un- 
paid notes  presented  to  it  under  the  letter 
of  credit,  he  adds.  In  such  instances,  Mc- 
Cormack says,  banks  don't  generally  re- 


Sicolas  Reisi)ii  of  Hohiii  l>ilcriicili(>iial 
A  helping  hand  at  Anaconda. 

quire  a  specific  proof  of  authority. 

The  other  two  banks,  howevc- 
loan  guarantees  and  did  require  K 
furnish  proof  of  authority,  McCo 
says.  In  those  cases,  Kraft  apparent! 
vided  certified  copies  of  an  old  Ana 
bylaw  which  didn't  specifically  aut 
him  to  guarantee  loans  but  did  f 
whoever  was  corporate  treasurer  to 
evidences  of  indebtedness."  In  sor 
stances,  Kraft  is  believed  to  have 
these  certificates. 

McCormack  says  Kraft  could  sh( 
cuit  the  accountants  because  as 
rate  treasurer  he  furnished  them  t 
of  Anaconda's  main  banks.  "What 
apparently  did  was  to  choose  ban! 
had  no  regular  banking  relationshi 
Anaconda  and  then,  when  he'd  m. 
the  list  of  banks  for  the  auditc 
wouldn't  include"  those  that  h 
ceived  the  guarantees. 

The  Bankers  Trust  spokesman, 
ever,  says  his  bank  had  a  longst. 
relationship     with  Anaconda, 
weren't  strangers,"  he  says. 

Whatever  the  case  may  be,  Arcoi 
bled  on  the  loans  this  summer  c 
had  removed  Kraft  as  Anaconda' 
surer  as  part  of  a  centralization  pi., 
had  made  him  executive  vice  pr^j 
of  Arco  Credit  Corp.,  another  sub- 
In  mid-August  Arco  received  a  r| 
confirmation  statement  from  one 
banks  that  had  issued  a  letter  of 
Arco's  assistant  treasurer  asked 
about  it,  and  when  he  didn't  get  •; 
factory  answer,  he  began  an  invi 
"tion.  Soon  after,  Arco  received  a 
confirmation  statement  from  a  di 
bank.  The  company  again  contj 
Kraft,  who  this  time  confessed. 

Although  the  Kraft  case  is  a  ra: 
the  ease  with  which  he  guarantei 
loans  and  the  difficulty  in  de 
them  suggests  that  other  top  coi 
officials  could  easily  do  the  same 
"The  only  way  you  can  prevent 
body  from  signing  a  guarantee  or  Ij 
credit  surreptitiously  is  by  breakl| 
fingers,"  McCormack  says.  ■ 
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At  a  time  when  America  really  needs* 

medium-size  diesel  trucks, 
why  does  it  have  fewer  than  Germany?] 

In  the  entire  United  States,  there  are  52.059  when  routine  checks  are  needed,  they  can  be  per- 

mediuni-sizc  [Chss  6)  diesel  trucks.  In  West  Germany,  a  formed  from  the  outside,  without  even  tilting  the  cab. 
country  the  size  of  Oregon,  there  are  58.000. 

Yet.  America  s  had  to  start  grappling  with  the  same  America  needs  trucks  that  can  handle  city  traffic  | 

kind  of  tincking  problems  that  afflict  Germany.  Europe.  Magirus  trucks  are  built  in  Germany  where  more 

and  the  rest  of  the  woi  ld:  The  problem  of  fuel  costs.  than  80°o  of  the  people  live  in  and  around  cities.  Magia^ 

The  problem  of  obsolete  road  systems.  The  problem  of  complete  suspension  system  -  with  progressive-rate  \ezf 

nuintenance  costs  in  a  world  of  r-unaway  inflation.  springing,  rear  stabilizer  bar  and  shock  absorbers  not 

For  decades,  the  companies  of  IVECO  have  been  only  for  the  front  axle,  but  also  for  the  cab  -  lets  it 

not  only  living  with  these  problems,  but  also  building  handle  the  potholed  streets  of  New  York  or  Detroit  as 

tiMcks  to  solve  them.  Our  solutions  must  be  effective  easily  as  the  cobblestoned  alleys  of  Rothenburg  or  the 

ones,  for  the>  "vc  made  IVECO  the  second-largest  truck  unpaved  roads  of  the  Sudan.  Its  tight  turning  radius  he 

manutKturer  in  Europe  and  one  of  the  10  biggest  in  the  it  maneuver  its  way  through  some  of  the  world's  worr. 
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America  ne«ds  trucks  that  run  on  cheaper  fuel.  We've  been  building  diesels  longer  than  most 
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ould  a  giant  oil  company  be  permitted  to  swallow  a  big  paper 
mpany?  Has  merger  mania  gone  too  far?  Be  careful  how  you 
swer  those  questions.  Basic  issues  about  free  enterprise  are  involved. 


Oxy  vs.  Mead: 
the  big  one 
of  '78 


By  Robert  J.  Flaherty 
and  Richard  Greene 

I     RE    YOU    A    COMPANY  PRESIDENT? 

'   With  inflation  shrinking  the  val- 
^  ue  of  the  sterile  cash  in  your  cor- 
i  I  treasury  and  many  beautifully 
I  ged  American  companies  selling 
)  mder  their  replacement  value,  you 
bly  have  already  been  approached 
1  m  the  thrilling  takeover  game. 
I  you  an  investor?  Lured  by  tales  of 


fast  profits — and  perhaps  having  earned 
some  yourself — you  surely  have  tried 
your  hand  at  picking  likely  targets. 

So  great  are  the  corporate  values  exist- 
ing in  today's  depressed  stock  market 
that  giant  tenders  have  already  pushed 
the  dollar  value  of  this  year's  mergers 
over  $25  billion. 

For  many  companies,  the  only  choice 
is  which  position  w^ill  you  play:  attacker 
or  defender. 

As  attacker,  almost  overnight  you  can 


change  the  focus  of  your  company  with  a 
huge  takeover.  You  can  go  down  in  busi- 
ness history  as  the  genius  who  accom- 
plished more  "in  a  finger's  snap"  than 
your  predecessor  did  in  decades. 

As  defender,  you  can  wrap  yourself  in 
the  American  flag,  as  Dr.  Armand  Ham- 
mer did  in  1974,  when  Standard  Oil  of 
Indiana  unsuccessfully  came  after  his 
Occidental  Petroleum.  Persuading  his 
many  friends  in  the  Senate  to  call  an 
instant  hearing.  Hammer  made  sounds 
like  the  Statue  of  Liberty  being  raped:  "If 
Standard  succeeds,  a  message  will  rever- 
berate through  every  competitive  zone  of 
American  business:  Free  enterprise  and 
independence  are  dead." 

Right  now,  the  tables  are  turned.  Ham- 
mer is  mounting  one  of  the  biggest  raids 
in  American  history,  with  a  $1  billion 
offer  for  Mead  Corp.  So  this  time  it  is  the 
mide>-  who  flies  the  free  enterprise  flag. 
That's  the  game. 

The  Mead-Oxy  battle  may  be  1978's 
climactic  one.  The  stakes  are  huge,  the 
tactics  clever — and  rery  dirty. 


'  978:  Occidental  Petroleum  President  Joseph  Baird  (left)  shows  80-year-old  Chairman  Armand  Hammer  a 
<  five  forest  products  companies.  Oxy  has  almost  $100  million  in  foreign  tax  credits  which  may  expire 
t  unless  Oxy  can  take  over  a  big  domestic  company  whose  earnings  will  offset  the  credits.  They  pick  Mead. 
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"Don't  take  communications  from  either  side 
too  seriously.  Discount  what  both  sides  have 
to  say  as  a  parcel  of  exaggeration. " 


Far  more  is  at  issue  in  this  battle  than 
whether  an  oil  company  can  take  over  a 
paper  company.  lohn  H.  Shenefield,  the 
Justice  Department's  assistant  attorney 
general  in  charge  of  antitrust,  reviving 
the  discredited  big-is-bad  theory,  is  suing 
to  stop  this  Oxy  offer  for  Mead  on 
grounds  of  size.  He  is  pushing  for  a  con- 
cept which,  if  accepted  by  the  courts, 
would  give  him  a  tool  to  kill  almost  any 
sizable  unrelated  merger  in  America. 

Senator  Edward  M.  Kennedy,  who  is 
now  head  of  the  Senate  Antitrust  Com- 
mittee, has  chimed  in.  His  aides  have 
persuaded  him  to  schedule  hearings  on 
this  specific  merger  and  possibly  to  sug- 
gest legislation  to  limit  unfriendly  tender 
offers.  Senator  Kennedy  said  to  Forbes: 
"What  is  happening  to  the  independence 
of  American  business  when  a  corpora- 
tion like  Mead  that  has  been  well  run  and 
has  built  up  a  solid  reputation  over  the 
years  can  be  taken  over  against  its  will? 
Further,  is  the  nearly  $1  billion  that  Oc- 
cidental is  offering  for  Mead  a  productive 


use  of  capital?  Or  could  it  otherwise  be 
spent  building  new  plants  and  equipment 
and  hence  makmg  new  jobs?" 

Kennedy,  of  course,  is  ignoring  a  cou- 
ple of  rather  basic  facts.  One  is  that  Occi- 
dental, hardly  a  giant  in  its  own  industry, 
is  not  using  "scarce"  capital  but  merely 
trading  one  kind  of  security  for  another. 
The  other  issue  he  ignores  is:  To  whom 
does  Mead  belong — its  management  or 
its  shareholders?  What  may  be  against 
management's  "will"  is  not  necessarily 
against  the  stockholders'  interests.  Nev- 
ertheless, what  Kennedy  says  is  signifi- 
cant. It  is  politically  palatable  to  a  lot  of 
people,  not  all  of  them  political  liberals. 

Partly  because  people  like  Shenefield 
and  Kennedy  have  gotten  into  the  act, 
the  odds  have  shifted  against  Occidental 
and  toward  Mead.  But  the  battle,  which 
began  in  early  August  when  Oxy  tried  to 
panic  Mead  into  a  friendly  union,  isn't 
over.  Behind  the  scenes  both  sides  are 
mounting  a  huge  effort  and  helping  to 
raise  huge  questions. 

¥ 


Aug.  10,  1978:  At  a  dinner  meeting  Hammer  (left)  and  Baird  offer  to  "save" 
Mead  Chairman  James  McSwiney  and  President  Warren  Batts  (right)  from  a 
phantom  raider  and  make  them  rich  in  the  process.  "Joe,  this  combined 
company  isnt  big  enough  for  both  of  us,"  says  an  "insulted"  McSwiney  to 
Joe  Baird.  "I'm  tired  of  hearing  I  can  be  bought,"  Batts  says  to  Hammer. 


Every  U.S.  manager  and  investor  1 
big  stake  in  the  outcome. 

Occidental  Petroleum's  founder-c 
man,  Armand  Hammer,  80,  plays  to 
and  his  aides  are  tough.  They  took 
of  flak  from  the  Ohio  State  Secui 
Commission  in  the  course  of  heann 
offer  which  ended  in  early  Noveinbe 
still  won.  In  the  face  of  ugly  distor 
by  the  Mead  side,  Oxy  hasn't  backe 
Oxy  is  even  prepared  to  go  to  the 
with  the  Justice  Department  to 
Shenefield's  questionable,  controvc 
"big-is-bad"  concept. 

But  Mead,  far  from  wilting  unde 
strain  of  it  all,  continues  to  fight 
and  ruthlessly.  In  doing  so  it  has  h 
raise  a  host  of  difficult  question 
may,  if  Mead  wins,  come  back  to 
the  free  enterprise  system. 

The  key  is  whether  Occidenta 
clear  all  those  legal  and  political  ba 
Mead  management  is  throwing  up 
can  get  through  these  and  make  it 
effective,  Oxy  is  almost  certain  t( 
over  Mead.  Mead  management  1 
this.  It  knows  many  of  its  stockh 
will  not  stand  by  it  in  the  face  of  ar 
offer  well  above  the  market  pn 
knows  that  the  short-term  intere 
some  Mead  shareholders  (and  how 
stockholders  take  a  long  view?) 
sharply  from  management's  wishe 

Occidental  is  offering  a  package 
curities  worth  about  S35  for  Mead 
that  sold  for  about  $22  before  taki 
rumors  leaked  out.  Many  Mead 
holders  will  jump  at  the  chance  to 
sell  and  then  buy  another  stock  and 
it  happens  again.  They're  not 
Many  of  the  institutions,  which 
about  28%  of  Mead's  28  million 
diluted)  shares,  will  simply  sell 
shares,  take  the  profits  and  buy  ar 
paper  company  with  a  lower  multi 

Lastly  the  arbitrageurs,  who  are 
ing  their  most  profitable  year  in  hi 
will  buy  Mead  shares  on  the  mark< 
tender  them  to  Oxy  as  long  as  th« 
package  is  worth  more  than  what 
can  buy  Mead  shares  for.  The  unfri 
aspects  of  the  takeover  only  excit( 
trageurs  more,  because  unfriendly 
can  bring  the  biggest  profits. 

Not  all  Mead  shareholders  will  wi 
tender.  Some  longer-term  holdersi 
figured  that  in  a  strong  stock  n| 
Mead  shares  could  be  worth  S50.  C  M 
would  prefer  a  nontaxable  swap  f( 
other  stock  instead  of  a  taxable  o: 
preferred  or  cash.  Most  vociferou 
not  atypical  of  this  group  is  Irv 
Haass  of  David  J.  Greene  &  Co, 
doesn't  want  any  Oxy  paper  at  ali 
he,  "We're  not  interested  in  a  d( 
'Confederate  currency'  that's  taxall 

But  to  win,  Oxy  doesn't  have  to 
the  Mead  shares  on  the  first  try.  It 
get  only  35%.  Then  no  "white  MPia 
would  try  to  come  to  Mead's  ai 
odds  would  be  too  great.  Oxy  woujPii 
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.11,  1978:  Public  relations  man  Gershon  Kelnat  (secondjirom  left)  and  lawyer  Joseph  Flom  (third from  left)  meet 
Chairman  McSwiney  and  President  Batts  to  draft  a  letter  to  Mead  stockholders.  It  attacks  Oxy  and  the  value 
s  offer.  Before  the  Ohio  Securities  Commission,  they  later  charge  Oxy  with  a  $1  billion  stock  fraud. 


its  prospectus  current  and  continue 
away  at  Mead  stock  until  Oxy's 
rship   percentage   finally  reached 
lil.  This  is  called  the  "slow  death" 
lach  to  a  tender.  It  takes  time,  but 
;  ually  it  works, 
ad  shareholders,  who  are  bombard- 
th  advertisements  and  communica- 
hom  both  sides,  can  play  the  game 
bv  adopting  this  rule;  Don't  take 
lunications  from  either  side  too  se- 
\  The  whole  thing  is  a  propaganda 
.  m  which  both  sides  clothe  their 
1  ielf-interest  in  noble  rhetoric  about 
I  holders'  best  interests.  The  sensible 
will  discount  what  both  sides 
I  say.  Regard  the  propaganda  the 
,  he  skeptical  voter  regards  election 
(  les:  as  a  parcel  of  exaggerations 
at  persuading  you  to  vote  this 
slate  to  a  position  of  power, 
(id's  lawyer,  Joe  Flom,  with  Skad- 
jjrps.  Slate,  Meagher  &.  Flom,  speak- 
lout  tenders  in  general  (not  this  one 
jticular),  explains,  "Takeovers  are 
j.'d  as  part  of  our  advocacy  system.  I 
jind  fight  for  my  chent's  side.  You 
it  for  your  client's  side." 
le  Co.'s  Thomas  Mellon  Evans, 
ruthless  raids  won  him  the  title 
aws  of  Business,"  puts  the  same 
nore  colorfully.  He  says  he  is  sur- 
by  what  supposedly  respectable 
iteel  defenders  do  under  the  threat 
ng  their  companies.  Fear,  pride, 
nd  ego  all  create  desperate  men. 
xample,  Oxy  is  simply  not  going  to 
sad  shareholders  the  total  truth, 
is  that  Mead  is  worth  much  more 
;|rhat  Oxy  is  offering.  Mead  is  not 
^11)  tell  its  shareholders  the  truth  that 
Ifcmpany  blocks  Oxy's  offering,  the 


stock  is  going  to  sink  back  to  the  low  20s. 

Occidental  has  some  solid  reasons  of 
its  own  for  wanting  to  conquer  Mead. 
Starting  with  a  hot  dog  stand  of  a  drilling 
company  with  under  $1  million  in  sales 
in  1957,  Armand  Hammer  built  Oxy  into 
a  major  American  company  by  1977:  as- 
sets $4. 1  billion,  sales  $6  billion,  net  prof- 
its $218  million.  But  with  most  of  its  oil 
and  gas  coming  from  places  like  Libya, 
the  British  North  Sea  and  Peru,  where 
expropriation,  tax  increases  or  both  are 
possible,  Oxy  needs  U.S. -based  profits. 

Like  all  international  oil  companies, 
Oxy  generates  tax  credits  with  every  bar- 
rel's royalty  it  pays  to  a  foreign  govern- 
ment. But  these  tax  credits  are  only  good 
as  an  offset  to  domestic  earnings.  Unless 
Oxy  can  acquire  a  major  American  com- 
pany, almost  $100  million  in  foreign  tax 
credits  will  expire  unused. 

Finally,  what  other  big  oil  companies 
see,  Oxy  sees,  too:  that  the  oil  business 
may  no  longer  be  a  good  place  to  be  in 
the  future,  what  with  supplies  dwindling 
and  political  risks  multiplying.  Oxy  has 
only  two  important  nonoil  businesses: 
Hooker  Chemical  and  Island  Creek  Coal. 
Combined,  these  constitute  only  36%  of 
its  sales.  Oxy  would  like  more  U.S.  and 
nonoil  assets  and  earnings.  Forest  prod- 
ucts looked  ideal.  Forests,  unlike  oil,  are 
self-replenishing  and  arc  best  of  all  locat- 
ed mainly  in  the  good  old  U.S.A.  An  ideal 
inflation  hedge,  Oxy  had  been  thinking 
along  just  those  lines  when  it  made  a 
tender  for  Mead  last  summer. 

Oxy  came  up  with  a  list  of  five  obvious 
forest  products  companies  to  consider. 
Scott  Paper,  if  captured,  would  put  Oxy 
into  a  competitive  fight  with  Procter  & 
Gamble.  Another  big  company  had  a 


good  timberland  base,  but  an  inferior 
management  that  didn't  make  much 
money  converting  it  into  an  end  product. 
Blue  chip  companies  with  a  mind  to 
merge  or  acquire  tend  to  be  interested 
only  in  well-managed  companies.  With 
1977  assets  of  $1.4  bilhon,  sales  of  $1.8 
billion  and  aftertax  profits  of  $98  million. 
Mead  seemed  well  managed.  Profits  had 
surged  86%  in  the  past  two  years;  its 
16%  return  on  equity  was  2%  higher 
than  the  industry  average.  Management 
had  done  a  good  job  restructuring  and 
thinning  down  a  mediocre  mishmash 
with  an  erratic  record,  selling  off  low- 
profit  operations  and  using  the  capital  to 
make  a  highly  efficient  "white  paper" 
operation  and  to  retire  some  preferred 
and  common  stock. 

But  Mead,  with  a  6.6%  yield  and  a 
price/earnings  ratio  of  six,  was  vulnerable 
to  takeover.  Management  had  not  treat- 
ed its  shareholders  wisely.  Oxy  is  in  the 
red  because  of  the  losses  from  closing  a 
huge  British  oil  refinery,  yet  it  won't  cut 
its  dividend.  But  several  years  ago  Mead 
cut  its  dividend,  and  Mead  Director 
Thomas  Stanley  Jr.  later  lamented  in  the 
Ohio  securities  hearings,  "It's  economic 
suicide  to  cut  your  dividend.  It  takes 
analysts  a  long  time  to  forget  that.  Ana- 
lysts tended  to  put  a  below-average  mul- 
tiple on  Mead  after  that." 

Once  the  target  was  selected,  Oxy  be- 
gan working  on  tactics.  For  all  his  bril- 
liance, Armand  Hammer  has  a  tendency 
to  speak  from  the  lip  and  make  extrava- 
gant statements.  This  ability  to  capture 
attention  accounts  for  much  of  his 
prominence  but  it  has  also  led  him  on 
occasion  to  put  his  foot  in  his  mouth — a 
real  danger  in  a  tender  battle  with  dozens 
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"Joe  Flom  doesn't  think  it's  automatically 
bad  for  one  of  the  top  200  companies  to  buy 
one  of  the  top  500  companies." 


of  lawyers  and  press  agents  looking  for  a 
chance  to  swoop  on  a  single  error. 

So  Hammer  stayed,  uncharacteristical- 
ly, under  wraps  and  allowed  his  number 
two  man,  President  Joseph  E.  Baird,  to 
direct  the  Oxy  attack.  Baird  knew  that 
Mead  was  a  tempting  target — it  had  been 
rumored  to  be  on  Kennecott's  takeover 
list  prior  to  the  Carborundum  deal.  Baird 
knew  he  had  to  strike  fast  if  he  was  to 
preempt  Mead  as  a  target. 

By  mid-summer  of  this  year  Baird  had 
assembled  an  elite  group  of  lawyers. 
Baird  probably  would  have  preferred  at- 
torney (oe  Flom,  but  Flom  was  already  on 
retainer  to  Mead.  So,  to  run  the  tender  he 
hired  Herbert  L.  Galant  of  the  firm  Fried, 
Frank,  Harris,  Shriver  Jacobson. 

To  gather  proxies  Baird  hired  the  big- 
gest and  best  proxy-gatherer,  D.F.  King. 
To  supplement  Oxy's  outside  public  rela- 
tions firm,  Wallach  Associates,  Baird 
first  hired  Richard  E.  Cheney  of  Hill  & 
Knowlton.  Cheney's  commando  tactics 
had  previously  beaten  back  such  take- 
over bids  as  Northwest  Industries'  at- 
tempt at  Goodrich  and  Northern  Elec- 
tric's  try  for  Dictaphone. 

Like  lawyer  Joe  Flom,  Cheney  is  equal- 
ly at  home  playing  offense  or  defense. 
But  Cheney  had  to  drop  out  of  the  Oxy- 
Mead  game.  In  recently  defending  Bec- 
ton,  Dickinson  from  a  takeover  attempt 
by  Sun  Co.,  Cheney  raised  the  question 
of  the  propriety  of  Sun's  using  depletion- 
protected  earnings  for  takeover  purposes. 
That  argument  might  have  backfired 
against  him  in  the  Oxy-Mead  battle. 

On  Aug.  3,  Baird  met  with  Mead 
Chairman  McSwiney  to  set  up  a  later 
meeting  to  bid  for  some  Mead  coal  oper- 
ations. The  meeting  was  scheduled  for 
Aug.  10.  Nothing  was  said  about  a  take- 
over. Then  Baird  telephoned  on  Aug.  8 
and  asked  if  Chairman  Armand  Hammer 
could  come  along  to  their  Aug.  10  meet- 
ing. McSwiney  lost  his  cool.  "You're  not 
bringing  Armand  Hammer  here  to  talk 
about  a  little  coal  company,"  roared 
McSwiney.  He  told  Baird  to  stay  home  in 
Los  Angeles  if  he  had  a  takeover  in  mind. 

But  McSwiney  became  alerted  by  the 
action  of  the  stock  market.  On  an  ordi- 
nary day  Mead  volume  on  the  New  York 
Stock  Exchange  had  been  around  30,000 
shares.  Suddenly,  as  happens  so  often  in 
takeovers,  volume  and  price  began  to 
increase  without  explanation.  Mead 
stock  jumped  from  $22  to  $27  as  volume 
hit  1 12,100  shares  on  Aug.  9  and  210,300 
shares  the  day  of  the  Aug.  10  meeting. 

Hammer  chose  to  show  up  with  Baird 
despite  McSwiney's  warnings.  Still  hop- 
ing for  a  quick  surrender,  they  sprang  the 
idea  that  a  third  party  was  about  to  raid 
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Mead  and  offered  to  save  Mead  from  the 
Hiik/io/in  raider.  Price:  $35  a  share. 
McSwiney  flew  into  a  rage  because  he 
felt  that  Baird  had  deliberately  misled 
him.  The  day  the  stock  took  off,  a  Mead 
director  had  told  him  that  the  paper  ana- 
lyst at  Blyth  Eastman  Dillon  &  Co.,  one 
of  Oxy's  three  investment  bankers,  had 
explained  that  the  jump  in  Mead  stock 
was  due  to  takeover  rumors.  He  men- 
tioned that  the  deal  would  be  worth  $33 
to  $3,5  a  share,  the  latter  exactly  the  price 
Hammer  and  Baird  were  offering. 

Next,  Hammer  used  a  technique  that 
works  every  day  in  American  business.  He 
noted  he  had  made  a  number  of  executives 
millionaires  with  stock  options  and  could 
do  the  same  for  McSwiney  and  Warren  L. 
Batts,  Mead's  president  and  heir  apparent. 
McSwiney's  annual  dividends  alone 
would  be  $350,000  and  Batts'  $275,000.  As 
Oxy  directors  retired,  places  on  the  board 
would  go  to  them. 

McSwiney  labeled  Oxy's  offer  "totally 
inadequate"  and  "insulting."  When 
Baird  tried  to  discuss  a  higher  price  or 
sweetener,  McSwiney  said  he  was  not 
interested  "at  any  price."  He  also  added, 
"Joe,  this  combined  company  is  not  big 
enough  for  both  of  us." 


If 


Undaunted,   on   Aug.    1 1  Baird 
nounced  the  terms  of  Oxy's  offe 
each  share  of  Mead  common,  Oxy  v» 
swap  the  following:  0.28  shares  of 
cumulative  preferred  with  a  $10 
dend,  and  0.07  shares  of  a  $7.50  div 
preferred   cumulative  convertible 
Oxy  common  at  20%  above  Oxy's 
on  the  first  day  of  the  tender.  Nt 
issue  would  be  callable  for  five  year 
callable  thereafter  at  $100  a  share 
issues  were  to  sell  close  to  $100 
made  an  offer  worth  $35  per  Mead 

Baird  also  spread  a  good  deal  < 
around  Wall  Street,  offering  20  ce 
share  to  Oxy's  three  investment  ba 
for  every  share  of  Mead  stock  they 
ered — a  grand  total  of  over  $5  mill 
commissions. 

Mead's  bosses 
"Chinese  money." 
untrue:  The  Oxy 
good.  But,  as  Mead  President  Batts 
ly  pointed  out,  Oxy  would  be  acqi 
Mead  with  its  own  money.  The  prel 
dividend  would  come  to  only  $95  m 
a  year;  Mead  would  earn  about  $10(1 
lion  in  1978.  So  Oxy  would  be  get 
$2  billion  company  without  spenc 
penny  in  cash  and  would  even  et 
with  an  enhanced  cash  flow  besidei 

Arbitrageurs  smelled  a  fight 
maybe  a  bidding  contest.  Mead  wa 
most  active  stock  on  the  Big  Board 
1 1.  It  hit  33 '/a.  The  game  looked  ov 

But  the  game  was,  in  fact,  just  sta 


immediately 
That  was,  of 
paper  was  perl 


ct 


Sept.  19,  1978:  In  U.S.  district  court  in  Dayton,  Ohio  lawyer  Joseph 
files  a  potential  "show  stopper,"  a  private  antitrust  suit  on  behalf  of 
against  Occidental.  Arbitrageurs  are  frightened  by  the  three  specific  ' 
tions  named  and  Mead  stock  drops.  By  spotlighting  the  conflicts, 
virtually  forces  the  Justice  Department  to  study  the  case  closely. 
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11,  1978:  Assistant  Attorney 
;ral  John  H.  Shenefield  joins 
1  in  its  suit.  When  Ozy  proposes 
)  ahead  by  divesting  controver- 

t  operations,  Shenefield  adds  a 

rp  pockets"  charge  (big  is  bad). 

1  concept  could  become  a  tool  to 

r  i  any  large  merger. 

:  S^00,000  plus  expenses  Mead 
I  ,ht  in  as  deienders  two  heavyweight 
mcnt  bankers,  Goldman,  Sachs 
.  mith  Barney,  Harris  Upham,  to  op- 
;  Oxy's  Kidder  Peabody,  Blyth  East- 
1  Dillon  and  Paine  Webber. 

brokers  are  important  in  these 
and,  if  anything,  less  constrained 
.  uples  than  the  lawyers  and  public 
t  )ns  men.  The  brokers  play  many 
\  They  find  out  where  the  signifi- 
ilocks  of  stock  lie.  They  line  up 
t  aal  "white  knights"  to  save  the 
l;ier  from  what  he  regards  as  rape  if 
•  tacker  looks  as  if  he  is  winning, 
ilso  prepare  an  alibi  for  defending 
!nent  against  possible  stockhold- 
should  the  stock  decline  in  price 
,  lie  raid  is  repulsed.  They  do  so  by 
-ing  the  client's  assets — above  the 
price,  naturally.  This  latter  figure 
kept  secret  lest  a  raider  find  it 
make  an  offer  at  that  price,  leav- 
magement  with  no  choice  but  to 
the  unwanted  embrace.  (Rumor 
ijt  Mead's  bankers  have  estimat- 
assets  at  a  safe — for  manage- 
S45  a  share  or  more.) 
;ing  Goldman,  Sachs  in  had  an- 
cnefit:  It  immobilized  Goldman's 
irbitrage  operation,  which  could 
vc  helped  Oxy's  side, 
s  investment  bankers  also  sug- 
in  immediate  dividend  increase, 
board  acted  by  raising  the  divi- 
im  28  cents  to  40  cents.  They  did 


so  with  written  advice  from  their  "advis- 
ers"— to  defend  themselves  against 
Oxy's  inevitable  charge  that  they  raised 
the  dividend  only  so  that  they  could  re- 
ject Oxy's  offer,  which  was  true. 

McSwiney  also  got  the  benefit  of  hav- 
ing Joseph  Flom,  the  best  hired  gun  in  all 
of  tender  fights,  on  retainer;  Oxy  did  not. 
Flom  is  available  for  a  yearly  retainer  to 
all  comers.  In  the  event  that  both  at- 
tacker and  defender  have  Flom  on  retain- 
er, his  contract  states  he  can  work  for 
the  defense. 

Flom  is  a  legend.  Over  100  good-sized 
corporations  keep  him  on  retainer — at 
an  annual  fee  of  as  high  as  $40,000 
each — to  be  available  should  they  be  at- 
tacked. Some  companies  won't  pay 
Flom's  price.  Says  the  chairman  of  a  Chi- 
cago-based company:  "Over  ten  years 
that  retainer  is  $400,000,  and  there  are 
other  things  I  can  do  with  that  much 
inside  my  company."  Other  CEOs  who 
didn't  pay,  and  lost  their  companies  to 
attackers  led  by  Flom,  think  his  fee  is 
cheap. 

With  Hill  and  Knowlton  unavailable  to 
Mead  because  of  its  initial  work  with 
Oxy,  Flom  went  to  his  second  supplier  of 
public  relations,  Kekst  &  Co.  Gershon 
Kekst,  while  at  Ruder  &  Finn,  was  Saul 
Steinberg's  public  relations  adviser  when 
Leasco  (now  Reliance  Group,  Inc.)  made 
its  disastrous  attempt  to  take  over 
Chemical  Bank  in  1969.  "There  were  at 
least  five  things  Chemical  should  have 
been  doing  to  counter  our  moves  and 
weren't,"  recalls  Kekst.  "Then  they 
hired  Flom,  began  doing  them  the  next 
day  and  beat  the  hell  out  of  us." 

Shortly  after  the  Chemical  debacle, 
Flom  let  Kekst  use  his  law  firm's  library 
for  an  office  and  sent  him  some  clients. 

Working  for  Mead,  Flom  and  Kekst 
wrote  to  Mead  shareholders  in  plain, 
powerful  words  instead  of  legal  jargon, 
quickly  making  two  points:  1)  Mead  was 
worth  much  more  than  Oxy  was  offer- 
ing; 2)  what  Oxy  was  offering  was  ques- 
tionable paper,  not  cold  cash.  They  also 
reminded  readers  that  Oxy  has  most  of 
its  income  from  Libya  and  Britain  and 
that  Armand  Hammer  was  found  guilty 
of  some  SEC  violations  and  of  making  an 
illegal  corporate  campaign  contribution 
to  President  Nixon. 

Simultaneously,  Flom  went  before  the 
Ohio  State  Securities  Commission  and 
charged  that  Oxy's  offer  was  a  $1  billion 
security  fraud  and  that  the  trading  of  all 
Oxy's  securities  in  the  state  of  Ohio 
should  be  halted.  It  was  a  cynical  move 
but  a  smart  one.  No  company  really  ex- 
pects to  be  saved  by  state  commissions. 
But  appealing  to  Ohio,  or  to  one  of  some 
34  other  states  with  these  antitakeover 
laws,  can  buy  about  60  days'  delay. 

After  36  hours  of  testimony  filling 
2,400  pages,  the  Ohio  hearing  officer, 
Mrs.  Nodine  Miller,  sounded  almost  hys- 
terical, mainly  repeating  the  charges  dug 


Pending:  If  U.S.  District  Judge  Carl 
B.  Rubin  (above)  holds  up  the  offer 
until  an  antitrust  trial  is  held,  he 
will  in  effect  kill  Oxy's  hopes  and 
hurt  Mead  shareholders.  If  he  lets  it 
proceed,  he  will  permit  a  union  with 
antitrust  problems  and  Justice  De- 
partment opposition  ahead. 

up  by  the  Flom  team.  Labeling  Oxy  "an 
industrial  leviathan" — a  term  certainly 
inappropriate  in  a  hearing  mainly  in- 
tended to  produce  full  disclosure — she 
called  Oxy's  directors  "rubber  stamps." 

After  more  information  was  supplied, 
certainly  enough  to  get  through  a  normal 
Securities  &.  Exchange  Commission  fil- 
ing, Ohio  still  wouldn't  permit  the  offer- 
ing to  go  ahead.  Then  Oxy's  Galant  made 
the  move  that  was  expected.  The  lawyer 
asked  in  U.S.  district  court  in  Columbus 
to  have  Ohio's  takeover  law  declared  un- 
constitutional. 

Quickly  the  Ohio  officials  backed 
down  and  said  the  Oxy  offer  could  go 
ahead  in  Ohio  if  it  could  get  SEC  clear- 
ance. Galant  knew  the  Ohio  commis- 
sion's weak  spot.  A  federal  judge  has 
found  Idaho's  takeover  law,  which  is 
similar  to  Ohio's,  unconstitutional,  be- 
cause it  was  preempting  the  duties  of  the 
SEC.  That  case  is  being  taken  to  the  U.S. 
Supreme  Court.  Ohio  does  not  want  to 
meet  such  a  court  case  and  neither  do 
many  Ohio  companies.  They  regard  the 
state  law,  however  flimsy,  as  a  good  first- 
stage  defense  against  takeovers. 

So  the  Ohio  hearings  were  only  a  kind 
of  Gilbert  and  Sullivan  interlude,  but  Joe 
Flom  used  the  delay  to  erect  a  more  for- 
midable second-stage  defense  based  on 
antitrust  arguments.  In  overall  percent- 
age terms  the  violations  he  alleged  were 
small;  every  week  friendly  mergers  go 
through  because  no  one  points  out  simi- 
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lar  conflicts.  (Only  last  month,  for  exam- 
.  pie,  Time  Inc.  acquired  Inland  Container, 
even  though  Time  had  previously  ac- 
quired a  large  paper  company.)  But  in 
this  case  Flom  forced  the  issue  by  notify- 
ing the  Justice  Department  and  by  filing 
a  private  antitrust  suit  against  Occident- 
al in  U.S.  district  court  in  Dayton.  His 
complaint  charged  potential  violations 
in  three  different  products. 

To  meet  that  problem,  Oxy  came  up 
with  an  innovative  divestment  plan  that 
probably  would  have  been  acceptable  in  a 
friendly  merger.  Occidental  stated  it 
would  be  willing  to  sell  its  Columbus, 
Miss,  sodium  chlorate  plant,  sever  its 
relationship  with  carbonless  papermaker 
Appleton  Paper  and  divest  itself  of 
Mead's  coal  production. 

Now  the  best  that  Oxy  probably  can 
hope  for  is  a  decision  by  the  judge  that 
Oxy  can  go  ahead  with  its  offer  but  keep 
the  Mead  and  Oxy  operations  separate 
against  the  possibility  of  an  antitrust  tri- 
al in  the  future. 

Oxy's  setback  has  been  reflected  in 
Mead's  stock,  which  has  dropped  back  to 
26  from  its  Aug.  1 1  high  of  33.  "A  lot  of 
the  amateur  arbitrageurs  got  scared  out 
altogether,"  says  Bear  Steams  arbitra- 
geur Kenneth  Edlow.  He  says  some  pros 
also  have  quit  and  sold  at  a  loss.  His  own 
house  and  some  others  like  Merrill 
Lynch  have  lightened  up  their  Mead 
holdings. 

The  fight  is  by  no  means  over,  but  an 
Oxy  victory  no  longer  looks  a  safe  bet.  If 
Mead  wins,  the  management  of  the  Day- 
ton-based paper  company  will  not  be  the 
only  winner — nor  Oxy  management  the 
only  loser.  Says  analyst  Andrew  Grey,  of 


Pershing  &  Co.,  "If  McSwiney  keeps 
Mead  independent,  as  he  says  he  wants 
to,  then  Mead  stock  is  gomg  back  into 
the  low  20s."  He  recalls  that  it  was  the 
takeover  movement  that  helped  bring 
the  stock  market  back  to  life  in  1977  and 
1978  and  helped  restore  hope  to. the  ordi- 
nary investor. 

Besides  Mead's  management,  another 
hopeful  winner  from  an  Oxy  defeat 
would  be  Shenefield  of  Antitrust.  When 
Oxy  suggested  its  innovative  divestment 
concept,  Shenefield  added  a  "deep  pock- 
ets" complaint  to  the  Mead  suit.  This  is 
the  old  and  discredited  "big-is-bad"  argu- 
ment in  a  new  guise.  It  argues  that  Oxy  is 
so  rich  that  it  could  make  Mead  a  super- 
competitor  and  thereby  lessen  competi- 
tion. If  this  argument  is  accepted  by  a 
judge,  Shenefield  would  have  a  weapon 
to  block  any  large  conglomerate  merger. 
(Interestingly,  the  Ohio  Securities  Com- 
mission used  the  opposite  argument, 
namely  that  Occidental's  operations 
might  collapse  if  Oxy  diverted  its  cash 
flow  to  Mead.) 

A  more  interesting  view  is  that  of  Joe 
Flom,  who  argues  that  society  must  take 
a  sophisticated  attitude  toward  take- 
overs. He  agrees  that  if  the  state  take- 
over laws  are  declared  unconstitutional, 
there  will  have  to  be  some  federal 
mechanism  set  up  to  put  all  mergers  un- 
der greater  scrutiny. 

But  on  the  other  hand,  Flom  claims 
that  tenders  have  added  liquidity  to  a 
very  illiquid  market.  Banning  all  big 
tenders  would  take  away  the  basic  right 
of  a  shareholder  to  sell  his  property  for 
the  highest  price  he  can  get. 

Flom  argues  that  from  his  experience 


m 
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there  is  no  good  or  bad  combin 
based  on  size  alone.  "I  don't  thin 
automatically  bad  for  one  of  the  top 
companies  to  buy  any  one  of  the  top 
companies,"  he  says.  "There  are 
mergers  and  bad  mergers.  Let's 
them  on  a  case  basis  rather  than 
saying  let's  turn  them  all  down." 

Of  course  you  can  argue  that  Fl 
hardly  impartial;  He  became  rich 
the  takeover  game.  But  Joe  Flom 
still  make  a  living  even  if  Congress 
unwise  enough  to  bring  the 
movement  to  a  total  halt. 

He  makes  the  best  point  of  all 
aiming  his  question  at  people  like 
Kennedy,  he  asks:  "Why  not  tun 
merger  movement  around  in 
which  will  make  stockholders  happ 
also  encourage  more  jobs  and  grc 
Make  it  more  attractive  to  build 
plant.  Create  a  climate  where  mone> 
be  put  to  work  and  stock  price 
reflect  the  true  value  of  companies, 
old  Williams,  the  current  SEC  cha 
said  much  the  same  thing  not  s( 
ago:  Takeovers  are  not  themse 
sickness,  he  said;  they  are  a  sympt 

Put  it  this  way:  If  the  American 
lie — and  through  it  Congress  and  t 
reaucracy — were  more  understandi 
the  problems  of  business,  the  stock 
ket  and  Mead  shares  might  be  a 
deal  higher. 

In  this  respect,  then,  anti-big-bu 
types  like  Teddy  Kennedy  and 
Shenefield  are  doubtful  allies.  If 
stock  sold  at  a  price  that  approxir 
the  real  going  value  of  its  propertii 
Oxy  takeover  probably  wouldn't 
its  shareholders.  ■ 


How  GE  did  it 

While  dozens  of  takeover  attempts  have  degenerated  into 
donnybrooks  in  recent  years,  General  Electric  has  smooth- 
ly and  efficiently  negotiated  two  whoppers:  the  1976  take- 
over of  Utah  International,  Inc.,  price  tag:  S2.2  billion;  and 
the  proposed  1978  takeover  of  Cox  Broadcasting  Corp., 
price  tag:  about  $465  million. 

GE  made  it  look  easy,  but  it  really  wasn't  easy.  Chair- 
man Reginald  Jones  and  his  associates  did  their  homework 
and  their  spadework  carefully  and  exhaustively.  No  shoot- 
ing from  the  hip  at  targets  of  opportunity  here,  but  a 
thoughtful  pursuit  of  long-range  corporate  goals. 

"In  an  inflationary  era  we  were  trying  to  change  the 
emphasis  of  the  company  from  its  core  engineering  and 
manufacturing  to  materials  and  services,"  Jones  says. 
"Utah  was  an  unexpected  chance  for  a  big  natural  resource 
play  which  would  be  an  awfully  good  inflation  hedge.  We 
were  and  are  working  to  build  up  materials  internally,  but 
there  was  no  way  to  turn  the  corporate  focus  rapidly 
internally  in  materials.  Our  internally  grown  materials 
business  was  $1  bilhon.  That  had  taken  a  couple  of  de- 
cades. Flere  was  a  chance  to  add  another  billion  in  a 
relative  finger's  snap." 

Jones  says  GE's  offer  for  Cox  Broadcasting  is  the  same 
kind  of  play,  but  the  focus  on  this  one  is  on  services. 
"There  is  no  way  GE  could  do  this  one  internally,"  says  he. 


"Other  people  already  own  the  broadcasting  franchises." 

How  does  Jones  feel  about  the  "bigness-is-bad"  or  "dee 
pockets"  attack  the  antitrust  division  is  now  current! 
making  on  tenders  by  large  companies? 

"Each  business  union  must  be  judged  on  its  own  me 
its,"  responds  Jones.  "I  have  never  beheved  the  myth  thj 
bigness  is  bad.  A  growing  number  of  economists  rebut  tl 
myth  that  there  are  no  advantages  for  economies  of  scale 

Jones  feels  the  possibility  of  unfriendly  tenders  puts 
tension  in  the  system  and  forces  entrenched  managemei 
to  do  a  better  job  because  of  this  danger.  Good  perfo 
mance  and  aggressive  strategic  planning,  he  feels,  are 
much  better,  defense  for  a  target  company  than  relying  c 
Washington  to  stop  tenders — the  good  with  the  bad. 

Jones  also  recognizes  the  problems  in  takeovers,  esp 
cially  unfriendly  ones.  "They  create  a  terrible  crunch 
the  management  of  the  organization  taken  over.  The  obv 
ous  synergy  may  be  offset  by  poor  morale.  Also  the  synerj 
in  the  union  may  not  exist  at  all.  Unlike  the  case  in 
friendly  tender  where  both  partners  in  a  deal  study  it  ai 
agree  it  exists,  one  party  clearly  believes  it  doesn't." 

As  a  result  of  all  the  animosity  created  by  unfriend 
takeovers,  GE's  Jones  suspects  that  the  cause  of  health 
friendly  takeovers  has  been  hurt,  too.  In  his  intricate  Uu 
International  deal  he  was  wise  to  do  it  quickly.  GE  couldr 
get  the  clearing  agreement  with  the  government  toda 
the  political  climate  has  changed.  — KJ. 
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lis  partner,  the  MBA,  told  him 
MAI  would  increase  his  lAT! 


en  Fred  Miller's  daughter  was 

'ied  her  Master  of  Business  Admin- 

on  degree,  Fred  awarded  her  a 

9iship  in  his  business. 

D  of  her  first  priorities  was  to  in- 
n  MAI's  widely-acclaimed  Basic 
System  200  business  computer. 

i  the  computer  system,"  she  told 
that  automates  a  small  business 
y  like  a  big  business.  It  will  helpus 
and  increase  our  *income-after- 
What's  more,  it's  so  simple  to 


use,  just  about  anyone  in  the  office  can 
work  it." 

Simplifying  computer  technology  for 
all  businesses  —  large  and  small  —  is 
what's  making  MAI  grow. 

Our  remarkable  Wordstream''''^  word 
processing  system  operates  with  push- 
button simplicity  to  revolutionize  the 
processing  of  business  communica- 
tions and  the  storage  and  retrieval  of 
information. 

Our  Sorbus  subsidiary,  thanks  to  in- 


novative and  simplified  techniques  for 
the  repair  and  maintenance  of  all  types 
of  data-processing  equipment,  has  be- 
come the  nation's  largest  third-party 
computer  service  network. 

If  you  would  like  to  know  more  about 
the  MAI  companies,  and  the  extent  of 
our  manufacturing,  sales  and  service 
operations  here  in  the  U.S.  and  in  over 
30  countries  overseas,  please  send  for 
our  Annual  Report  and  other  literature. 


It  takes  a  smart  company  to  make  computer  technology  simple. 


Management  Assistance  Inc  /300  East  44th  Street/New  York  NY  10017 

The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation   •  Sorbus  Inc. 
Wordstream  Corporation  •  Wordstream  Products  Corporation 


LOOKTO 
FLORIDA 

as  the  site  for  your 
regional,  corporate 
or  administrative 
headquarters 


Many  others  have,  and 
for  very  good  reasons! 

•  Highly  skilled  labor 
pool 

•  Sophisticated 
multi-faceted 
transportation  and 
communications 
systems 

•  Excellent  educational 
facilities 
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•  Ready  air  access  to 
Europe  and  Latin 
America 

•  Positive  pro-business 
attitude 

•  The  Sunshine  State's 
climate  and  living 
conditions 

•  Availability  of  suitable 
executive  housing 

A  completed  fact-finding 
study  IS  available  outlining 
the  major  considerations 
for  bringing  your  company 
to  Florida. 

To  get  your  copy,  write  or  call: 

Division  of  Economic  Development 
Florida  Department  of  Commerce 
107  W,  Gaines  Street,  Room  773H 
Tallatiassee,  Florida  32304 
(904)  488-5507 
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THE  PLACE  TO  BE 


Sefiator  Gravel  finally  got  his  Govemme 
Stock  Ownership  scheme  into  law,  but  wl 
all  things  considered,  wants  it? 

A  bad  idea  whose 
time,  alas,  came 


Senator  Gravel  of  Alaska 

A  curioMis  way  to  bulUf  a  constituency  for  capitalism. 


By  Fern  Schumer 


IN  THE  WANING  HOURS  of  the  95th 
Congress  a  new  economic  animal 
was  born — the  Government  Stock 
Ownership  Corp.  The  GSOC  (pronounce 
it  "Gee,  Sock")  owes  its  hfe  to  Senator 
Mike  Gravel  of  Alaska,  who,  in  the  rush 
toward  adjournment,  tucked  the  idea 
into  the  big  tax-cut  bill.  It  is  an  odd  beast, 
a  sort  of  state-chartered  mutual  fund.  A 
state  could  use  its  credit  to  borrow  right 
and  left  for  the  GSOC  so  that  the  corpo- 
ration could  invest  in  stock.  It  would 
distribute  each  year  at  least  90%  of  the 
profits  to  its  shareholders,  who,  in  turn, 
would  be  credited  with  the  income  for 
federal  tax  purposes.  (Shareholders  would 
not  be  able  to  use  GSOCs  as  tax  shelters, 
however,  because  they  would  not  be  al- 
lowed to  flow  through  any  losses.) 

In  theory,  any  state  can  now  set  up  a 
GSOC.  One  can  almost  hear  the  bond 
salesmen  and  underwriters  of  the  world 
bracing  to  handle  a  flood  of  new  state- 
guaranteed  issues.  But,  in  fact,  few  are 
likely  tO;  and  only  Alaska,  with  its  huge 
natural  resources  and  small  population, 
seems  more  than  mildly  interested. 


Not  the  least  peculiar  thing  aboii 
GSOC  beast  is  that  it  all  but  totally 
rates  risk  from  reward.  If  the  Alask 
islature  runs  with  the  idea,  each  of 
ka's  405,000  residents  would  rece 
free  share  of  stock  and  its  dividend 
the  corporation's  only  real  asset  i 
beginning  would  be  the  state's  abi 
guarantee  huge  loans,  the  procee 
which  would  be  invested  by  the  co 
tion.  As  in  any  state,  however,  a 
Alaskans  don't  pay  taxes.  Further 
Alaska  is  unique  in  that  it  has  a  i 
group  of  people  who  live  off  the  lar 
have  no  cash  income.  Is  it  fair  tha 
taxpayers  absorb  the  risk  of  C 
while  an  initial  group  of  Alaska  res: 
reaps  the  benefits? 

After  the  stock  has  been  distribui 
course,  there  will  also  be  an  ever-gn 
divergence  between  the  stockholde 
the  one  hand,  and  taxpayers  and  ci 
on  the  other.  As  people  move  tt 
state,  they  may  not  be  eligible  for  ai 
of  stock.  At  the  same  time,  citizen 
lived  in  Alaska  and  have  since  i1 
may  still  own  stock. 

The  scheme  would  create  a  cfl 
between  the  risk-bearing  taxpayeilnor, 
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Intercontinental  has  come  to  the 
very  heart  of  New  York. 

For  decades,  The  Barclay  has  been 
the  preferred  hotel  ot  knowledgeahle 
travellers  who  enjoy  the  excitement 
combined  with  a  subtle  kind  of  quiet 
elegance  that  makes  possible  an  oasis 
of  privacy  on  Manhattans  east  side. 

Now  that  The  Barclay  has  become 


an  Inter-Continental  Hotel,  you 
may  be  assured  that  the  unique 
character  of  this  landmark  hotel  will 
not  be  changed,  only  enhanced. 

See  your  Travel  Agent  or  call 
Inter-Continental  anywhere  in  the 
world.  In  the  U.S.  call  800-221-2690. 
In  New  York  State  800-522-6449. 
In  NewYork  City  755-5900. 


AN  INTEK'CONTINtMAL  HOTtL 


III  E.  48th  Street,  just  off  Park  Avenue. 


Improving  products  has  been  a 
deep-seated  principle  at  Crane  since 
Richard  Teller  Crane  started  the  business 
in  1855.  Before  the  turn  of  the  centun/  he 
set  industn/  standards  in  testing  the  effects 
of  high  temperatures  and  pressures  on 
metals.  His  research  laboratories  became 
a  model  for  other  industries. 


This  same  tradition  of  techno- 
logical advance  continues  at  Crane  today. 
From  valves,  pumps  and  pollution 
control  to  steel  products  and  aerospace 
equipment. 

Our  technology  was  vital  in  the 
development  of  valves  used  in  the  nation's 
first  nuclear  installations.  Crane  pumps 


Fundamental  to  Crane's  growth. 


helped  control  the  environment  in  our 
lunar  landing  modules.  Our  computerized 
braking  system  aids  in  safely  bringing 
back  NASA's  first  Space  Shuttle. 

A  new  $70,000,000  rail  facility  at 
our  CF&I  Steel  Corporation  has  the  most 
I  advanced  rail  straightening  equipment  in 
.the  world.  And  it's  the  only  mill  in  the 


United  States  that  can  roll  rail  up  to 
82  feet,  twice  the  normal  length. 

Testing,  refining  and  improving 
basic  products  is  a  way  of  life  at  Crane. 
It  has  put  us  at  the  center  of  American 
industry;  it  also  has  helped  make  us  a 
billion  dollar  company  Crane  Co.,  300  Park 
Avenue,  New  York,  New  York  10022. 


CRANE 

 ® 

Fluid  and  pollution  control/Steel/Building  products/Aerospace  &  aircraft 


while  one  arm  of  the  government  is  pushing 
interest  rates  into  double  digits,  another  arm 
is  handing  out  cheap  loans  to  farmers  who 
don't  really  need  them. 


Get  your  3%  loans 
right  here, 
folks 


sonnel. 
[oyner, 
people 
loans." 


WHICH  HAS  MORE  political  appeal: 
helping  worthy  farmers  or  help- 
ing struggling  small  business- 
men? Worthy  American  types,  both.  A 
couple  of  years  ago  some  sharp-eyed  farm 
lobbyists  noticed  that  small  business- 
men had  a  goody  Congress  had  not  yet 
bestowed  on  farmers.  Almost  any  small 
businessman  could  get  a  low-interest  fed- 
eral disaster  loan  for  physical  damages  if 
his  part  of  the  country  was  declared  a 
disaster  area.  Farmers  could  get  such  sub- 
sidized loans  only  if  they  could  show  that 
they  couldn't  borrow  elsewhere. 

So  what  happened?  The  farmers  had 
already  gotten  Congress  to  define  them  as 
small  businessmen  in  June  1976.  All  they 
had  to  do  was  get  the  SBA  to  recognize 
that  crop  losses  are  disasters.  Since  July 
1977  farmers  have  flocked  eagerly  to  the 
loan  window,  dipping  into  the  Treasury 
last  year  alone  for  nearly  50,000  loans 
averaging  $25,000  each  for  an  average 
seven  years  and  totaling  an  astounding 
$1.8  billion.  Interest  rate  on 
all  but  those  above  $250,000: 
3%.  It  now  costs  the  feder- 
al government  a  minimum 
8%%  to  borrow  money,  so  it 
is  losing  close  to  $100  million 
just  in  the  first  year  on  farm- 
ers' disaster  loans  under  the 
SBA  program.  (The  cost  to 
the  government  of  the  rest  of 
SBA  disaster  loans  is  $35  mil- 
lion.) Most  of  the  money 
went  to  farmers  who  suffered 
crop  losses  because  of  severe 
drought.  Did  you  thmk 
droughts  were  ordinary  busi- 
ness risks  for  farmers?  Then 
you  don't  understand  how 
Congress  coddles  our  agricul- 
turists. The  Farmer's  Home 
Administration  in  the  De- 
partment of  Agriculture  also 
makes  disaster  loans  to  farm- 
ers and  charges  low  interest 
rates  and  has  been  doing  so 


since  1949.  The  main  difference  is  that 
FmHA  has  a  credit  test.  If  a  farmer  can 
get  money  elsewhere,  from  a  bank,  say, 
he  isn't  eligible  for  the  subsidy.  SBA 
doesn't  have  such  a  test.  If  the  farmer  is 
in  an  area  declared  a  disaster  under  the 
appropriate  procedures,  he  can  now  get  a 
subsidized  loan  no  matter  how  fat  his 
balance  sheet  is. 

Since  farmers  are  only  human,  there 
have  been  abuses.  "We've  had  reports 
about  farmers  in  strong  financial  condi- 
tion who  got  the  3%  loans  and  used  them 
to  buy  certificates  of  deposit  on  which 
they  earned  about  7%  interest,"  says  Cle- 
tus  W.  S.  Home,  president  of  the  Federal 
Intermediate  Credit  Bank  in  Columbia, 
S.C.  Disgusted  by  such  abuses,  the 
American  Farm  Bureau  Federation  has 
backed  away  from  continuing  to  support 
the  SBA's  involvement  in  farm  credit. 

Government  bureaus  don't  really  fight 
each  other  for  the  privilege  of  lending  to 
farmers,  but  sometimes  it  seems  that 


way.  FmHA  is  set  up  to  lend  to  farr 
It  has  offices  throughout  the  countr\ 
loan  officers  who've  graduated  from 
cultural  schools.  SBA  has  to  set  up 
porary  offices  and  hire  temporary 
According  to  FmHA's  }es' 
"One  of  our  major  probler 
making  dual  application; 
The  two  agencies  try  to  c( 
nate  their  efforts,  he  says,  but  a 
double  loans  do  slip  through. 

Farmers'  traditional  lending  in 
tions — the  farm  credit  system  ant 
country  banks — are  understan 
miffed.  "Our  production  credit  vo 
has  grown  every  year  since  World  V 
but  this  year  it  is  down  between  2'- 
3%,"  says  Cletus  Home.  "We  thin 
essentially  because  of  the  SBA  loan 
How  did  this  costly  mess  develop 
SBA  was  authorized  to  lend  to  fai 
for  totally  different  reasons.  Dairy 
ers  in  California  were  up  in  arms 
the  pollution  control  equipment  the 
to  buy  to  solve  waste  disposal  prob 
The  then-Secretary  of  Agriculture 
Butz  was  unsympathetic,  but  Cor 
was  in  the  process  of  enacting  legisl 
to  help  small  businessmen  buy  poll 
control  equipment.  So  the  farmei 
their  congressmen  to  get  them  inc 
It  was  a  Georgian,  Senator  Sam 
however,  who  had  the  concept  of ' 
ter"  extended  to  include  crops  dest 
by  drought.  About  a  year  after  the 
Business  Act  was  amended  to 
farmers  he  queried  SBA  Adminis 
A.  Vernon  Weaver  about  it. 
checked  with  the  appropriate 
and  agreed  that  a  dried-up  crop  w 
deed  a  disaster  under  the  law  anc 
eligible  for  SBA  disaster  loans 
then  farm  disaster  loans  have  ma) 
the  lion's  share  of  all  SBA  disaste 
dollar  volume. 

For  disasters  that  occur  after  Oc 
this  year  farmers  can  nc 
er  get  3%  money  froi 
SBA.  The  law  providij 
the  fat  subsidy  expired! 
30,  and  President  Cart 
toed  Congress'  attempt 
tend  it  (at  5%).  Now 
must  pay  7%%,  the  a 
cost  of  money  to  the  g( 
ment  last  year,  accordi 
Michael  Massie,  one  of 
disaster  loan  specialists 

SBA  wants  to  get 
farm  lending.  Carter  wj 
out.  But  that  will  take 
of   Congress.  Congres 
committees  are  schedi 
take  up  the  subject  earl 
year,  but  farmers  have 
friends  in  Congress.  If  tl 
islators  are  unwilling 
back  on  pork  barrel  iten 
this  one,  the  chances  of 
anced  budget  and  redu(j 
flation  are  very  dim 
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At  C-E,  we  help  the  lights  90  on 
ill  over  the  world. 


/e  help  provide  electricity, 
or  homes,  cities,  industry, 
ansportation,  growth.  In  77 
)untries,  on  six  continents. 

At  Combustion  Engineer- 
|ig,  we  build  steam  supply 
^stems  that  electric  utilities 
e  to  generate  power  These 
elude  nuclear  systems  as  well 
5  those  fueled  by  oil,  gas 
[•coal. 

Significantly,  since  1950, 
ore  than  645  coal-fired 
ilers  of  C-E  design  have  been 
chased  around  the  world— 


representing  a  total  capacity  of 
185  million  kilowatts. 

In  fact,  steam  generators 
of  C-E  design  produce  about 
40%  of  the  thermal  electric 
power  in  those  areas  of  the 
world  where  statistics  are 
available. 

We  help  the  lights  stay  on. 

C-E  Power  Systems  specialists 
are  at  work  around  the  world 
engineering,  building  and 
maintaining  power  plants  for 
utilities  and  industry.  And  C-E 
also  helps  convert  power 
plants  so  they  can  bum  much 
more  abundant  fuels,  such  as 
coal  or  solid  waste. 


Our  business  is  energy. 

For  65  years,  we've  been 
supplying  equipment,  tech- 
nology and  research  to  help 
produce  energy,  conserve  it, 
squeeze  more  use  out  of  it,  even 
convert  it  to  new  forms. 

For  more  infonnation 
about  our  worldwide  activities, 
write  Combustion  Engineering, 
Inc.,  Dept.  7008-34,  901  Long 
Ridge  Road,  Stamford, 
Connecticut  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


Corporate  managers  and  directors  are  be- 
ing held  personally  liable  under  the  law  for  a 
widening  range  of  their  actions.  Their  greater 
vulnerability  to  claims  and  awards  has 
stepped  up  the  demand  for  liability  insur- 
ance. 

A  brief  review  by  INA  of  an  insurance 
topic  of  interest  to  business  executives. 


If  one  of  the  officers  of  a  com- 
pany fails  to  obtain  competitive 
bids  tor  a  major  purchase,  can  he 
wind  up  being  held  personally 
responsible  for  a  court  judgment 
against  him? 

The  answer  is  that  he  cer- 
tamly  can.  In  general,  should  a 
corporate  director  or  officer  act 
mistakenly  or  negligently  -  or 
should  he  fail  to  act  at  all  when 
action  is  required  -  his  personal 
assets  may  ultimately  be  at 
stake.  Directors  and  officers  have 
been  held  personally  liable  by 


courts  for  such  acts  as  improvi- 
dent investment  of  corporate 
funds  in  a  proxy  fight  and  failure 
to  exercise  reasonable  care  in  the 
selection  of  a  bank.  And  with 
new  responsibilities  resulting 
from  closer  government  regula- 
tion of  business,  the  likelihood 
of  an  executive  slipup  has  grown 
considerably. 

Unquestionably,  officers  and 
directors  are  being  sued  these 
days  with  increasing  frequency 
and  for  ever-greater  amounts. 
This  has  led  to  something  of  a 


run  on  liability  insurance  for  di- 
rectors and  officers,  with  rates 
going  up  and  coverages  not  al- 
ways available. 

Asking  hard  questions 

To  fulfill  their  obligations 
today,  directors  and  officers 
should  be  exceptionally  well- 
informed  on  the  overall  manage- 
ment of  their  company.  In  par- 
ticular, a  director  is  expected  to 
make  a  reasonable  investigation 
-  at  first  hand,  if  need  be  -  of  the 
transactions  in  which  he  partici- 
pates as  a  board  member.  This 
includes  such  matters  as  corpo- 
rate financing  and  financial  re- 
porting, the  issuing  of  securi- 
ties, proposed  mergers  and  ac- 
quisitions and  the  like.  And  an 
officer  has  a  specific  responsibil- 
ity to  use  reasonable  care  in  over- 
seeing the  day-to-day  activities 
of  company  employees. 

But  even  though  officers  and 
directors  may  act  objectively, 
carefully  and  diligently,  their 


Officers'  Liability 


management  of  corporate  affairs 
is  never  immune  from  attack. 
Every  act  performed  by  a  direc- 
tor or  officer  that  results  in  a  loss 
of  any  kind  should  be  viewed  as  a 
potential  source  of  a  lawsuit. 

Reasonable  prudence 

In  the  event  of  a  suit,  the 
"prudent  man"  rule  may  furnish 
a  defense  for  the  officer  or  direc- 
tor. If  it  can  be  shown  that  he  did 
everything  an  ordinary  prudent 
man  would  have  done  under  the 
circumstances,  he  may  well  be 
on  his  way  to  a  successful  de- 
fense. And  if  he  acted  in  good 
faith  and  in  the  best  interests  of 
the  company  as  he  saw  them,  he 
will  usually  be  reimbursed  or  in- 
demnified by  his  company  for 
any  legal  fees  and  judgments  in- 
curred . 

In  turn,  one  part  of  a  direc- 
tors' and  officers'  insurance  pol- 
icy covers  the  company  when  it 
makes  such  reimbursements. 
And  when  company  indemnifi- 
cation is  not  available,  another 
part  of  the  policy  can  provide  for 


the  direct  reimbursement  of  an 
officer  or  director. 

Most  sizable  corporations  to- 
day— including  over  90%  of  the 
firms  listed  on  the  New  "Vbrk 
Stock  Exchange  —  carry  directors' 
and  officers'  liability  insurance 
in  amounts  ranging  from  $5 
million  to  $60  million  and 
more.  The  premiums  paid  usu- 
ally reflect  the  company's  rela- 
tive vulnerability  to  litigation. 

Corporate  targets 

What  makes  a  company  par- 
ticularly susceptible  to  litigation 
involving  directors  and  officers? 

Aside  from  sheer  size,  a 
company  with  a  number  of  un- 
profitable years  is  much  more 
likely  to  be  the  object  of  lawsuits 
than  is  a  consistently  profitable 
one.  Diversified  companies  are 
more  litigation-prone  than  those 
in  a  single  type  of  business,  as  are 
companies  engaged  in  acquisi- 
tions. And  publicly  held  compa- 
nies are  more  vulnerable  than  pri- 
vate or  closely  held  companies. 

Stockholders  and  stock- 


The  board  rooms  ''super  sleuths" 


One  of  the  most  effective  loss- 
irevention  measures  for  dealing 
[ith  directors'  and  officers'  liability 
.  the  audit  committee.  Usually 
imposed  solely  of  outside  direc- 
)rs,  its  prime  functions 
e  to  evaluate  the  per- 


formance of  the  company's  inde- 
pendent auditors,  assure  the  ef- 
fectiveness of  internal  account- 
ing and  controls  systems,  and 
test  the  reliability  of  all  finan- 
cial information.  If 
the  committee 
successfully  fulfills 
these  obligations, 
it  can  hold  down  the 
liability  exposure  of 
the  board  —  as  well  as 
the  premiums  for  lia- 
ity  insurance. 


holder  classes  are  frequent  plain- 
tiffs in  actions  brought  against 
publicly  held  companies  and 
their  directors.  Employees  and 
former  employees,  customers, 
government  agencies  and  prior 
owners  of  acquired  companies 
are  also  potential  plaintiffs. 

Directors'  and  officers'  lia- 
bility is  a  specialized  form  of  in- 
surance. IN  A  is  one  of  the  major 
carriers  providing  this  coverage 
for  companies  of  all  sizes  and  is 
able  to  meet  the  specialized 
needs  of  larger  companies  for 
such  protection. 

*  *  * 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the 
largest  component  of  INA 
Corporation's  international  net- 
work of  insurance  and  financial 
service  companies.  In  property 
and  casualty  insurance  and  risk 
management  services,  life  and 
group  insurance,  health  care 
management,  and  investment 
banking,  INA  and  its  affiliated 
companies  offer  a  unique  combi- 
nation of  products  and  services 
to  business  and  industry  around 
the  world . 

INA  insurance  products  and 
services  are  available  through  se- 
lected independent  agents  and 
brokers.  For  an  informative 
booklet  on  current  trends  in  di- 
rectors' and  officers'  liability, 
write  INA,  1600  Arch  Street, 
Philadelphia,  Pa.  19101. 
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Its  hard  to  forget  someone  ^o 
gives  you  Crown  Royal. 


boss  without  a  secretary  is  like  a  meal  without  wine.  Poor  boss. 
?spite  higher  wages  and  more  status,  the  prospect  is  that  up  to 
1000  new  secretarial  jobs  will  go  unfilled  this  year 


It 


L CRITIC  once  braced  Professor 
Laurence  J.  Peter  of  Peter  Principle 
fame  with  the  following  question: 
IS  Peter  claimed,  everyone  tends  to 
to  the  level  of  his  own  incompe- 
;y,  why  isn't  society  in  chaos? 
mple,  Peter  replied:  Secretaries 
:e  the  world  go  'round.  Because  wom- 
ire  discriminated  against  (this  was 
It  eight  years  ago)  they  can't  rise  to 
they  won't  be  able  to  handle.  Their 
imuiated  efficiencies  save  their  up- 
lly  mobile  bosses  from  themselves. 

for  how  much  longer?  Women 
once  might  have  become  first-class 
taries  are  now  becoming  telephone 
vorkers,  construction  workers, 
nted  police.  Air  Force  pilots,  combat 
nes  and,  increasingly,  business 
agers  and  executives, 
le  fact  is,  up  to  60,000  new  secretari- 
bs  will  go  unfilled  this  year  even 
gh  the  salaries  of  the  nation's  3  mil- 
secretaries  are  rising  at  more  than 
a  year.  By  1985  the  secretarial 
fall  could  easily  pass  250,000.  If 
e  one  of  those  secretary-less  bosses, 
do  you  cope? 

ou  just  leam  to  adjust,"  says  Terry 
;r,  38,  a  vice  president  with  Bank  of 
ica  in  San  Francisco,  who  has  been 
ng  for  a  permanent  secretary  for 
than  a  year.  "You  get  used  to  a 
orary  girl  showing  up  at  10:30.  Or 
bowing  up  at  all.  Or  leaving  after 
days  on  the  job.  You  get  so  you  just 
[rely  on  a  secretary  that  much." 
take  Robert  Thaler,  47,  senior  vice 
lent  for  operations  planning  with 
ity  Pacific  in  Los  Angeles.  His 
anding"  secretary  of  ten  years  was 
|)ted  two  years  ago  and  is  now,  he 
roudly,  doing  a  "bang-up  job"  sell- 
le  bank's  electronic  security  ser- 
systems. 

pite  the  fast-rising  salaries,  now 
ing  from  $230  a  week  in  Chicago, 
York  and  Washington  to  nearly 
n  Detroit  and  Saginaw,  Mich.,  the 
of  the  labor  pool  goes  down  he- 
fewer  of  the  brightest  and  most 
d  women  want  to  be  secretaries. 
Ann  Linn,  35,  whose  husband, 
,  is  a  product  development  special- 
h  Merrill  Lynch.  A  former  Pan 
an  World  Airways  stewardess,  she 
en  a  secretary  at  Philip  Morris  for 
rs.  Two  and  a  half  years  ago  she 
aking  night  classes  toward  a  Bach- 
Business  Administration  degree  at 
brk  City's  Marymount  College, 
uary  she  was  promoted  from  her 
-a-year  secretary's  job  to  a 
post  as  an  analyst  in  organization 
g.  Her  long-term  goal,  she  says,  is 


The  secretary  is 
becoming  an 
endangered  species 


to  become  a  director  of  personnel. 

Or  28-year-old  Marie  Tito,  a  1972  col- 
lege graduate  with  a  degree  in  English 
literature,  who  found  the  teaching  mar- 
ket glutted  and  took  a  $175-a-week  sec- 
retary's job  at  International  Paper  in 
1974.  Today  she  makes  nearly  twice  that 
much  as  IP's  coordinator  of  programs, 


overseeing — among  other  things — the 
company's  internally  sponsored  manage- 
ment training,  including  a  program  for 
secretaries. 

To  replace  women  like  this,  many 
companies  are  reaching  deeper  into  the 
labor  pool  and  promoting  women  with- 
out secretarial  skills  or  abilities  to  do  the 


!■( inner  secrelan'  Mane  Tito  of  hitenuitional  Paper 

Today,  "coordinator  of  training  programs"  with  a  secretary  of  her  own. 
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Mctriiinc  l>ull  i >l  liagle-Picho' 
If  it  hadnt  been  for  the  secretary 
shortage.  Dull  might  never  have  been 
voted  "International  Secretary  of  the 
Year"  by  the  National  Secretaries  As- 
sociation. She  switched  from  insur- 
ance supervisor  to  secretary  for  $300 
a  m^tnth  more. 


job.  Shorthand  is  a  diminishing  skill. 
Where  65  words  per  minute  was  the 
minimum  standard  for  typing  a  few 
years  ago,  now  45  is  acceptable — and 
shorthand  often  isn't  required. 

Some  companies  cope  by  using  tempo- 
rary workers,  who  get  $5.50  an  hour  in 
San  Francisco  and  New  York  City.  Oth- 
ers— like  Bank  of  America,  Metropolitan 
Life,  Union  Carbide,  Philip  Morris  and 
Bache  Halsey  Stuart  Shields — have  start- 
ed training  courses  in  English,  spelling, 
typing  and  stenography.  Halliburton 
Co.'s  Brown  «!k  Root  subsidiary  sends  its 
secretaries  to  the  National  Secretaries 
Association's  professional  training  pro- 
gram, which  includes  courses  in  account- 
mg,  law  and  "human  relations,"  as  well 
as  typing  and  shorthand. 

Other  companies  have  upgraded  the 
title  to  "administrative  assistant"  or 
"executive  assistant."  Who's  kidding 
whom?  Most  of  the  hundreds  of  ads  for 
"administrative  assistant"  in  the  classi- 
fied pages  of  any  big-city  newspaper  still 
require  typing.  But  the  fancier  title  often 
carries  a  fancier  salary — up  to  $20,000  a 
year  in  some  cases. 

As  the  pay  keeps  going  up,  some  for- 
mer secretaries  may  decide  it's  a  better 
life  than  their  more  prestigious  jobs. 
Like  Marjorie  W.  Dull,  58,  who  quit  her 
job  as  an  insurance  supervisor  at  Akron 
Savings  &  Loan  in  1976  to  become  a 


/be  Bergen  Records-  NeLson 
"I'd  be  proud  if  my  son  became  a  secre- 
tary," says  Herb  Nelson,  47-year-old 
father  of  four  and  secretary  for  25 
years.  Nelson  is  happy  at  his  Job, 
which  pays  him  over  $30,000  a  year. 

secretary  at  Eagle-Picher  Industries'  Ak- 
ron Standard  division.  The  lure  was  sim- 
ple; "I  could  make  $300  a  month  more." 

The  rhetoric  of  Women's  Lib  is  a  prob- 
lem even  when  salaries  are  higher.  Some 
women  would  really  like  to  be  secre- 
taries, but  have  been  intimidated  into 
feeling  they  must  aim  for  something 
more  prestigious.  "Women  are  fed  such 
garbage,"  says  Lou  Willett  Stanek,  a 
training  and  development  director  at 
Philip  Morris.  "Not  everybody  should  be 
a  manager,"  she  says.  "Many  people 
don't  really  want  to  travel,  or  work  long 
hours  with  no  overtime,  or  have  to  tell 
other  people  what  to  do.  In  our  manage- 
ment training  program,  we  try  to  clarify 
the  woman's  values,  to  ask  her  if  she 
really  wants  to  change  careers." 

As  our  prize-winning  article,  "Eco- 
nomics Is  Now  Too  Important  To  Leave 
To  The  Economists"  (Forbes,  Nur.  15, 
1976)  shows,  the  labor  force  is  being 
divided  and  subdivided.  Where  women 


"  Women  are  fed  such  gar- 
bage. Not  everybody  should 
be  a  manager.  Many  people 
don't  want  to  travel,  or  work 
long  hours.  We  try  to  clar^y 
the  woman's  values,  to  astc 
her  if  she  really  wants  to 
change  careers." 


Linn  of  Philip  Monis 
British-bom  Ann  Linn  always  wc 
to  live  in  the  U.S.  So  she  worked 
Pan  Am  stewardess,  married  an  A 
can  and  went  to  work  for  Philip  JM 
as  a  secretary.  Since  then  she 
made  the  Jump  to  management 
hopes  to  become  director  of  persa 


were  chiefly  nurses  or  teachers  or 
taries,  they  now  also  become  arm 
cers,  telephone  lineworkers  and  bai 
This  contributes  to  the  worrisome 
lem  of  inflation:  Because  they  a 
longer  plentiful,  secretaries  are  no 
cheap,  and  the  higher  salaries  the 
get  passed  on  to  the  general  public 
form  of  higher  prices.  If  this  is  pre 
inflation  seems  to  be  part  of  the  pr 

Why  not  more  male  secretaries 
bert  Nelson,  47,  for  example, 
more  than  $30,000  a  year  as  the 
tary  to  Malcolm  Borg,  chairman  o: 
lersey's  Bergen  Record.  Dennis  Hi 
31,  was  an  executive  vice  presid 
one  of  Security  Pacific's  indepe 
holding  companies  one  year  ago 
he's  a  secretary  at  less  than  ha 
$25,000  former  salary.  "I  traded  th» 
sure  for  some  peace  of  mind  and 
being,"  he  says.  "I  had  to  scale  doM 
level  of  lifestyle,  but  I  reestablishe 
self  as  a  human  being." 

But  men  with  this  kind  of  selfj 
dence  are  rare.  In  another  decad 
secretary  may  be  lust  as  rare  as  the 
ubiquitous  housekeeper  and  hand 
Good  news,  that,  for  companie; 
make  machines  like  word  proa 
which  may  replace  the  secretary 
in  much  the  same  way  the  dish\ 
and  self-cleaning  oven  replacej 
kitchen  maid.  ■ 
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Who  said  no  news 
is  good  news? 


Without  newspapers, 
your  town  could  be  missing 
a  lot  more  than  news. 

For  example,  there 'd 
be  no  ads.  Without  ads, 
stores  would  miss  custom- 
ers, movies  would  miss 
audiences,  applicants  would 
fmiss  jobs,  and  so  on. 
I      That's  exactly  what 
jcould  happen  if  newspapers 
jweren't  protected  against 
loss  by  insurance.  Few,  if  any, 
vvould  be  able  to  stay  in 
business.  The  financial  risks 
A^ould  be  too  great. 
1      Many  of  us  fail  to 
I  ealize  how  important 
nsurance  is  to  the  way  we 
ive.  We're  inclined  to  think 
)f  it  only  when  things  go 
vrong.  The  fact  is, hardly  any 
if  the  institutions  that  help 
*/iake  our  lives  more  productive 
ould  exist  without  it. 

Industrial  lndemnit>^  is  proud 


of  the  significant  role  insurance 
plays  in  America's  firee  enterprise 
system.  Working  with  independent 
agents  and  brokers,  we're  helping 
insure  the  American  way  of  life. 


INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER  INSURANCE  COMPANIES 
THE  POLICY  MAKERS. 

Industrial  I  ndemnity  Home  Office:  San  Francisco  94120 


After  being  cozied  out  of  the  rich  Saudi  tele- 
phone contract,  U.S.  manufacturers  seem  to 
have  the  inside  track  on  a  bigger  Egyptian  one. 

Cairo  calling 


By  Paul  Sturm 

LAST  May,  as  the  wrangling  over  a 
Middle  East  peace  settlement 
droned  on,  some  high-level  sales- 
men showed  up  in  Cairo,  where  they 
dropped  in  on  Egypt's  President  Anwar 
Sadat.  The  group  included:  American 
Telephone  <^  Telegraph  Chairman  John 
deButtS;  Charles  Wohlstetter,  his  coun- 
terpart at  Continental  Telephone,-  and 
lohn  Douglas,  who  is  vice  chairman  of 
GTE  Corp. 

What  lured  them  was  the  prospect  of 
some  juicy  business.  Egypt  needs  to 
spend  about  SI  billion  a  year  over  the 
next  20  years  to  develop  its  telephone 
system.  Unless  U.S.  companies  land  a 
substantial  hunk  of  that  contract,  they 
may  lose  their  bid  to  enter  the  booming 
international  telecommunications 
equipment  market.  If  they  win,  oil  the 
other  hand,  it  could  mean  thousands  of 
jobs  in  the  U.S.  and  a  substantial  gain  for 
the  U.S.  trade  balance. 

Though  AT&T's  Western  Electric  sub- 
sidiary and  GTE  manufacture  nearly  one- 
third  of  the  world's  communications 
equipment,  their  share  of  the  S25  billion 
a  year  in  foreign  sales  is  minuscule.  Tra- 
ditionally, the  U.S.  utilities  concentrated 
on  meeting  their  huge  domestic  demand. 
That  left  the  rest  of  the  world  to  indepen- 


dent suppliers  like  International  Tele- 
phone &.  Telegraph,  which  builds  its 
hardware  mainly  in  Europe,  West  Ger- 
many's Siemens,  Sweden's  L.M.  Erics- 
son, Japan's  Nippon  Electric  and  even 
Canada's  Northern  Telecom — each  of 
which  outpaces  the  U.S.  giants  in  export 
business. 

Until  recently,  U.S.  attempts  to  crack 
this  hotly  competitive  market  have 
lacked  the  proper  mix  of  salesmanship, 
technology  and  political  clout.  Three 
years  ago  in  Nigeria,  for  example,  AT&T 
lost  an  initial  bid  for  foreign  business  to 
Plessey,  Ltd.,  a  British  company  that  of- 
fered a  far  less  comprehensive  system. 
Then  GTE  won  a  $.500  million  military 
order  in  Iran,  only  to  see  expected  expan- 
sion curbed  by  that  country's  worsening 
money  squeeze.  Finally,  there  was  Saudi 
Arabia.  Last  December  the  biggest  plum 
so  far — a  $3  billion  award  to  install 
500,000  lines  there— went  to  Philips,  a 
Dutch  electronics  company. 

It  isn't  that  U.S.  technology  is  inferior. 
Rather,  many  less  affluent  customers 
perceive  it  as  too  complex  and  sophisti- 
cated for  their  needs.  Moreover,  it  hasn't 
really  been  tested  outside  the  tightly  en- 
gineered U.S.  network.  That's  what 
makes  Egypt  so  important.  With  a  popu- 
lation ten  times  the  size  of  Saudi  Ara- 
bia's, it  will  need  a  far  bigger  communi- 


Local  calls 


cations  system — doubtless  the  lar, ' 
turnkey  contract  ever  awarded. 

For  the  moment,  U.S.  manufactui 
have  an  inside  track  for  the  busin 
which  will  provide  them  with  k 
sought  entry  into  foreign  markets.  W 
Because  the  U.S.  government  is  likel 
finance  a  good  portion  of  the  pro' 
Since  President  Richard  Nixon  vis 
Egypt  in  1974,  the  country  has  beci 
the  largest  recipient  of  U.S.  econo 
aid,  in  an  amount  now  approaching 
billion  a  year.  Some  of  the  money 
already  been  channeled  into  telec 
munications  projects. 

Back  in  1976,  Continental  Teleph 
won  a  key  grant  from  the  U.S.  Agt 
for  International  Development  to 
pare  a  study  of  Egypt's  telecommur 
tions  needs.  They  are  massive.  The: 
currently  a  14-year  backlog  of  app 
tions  for  new  telephone  equipment, 
withstanding  the  fact  that  it  is  c 
faster  to  thread  through  tangled  C 
traffic  to  deliver  a  message  than  it  i 
telephone.  Better  communications 
essential  if  Egypt  is  to  achieve  its  ot 
wise  realistic  goal  of  becoming  a  cult 
and  economic  center  for  the  Middle  1 

In  April,  Continental  submittec 
eight-volume  study  to  Areto,  Egypt'; 
tionalized  telephone  company.  It  rec 
mended  a  crash  program  to  in 
650,000  new  lines — with  a  total  of  5 
lion  planned  over  a  20-year  period. 

As  soon  as  that  proposal  was  off 
presses,  the  three  big  U.S.  ven 
formed  a  consortium  called  Amerii 
It  quickly  prepared  a  S3  billion  offer  t 
the  first  phase  of  the  job  Continental 
outlined,  dividing  the  work  three  w 
AT&T's  Western  Electric  would  pre 
the  long-distance  switching,  when 
technology  is  strongest;  GTE  w 
build  local  exchanges,  the  largest  pa 


The  biggest  single  market  for  telecommunications 
equipment  is  the  U.S.,  and  foreign  competitors  have 
been  all  but  frozen  out  of  it.  But  the  non-U.S. 


market  is  now  more  than  twice  as  big,  and  thus  far 
U.S. -built  equipment  has  been  unable  to  win  a  siz- 
able share  of  it. 


SbilUon 
20 
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ATftT 


GTflcE 
others 


ITT  (U.S.) 


other  U.S.  firms 

Siemen*  AG  (W.Gemuuij) 

L.M.EilcMon  (Sweden)   

Northern  Telecom  (Canada) 
Nippon  Electric  (Japan) 
Phttipa  N.V.  (Holland)   


CIT,  Thomaon,  other*  (Prance) 
PlcMey,  GEC,  others  (U.K.) 


other  and  locally  produced 
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iditions  from  one  end  of  the 
eline  to  the  other. 

Byron  Jackson  has  always 
:l  a  reputation  for  frontiers- 
nship  by  solving  unique 
olems  with  unique  pumps. 
?r  alL  its  pumps  have  fueled 
^ry  program  that  has  sent 
ericans  into  space, 
□ding  every  manned  moon 
aching. 

And  so  we  took  on  the 
$ka  challenge  with  engineers 
[  I  high  hopes.  And  those 
i  osslble-sounding  pumps 
I  e  designed  dnd  installed. 

But  today,  some  eight 
J  rs  later  the  real  job  has  only 
-^egun.  Because  now  pipe- 
construction  is  complete. 


at  this  and  other  pumping 
stations,are  helping  bring  to  life 
the  largest  privately-financed 
project  in  the  history  of  industry 
And  bringing  millions  of  barrets 
of  precious  new  oil  from  the 
Alaskan  frontier  to  America's 
mainland. 

For  more  information 
about  this  and  other  Byron 
Jackson  innovations,  write  to: 
Byron  Jackson  Pump  Division. 
Borg-Warner  Corporation, 
RQ.  Box  201Z  Terminal  Annex, 
Los  Angeles  California  90051 


BORGjrWARNER 


package;  and  Continental,  which  is 
ghly  the  size  of  Areto,  would  handle 
lect  management. 

ickety-split,  the  top  executives  of 
eritech's  parent  companies  were  off 
see  President  Sadat,  and  such  speed 
ght  competitors  napping.  "What  they 
was  very  unorthodox,"  says  Olle 
itbeck,  Ericsson's  marketing  manager 
the  Middle  East.  "The  Americans 
d  to  march  in  there  and  close  the  deal 
bout  competition." 
3  far,  in  fact,  no  formal  bid  tenders 
e  been  issued,  but  companies  from 
md  the  world  are  now  regularly 
iping  to  Cairo  to  present  alternatives 
le  Ameritech  proposal.  Among  those 
ing  up  the  fastest:  ITT  and  France's 
-Alcatel,  both  of  which  have  historic 
ness  ties  with  Egypt. 
It  after  Saudi  Arabia,  cynicism  pre- 
5.  Philips,  which  had  been  wooing 
Saudis  for  years  through  its  well- 
ed sales  agent  (the  son  of  Crown 
ce  Fahd),  won  that  contract  in  1976 
I  a  $5  billion  sole-source  proposal. 
1  came  complaints  about  favoritism, 
a  round  of  competitive  bidding  be- 
with  AT&T  and  ITT  entering  the 
Nearly  18  months  later  the  Philips 
ortium    won   again — though  this 
its  price  was  some  $2  billion  lower, 
thing  was  decided  all  along,  and 
ig  other  companies  in  was  just  a 
of  forcing  the  winner  to  lower  his 
,"  says  a  wordly  executive  at  lapan's 
;hi.  "If  the  Egyptian  deal  is  going  to 
,e  same  way,  why  should  we  bother 
t  involved?" 

ere  is,  however,  a  big  difference  be- 
a  the  two  orders.  The  Saudis  are 
ig  cash  for  their  telephone  system. 

Egypt  can't,  financing  is  the  key  to 
urchasing  decision.  Bankers  esti- 

that  85%  of  any  of  its  telecom- 
cations  expenditures  must  come 
so-called  "soft"  loans,  priced  well 
1  market  rates. 

her  this  year — with  rumors  swirl- 
lat  Adnan  Kashoggi  was  acting  as  a 
tween  for  the  Ameritech  compa- 
-it  seemed  likely  that  Saudi  money 
1  be  available  to  pay  for  the  Egyp- 
roject.  With  the  prospect  of  a  peace 
between  Egypt  and  Israel,  howev- 
le  Saudis  have  tightened  their 
;.  To  present  an  alternative,  Ameri- 
as  called  in  Morgan  Stanley  &  Co. 
p  got  a  plan  in  the  works,  but  I 
iscuss  any  details,"  says  partner 
arson-Parker. 

iously,  U.S.  government  funds  and 
arantees  will  be  a  major  part  of 
ckage.  Ameritech's  money  men 
[eady  talking  with  U.S.  foreign  as- 
e  officials  and  bankers  who  would 
ante  up  for  government-guaran- 
oans.  "Telecommunications  cer- 
has  a  very  high  priority  in  our 
i| "  says  Selig  Taubenblatt,  director 
U.S.  Agency  for  International  De- 


velopment's (AID)  project  development 
office  for  the  Near  East.  "Even  if  we 
don't  fund  it  directly,  we'll  certainly  urge 
Egypt  to  give  every  consideration  to  U.S. 
companies."  The  Pentagon  is  keenly  in- 
terested, too:  Telephones  are  the  nerve 
center  of  a  nation's  security,  and  there 
are  military  as  well  as  economic  reasons 
for  wanting  foreign  installations  in  the 
hands  of  friendly  technicians. 

What  will  probably  emerge,  then,  is 
some  form  of  government-supported 
funding  for  Egypt's  network  that  hands 
Ameritech  the  business  on  a  silver  plat- 
ter. Whenever  U.S.  foreign  aid  pays  for 
portions  of  a  project,  foreign-source  sup- 
pliers can't  bid.  This  applies  to  ITT,  too, 
since  its  telecommunications  factories 
are  mostly  in  Belgium.  "That's  why 
we're  not  eager  to  get  the  World  Bank 
involved,"  says  Gary  Lasher,  president  of 
Continental  Telephone  International.  "If 
they  lend  any  money,  specifications  go 
out  on  international  tender." 

Even  with  firm  orders  in  hand,  howev- 
er, U.S.  manufacturers  won't  have  an 
easy  time.  With  its  slow-moving  bu- 
reaucracy and  incredibly  crowded  condi- 
tions, Egypt  IS  probably  the  toughest 
country  in  the  world  in  which  to  attempt 
a  large-scale  communications  installa- 
tion.  And  the  U.S.   consortium  part- 


ners— though  old  hands  at  ultramodern 
technology  and  massive  project  manage- 
ment— are  babes  in  the  woods  when  it 
comes  to  operating  in  the  Third  World. 

What's  more,  Egypt's  high  water  table 
makes  laying  cable  treacherous.  "You  can 
build  a  beautiful  central  switching  office, 
and  the  outside  plant  won't  work,"  says 
Northern  Telecom's  Richard  Wertheim. 
"We  think  the  place  is  a  trap." 

The  end  result,  however,  is  anything 
but  certain.  "The  U.S.  is  using  a  lot  of 
cheap  money  and  some  good  political 
muscle  to  buy  its  way  into  a  very  com- 
petitive international  market,"  says  Ian 
Cole,  a  telecommunications  expert  at 
London's  James  Capel  &  Co.  "The  learn- 
ing experience  will  be  a  tremendous 
boost  for  American  manufacturers,  but  I 
doubt  if  they'll  make  much  money." 

Even  if  they  don't,  installing  tele- 
phones in  Egypt  should  prove  a  wise 
long-term  investment  for  government 
and  business.  It  brings  the  prospect  of  a 
competitive  niche  in  the  lucrative  tele- 
communications export  market.  And  it 
may  prove  a  valuable  precedent  in  or- 
chestrating national  resources  for  other 
big  foreign  contracts — a  talent  at  which 
the  Japanese  and  Germans  have  long  ex- 
celled. Dial  tones  in  Cairo  may  come  a 
bit  easier,  too.  ■ 


Wheelahrator-Frye  has  had  its  disappoint- 
ments as  an  ''energ}^ /environment  company. 
Fortunately,  it  can  take  them  in  its  stride. 

Mike  Dingman*s 
strategic  mix 


By  Jefferson  Grigsby 


MICHAEL  DiNG.MAN  pUt  doWU  hiS 
fork  and  looked  thoughtful.  He 
was  pondering  Forbes'  ques- 
tion: Who  taught  you  about  business? 
Dingman's  answer  was  that  he  learned 
by  studying  other  people's  mistakes. 
What  did  he  learn?  "To  keep  a  little 
humility;  not  get  steeped  in  our  own 
palaver,"  he  answered. 

Keeping  a  sense  of  balance  is  vital  for 
the  chairman  of  Wheelabrator-Frye, 
which  has  some  businesses  where  it  is 
easy  to  make  costly  mistakes.  That's 
why  Dingman  built  this  big  pollution 
control  company  around  a  core  of  rather 
mundane  projects,  things  like  the  Wheel- 
abrator  itself  (a  materials-cleaning  ma- 
chine invented  in  1932),  structural  engi- 
neering, printer's  ink  and  carbon  paper. 


The  results  have  been  remarkable. 
Dingman  took  the  company  over  in 
1970,  when  revenues  were  $87  million. 
This  year,  even  without  its  latest  an- 
nounced acquisition,  Neptune  Interna- 
tional Corp.  of  Atlanta,  Ga.,  Wheelabra- 
tor  will  do  considerably  more  than  $600 
million.  The  more  mundane  products, 
ranging  from  pulp  and  paper  mills  built 
by  its  Rust  Engineering  Co.  subsidiary  of 
Birmingham,  Ala.,  to  ball  bearings,  con- 
tribute 70%  of  revenues.  They  have 
helped  finance  Wheelabrator's  leadership 
in  developing  and  producing  equipment 
for  cleaning  up  the  environment.  A 
sound  corporate  strategy,  that,  and  one 
that  avoids  the  mistake  made  by  so 
many  other  technologically  advanced 
companies  whose  ambitions  exceeded 
their  resources. 

"Everything  takes  longer  than  people 
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rhink  it  will,"  Dingman  likes  to  say, 
talking  about  those  advanced  projects. 
Take  garbage-to-energy.  There's  as  much 
potential  energy  in  a  ton  of  garbage  as  in 
a  barrel  of  oil,  and  the  nation  produces 
143  million  tons  of  it  every  year.  Wheel- 
abrator-Frye,  in  a  joint  venture,  has  one 
of  the  world's  biggest  garbage  energy 
plants  in  operation — at  Saugus,  Mass., 
about  43  miles  from  its  corporate  head- 
quarters in  the  New  Hampshire  woods. 
In  operation  since  1975,  the  plant  has 
burned  nearly  a  million  tons  of  garbage 
and  trash  and  used  it  to  make  4  billion 
pounds  of  generating  steam  it  sells  to  a 
nearby  General  Electric  plant.  Character- 
istically, the  process  is  not  far-out  at  all, 
but  an  adaptation  of  a  tried-and-true 
technology  used  for  more  than  130  plants 
in  Europe  and  lapan. 

But  events,  both  economic  and  politi- 
cal, have  made  the  Saugus  plant  much 
more  difficult  than  it  looked.  GE  can  buy 
cheaper,  high-sulfur  oil  and,  by  "mixing" 
its  energy  with  Wheelabrator's  clean 
steam,  still  meet  Environmental  Protec- 
tion Agency  ambient-air  standards — 
which  reduces  the  demand  for  Wheela- 
brator's garbage-derived  energy.  "Then," 
says  Dingman,  "many  of  the  landfill 
dumps  that  were  supposed  to  be  shut 
down  by  environmental  legislation 
somehow  proliferated  anyway" — which 
reduced  the  supply  of  garbage.  "Finally, 
the  town  saw  this  magnificent  free  en- 
terprise facility  coming  in  and  laid  off 
20%  of  their  tax  bill  on  it,  so  our  taxes 
there  are  now  over  $1.5  million  a  year." 

The  result:  The  Saugus  plant,  which, 
according  to  the  analysts,  once  looked  as 
if  it  could  contribute  about  18  cents  a 
share  or  so  to  Wheelabrator-Frye's  earn- 
ings by  this  year,  will  have  operating 
losses  of  about  $2  million  instead. 

Wheelabrator  is  involved  in  discus- 
sions about  a  half  dozen  other  garbage- 
to-energy  plants,  but  the  fact  is,  generat- 
ing steam  from  garbage  is  more  than 
twice  as  costly  as  making  it  from  a  con- 
ventional oil-fired  boiler.  To  cover  the 
extra  cost,  Wheelabrator-Frye  must 
charge  garbage  collectors  between  314 
and  $15  a  ton  for  disposal  services,  but 
landfill  garbage  dumps  still  exist  even  in 
the  densely  populated  Northeast,  where 
garbage  can  be  disposed  of  for  consider- 
ably less  than  that. 

There's  also  the  gap  between  public 
piety  and  private  interest.  Take  West- 
chester County,  N.Y.,  where  County  Ex- 
ecutive |.  Robert  Dolan  more  than  a  year 
ago  decided  on  a  S75  million  Wheelabra- 
tor-Frye plant  in  a  community  called 
Grasslands.  The  matter  is  now  bogged 
down  in  the  county  legislative  body  over 
what  Dolan  calls  "the  backyard  issue — 
you  know,  it's  a  great  idea,  just  don't 
build  it  in  my  backyard."  Or  take  St.  Paul, 
Minn,  where  Mayor  George  Latiner  is 
sold  on  the  technology,  but  the  garbage- 
men  aren't  sold  on  the  economics. 


Sighs  Dingman,  "The  trouble  is  the 
decisions  in  this  sort  of  thing  extend  well 
beyond  the  duration  of  the  average  politi- 
cal career.  So  the  incumbent  tends  to 
concentrate  on  the  headline-gathering 
potential  rather  than  the  actual  perfor- 
mance, because  that  will  accrue  to  some 
successor's  career  rather  than  his  own." 

Now,  Dingman  won't  predict  when 
the  Saugus  plant  will  be  profitable.  Does 
that  mean  he  will  get  out  of  the  business? 
"No,  no,  no!"  he  says.  "The  important 
thing  is  that  the  plant  is  working,  and 
that  a  change  of  a  dollar  or  two  in  the 
price  of  energy  or  garbage  disposal  could 
change  things  overnight.  It's  a  long-term 
business." 

Garbage  is  only  one  uncertainty.  There 
is  also  Wheelabrator-Frye's  "precleaned" 
coal,  and  its  "dry"  scrubbers  (that  take 
sulfur  dioxide  out  of  coal  smoke  without 


Dingman  of  \KhL'c/iihni!or-F>ye 
Everything  takes  longer. 


leaving  the  sludge  of  "wet"  scrubbers). 

On  the  surface,  both  should  be  right  on 
the  money.  President  Carter's  goal  is  1 
billion  tons  of  coal  production  a  year  by 
1985,  double  the  current  rate,  and  a  big 
increase  in  coal-generated  electricity. 
Coal  is  one  of  the  dirtiest  fuels,  so  the 
scrubber  market  may  be  enormous.  Mer- 
rill Lynch  analyst  William  Genco  esti- 
mates it  could  be  around  $8  billion  to  S 1 0 
bilhon  over  the  next  ten  years. 

The  trouble  is  knowing  which  way  to 
jump.  Next  March,  the  EPA  will  issue 
regulations  for  coal-fired  utility  company 
generators.  Until  the  EPA  decides,  the 
utilities  are  reluctant  to  buy.  And  as  the 
standards  are  now  proposed,  they  lean 
toward  wet  scrubbers. 

The  upshot  of  all  this,  as  analyst  Henry 
licha  of  Bache  &.  Co.  puts  it,  is  that 
Wheelabrator-Frye  is  "spending  a  great 
deal  of  money  on  technology  that  may  or 
may  not  be  used."  How  much-  The  com- 
pany has  put  between  S30  million  and 
$40  million  into  its  energy  systems,  says 
Chief  Financial  Officer  Paul  M.  Mon- 
trone.  Much  of  the  development  work  on 
the  dry  scrubber  and  precleaned  coal  has 
been  financed  by  either  interested  utili- 


ties or  government  grants.  But  the  c 
all  cost  of  what  Dingman  calls  "plar 
seeds  for  the  future"  has  been,  in 
word,  "enormous." 

While  waiting  for  the  seeds  to  sp: 
Dingman  has  made  some  smart  mc 
The  company's  diversification  has 
carefully  done  with  acquisitions  thi 
in  like  a  jigsaw  puzzle  around  the  Wl 
abrator  itself,  a  machine  that  come 
sizes  up  to  four  stories  tall  and 
cleans  iron  and  steel  by  hurling  n 
shot  at  the  surface  from  a  whi 
wheel,  then  filtering  the  dust  and  d 
through  a  big  vacuum  cleaner-like  h 

Thus,  because  it  was  already  in  th 
pollution  control  business,  the  com 
long  ago  moved  into  fabric  filters 
take  ash  and  soot  out  of  indu! 
smoke,  and  it  is  now  the  market  le 
with  about  25%  of  a  $200  million  a 
market  that,  like  scrubbers,  is  hour 
grow  rapidly  once  the  govemi 
makes  up  its  mind.  From  the  Wheel 
tor's  cleaning  pellets,  the  compan 
quired  its  way  into  the  precision 
bearing  business  and  from  its  fans 
filters  into  the  blower  business.  To 
big  systems,  Dingman  in  1971  acq 
Rust  Engineering,  the  nation's  I 
largest  engineering  company.  Orn 
"chemicals  and  specialty  products" 
he  fitted  in  pieces  around  the  Frye  si 
Wheelabrator-Frye,  originally  a  mak 
carbon  paper  and  office  supplies. 

It  is  conceivable  that  many  or  eve 
of  Wheelabrator's  future-oriented 
ects  may  fail  to  work  out — that 
people  will  come  up  with  the  wir 
technologies.  The  consequence,  \ 
immensely  disappointing,  would  h 
prove  fatal;  Dingman  hasn't  bet  the 
pany  on  them.  He  has  taken  som 
risks,  but  he  has  sensibly  limited  t 
and  sensibly  hedged  his  bets. 

By  talking  up  his  gee-whiz  pro 
Dingman  has  kept  a  good  price  ear 
ratio  on  his  stock  (recently  it  wai 
times  1977  earnings  in  an  eight-ti 
earnings  market).  Using  stock  si^ 
mented  by  cash,  Dingman  thus  hasi 
able  to  make  solid  acquisitions  at  a 
price,  keeping  revenues  and  ear 
growing  while  he  builds  for  the  fi 
His  background  fits  him  almost  uni< 
for  the  task.  An  engineer  by  trainit 
cut  his  management  teeth  helping 
New  lersey  aluminum  pole  compam 
a'  Massachusetts  electronics  comj 
then  spent  six  years  on  Wall  Street' 
Bumham  &  Co.  before  taking 
Wheelabrator-Frye. 

The  numbers  tell  the  score:  Fully 
ed  earnings,  if  the  Neptune  merd 
comfileted  this  year,  will  be  about  i\ 
up  only  moderately  from  1977's  9 
But  the  company  will  net  about  16 
stockholders'  equity  this  year,  acj 
debt  ratio  has  actually  come  down| 
all  this  expansion:  32%  of  capital!^ 
in  1975,  it  is  down  to  25%  today.  I 
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^\^ntage. 
I  just  worft 
compromise 
on  taste! 


"I'm  willing  to  make  some  concessions, 
but  taste  isn't  one  of  them.  Even  though 
I've  heard  the  tar  stories,  I  still  want  a 
cigarette  with  good  taste. 

"That's  why  I'm  glad  I  switched  to 
Vantage. 

"With  Vantage,  I  get  the  taste  I  smoked 
for  in  the  first  place.  And  that  wasn't  easy 
to  find  in  a  low  tar 

^  "For  me, Vantage  is  the 
best  tasting  low  tar  cigarette 
there  is'.' 


Jack  G.  Bacon 
Memphis,  Tennessee 


Rojjuliir,  Menthol, 
;ind  Vantiisc  lOO's 


yarning:  The  Surgeon  General  Has  Determined 
hat  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


FILTER  lOO's:  10  mg."tar",  0.8  mg.  nicotine,  FILTER,  MENTHOL 
11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  MAY  78. 


Borrowers!  Depressed  by  the  11%  prime? 
Here's  consolation.  Giant  banks  are  after  the 
"middle  marked  dominated  by  regionals. 

Walter  Wriston  (and 
David  Rockefeller) 
calling 


NOT  TOO  MANY  dccadcs  ago,  it  was  a 
privilege  to  have  a  bank  account 
in  one  of  the  prestige  banks  of  the 
country.  Individuals  and  smaller  busi- 
nesses required  an  introduction  to  bank- 
ing officials  to  do  business.  Otherwise 
they  were  treated  with  cold  stares  and 
raised  eyebrows. 

How  different  it  is  today.  Not  only  do 
we  all  have  friends  at  Chase  Manhattan, 
but  even  Morgan  Guaranty  is  glad  to  see 
you  if  you've  got  an  average  checking 
balance  of  $,S,000  (or  are  willing  to  pay  an 
annual  $240  service  charge).  Sensormatic 
Electronics  Corp.  of  Deerfield  Beach, 
Fla.,  with  annual  revenues  of  only  $24 
million — a  peanut  in  the  forest  of  com- 
merce— has  been  besieged  by  Citibank 
($77  billion  of  assets).  Manufacturers 
Hanover  Trust  ($38  billion)  and  First  Na- 
tional Bank  of  Chicago  ($22  billion)  -to 
borrow  some  of  their  money.  Four  Flor- 
ida banks  have  been  knocking  on  the 
door,  too. 

What  is  this  all  about?  Why  would 
Citibank  be  interested  in  a  company  that 
may  borrow  only  $1  million  to  $3  mil- 
lion? Citibank's  business  loans  on  Sept. 
30,  1978  totaled  $40  bilhon. 

That's  because  the  major  money  cen- 
ter banks  like  Citibank,  First  of  Chicago 
and  Bank  of  America  have  had  their 
choicest  business  with  giant  blue  chip 
corporations  drawn  away.  Commercial 
paper  is  one  competitor.  Canadian,  Japa- 
nese, German  and  other  foreign  banks 
and  a  handful  of  major  finance  compa- 
nies, like  General  Electric  Credit  and 
Ford  Motor  Credit,  are  others. 

So  the  big  banks  have  decided  to  go 
after  the  finance  needs  of  smaller  compa- 
nies all  over  the  country,  companies 
whose  sales  may  be  as  low  as  $  1 0  million 
or  as  great  as  $150  million — with  some 
banks'  definitions  going  lower  and  high- 
er. Known  in  the  trade  as  '^middle  mar- 
ket" lending,  this  is  the  type  of  credit 
activity  that  has  made  healthy  profits  for 
the  regional  banks  during  1978  when 
commercial  loans  of  the  New  York,  Chi- 
cago and  California  institutions  were  m 


a  virtually  flat  trend. 

The  competition  has  been  good  for  the 
small  corporate  borrower  who  now  can 
often  borrow  at  so  close  to  the  prime  that 
giant  corporations  usually  pay. 

Take  the  case  of  Sensormatic,  a  pro- 
ducer and  lessor  of  surveillance  equip- 
ment. Sensormatic  used  New  York's  Ir- 
ving Trust  Co.  from  the  company's  in- 
ception in  1968  for  initial  working 
capital  loans  totaling  a  peak  $1  million 
and  had  funded  some  additional  loans 
from  insurance  companies.  But  when 
money  became  tight  m  1973-74,  the  Ir- 
ving was  reluctant  to  roll  over  the  credit, 
explaining  they  did  not  feel  Sensormatic 
was  running  its  business  all  that  well. 

In  November  197,S  Sensormatic 
switched  to  the  Southeast  Bank  of  Mi- 
ami but  had  no  line  of  credit.  When  the 
company  went  to  the  bank  for  a  $2  mil- 
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Looking  foT  peanuts  in  the  forest. 


lion  to  $3  million  loan  to  reduce  conv 
ible  notes,  the  bank  said  "No."  Leon 
Barbato,  Sensormatic's  vice  presiden 
fmance,  says  the  company  ended  up 
Aetna  Business  Credit — a  fully  secu 
lender — where  it  had  to  pay  about 
over  prime  for  a  $2  million  loan, 
continued  to  bank  at  Southeast  u 
May  1977,  when  "suddenly,"  he  Si 
"the  Irving  came  back  to  us — it  was 
expected — and  said  it  could  get  us  ou 
the  notes  at  a  tremendous  rate,  '74%  ( 
prime,  and  offered  us  a  line  of  credi 
prime.  This  was  a  landmark  for 
Southeast  later  came  back,  but  it 
after  the  fact." 

Edwin  A.  Schoenborn,  executive  ' 
president  of  the  Irving,  says,  "This  is 
of  the  many  cases  where  the  inti 
competition  for  the  middle  markt 
giving  the  smaller  borrower  the  bcr 
of  lower  interest  costs." 

Some  bankers  feel  that  this  read 
out  to  the  middle  market  is  one  of 
major  forces  that  is  revolutionizing 
structure  of  banking — a  significant  m 
toward  national  banking.  When  1 
money  center  institutions  seek  out  sr 
borrowers,  territorial  claims  to  local 
ents  collapse. 

Loans  to  top  quality  national  corp 
tions  are  made  at  or  close  to  the  pr 
rate,  currently  1 1%,  with  some  addit 
al  charges  usually  set  on  top  of  that  m 
form  of  noninterest-bearing  deposit 
ances.  Smaller  companies  have  been 
customed  to  paying  significantly  hi] 
rates.  Charges  range  from  V2%  i 
prime  to  as  much  as  1  Vi  %  in  most  a 

Citibank,  the  country's  second  lar 
bank,  is  in  the  midst  of  increasing 
50%,  to  150,  the  number  of  lending 
cers  assigned  to  developing  middle-i 
ket  corporate  loan  business  out  of 
bank's  14  loan  production  offices. 

"The  Denver  market  does  not  I 
many  big  borrowers  to  start  with,"  sa 
Denver  banker.  "In  this  region  a  c 
pany  with  sales  of  $100  million  woul 
a  large  company." 

Nevertheless,  some  banks  have  ope 
loan  production  offices  in  Denver — L 
ed  California  Bank  and  Republic  Nat 
al  of  Dallas.  Others,  such  as  Seci 
Pacific  and  Royal  Bank  of  Canada,  1 
salesmen  on  the  prowl  in  Denver  loo: 
for  the  smaller  credits.  In  Rockfordl 
(pop.  270,000)  Norbert  E.  Schwarz,  pi 
dent  of  the  United  Bank  of  Illii 
thinks  his  community  is  a  prime  ts 
for  the  giant  banks.  He's  heard  that  C 
tinental  Illinois  and  First  Chicago  1 
been  calling  around. 

"There's  absolutely  no  doubt  that 
bigger  banks  have  forced  us  to  look 
our  shoulder,"  Schwarz  says. 

Borrowers  don't  have  »iuch  to  rej 
over  in  these  days  of  an  11  %  prime 
but  it's  some  consolation  to  know  th 
your  local  banker  is  mean,  you  cai 
ways  turn  to  the  big  city  boys.  ■ 
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o  matter  what  motor  oil  you  buy,  yoiire 
"obably  getting  Lubrizol  additives  with  it. 


A  jewel  of 
a  company 


»<v  HK\    Mobil    Corp.    this  fall 
\B  launched   its   full  promotion 
W    campaign  for  Mobil  1  premium 
I  or  oil  ("The  Oil  That  Does  It  All"), 
Thomas  W.  Mastin,  chairman  of 
j-based  Lubrizol  Corp.,  smiled.  He 
smiled  when  Exxon  mounted  its 
1  paign  for  its  Uniflo  premium  oil 
le  Engine  Saver,  The  Gas  Saver").  In 
us,  the  oil  companies  are  touting  the 
ICS  of  their  premium  lubricants.  It's 
.  tiful  music  to  Lubrizol's  Mastin. 
istin  takes  a  benign  view  of  this 
scting  mayhem  because  of  Lubri- 
position  as  the  largest  maker  by  far 
Kcial  oil  additives.  These  are  sub- 
:  IS  that  increase  an  oil's  slipperi- 
control  its  thickness,  improve  its 
'Tility  and  in  general  help  it  do  its 
tor  up  to  12,000  miles  between 
s  Today,  additives  can  make  up 
or  more  of  a  can  of  motor  oil. 
Do  matter  what  the  brand,  it's  an 
(HI  bet  that  Lubrizol  supplies  at 
some  of  the  additives  in  every  can. 
when  it  does  not,  Mastin  can  be 
led  by  the  growth  of  the  total  addi- 
market,  some  $1.7  billion  world- 
of  which  Lubrizol's  growing  share 
J  amounts  to  over  one-third, 
at  means  Lubrizol  will  pull  in  rev- 


enues this  year  of  about  $600  million,  on 
which  it  will  show  earnings  of  over  $75 
million  for  a  25% -plus  return  on  equity 
despite  expensing  some  $20  million  in 
annual  R&D  costs.  Consistency?  It  has 
made  20% -plus  on  equity  for  years  and 
has  had  only  one  down  earnings  year 
(1975)  since  going  public  back  in  1962. 

Ten  big  oil  companies  provide  nearly 
half  the  company's  sales,  though  the  larg- 
est accounts  for  only  13%.  Each  is  vastly 
bigger  than  Lubrizol;  each  would  love  to 
take  Lubrizol's  place  as  the  industry's 
major  supplier.  Who  are  they?  Lubrizol 
executives  prefer  not  to  say.  ("It  upsets 
them,"  says  one  Lubrizol  man.  "After  all, 
some  are  spending  lots  of  money  adver- 
tising their  revolutionary  new  motor 
oils.")  But  the  fact  remains  that  indepen- 
dent Lubrizol — the  only  other  nonoil 
company  in  the  field  is  Ethyl  Corp.,  with 
a  small  position — has  by  far  the  widest 
product  range  and  does  about  twice  the 
additive  business  of  any  of  its  huge  oil 
company  competitors. 

Lubrizol  started  modestly.  It  was 
founded  in  1 928  to  make  and  sell  a  graph- 
ite lubricant.  In  1935  the  founders  ran 
into  a  serious  potential  problem:  Conti- 
nental Oil  Co.  claimed  that  Lubrizol's 
major  product  contained  some  of  Conti- 


nental's patented  halogen  compounds. 
Rather  than  bet  their  company  on  a 
chancy  lawsuit,  Lubrizol's  founders  set- 
tled out  of  court.  They  convinced  Conti- 
nental to  join  Lubrizol  in  assigning  the 
patents  of  both  companies  on  halogenat- 
ed  additives  to  a  joint  venture.  Then,  in 
1937,  Lubrizol  made  another  deal  with 
Union  Oil  Co.,  which  also  held  impor- 
tant patents  in  lubricants  and  additives. 
Suddenly,  little  Lubrizol  had  a  strong  pat- 
ent position  across  the  lubricating  oil 
and  additive  fields. 

Better  to  have  the  patents  yourself, 
with  other  people  coming  to  negotiate 
respectfully  with  you.  A  few  years  later 
Lubrizol  quit  selling  any  lubricants  of  its 
own,  and  instead  mounted  a  major  re- 
search effort  on  additives  that  has  gone 
on  ever  since;  the  bill  for  the  last  six 
years  alone  was  close  to  $100  million.  Of 
its  work  force  of  3,600,  some  800  are 
technical  people — a  number  of  them 
made  wealthy  by  generous  stock  option, 
profit-sharing  and  pay  policies.  Tbe  re- 
sult? An  almost  impregnable  thicket  of 
some  650  worldwide  patents. 

Lubrizol  is  ferocious  in  protecting  its 
turf.  As  recently  as  this  year's  third  quar- 
ter, the  company's  "other  income"  col- 
umn carried  a  $6  million  item  resulting 
from  a  successful  patent  infringement 
suit  against  an  undisclosed  foreign  oil 
company;  that  was  on  top  of  a  $3.5  mil- 
lion settlement  in  1975.  One  measure  of 
the  importance  of  Lubrizol's  aggressive 
stance  was  the  naming  of  a  lawyer, 
Douglas  W.  Richardson  who  had  been 
vice  president,  administration,  as  vice 
chairman  in  1977. 

Not  even  the  federal  government  can 
cow  the  company.  Lubrizol  sued  the  En- 
vironmental Protection  Agency,  claim- 
ing the  EPA  had  arbitrarily  expanded  the 
meaning  of  the  word  "fuel"  in  the  Clean 
Air  Act  of  1975  to  include  motor  fuel. 
The  U.S.  Court  of  Appeals  agreed  in  1977 
and  invalidated  EPA's  regulations  on  en- 
gine oil  additives. 

How  would  Lubrizol  make  out  if  there 
were  a  recession  next  year?  A  dropoff  in 
U.S.  gasoline  consumption  would  hurt  a 
bit,  but  it  could  well  be  offset  in  foreign 
markets  where  the  company  is  particu- 
larly strong.  Analyst  lay  R.  Harris  of 
Cleveland's  Prescott  Ball  &.  Turben  be- 
lieves that,  barring  a  disruptive  oil  em- 
bargo, Lubrizol  can  make  over  $4.00  a 
share  from  operations  next  yearzs  $3.75 
in  1978,  "because  of  increased  [additive] 
usage  and  price  increases  of  about  6%." 

All  in  all,  Lubrizol  has  to  be  one  of  the 
sweetest  businesses  around.  It  hasn't 
even  a  penny  of  long-term  debt,  has  a 
current  ratio  of  3.3  for  I  and  is  sitting  on 
a  pile  of  cash.  Return  on  capital  this  year: 
about  27%.  Even  in  this  sick  market, 
Lubrizol  sells  at  about  12  times  earnings. 
There's  no  such  animal  as  a  sure  thing  in 
business  or  in  investing,  but  if  there 
were,  it  would  look  like  Lubrizol.  ■ 
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Ibe  oil  regulators,  as  usual,  forgot  that  busi- 
nessmen like  to  walk  a  straight  line,  not  just 
dance  to  a  popular  tune. 

Old  oil  in  a  new 
wonderland 


By  John  Berry 


ONE  PART  of  the  horrendously  com- 
plex oil  price  control  program  is 
so  badly  devised  that  it  is  costing 
the  U.S.  up  to  500,000  barrels  a  day  in 
lost  oil  production.  That  much  oil,  if 
produced  here  rather  than  bought  abroad, 
would  cut  the  U.S.  trade  deficit  by  nearly 
10%— more  than  $2.5  billion. 

The  regulations  in  question  have  been 
in  effect  for  nearly  three  years  despite 
warnings  from  some  officials  at  the  old 
Federal  Energy  Agency — now  absorbed 
by  the  Department  of  Energy — that  they 
would  quickly  limit  some  types  of  oil 
output.  The  problem  is  simple  enough, 
according  to  Philip  Verleger,  who  is  an 
energy  economist  at  the  Treasury  De- 
partment: "The  'regs'  do  not  make  out- 
put maximization  and  profit  maximiza- 
tion coincide." 

They  sure  don't.  Take  the  case  of  Pre- 
mier Consolidated  Oil  Fields,  Ltd.,  a  44- 
year-old  British  company.  Premier  is 
small  (1977  revenues:  $5  million)  and 
mainly  in  the  drilling  business,  but  it  also 
produces  a  little  bit  of  oil  and,  despite  its 
modest  size,  behaves  exactly  as  far  bigger 
outfits  do. 

Its  U.S.  subsidiary,  Premco  Petroleum, 
Inc.,  owns  six  leases  in  the  Midway  Sun- 
set field  in  California.  Oil  no  longer  gush- 
es in  those  parts.  Until  1976,  Premco 
was  boosting  production  in  one  of  its 
fields,  the  Metson  lease,  with  an  expen- 
sive process  of  injecting  steam  into  the 
oil-bearing  rocks.  Under  regulations 
drafted  in  the  wake  of  the  1974  oil  crisis, 
this  was  so-called  "old"  oil — now  known 
as  "lower-tier"* — which  could  be  sold 
for  only  $5.25  per  barrel. 

Under  another  provision  of  the  same 
set  of  regulations,  however,  if  production 
in  that  field  fell  to  less  than  ten  barrels 
per  day  for  more  than  12  straight 
months,  the  Metson  field  would  reach 
"stripper"  status.  Stripper  oil,  by  regula- 
tion, could  be  sold  for  whatever  the  mar- 
ket would  bear — at  the  moment  more 
than  $14  per  barrel. 

Knowing  a  good  thing  when  it  saw  it, 
Premco  halted  steam  operations  in  the 

'As  distinct  from  upper-tier  oil,  oil  foutui  since  1976  or 
oil  produced  in  excess  of  a  field's  production  base. 


Metson  field  in  the  fall  of  1976  and  calm- 
ly watched  production  fall.  By  September 
1977,  Metson  reached  stripper  status.  In 
October  Premco  resumed  steam  oper- 
ations and  to  no  one's  surprise  produc- 
tion immediately  started  to  soar — by 
more  than  500  barrels  per  day. 

Far  from  jeopardizing  Metson's  status 
as  a  stripper  field,  the  extra  oil  now  gush- 
ing forth  under  steam  can  all  be  sold  at 
world  market  prices.  So,  at  the  cost  of 
some  patience  perhaps,  but  little  more, 
Premco  is  currently  getting  $14  per  bar- 
rel for  the  same  oil  that  was  once  fetch- 
ing only  a  paltry  $5.25. 

The  regulators,  needless  to  say,  were 
neither  madmen  nor  perverse  in  ignoring 
the  warnings  they  had  heard.  Behind 
each  regulation,  it  is  only  fair  to  say,  lay 
sbmebody's  idea  of  serving  the  public 
interest.  But,  given  the  inevitable  con- 
flicting interests  involved,  the  effects 
have  proved  counterproductive.  For  all 
their  good  intentions,  the  regulators 
have  encouraged  oilmen  to  cut  back  on 
investment  and  allow  production  to  fall 
whenever  a  field  gets  within  shouting 
distance  of  stripper  status.  That's  why 
stripper  production  has  remained  steady 
in  recent  years,  at  about  I.I  million  to 
1.2  million  barrels  a  day,  while  produc- 
tion of  lower-tier  oil  has  dropped  precipi- 
tously, from  about  5.5  million  to  only  3.2 
million  barrels  a  day. 

There's  another,  even  more  complicat- 
ed wrinkle  in  the  regulations  that  has 
contributed  to  the  decline  of  lower-tier 
oil  production.  Beginning  in  1974,  pro- 
ducers were  urged  to  pump  more  oil.  As 
an  incentive  they  were  allowed  to  charge 
nearly  $10  and  later  still  more  for  each 
barrel  of  "new"  oil  they  could  produce 
above  what  they  had  produced  in  1972. 
Moreover,  for  each  barrel  by  which  they 
exceeded  their  base,  they  got  to  raise  the 
price  on  a  matching  barrel  of  the  $5.25 
variety,  too.  By  the  time  the  current 
wrongheaded  regs  were  written  in  1976, 
about  60%  of  all  oil  fields  in  the  country 
had  lifted  their  output  above  their  origi- 
nal 1972  levels. 

The  incentives,  for  once,  had  been  cor- 
rectly gauged.  But  by  1976,  the  1972  pro- 
duction bases  were  fast  becoming  obso- 
lete, primarily  because  oil  field  output 


normally  falls  as  the  oil  in  the  reser 
recovered.  The  decline  averages 
than  10%  a  year — but  with  a  wide 
ation  among  fields — once  peak  pi 
tion  is  achieved.  So  the  prodi 
base — the  artificial  dividing  line  be 
the  oil  that  could  be  sold  for  $5.2 
that  going  for  about  $1 1.50 — was  i 
ed  to  1975  levels. 

The  good  intentions  behind  the  i 
ing  device  are  plain  enough:  to  pi 
windfall  profits.  But  the  same  devn 
created  new  problems.  Consider 
that  has  produced  /ess  than  its  1971 
in  the  past  several  years.  Such  a  fie 
built  up  what  the  regulators  call  a  '\ 
lative  deficiency." 

What  that  can  mean,  in  terms- 
producer's  profits,  is  clear.  If  the  pi 
er  decided  to  make  an  investmc 
hike  oil  output,  he  would  have  to  si. 
added  oil  for  $5.60  (the  $5.25  pi 
inflation  factor)  until  he  had  pro 
enough  to  make  up  that  "deficienc 
the  way  back  to  1976. 

Fat  chance  of  that.  In  most  case; 
ducers  just  sit  on  their  hands  until 
properties  turn  into  strippers.  77?c; 
are  willing  to  make  the  investmen 
sell  al!  the  oil  for  more  than  $14  ii 
of  $5.60,  or  the  $12.16  that  upper-t 
goes  for  today. 

"The  industry  is  just  not  putting 
money  into  maintaining  producti 
old  fields  [because]  most  of  the  oi 
duced  would  probably  be  lower 
confirms  Ted  Eck,  chief  econom 
Standard  Oil  Co.  (Indiana).  "The 
tors  want  to  spend  their  money 
they  know  they'll  be  able  to  ge 
upper-tier  oil." 

The  experts  who  wrote  the  1976 
lations  had  predicted  that  lower-tit 
duction  would  fall  about  8%  a  ye. 
stead,  it  has  dropped  at  a  rate 
twice  that,  all  because  the  regulato 
got  that  most  people  prefer  to  do  w 
in  iheir  best  interest,  not  what  the  r 
tors  want  them  to  do. 

Congress  had  its  hand  in  ti; 
course,  with  its  insistence  that  the 
bined  price  of  all  the  categories 
could  not  exceed  a  predetermined 
That  was  Congress'  way  of  transf 
income  from  the  owners  of  oil  fie 
consumers — though  it's  turned  ou 
refiners  have  gotten  a  big  share 
benefits  as  well. 

.  The  Department  of  Energy  is  f 
getting  around  to  acknowledging  so 
the  mischief  the  regulations  are  ere 
It  has  asked  for  comment  on  a  van 
proposed  changes  and  will  hold  he. 
on  the  whole  mess  in  [anuary.  But 
hold  your  breath.  Some  Administ: 
officials  are  beginning  to  take  an  e> 
ingly  dim  view  of  any  oil  price  ch 
that  could  cause  trouble  for  the 
dent's  new  anti-inflation  push.  I 
while,  U.S.  oil  production  is  lower  t; 
needs  to  be.  ■ 
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•orgia- Pacific's  RoheH  Fknvetree  aiidfciresis  near  Cmssett.  Ark 

tt  a  question  of  nostalgia  but  of  "economics  and  common  sense. 


By  Kathleen  K.  Wiegner 


eorgia-Pacific      Corp.'s  an- 
^  nouncement  last  month  that  it 
0§  plans  to  move  its  corporate  head- 
rters  from  Portland,  Ore.  to  Atlanta, 
)'  I  is  in  one  sense  a  homecoming.  At- 
^  la  is  only  150  miles  from  Augusta, 
"f  where  the  company  started  51  years 

«It    was    G-P's    founder,  Owen 
atham,  who  first  used  cheap  south- 
pine  for  plywood,  pioneering  the 
We  plywood  industry  in  the  South. 
I  isn't  nostalgia,  however,  that  has 
npted  G-P's  return  to  Georgia  after  a 
ear  sojourn  in  the  West.  Rather,  it  is 
momics  and  common  sense,"  ac- 
ing  to  Robert  Flowerree,  chairman 
'chief  executive  of  the  $3.7  billion 
.t  products  company.  With  75%  of 
sales  and  72%  of  profits  coming 
the  South  and  East,  Flowerree  says 
tly,  "The  cost  in  manpower  and 
■1  from  Portland  has  had  an  effect  on 
:ompany's  financial  picture  which 
i)t  be  allowed  to  continue." 
ivverree  is  in  good  company.  Even 
crn     "institutions"    like  Weyer- 
ser  Corp.  and  Crovm  Zellerbach  are 
whistling  Dixie.  The  South's  192 
')n  acres  of  commercial  forest  lands 
ly  39%  of  the  national  total)  stretch 
eastern  Texas  north  to  Richmond, 
4uch  of  the  land  is  flat  or  gently 


Abandoned  in  the  1920s,  southern  forests 
have  grown  back  so  well  that  in  another  20 
years  they  will  become  the  nation's  number 
one  wood-producing  region. 


You  can  go 
home  ag^n 


sloping,  making  trees  easily  accessible 
for  harvesting.  The  mild  climate  and 
good  soil  conditions  produce  species, 
such  as  the  loblolly  pine,  which  have  a 
good  fiber  yield  and  are  ideal  for  plywood 
sheathing,  structural  lumber  and  pulp  for 
paper.  Whereas  a  western  Douglas  fir 
may  take  from  60  to  75  years  to  reach 
maturity,  southern  pine  can  be  harvested 
in  25  to  30  years.  While  the  West's  large 
old  growth  trees  are  still  important  for 
higher  grades  of  lumber,  the  high-volume 
segments  of  the  wood  and  paper  markets 
can  be  adequately  supplied  from  south- 
ern pine,  as  technology  has  progressed 


over  the  last  15  years  to  extend  uses  for 
these  trees. 

The  South  has  other  lures.  The  cost  of 
living  is  generally  lower  in  the  South  and 
so  are  labor  costs;  western  workers  are 
the  highest  paid  in  the  industry.  South- 
ern mills  are  within  easy  reach  of  fast- 
growing  markets  in  the  Sunbelt  and  are 
closer  to  export  markets  in  Europe.  Since 
the  virgin  timber  was  logged  off  by  the 
end  of  World  War  I,  the  South's  forests 
have  been  regrown,  cut,  and  then  re- 
grown  again  so  that  today  they  are  capa- 
ble of  supporting  giant  mills  like  Union 
Camp's  1-million-ton-a-year  kraft  paper 
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aau  lintrboard  mill  in  Savannali,  Ga. 

Even  more  important,  only  around  9% 
of  the  acreage  capable  of  growing  trees 
commercially  is  government  property — 
v\^ith  all  the  red  tape  that  implies.  The  rest 
belongs  to  industry  and  individual  land- 
owners. In  Georgia,  for  example,  the  cen- 
ter of  the  southern  forest  industry,  only 
3%  of  the  25  million  commercially  forest- 
ed acres  are  in  the  national  forests.  Of 
North  Carolina's  almost  20  million  acres, 
only  5%  are  in  national  forests.  By  com- 
parison, 55%  of  the  commercial  acres  in 
the  14  w^estern  states  are  in  national 
forests,  including  47%  of  Oregon's  forests 
and  30%  of  Washington's,  the  prime 
western  timber  states. 

With  Forest  Service  sales  of  timber 
increasingly  uncertain  because  of  grow- 
ing environmentalist  pressure  to  convert 
national  forests  (where  timber  may  be 
harvested)  to  wilderness  areas  (where  it 
may  not),  timber  supplies  immune  to 
such  pressures  have  made  the  South  in- 
creasingly attractive. 

In  the  West,  even  private  ownership  is 
no  guarantee  of  freedom  from  govern- 
ment encroachment.  This  year  48,000 
acres  of  prime  redwood  growing  land  be- 
longing to  Louisiana-Pacific,  Areata  Na- 
tional Corp.  and  privately  owned  Simp- 
son Timber  Co.  were  appropriated  by  the 
government  under  pressure  from  envi- 
ronmentalists to  expand  Redwood  Na- 
tional Park  in  northern  California  (which 
was  originally  created  by  taking  land 
from  L-P,  Areata  and  other  private  own- 
ers). Estimates  are  that  in  the  early  1980s 
timber  harvested  on  privately  held 
northwest  forest  lands  will  begin  declin- 
ing, making  forest  products  companies 
even  more  dependent  on  what  is  known 
as  the  "Forest  Service  game." 

Such  problems  are  all  but  nonexistent 
in  the  South.  Instead  of  forcing  an  adver- 


sary relationship  with  a  militant  govern- 
ment bureaucracy,  industry  works  with 
small-tree  growers  through  a  variety  of 
assistance  programs  that  may  encom- 
pass recommending  the  best  forestry 
practices  and  arranging  for  contractors  to 
plant  and  thin  the  trees.  Weyerhaeuser 
Corp.'s  Tree  Farm  Family  Program  was 
begun  in  Mississippi  shortly  after  World 
War  n.  International  Paper's  Landowner 
Assistance  Program  has  been  in  exis- 
tence for  five  or  six  years  and  currently 


Southern  timber  barons 


The  South's  rejuvenated  forests 
are  the  U.S.'  maiii  supply  source. 


Acres  owned 

Total 

in  South 

acreage 

Company 

(000) 

(000) 

International  Paper 

5,003 

8,500 

Weyerhaeuser 

3,040 

5,800 

Georgia-Pacific 

2,100 

4,700 

Union  Camp 

1,680 

1,680 

Continental  Group 

1,468 

1,468 

Champion  Intl 

1,451 

3,. 533 

St  Regis 

1,418 

3,200 

Westvaco 

1,175 

1,255 

St  |oe  Paper  Co 

1,100 

1,100 

Time  Inc 

1,047 

1,047 

has  27,000  owners  (900,000  acres)  in  its 
program.  "Private  landowner  assistance 
programs  are  the  key  to  our  ability  to 
produce  more  fiber,"  says  Peter 
McLaughlin,  president  of  Union  Camp. 
"They've  got  to  succeed  because  so 
much  of  the  land  is  held  in  small  owner- 
ships, and  they  must  grow  trees  as  effi- 
ciently as  the  industry."  This  is  impor- 
tant because  74%  of  southern  forests  are 
still  in  the  hands  of  private  individuals.  A 
recent  study  points  out  that  in  five 
southern  states  there  has  been  a  loss  of  1 
million  acres  a  year  in  tree-growing  land 
primarily  because  private  owners  were 
not  replanting. 


Union  Camp  was  one  of  the  first  coi 
nies  to  go  south,  but  other  far-sig 
companies  were  not  far  behind.  W» 
haeuser  began  acquiring  acreage 
World  War  D  and  today  is  about  eql 
divided  between  the  West  and  the  Sou 
terms  of  land  holdings  (sec  chart).  Pot 
Corp.  has  been  spending  $185  millic 
Arkansas  over  the  last  several  years, 
million  of  that  for  a  paperboard  mi 
McGehee,  Ark.  to  utilize  the  half  mii 
acres  of  trees  Potlatch  owns  there, 
lamette  Industries,  Boise  Cascade,  Lc 
ana-Pacific  and  Crown  Zellerbach  am 
er  western-based  companies  that 
been  acquiring  land  and  expanding  f 
ties  outside  the  Northwest. 

Bargains,  not  surprisingly,  are  ge 
harder  to  find.  Since  1975  the  av' 
sales  price  for  southern  pine  timbe 
increased  125%.  "There  are  no  bi^ 
gains  left  in  the  South,"  agrees  Chai: 
Gene  Knudson  of  Willamette  Indus 
"But  the  predominance  of  private  o\ 
ship  makes  it  easier  to  buy  timber.  1 
seems  to  be  a  steady  stream." 

Some  southern  foresters  worry 
the  pressure  on  the  forests  may  be 
ing  too  rapidly,  but  at  the  moment 
her  is  growing  faster  than  it  is  beinj 
Unlike  trees  growing  in  their  ns 
state,  the  South's  pine  "plantat; 
grow  two  to  three  times  more 
which,  under  good  management,  sit 
assure  continued  supply.  And  even 
the  increase  in  prices,  the  timber  i! 
cheaper  than  in  the  West,  where 
Forest  Service  sales  this  year  were 
for  new  record  highs  of  almost  $45 
thousand  board  feet,  for  example,  a 
that  two  years  ago  no  one  would 
dreamed  possible. 

"The  West  can  have  its  scenery, 
southern  timber  broker  says  jubil. 
"We'll  take  the  cash."  ■ 


We  left  a  great  gift  idea  up  near 
he  North  Pole.  A  case  of  Canadian  Club. 


Tis  a  great  place  to  hide  one  for  "the  C.C.  Season,"  we 
lught  as  we  flew  north .  So  we  left  ou  r  case  of  holiday  cheer 
he  polar  ice  cap  at  84°50'5"N,  63°55'2"Won  April  25, 1978. 
y  April?  Because  we  want  to  be  home  for  the  holidays,  too.) 
To  find  it,  hire  a  ski-equipped  plane  and  head  north 
n  Resolute  Bay  in  the  Canadian  Arctic.  Remember,  though, 
ice  moves.  So  don't  be  disappointed  if  the  C.C.  has 
peared  by  the  time  you  reach  our  coordinates. 
There's  an  easier  way  to  get  you  r  holiday  supply  of  C.C. 
^nake  a  list  of  everyone  you  want  to  remember  with  gifts 
jnadian  Club.  Then  head  for  the  nearest  store  displaying 
handsome  gift-wrapped  package  and  say,  "C.C,  please." 

jj  umuD m/t rjm,k by w^ma myift  ifvf  iR'- ^:  u..  ormoir. mich  m proof,  bletced  wmm whisky  !C)1978 


The  Best  In  The  House  "  in  87  lands. 


Lockheed  knows  how. 


"Biggest  advance  since  the  autopilot." 

That's  one  widely  held  opinion  of  an  exclusive  fuel- 
saving  system  now  being  installed  in  many  L-1011  TriStars. 

Called  the  Lockheed  Flight  Management  System,  it 
senses  altitude,  speed,  and  other  flight  factors.  Then  it 
can  act  automatically  to  control  the  engine  throttles  for 
best  fuel-use  efficiency  at  all  times  during  flight  — takeoff 
to  landing. 


Flight  manjgeiDvnt  conlini  i>,inrl 

Though  a  new  feature,  the  system  isn't  just  for  new 
planes;  it  can  easily  be  added  to  existing  L-lOlls.  And  the 
savings,  over  the  life  of  each  plane,  could  total  millions 
of  dollars. 

Making  aircraft  lighter. 

Since  the  1930s,  most  aircraft  have  been  structured  of 
strong,  lightweight  aluminum.  Future  generations  of 
aircraft  may  also  be  made  mostly  of  aluminum,  but  of  a 
very  different  nature. 

A  new  technology  being  explored  by  Lockheed  uses 
powdered  aluminum,  alloyed  with  such  elements  as  iron. 


lithium  or  cobalt,  to  create  lighter,  stronger  and  stif 
metals  than  can  be  achieved  with  conventional  alum 
technology. 

Results  indicate  this  'new  aluminum'  could  reduc 
present-day  jetliner 
weight  by  107o.  That 
in  turn  means  savings 
of  millions  of  gallons 
of  fuel  over  each 
aircraft's  life,  a  big 
benefit  in  energy- 
short  years. 

For  this  new- 
material  process,  Muniniuni  lithium  alloy  mdgnitied 

Lockheed  scientists  even  had  to  employ  astonishin 
techniques  for  turning  the  powdered  aluminum  an( 
alloys  into  superior  metal.  After  heating  and  meltir 
example,  the  mixture  is  rapidly  cooled  a  million  tiri 
faster  than  the  cooling  rate  used  with  standard 
aluminum  ingots. 

Down  the  road:  liquid  hydrogen. 

Lockheed  scientists  are  deep  into  a  NASA-sponsi 
study  of  a  future  aircraft,  powered  by  a  clean-burn 
liquid  hydrogen,  that  could  cruise ataflashinghype 
speed  of  about  4,000  mph,  or  six  times  the  speed  of  s 

Because  liquid  hydrogen  can  be  made  from  coaj 
even  water,  its  future  use  in  aircraft  could  eliminatj 
need  for  scarce,  expensive  petroleum. 

The  aircraft  would  cruise  at  altitudes  as  high  as  ll 
feet  and  have  ocean-spanning  range.  Its  200  passel 
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ave  fiiel  in  flight. 


liquid  hydrogen  fueled  aircraft 

e  whisked  from  New  York  to  London  in  under  two 
nd  could  make  the  Los  Angeles/Tokyo  flight  in 
wo  hours,  18  minutes  — takeoff  to  landing. 


unlng  the  flight  plan. 

a  pilot  calls  Lockheed's  JetPlan,  he's  in  touch  with 
terized  encyclopedia  of  information  affecting 
osed  flight.  And  the  benefit  he  gets  is  eye-opening 
jy— savings  of  both  time  and  fuel. 

a  constantly  updated  reservoir  of  data,  a  pilot 
)reflight  contact  via  telephone  and  a  small  printer 
.  In  minutes,  he  gets  back  his  most  efficient 
an.  Given  origin,  destination,  and  type  of  aircraft, 
K'ckons  its  answer  from  such  factors  as  route 
c  urrent  weather,  recommended  fuel  load, 
titude,  speed  and  shortest  route, 
veil  does  it  work?  Over  a  recent  12-month  test 
^U.S.  military  and  corporate  aviation  saved  more 
Imillion  gallons  of  fuel,  or  better  than  $1.5  million, 
jll's  just  the  beginning.  The  number  of  jetPlan  users 
vHsavings  are  both  growing  steadily. 


Stretching  wings. 

Longer  wings  mean  reduced  drag  and  consequently  a 
substantial  cut  in  fuel  use.  But  among  big  wide  body 
jetliners,  only  the  Lockheed  L-1011  TriStar  can  add  nine 
feet  of  wingspan  without  costly  structural  redesign. 

That's  because  of  the  L-1011 's  advanced  technology, 
in  this  instance  an  exclusive  system  of  Active  Control 
ailerons.  Controlled  by  computers,  these  ailerons  will  act 
automatically  to  reduce  the  structural  loads  on  the 
lengthened  L-1011  wings. 


Longer  wings  for  /ess  (lt,)g 


The  longer  wings  and  Active  Control  ailerons  will  mean 
a  healthy  savings  of  fuel  when  they  enter  airline  service  in 
1980.  And  they'll  also  help  the  L-1011  have  the  smoothest 
ride  of  any  jetliner  through  gusts  and  turbulence. 

When  it  comes  to  devising  farseeing  programs  to  meet 
the  growing  fuel  crisis,  Lockheed  knows  how. 

Lockheed 
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Hi^fciw  iiie  crucial  nature  of  the 
^ariy  years  of  l>iisiness  growth. 
The^>i^tterns  developed  then 
have  fkr- reaching-  effects  on 
future  profitability.  And  that's 
when  a  bank  like  Continental 
can  be  in  valuable. 

.  The  Continental  banker  is 
i^our  side  as  well  as  fit  your 
Jl^victe.  He  can  offer  responsive 
tarjancing,  a  wide  r9.nge  of 


of  long-term  commitment  only  a 
bank  with  resources  like  ours 
can  offer. 

A  Continental  corporate 
banker  will  match  your 
possibilities  with  vision.  And 
your  needs  with  experience.  At 
Continental,  we  believe  it's  the 
best  way  to  g^row. 
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Cayman  Pakistan 
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BANK  I 

Continental  Illinois  i 

National  Bank  and  TFust  1 

Company  of  Chicago  |j 

Argentina  Kenya  1 
Australia  Korea 

Austria        Lebanon  ■ 

Bahamas     Luxembourg  ffi 

Bahrain       Malaysia  m 


remy  Grantham  thmks  you  can  beat  the 
arket  by  buying  its  losers,  selling  its  winners. 
?retical,  maybe,  but  worth  considering. 

The  man  who 
loves  dogs 


The  Money  Men 


lERE  IS  a  single  principle  to  which  all 
Street  would  agree  it  is:  Cut  your 
■  and  let  your  profits  run.  (A  couple  of 
tions  are:  Your  first  loss  is  your  best 
lo  with  the  trend,  }iot  against  it.  ] 
msense,  insists  Jeremy  Grantham, 
^ho  thinks  the  best  policy  is:  Cut 
profits  and  let  your  losses  run. 
tham  is  a  trim,  fair-haired  British- 
Harvard  Business  School  graduate 
is  an  owner  of  the  new  Boston  mon- 
nanagement   firm    of  Grantham, 
»,  Van  Otterloo     Co.  (assets  under 
gement:  $65  million), 
n't  sell  your  losers,  Grantham  ad- 
buy  more  of  them — average  down, 
iversely,  don't  stay  too  long  with 
winners;  sell  them  on  the  way  up 
;invest  in  the  losers, 
ink  amateur?  Hardly.  Grantham  is 
f  the  founders  of  Boston's  Battery- 
1  Financial  Management,  a  nine- 
ild  investment  management  firm 
Iready  has  $1.8  billion  under  man- 
;nt,  about  half  in  index  funds, 
ham  left  Batterymarch  with  part- 
)ick  Mayo  and  Eijk  Van  Otterloo 
because  he  thought  it  was  getting 
I,  and  because  Grantham  says:  "If 
ant  to  concentrate  your  money  in 
Jest  handful  of  ideas  and  move 
y,  you  have  to  be  small."  Now  he 

I'e  a  chance  to  test  his  conven- 
nng  thesis  with  real  money, 
cal?  Maybe.  Bear  with  us  while 
ain  why  Grantham  thinks  you 
the  market  by  buying  its  losers 
ing  its  winners.  His  approach 
re  you,  but  the  sophisticated  in- 
ir  speculator  would  do  well  to 
what  Grantham  has  to  say. 
nost  younger  money  managers, 
m  believes  that  the  market  is 
damned  efficient" — that  is,  the 
prices  stocks  at  what  they  are 
t  any  given  moment,  which  is 
total  of  all  the  judgments  based 
le  information  known  to  inves- 
speculators  about  that  stock.  In 
se  there  are  no  "bargains."  Can't 


be.  A  $50  stock  is  worth  $50,  and  that  is 
that.  Obviously  though,  people  do  find 
relative  bargains,  and  the  way  they  do, 
Grantham  says,  is  by  looking  ahead  and 
making  intelligent,  informed  guesses 
about  the  future  of  a  group  of  stocks. 

Experience  shows,  he  says,  that  one  of 
the  safest  predictions  is  this:  A  group  of 
highly  profitable  companies  will  become 
less  profitable  as  time  passes.  The  high 
profits  will  attract  competition.  Con- 
versely, a  group  of  low-profit  companies 
will  tend  to  become  more  profitable. 
Competition  will  drift  away,  no  new  ca- 
pacity will  be  built.  This  is  all  theory,  of 
course,  but  it  is  a  rough  tool  for  predict- 
ing changes  in  profitability  and  thus  in  a 
company's  standing  in  the  stock  market. 

When  Avon  was  riding  high,  the  so- 
called  second-tier  stocks  were  dragging 
bottom  with  multiples  way  below  the 
stock  market's  average.  People  were 
afraid  of  them.  They  weren't  institution- 
al— and  everyone  knew  that  the  institu- 
tions made  the  stock  market. 

Yet  an  ideal  switch  in  1972-74  would 


Stuck  mark  ri  viii  i<  ,'itci)iv  ( ,rci>tthciiii 

His  rule:  trade  contort  for  diacontfort. 


have  been  to  sell  Avon  and  reinvest  the 
money  in  low-price/earnings-ratio  small- 
er companies.  To  trade,  that  is,  comfort 
for  discomfort,  secure  in  the  knowledge 
that  what  is  comfortable  today  becomes 
uncomfortable  tomorrow.  That  is  what 
happened.  People  became  less  comfort- 
able with  Avon  and  more  comfortable 
with  second-tier  stocks.  Though  the 
market  as  a  whole  went  nowhere,  people 
lost  big  money  in  Avon  and  others  made 
big  .  loney  in  second-tier  stocks. 

A  Grantham  dictum:  "If  a  stock  is 
comfortable  to  buy,  don't  buy  it."  Right 
now  Avon  is  once  again  comfortable  to 
own,  but  Chase  Manhattan  isn't. 
Grantham's  accounts  are  heavily  in 
Chase  Manhattan  and  out  of  Avon. 

To  define  what  is  comfortable  and  un- 
comfortable, Grantham  and  his  col- 
leagues use  a  number  of  screens  to  mea- 
sure relative  value — groups  of  stocks  that 
sell  at  multiples  significantly  less  than 
those  of  the  market  as  a  whole. 

His  most  important  single  screen  is 
"present  value,"  which  means,  to  over- 
simplify, taking  a  ten-year  estimate  of  a 
company's  future  earnings,  discounting 
them  to  the  present  and  then  making  a 
ratio  between  that  number  and  the 
stock's  price.  The  average  ratio  of  some 
1,500  stocks  is  labeled  "fair  value."  Us- 
ing Grantham's  model,  for  example,  the 
top  10%  of  the  companies  at  year-end 
1974  have  appreciated  more  than  200%. 
The  bottom  10%,  only  30%. 

Aren't  ten-year  estimates  a  little  ludi- 
crous? "Actually,"  replies  Grantham, 
"you're  less  likely  to  be  as  far  off  as  you 
will  be  for  next  year.  The  longer  the 
period,  the  more  obviously  silly  overopti- 
mistic  assumptions  appear  [shades  of 
Avon].  The  estimates  are  crude,  but  they 
provide  a  useful  start." 

The  purpose  of  all  these  screens  is  to 
find  "pockets  of  inefficiencies,"  or,  in 
laymen's  parlance,  bargains. 

Don't  get  the  idea  that  Grantham  and 
company  rely  solely  on  computer  runs. 
The  screens  identify  only  potentially  at- 
tractive groups,  to  show  where  "to  direct 
our  research."  After  that,  "it  comes 
down  to  hard,  dirty,  old-fashioned  analy- 
sis and  research,  and  adjusting  all  of  the 
key  inputs.  We  want  to  find  a  reason  a 
stock  is  cheap — i.e.,  uncomfortable.  That 
is  the  single  most  important  question 
with  us."  Maybe  a  stock  is  cheap  for  a 
sound  reason:  Penn  Central  in  1969  be- 
cause it  was  heading  for  bankruptcy.  But 
maybe  there  is  no  good  reason  based  on 
probable  future  earnings:  the  second-tier 
stocks  in  the  early  Seventies.  That's 
where  the  fundamental  long-range  analy- 
sis comes  in. 

Using  different  language,  Ben  Graham 
said  much  the  same  thing:  Buy  sound, 
low  P/E  stocks  and  wait  while  the  econo- 
my and  the  marketplace  adjust  their  val- 
ues upward,  as  they  inevitably  must. 

Grantham  cites  a  computer  test  in- 
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Honeywell  helps  Fidelity  Plaza  save  energy| 
Enough  to  nrn  one  fourth  of  their  huilding 


You  don't  have  to  be  a  huge 
energy  user  to  profit  from  a 
Honeywell  energy  manage- 
ment system.  In  fact,  you  don't  even 
have  to  buy  the  system.  Using 
BOSS,  Honeywell's  unique  time- 
shared  energy  management  service, 
the  Fidelity  Plaza  building 
in  Oklahoma  City  saves  over  25% 
on  yearly  energy  costs. 

Through  BOSS,  Fidelity  Plaza 
shares  our  computerized  Delta 
system— and  a  highly-skilled 
Honeywell  energy  manager— with 
other  buildings  in  the  area. 
Their  savings  repaid  startup  costs 
in  five  months.  Now  they  pay  a 
year's  service  fees  out  of  a  few  weeks' 
savings.  The  rest  goes  right  to 
their  bottom  line. 

A  precision  control 
system  programmed 
for  savings. 

Whether  you  choose  to  share 
BOSS  service  or  buy  your  own  Delta 
system  depends  on  your  building's 
requirements.  In  either  case,  a 
Delta  computer  controls  all  your 
energy-using  systems.  It  automatic- 
ally checks  occupancy  schedules, 
reads  temperatures  anci  operates 
all  heating,  cooling  and  lighting 
equipment  for  maximum  energy 
savings.  At  no  cost  to  comfort. 

In  hundreds  of  buildings, 
large  and  small,  energy  savings  of 
20  to  30%  are  common.  There 
are  manpower  savings,  too.  And 


Delta  can  even  take  care  of 

your  fire  and  security  system  needs. 

The  Honeywell 
advantage  is  hardware 
plus  experience. 

Delta  is  the  product  of 
Honeywell's  unique  combination 
of  computer  technology  and 
long-established  leadership  in 
temperature  controls.  Only 
Honeywell  designs,  builds  and 
services  all  major  components 
of  its  own  system,  from 
thermostats  to  computers.  That's 
why  you  can  rely  on  Honeywell 
to  supply  the  total  energy  savings 
package  your  building  needs: 
hardware,  proven  programs  and  the 
highly  skilled  and  experienced 
people  to  make  them  work. 

We  can  help  you  every 
step  of  the  way.  From  planning  and 
detailed  application  with  your 
design  team  through  installation 
and  operations  training.  And 
afterwards,  with  expert  preventive 
maintenance  service  that  keeps 
your  whole  system— computer, 
controls  and  mechanical  equipment 
as  well— functioning  at  top 
efficiency. 

Find  out,  free,  how 
much  you  can  save  on 
the  bottom  line. 

Today,  a  lot  of  people  want 
to  tell  you  how  to  save  energy.  We'll 
tell  you  how  much  you  can 
save— in  dollars  and  cents.  Using 
our  experience  and  Delta's 


software,  we've  designed  a  precise 
computer  analysis  that  can  give 
you  an  accurate  estimate  of  your 
building's  savings  potential. 
Our  analysis  is  free;  there's  no 
charge  or  obligation.  All  we 
need  are  a  few  facts  abc^ut  your 
building  which  your  building 
manager  can  provide. 

Before  you  invest  in  any 
energy-saving  system,  spend  IS'f 
to  send  for  our  Bottom  Line 
computer  questionnaire.  We 
showed  Fidelity  Plaza  how 
to  save  tens  of  thousands  yearly. 
Let  us  shcnv  you. 


Free  analysis  of  your  building'l 
energy-saving  potential 

Send  this  coupon  for  your  free 
Bottom  Line  Computer  Questionnaire 


Name 


Titl, 


Qimpanv 


Addr 


Citv 


State 


Area  Code  Telephone 
Monthly  electric  bill: 

□  Under  $5000       DSS-ICOOO       DOver  $10. 
Building  size:  DUnder  50.000  sq  ft  □50-150, 
sq  ft,     □Over  150,000  sq  ft 
Mail  to:  HoneNwell  Commercial  Division 
Dept.  12Q14  Minneapolis,  MN  55408 


It's  good  business  to  run  a  fine-tuned  building. 

Honeywell 


v(.|v;ng  two  hypothetical  investment 
piogriir/js  between  1926  and  1976.  The 
test  starts  by  putting  an  equal  dollar 

mount  in  each  New  York  Stock  Ex- 
1  liringe  stock  in  1926.  One  portfolio  is 
left  unattended.  In  the  other,  all  posi- 
tions are  reequalized  at  the  end  of  each 
year — the  better  performances  are  cut 
back,  the  weaker  ones  enlarged.  The 
$10,000  in  the  unattended  portfolio  ap- 
preciated to  S,S()0,000  by  the  end  of  1976. 
The  reequalized  portion,  to  $1  million. 
The  dog-buyers  outperformed  the  mar- 
ket two-for-one.  Scary  but  true. 

Here's  why  Grantham  believes  this 
works:  The  flow  of  capital  among  indus- 
tries is  fairly  efficient.  "All  other  things 
being  equal,  high-return  mdustries  draw 
in  the  money;  low-return  industries 
squeeze  the  capital,  and  the  people  won't 
put  another  penny  in  them  until  there  is 
a  shortage."  Fertilizers  arc  one  example 
of  a  high-return  industry  drawing  in  too 
much  capital.  Cement,  airlines  and  fire 
and  casualty  are  opposite  examples. 

No,  Grantham  doesn't  believe  that  the 
wretched  inherit  the  earth.  In  a  group  of 
high-growth  stocks,  he  says,  most  will 
continue  to  perform  well  in  their  returns 
over  a  period  of  time.  "Only  one  or  two 
will  really  crump."  But  they  will 
"crump"  enough  to  bring  the  average 
down.  Much  the  opposite  is  true  with 
the  doggy  stocks.  So,  when  estimating 
long-term  returns  on  equity  for  a  group  of 
stocks,  Grantham's  techniques  auto- 
matically trend  the  returns  of  the  high- 
growers  down  and  the  dogs  up. 

There  are  times — as  in  the  early  Seven- 
ties, when  the  Avons  and  Polaroids  kept 
soaring — when  dog-buyers  look  bad. 
"Your  performance  for  a  while  suffers, "  he 
says.  At  Batterymarch,  his  old  firm, 
Grantham  points  out,  "We  bought  smaller 
stocks  in  late  1972,  feeling  that  they  were 
cheap.  From  1972  to  1974  they  got 
cheaper,  and  overpriced  growth  stocks  got 
more  overpriced.  We  had  to  swim  against 
the  stream,  which  we  did."  In  1 973  Batter- 
ymarch badly  underperformed  the  Stan- 
dard (!k  Poor's  500.  But  between  1975  and 
1977  the  opposite  occurred.  Over  that 
five-year  period  Batterymarch  was  the 
winner  by  a  wide  margin. 

What  is  Grantham  buying  now?  From 
early  in  1977  he  began  cutting  back  on 
the  second-tier  stocks  like  Omark  Indus- 
tries and  Dover  Corp.,  which  had  served 
him  and  Batterymarch  so  well;  they 
were  getting  too  comfortable  to  own.  He 
began  switching  into  bigger,  duller 
stocks,  like  W.R.  Grace,  Travelers  Corp., 
Chase  Manhattan.  In  the  October  un- 
pleasantness, these  stocks  came  down 
less  than  the  second-tier  stocks. 

While  Grantham  now  likes  the  dull 
biggies,  more  normally  he  prefers  medi- 
um-size companies  with  nets  between 
$5  million  and  $40  miUion:  "Eighty  per- 
cent of  the  time  they  are  better  value 
because  80%  of  the  time  they  are  less 


comfortable  to  own,"  he  says. 

Grantham,  who  only  last  year  decided 
to  remain  in  the  U.S.,  first  got  involved 
with  stocks  in  the  go-go  days  of  1966.  "I 
took  whatever  garbled  advice  my  Har- 
vard Business  School  classmates  had  to 
give  me,  and  like  every  stock,  they  all 
doubled  within  six  months  and"  then  re- 
doubled. I  thought  this  was  too  good  to 
be  true."  Grantham  watched  with  horror 
and  fascination  as  he  and  his  classmates 
paid  the  price  for  their  shortsighted  over- 
confidence. 

Grantham  feels  that  as  more  and  more 
people  understand  that  ordinary  stock- 
picking  IS  a  losing  game,  the  big  money 
pools  will  opt  for  low-cost  indexing — 
buying  a  cross-section  of  the  market  and 
sitting  with  it,  holding  transaction  costs 
to  a  minimum.  "The  ignorance  of  cus- 
tomers is  rapidly  disappearing,"  he  says, 
"and  with  it  their  patience.  Why  pay  50 
cents  per  year  per  $100  for  average  or 
subaverage  performance  when  you  can 


get  average  performance  for  5  cents 
$100  in  an  index  fund?"  Bad  news,  ( 
for  the  conventional  big  money  mai 
ers  like  Morgan  Bank,  and  good  new 
Batterymarch  and  Wells  Fargo. 

He  suspects,  too,  that  volatility 
stocks — their  betas — will  moderate 
more  and  more  people  stay  with  tht) 
comfortables  through  temporary  adv 
ty.  Individual  stocks  will  move  moi 
tune  with  the  market  and  less  to  t 
own  individual  music.  That  will  n 
the  game  he  is  playing  even  harder.  1 
he  swears  he  will  not  allow  his  fir( 
handle  more  than  $200  million,  so 
he  can  operate  profitably  in  a  shrin 
segment  of  the  market. 

Meanwhile,  there  it  is,  folks:  Cut 
profits  and  let  your  losses  run.  If  yc 
got  the  guts  for  it  and  can  avoid  h 
swayed  by  market  letters  and  coc 
party  chatter,  Grantham  says,  you 
beat  the  market  that  way.  If  you  havi 
guts  for  it.  ■ 


Cement  magnate  James  Stewart  parlayed  ba 
rowed  moneys  into  a  fortune.  After  25  yea 
hes  still  leveraging  at  a  furious  pace. 

What  makes 
Jimmy  run? 


AKTKR  WoHi.i)  Wah  U  James  E. 
Stewart  spent  a  year  in  Holly- 
wood trying  to  make  it  as  a  song- 
writer. He  flopped,  but  the  furious  drive 
that  took  this  Minneapolis  boy  to  Holly- 
wood ended  up  by  making  him  one  of  the 
nation's  more  interesting  (if  little 
known)  businessmen.  In  a  moment  of  in- 
trospection, jim  Stewart  compares  him- 
self with  the  Sammy  of  Budd  Schulberg's 
famous  novel,  Wlnti  Makes  Sa»iinv  Rt4>f 
What  makcs.//wwr  run? 
In  just  25  years  Jim  Stewart  has  par- 
layed a  borrowed  $367,500  into  a  person- 
al fortune  that  includes  $30  million 
worth  of  stock,  a  $4-million  BAC-1  1  1  jet 
plane  and  a  home  in  a  posh  section  of 
Miami  Beach.  He  is  the  largest  stock- 
holder in  Bangor  Punta  Corp.,  a  $650 
million  (sales)  grab  bag  conglomerate 
which  owns  thriving  Piper  Aircraft.  More 
important,  he  is  chairman,  largest  stock- 
holder and,  since  March,  president  and 
chief  executive  officer  of  $1  billion  (sales) 
Lone  Star  Industries,  Inc.,  the  Western 
Hemisphere's  largest  cement  company. 
"He  must  have  kissed  Midas,"  says 


Jl 

one  admiring  Lone  Star  executive. 

"Hell,  he  owns  him!"  says  anotht 

But  he's  running  as  fast  as  ever. 

Husky,  broad-shouldered,  with  \ 
set,  blue  eyes  and  a  soft-spoken  mai 
Stewart,  56,  has  been  publicity 
throughout  his  career.  When  Fokbe 
cently  interviewed  him  at  Lone  S 
Greenwich,  Conn,  headquarters, 
made  sure  he  had  a  couple  of  knowli 
able  associates  around,  letting  thei 
their  share  of  the  talking,  then  suml 
up  or  adding  comments  to  theirs.  J 

Make  no  mistake:  Stewart  isl 
much  the  boss.  But  his  interview! 
resembles  his  business  style.  "lim'^ 
an  operating  man  at  all;  he's  a  finand 
says  one  longtime  Stewart-watchej 
he  was  just  left  to  run  things  by  hin 
he  would  fail.  But  he  has  the  fines] 
surround  himself  with  good  peo] 
areas  that  aren't  his  cup  of  tea." 

Since   taking  charge  of  Lone 
Stewart  has  unveiled  a  five-year  e> 
sion  program  that  will  cost  about 
million.  That's  a  staggering  amounti 
company  whose  total  shareholders'  \ 
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Working  to  foil  energy  shortages 
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"In  a  full  year's  operation 
of  the  10-Pack  fuel  toiler 
train  between  Ctiicago  and 
Los  Angeles,  we  expect  to 
save  almost  300,000 
gallons  of  fuel. " 

LARRY CENA 

President,  The  Atchison.  Topeka  and 
Santa  Fe  Railway 


Photo  shows  Mr.  Cena 
introducing  the  new  train  at 
Los  Angeles  during  September. 


Santa  Fe's  new  10-PACK  fuel  f oiler 

Energy  shortages  can  be  a  villain  for  freight  transportation.  It  takes  about  one  million 
gallons  of  fuel  a  day  to  keep  the  Santa  Fe  rolling,  which  is  why  we  work  constantly  on 
ideas  to  foil  the  problem  of  energy  shortages. 

We  are  not  content  with  tests  that  show  a  trailer  on  a  train  is  four  times  more 
efficient  from  an  energy  standpoint  than  a  truck  on  the  highway  Santa  Fe  strives  to  do 
even  better. 

A  better  idea  is  our  new  10-Pack  fuel  foiler  car.  A  train  of  these  cars  can  carry  100 
trailers  and  on  a  Chicago-Los  Angeles  round  trip,  this  train  saves  almost  6,000 
gallons  of  fuel  compared  to  conventional  rail  equipment. 

To  overcome  a  problem  it  takes  teamwork  and  new  ideas.  That's  how  we  strive 
to  overcome  the  energy  shortage  villain  to  make  sure  that  each  time  he  creates 
problems  for  Santa  Fe,  he  will  be  foiled  again . . .  and  again. 


The  10- Pack  rail  car,  designed  and  built  by  Santa  Fe,  consists  of  ten  articulated  units  each  capable  of  carrying 
40  or  45  foot  truck  trailer.  This  unique  car  is  designed  for  service  between  major  terminals  on  the  Santa  Fe  which  have 

special  Travelift  cranes  to  expedite  loading  and  unloading. 

For  a  folder  describing  the  10-PACK  fuel  foiler  call  your  Santa  Fe  Sales 
Office,  or  write  Dept.  333, 80  East  Jackson  Blvd.,  Chicago,  Illinois  60604 


A  Santa  Fe  Industries  ComfianY 


70  BRIGHTSPOTS I 
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\h rough  every  energy  shorta, 
nuclear  plants  have  kept  the  electricity  flowing. 

Since  1973,  America  has  faced  one  energy  problem  after  another  An  c 
embargo.  A  natural  gas  shortage.  Rising  oil  costs.  And  a  coal  strike. 

Yet,  time  after  time,  one  energy  source  has  been  there  when  Americ 
needed  it.  70  conventional  nuclear  power  plants  supply  America  with  mi  I  Hot 
of  kilowatt  hours  of  electricity  every  day 

Last  January  alone,  they  supplied  27  billion  kilowatt  hours  of  electricl 


\MERICAS  ENERGY  PICTURE. 


^ugh  to  save  over  38  million  barrels  of  oil  while  providing  reliable  electric 
wer  to  millions  of  homes. 

America  needs  a  balanced  energy  policy  One  that's  built  on  nuclear 
A/erand  coal  as  well  as  other  sources  of  energy 
itii  If  you  agree,  write  your  Congressman.  It's  one  way  we  can  all  help  make 
erica's  energy  picture  even  brighter 


Westinghouse 

A  POWERFUL  PART  OF  YOUR  LIFE 


ty  now  is  only  $297  million.  The  expan- 
sion plan  will  tie  Lone  Star's  corporate 
fortunes  even  more  closely  to  the  cement 
mdustry,  which  is  famous  for  its  cyclical 
ups  and  downs. 

Isn't  this  rather  rash  of  Stewart?  Not 
really.  He  has  hedged  his  personal  bets  by 
selling  off  his  own  considerable  Lone 
Star  holdings  to  Bangor  Punta  for  cash 
under  options  that  extend  through  1985. 
He  will  be  able  to  continue  to  control 
Lone  Star  because  of  his  big  stake  in 
Bangor  Punta,  but  he  denies  any  plans  to 
merge  the  two  companies. 

To  appreciate  fully  what  Stewart  is 
doing  at  Lone  Star,  one  must  first  trace 
his  convoluted  corporate  career.  For 
much  of  his  present  management  style 
reflects  what  he  learned  from  several 
business  mentors  who  have  helped  him 
throughout  his  career. 

After  being  discharged  from  the  U.S. 
Army  following  the  Second  World  War, 
Stewart,  who  never  hnished  college, 
tried  his  hand  at  Hollywood  for  a  year 
before  returning  to  Minneapolis  to  work 
for  his  father,  who  ran  the  G.M.  Stewart 
Lumber  Co.  The  younger  Stewart 
thought  his  dad  ovmed  the  company,  but 
a  few  days  after  his  father  died  in  1953, 
Stewart  learned  his  family  had  only  a 
49%  interest.  "I  buried  my  dad  on  a 
Friday  and  when  I  came  back  to  the 
office  on  Monday,  I  was  fired,"  Stewart 
recalls.  "It  was  a  heck  of  a  shock."  The 
majority  owners,  however,  gave  him  30 
days  to  raise  $367,500  to  buy  them  out. 
Stewart  had  no  idea  how  to  raise  the 
money.  Then  a  business  associate  told 
him  about  Chicago  financier  Walter  E. 
Heller.  Stewart  got  Heller's  number  from 
information  and  rang  him  up. 

"I  still  get  nervous  when  I  think  about 
that  call,"  Stewart  now  says.  "It  was 
about  12:30  and  everyone  else  must  have 
been  out  to  lunch  because  Heller  himself 
answered.  He  listened  to  my  story,  then 
told  me  to  get  on  a  plane  and  come  see 
him."  With  Heller's  backing,  Stewart 
was  able  to  put  together  the  financing  to 
buy  the  lumberyard.  "During  the  next 
eight  years  I  would  see  Heller  every  60  or 
90  days,  tell  him  how  I  was  coming 
along,  what  my  business  problems  were. 
He  did  everything  from  factoring  my  re- 
ceivables to  lending  me  money  on  inven- 
tory. He  taught  me  to  make  a  buck  go  a 
long  way."  Which  is  how  Stewart  be- 
came so  rich — by  practicing  the  fine  art 
of  leverage,  using  other  people's  money. 

In  1961  Stewart  saw  an  opportunity  to 
turn  a  fast  buck  by  purchasing  another 
Minneiapolis  lumber  hrm.  Central  Lum- 
ber Co.  He  couldn't  afford  the  $2.6  mil- 
lion price  tag  on  his  own,  but  with  the 
help  of  another  angel,  Chicago  financier 
Col.  Henry  Crown  (who  later  became  the 
largest  stockholder  of  General  Dynam- 
ics), he  bought  and  within  a  year  Uqui- 
dated  nearly  all  of  Central,  splitting  the 
profits  with  his  latest  patron. 


Starting  with  the  proceeds  from  that 
deal,  Stewart  spent  the  next  nine  years 
acquiring  several  hundred  lumberyards 
and  building  supply  stores  in  seven 
states — helping  in  some  cases  to  pay  for 
each  with  bank  credit  lines  acquired  as 
part  of  the  prior  purchase.  Says  Stewart 
of  his  furious  acquisition  pace:  "There 
was  a  book  written  about  it:  What  Makes 
Sam)ny  Riui'f'  Well,  Sammy  and  I  both 
were  running  hard."  He  also  had 
Crown's  continued  support.  "The  Colo- 
nel never  bugged  me.  He  knew  deals  and 
fortunately  never  took  very  long  to  make 
up  his  mind." 

Stewart  put  many  of  these  acquisitions 


lx>ne  Star  Chaimuui  jumui  ¥.  Steu  art 
Can  Midas  turn  cement  to  goUt? 

together  into  National  Building  Centers, 
Inc.  Then  he  bought  out  Crown's  inter- 
ests in  the  late  Sixties.  By  1970  privately 
owned  NBC  was  a  $71  million  (sales) 
company;  but  it  was  also  a  highly  lever- 
aged, unmanageable  hodgepodge. 

Clearly  it  was  time  to  sell  out.  And 
once  again  Stewart  had  an  influential 
partisan:  Nathan  Cummings,  the  honor- 
ary chairman  of  Consolidated  Foods 
Corp.  Cummings  introduced  Stewart  to 
Lazard  Freres'  super  dealmaker  Felix  Ro- 
hatyn.  Through  Lazard  he  was  able  to 
peddle  his  company  to  Lone  Star,  whose 
then-chairman,  John  R.  Kringel,  was 
anxious  to  make  acquisitions. 

That  deal  gave  Stewart  10%  of  Lone 
Star's  stock,  making  him  the  cement 
company's  largest  shareholder.  Two 
years  later  he  became  its  chairman;  Krin- 
gel was  still  CEO.  Came  the  building 
slump  of  1974-75  and  Lone  Star  was  in 
trouble.  The  cement  business  dropped 
off,  Kringel's  other  acquisitions  were 
turning  out  badly  and  Stewart's  old  com- 
pany was  just  barely  in  the  black. 

Far  from  pulling  in  his  horns,  Stewart 
went  on  the  offensive.  In  1975,  after 
Kringel  retired  because  of  poor  health,  he 


and  the  board  installed  Robert  W 
ton,  head  of  the  cement  and  construe 
materials  group,  as  top  operating  fa 
tive,  and  Stewart  took  a  stronger  ho 
the  policy  reins  himself. 

The  construction  boom  of  the  last 
years  bailed  Lone  Star  out. 

Now,  with  regional  cement  shon 
widespread.  Lone  Star's  prices  are 
ning  an  average  13%  ahead  of  1977 
porate  earnings  may  be  45%  to  50% 
last  year's  $30  million  on  $865  milli 
sales.  The  building  centers  group, 
accounts  for  over  40%  of  revenue 
making  record  profits;  and  Hutton 
unloaded  most  of  Lone  Star's  oft 
advised  forays  into  things  like  Cans 
mining,  Texas  real  estate,  an  experi 
tal  ore  process  and  the  rug  business 

Last  March  Lone  Star's  board  m 
Hutton,  who  was  recovering  from  a 
operation,  upstairs  to  vice  chairman 
Stewart  took  full  operating  contrc 
the  last  few  months  he  has  been 
back  and  forth  to  Paris  in  his  per 
jet,  nailing  down  a  joint  venture 
France's  giant  Lafarge  S.A.  that  will 
bine   the   companies'  Brazilian 
ations,  including  the  building  of 
$100  million  cement  plant.  Lone 
negotiating  to  buy  Keystone  Por 
Cement  Co.  of  Allentown,  Pa.  for 
million,  expanding  its  big  cement 
in  Santa  Cruz,  Calif,  at  a  cost  o 
million  and   recently  announcec 
building  of  a  new  plant  in  Texas  thai 
cost  another  $80  million  or  so.  An 
deal  made  earlier  this  year  brought 
Star  bankrupt  Maule  Industries,  Flo 
biggest  cement  producer  with  1.2  m 
tons  of  capacity.  In  all,  Stewart's  e 
sion  plans  could  add  as  much  as  3 
lion  tons  to  Lone  Star's  existing 
cement  capacity,  an  increase  of 
Stewart  will  pay  for  much  of  this 
time-honored  way:  leverage — othe 
pie's  money. 

Take  the  Maule  deal,  for  exampl 
gotiated  by  Hutton  but  vintage  Sts 
Lone  Star  put  up  $2  million  in  « 
capital  on  a  $54  million  deal.  First, 
Star  formed  a  joint  venture  with  Gt 
Electric  Credit  Corp.,  Maule's  1( 
creditor.  The  joint  venture  then 
rowed  $16.4  million  in  cash  from  C 
to  buy  Maule,  also  taking  on  $34  nj 
in  debts  that  included  $26  millio) 
viously  owed  to  GECC.  It  has  ten 
to  pay  off  the  entire  $43  milli 
GECC  and  the  deal  is  collateralized 
Maule's  assets,  worth  about  $1 
lion.  Lone  Star  predicts  the  Florida 
ation  will  make  about  $3.5  million 
tax  in  1979. 

Commenting  on  Lone  Star's 
spending  commitment  in  the  C( 
business,  Stewart  points  out  that  i 
all  for  expansion;  some  of  his  spe 
will  be  to  replace  obsolete  high-cc 
pacity.  "When  OPEC  boosted  the 
of  oil,"  says  Stewart,  "most  of  tb 
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"/'w  not  going  to  ask  who  collated  and  who  stapled^  but  page  43 
seems  to  be  someone)  letter  to  her  mother  in  Sarasota]' 


Collating  and  stapling  multipage  sets 
f  copies  can  tire  and  confuse  anyone.  Don't  do 
There's  a  better  way.  Let  the  Kodak  copier  han- 
le  it  all  in  one  continuous  operation.  Automati- 
ally.  Take  out  a  set  anytime,  even  while  the  job  is 
till  in  progress.  Impressed?  A  few  of  these  copiers 
round  your  offices  can  save  a  lot  of  time  and 
ouble. 

People  tell  us  the  quality  is  the  best 
ey've  ever  seen.  And  the  pricing  plans  recog- 
ize  your  particular  needs.  You  probably  can't 
et  a  better  deal.  We'd  like  to  demonstrate. 

rite:  A.  Angert,  Eastman  Kodak  Company, 
D8529,  Rochester,  NY  14650, 

Kodak  copiers  ore  fast.  They  also  reduce,  BMj 
collate,  staple,  and  do  ottierttiings  well. 


Kodak  Ektaprint  100AF  copier-duplicator. 


William  Bray,  managing  director  Europe,  tells  how  A&A  works  from  a  client  "s  point  of  view: 

"We  coordinate  multinational  risk  planning 
so  clients  have  uniformity  without  overspending!' 


"To  put  together  a  worldwide 
program  for  multinationals,  we 
must  first  understand  their  corpo- 
rate philosophy.  Our  international 
specialists  and  loss  control  people 
then  visit  all  of  the  major  client 
sites,  gathering  data  through  vari- 
ous risk  analysis  techniques.  After 
reviewing  and  analyzing  the  data, 
we  put  together  the  most  imagina- 
tive program  we  can  conceive  — 
one  that  matches  our  client  's 
philosophy  and  complies  with 
varying  local  tariffs  and  legislation. 
By  properly  coordinating  and 
planning  multinational  programs, 
vve  can  help  avoid  errors,  dupli- 


cations and  omissions  — thus  pro- 
viding uniformity  of  worldwide 
coverage  with  maximum  cost 
effectiveness.  We  have  skilled 
multilingual  personnel  in  36  coun- 
tries, assui  ing  the  same  level  of 
service  around  the  globe  that  we 
provide  in  the  United  States." 

Working  from  a  client  's  point 
of  view  is  our  way.  In  London, 
where  Bill  Bray  is  based.  And  in 
over  1 10  cities  here  and  overseas. 
That  means  working  as  allies, 
solving  business  problems  to- 
gether. Our  international  network 
does  the  painstaking  field  work 
that  enables  multinational  clients 


to  coordinate  their  far-flung  risk 
management  and  benefits  plan- 
ning into  a  cohesive,  more  cost- 
efficient  package. 

"  We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  brokerage  and 
financial  services  business.  We 
have  the  facilities,  expertise  and 
strength  to  act  as  effective  allies. 
We  work  from  the  client  's 
point  of  view. 
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or  small. 
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ent  industry  became  obsolete.  We 
paid  no  attention  to  fuel  economies, 
he  Germans,  Japanese,  English  and 
ch  had.  Now  we  have  to  make  those 
lencies,  too." 

It  is  it  worth  spending  that  kind  of 
cy  in  a  business  where  returns  have 
j;d  wildly  and  have  been,  on  average, 
1^  low?  Yes,  says  Stewart,  because  he 
a  great  future  ahead. 
'  hat  this  country  needs  is  not  a  good 
I  cigar  but  50,000  dams,"  he  says, 
iact,  we  need  everything:  dams, 
ige    treatment   plants,  aqueducts, 
ways.  One  atomic  energy  plant,  for- 
he  word,  requires  a  full  year's  pro- 
ion  of  a  medium-sized  cement  plant, 
one  or  two  of  those  projects  going, 
'ou  knock  a  lot  of  material  out  of  the 
et.  I  think  regional  shortages  in  the 
nt  business  will  go  on  for  at  least 
years." 


tn   OPEC    boosted  the 
of  oil,'  says  Stewart, 
of  the  U.S.  cement  indus- 
tecame  obsolete.  We  had 
no    attention    to  fuel 
liomies,  as  the  Germans, 
inese,       English  and 
had.  Now  we  have  to.'  " 


I  goes  as  he  plans.  Lone  Star's  prof- 

II  be  growing  10%  to  12%  a  year. 
;ould  mean  almost  doubling  1978's 
ated  $4  earnings  per  share  by  1984. 

there  is  a  prolonged  construction 
own  in  the  early  1980s,  Lone  Star 
be  in  for  some  lean  years  and  lever- 
ip  to  its  eyebrows.  Its  $175  million 
g-term  debt  already  is  nearly  60% 
reholders'  equity.  With  some  in- 
analysts  predicting  reduced  ce- 
consumption  and  an  end  to  short- 
n  many  areas  by  late  next  year, 
Star's  earnings  could  look  pretty 
er  the  next  few  years, 
t  might  frighten  Stewart  more 
it  not  for  his  stake  in  Bangor  Punta. 
n  1974  Stewart  became  the  largest 
iolder  in  Bangor  Punta  by  buying 
under  Nicolas  Salgo  and  his  sup- 
with  whom  Chairman  David  W. 
e  was  feuding.  Stewart  and  Wal- 
d  become  close  friends  while  serv- 
the  Lone  Star  board.  So  close  that 
;ars  later  Bangor  Punta  took  op- 
fa  buy  Stewart's  Lone  Star  shares 
.  1985.  By  the  end  of  last  month  it 
id  him  $9.4  million,  and  if  all  the 
i  are  finally  exercised  he  will  get  at 
0.5  million  more, 
at  this  stage  in  his  career,  is  Jim 
off  on  a  costly,  debt-creating 
f  expansion  again?  Think  again  of 
hulberg's  Sammy.  "What  makes 
is  success,"  says  an  associate, 
u  can't  achieve  his  kind  of  suc- 
thout  taking  big  risks.  ■ 
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...and 


I  hat  GM  dividend  reduction  may  be  a  harbin- 
ger: American  corporations,  GM  included, 
are  no  longer  swimming  in  cash. 

Corporate  cash— 
when  more  is  less 


Statistical  Spotlight 


PoTKNTiAL  BAD  NEWS  foi  Stock- 
holders: That  vast  pool  of  corpo- 
rate liquidity  which  financed  the 
wave  of  dividend  increases  over  the  past 
four  years  is  no  longer  growing.  Forbes 
surveyed  the  cash  positions  reported  by 
100  large  corporations  at  the  end  of 
1978's  third  quarter.  Combined,  they 
held  $38  billion  as  of  Sept.  30.  True,  this 
was  3%  ahead  of  the  same  date  last  year, 
but  remember  this:  Inflation  has  been 
running  at  7%  or  more.  On  a  purchasing 
power  basis,  therefore,  they  actually  suf- 
fered a  decline  in  liquidity. 

Meanwhile,  their  debt  was  rising 
about  20%  over  that  of  a  year  ago.  What 
this  shows  is  that  these  companies  were 
spending  cash  faster  than  they  were  tak- 
ing it  in  and  borrowing  to  stay  even.  All 
this  suggests  that  dividend  increases  will 
be  harder  to  come  by  next  year. 
Take  the  automotive  industry.  Cash 


was  being  disgorged  at  a  rapid  rate. 
Chrysler  and  Uniroyal — experiencing  di- 
sastrous years — had  to  cut  dividends  and 
moderate  spending  to  conserve  their 
dwindling  cash.  Even  General  Motors, 
on  its  way  to  a  record  earnings  year, 
decided  it  wouldn't  pay  as  big  a  year-end 
extra  dividend  as  it  paid  last  year.  GM 
saved  some  $200  million  and  kept  its 
cash  balance,  which  was  down  from  $2.9 
to  $2.3  billion,  from  plunging  even  more. 

Among  the  automakers,  only  Ford 
hiked  its  cash — by  26% — and  still  found 
its  ratio  of  cash  to  current  liabilities  was 
virtually  unchanged  from  a  year  ago. 

Most  other  companies  were  down. 
Even  rich  IBM  lopped  off  $1.4  billion, 
though  with  $3.8  billion,  it's  not  poor. 
Forbes  found  that  close  to  60%  of  the 
100  companies  surveyed  showed  declin- 
ing cash  to  current  liability  ratios.  Those 
findings  of  declming  liquidity  are  con- 
firmed by  much  broader  FTC  surveys  for 
manufacturing  companies.  Since  the  end 
of  1976,  liquidity  has  been  dechning 
from  a  recovery  peak  of  33%  of  cash-to- 


current  liabilities  for  manufacttl 
companies  to  26%  in  June  1978.  \l 
final  results  are  in  for  1978,  cash  (I 
fall  to  25%,  above  the  23%  level  fcl 
third  quarter  of  1974  but  still  worrigj 

The  news  is  far  from  bleak  for 
industries,  however.  There  have 
some  hefty  increases  in  cash  by  thi 
lines,  chemical  companies  and  rrl 
companies.  Result:  Du  Pont  reel 
paid  a  year-end  dividend  of  $2.2,S.I 
cash  bind  a  few  years  ago,  airlinti| 
now  swimming  in  cash.  Look  at 
TWA  and  Eastern.  Cash  per  shal 
close  to  the  market  price  of  a  sha  [ 
effect,  an  investor  is  acquiring  their  I 
jet  fleets  for  next  to  nothing.  Th<[ 
lines,  however,  need  most  of  the  ca:l 
the  big  jet  purchases  they'll  be  makij 
the  years  ahead. 

Steel  companies  were  also  in  pi 
nancial  shape  18  months  ago  and  sel 
had  to  slash  dividends.  BethlehemI 
has  $377  million  in  cash,  an  incre)| 
over  100%  from  a  year  ago. 

Fortunately  the  majority  of  the  ccl 
nies  surveyed  (of  which  77  are  sho][ 
the  accompanying  table)  show  lo\ 
ventory-to-current  asset  ratios  tt 
year  ago.  Back  in  1973-74  many  ccl 
nies  were  hoarding  inventories  tcl 
rising  prices.  When  the  recessioil 
tight  money  hit,  many  were  caugh  j 

By  and  large  American  industry 
in  good  financial  shape.  But  the  c\ 
liquidity  situation  won't  permit 
dividend  increases — especially  if  [ 
ings  decline  next  year.  ■ 


Third-quarter  corporate  cash  scoreboard 


Cash  modestly  up — but  debt  up  sharply 


e 

Company  | 

Cash  and 

quivalents 

millions) 

% 

Increase 
from 

previous 
year 

Cash  as  %  of 
current  liabilities 
1978  1977 

Inventories 
as  %  of 
current 
assets 

Cash 
per 
snare 

Recent 
price 

Book 
value 

 1 

Del 
equi 
rat 

AIRLINES 

American  Airlines 

$  560.1 

31 

75 

74 

9 

$19.53 

12'/2 

$24.48 

1.: 

Eastern  Air  Lines 

137.3 

107 

28 

15 

18 

6.86 

8y8 

17.04 

M 

Pan  Am  World  Airways 

205.7 

30 

38 

36 

11 

2.91 

6y4 

9.12 

1. 

Trans  World  Airlines 

235.6 

61 

35 

23 

17 

14.81 

16 

26.14 

I.I 

UAL 

628.2 

1 

70 

74 

12 

24.47 

28y4 

45.00 

AUTOMOTIVE 

Caterpillar  Tractor 

236.8 

-13 

20 

28 

54 

2.74 

55% 

30.56 

Champion  Spark  Plug 

36.8 

-41 

34' 

70 

57 

0.97 

10 

9.65 

^1 

Chrysler 

334.0 

-22 

12 

15 

57 

5.33 

9% 

42.09 

Ford  Motor 

1,934.0 

26 

22 

21 

45 

16.13 

40 '/8 

79.30 

General  Motors 

2,299.5 

-20 

22 

32 

42 

7.99 

55 '/8 

59.01 

General  Tire  &  Rubber 

97.1 

-13 

31 

39 

40 

4:28 

22% 

40.81 

B.F.  Goodrich 

123.0 

-13 

32 

40 

43 

7.49 

17% 

50.48 

Goodyear  Tire  &.  Rubber 

88.5 

9 

6 

6 

50 

1.24 

15% 

28.80 

Uniroyal 

17.1 

-36 

3 

5 

55 

0.64 

6 

21.43 

CHEMICALS 

Celanese 

195.0 

34 

42 

35 

32 

13.82 

403/8 

55.21 

Dow  Chemical 

629.8 

169 

30 

14 

30 

3.45 

25V4 

18.28 

E.I.  du  Pont 

415.1 

101 

28 

16 

41 

8.64 

120 

93.06 

Freeport  Minerals 

48.1 

-37 

107 

139 

41 

3.44 

23% 

24.76 

W.R.  Grace 

221.5 

185 

29 

1 1 

44 

5.76 

29y8 

34.14 

Monsanto 

413.6 

35 

51 

49 

34 

11.42 

49 

70.68 

i 

Union  Carbide 

314.3 

9 

19 

21 

47 

4.83 

34y8 

54.72 

!0i| 
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FORBES,  DECEMBER 


% 

Increase 


Inventories 


Cash  and 

from 

Cash  as  % 

of 

as  %  of 

Cash 

Debt/ 

equivalents 

previous 

current  liabilities 

current 

per 

Recent 

Book 

equity 

ompany 

(millions) 

year 

1978 

1977 

assets 

snare 

price 

value 

ratio 

OMMUNICATONS  &  ENTERTAINMENT 



merican  Broadcasting 

$  199.1 

12 

86 

81 

31 

$  7.26 

34% 

$21.51 

.33 

BS 

40.3 

-80 

7 

43 

38 

1.45 

515/8 

32.26 

.11 

un  &.  Bradstreet 

157.8 

28 

118 

132 

3 

5.65 

32 '/4 

10.29 

.00 

iOw  lones 

35.0 

-23 

39 

63 

10 

2.27 

31% 

9.63 

.06 

istman  Kodak 

1,057.8 

62 

CT 

D  1 

33 

6.55 

57'/4 

29.01 

.04 

CA 

186.2 

18 

66 

73 

36 

8.02 

3  7 'A 

26.34 

.11 

1  me  Inc. 

64.4 

-54 

29 

88 

28 

3.13 

38 'A 

28.57 

.20 

bNSUMERS  PRODUCTS 

Liheuser-Busch 

224.9 

44 

89 

73 

29 

4.98 

23% 

16.52 

.57 

l  atrice  Foods 

214.1 

26 

24 

25 

47 

2.24 

22^/4 

15.64 

.29 

[irt  Industries 

265.4 

39 

83 

74 

29 

11.44 

35 

32.95 

.27 

pneral  Foods 

225.6 

133 

29 

11 

48 

4.52 

30y8 

24.84 

.21 

LeCTRONICS/ELECTRICAL  equipment  &  DEFENSE 

l;neral  Electric 

2,048.1 

21 

34 

33 

34 

8.99 

47% 

27.87 

.16 

irris  Corp 

90.3 

-20 

28 

47 

38 

3.59 

2914 

1 1.55 

.33 

;wlett-Packard  (7| 

174.3 

17 

49 

57 

39 

6.03 

78 

32.53 

.01 

;Graw-Edison 

54.5 

-32 

48 

67 

42 

3.31 

24  Vi 

28.43 

.1 1 

Dtorola 

162.5 

61 

34 

30 

38 

5.33 

393/4 

28.09 

.23 

ytheon 

832.1 

4 

69 

73 

19 

26.73 

43  Vi 

22.90 

.11 

jctronix  (8) 

48.7 

-4A 

49 

122 

49 

2.71 

41'/2 

19.07 

.12 

edyne 

201.8 

-4 

65 

65 

25 

15.66 

86 

62.50 

.34 

cas  Instruments 

99.9 

-52 

18 

51 

34 

4.38 

77 

35.81 

.03 

ited  Technologies 

380.0 

-26 

30 

50 

43 

9.28 

365/8 

33.38 

.16 

stinghouse  Electric 

671.1 

5 

23 

26 

24 

7.76 

16'/2 

27.60 

.16 

REST  PRODUCTS 

se  Cascade 

36.6 

-69 

10 

31 

52 

1.35 

24y4 

38. 16 

.42 

»wn  Zellerbach 

126.7 

-11 

42 

44 

46 

5.06 

30 

36.84 

54 

;rnational  Paper 

182.9 

-31 

34 

54 

36 

3.87 

395/8 

43.99 

.46 

iberly-Clark 

45.1 

6 

14 

15 

52 

1.93 

44 

41.06 

.28 

ad 

88.1 

114 

26 

13 

37 

4.03 

25 '/2 

26.18t 

.66 

legis  Paper 

293.7 

28 

108 

128 

31 

9.30 

29% 

34.42 

.45 

ion  Camp 

80.5 

-17 

56 

91 

34 

3.32 

45% 

31.46 

.30 

itvaco  (7) 

92.7 

44 

99 

35 

5.49 

23% 

29.10 

.51 

yerhaeuser 

186.9 

-27 

36 

55 

40 

1.51 

255/« 

16.59 

.60 

(VLTH  CARE  &  PERSONAL  PRODUCTS 

er  Hospital  Supply 

54.0 

51 

23 

22 

49 

1.36 

27y8 

15.75 

.35 

n  Products 

213.2 

-11 

58 

84 

42 

3.67 

5IV4 

11.60 

.01 

tol-Myers 

263.9 

-2 

53 

58 

32 

4.05 

30% 

14.71 

.09 

:ter  &.  Gamble 

748.3 

-3 

65 

83 

38 

9.05 

825/8 

36.54 

.20 

,hn 

82.4 

66 

33 

28 

35 

2.78 

435/8 

21.02 

.34 

TALS 

>a 

126.3 

167 

20 

9 

47 

3.61 

44% 

56.07 

.56 

iCO 

58.1 

233 

10 

3 

46 

1.30 

18% 

33.36 

.32 

ilehem  Steel 

377.0 

131 

37 

16 

36 

8.63 

19% 

52.60 

.46 

er  Aluminum 

44.1 

245 

7 

2 

43 

1.10 

16'/8 

23.52 

.78 

'mont  Mining 

86.6 

82 

63 

38 

50 

3.47 

19% 

23.15 

.53 

lolds  Metals 

124.0 

207 

25 

11 

57 

6.61 

29% 

52.39 

.88 

Steel 

798.5 

17 

41 

37 

9.36 

22% 

61.15 

.43 

'ICE  EQUIPMENT/COMPUTERS 

oughs 

68.3 

-27 

10 

15 

43 

1.67 

70% 

44.05 

.11 

■eywell 

246.4 

-6 

36 

45 

39 

11.29 

615/8 

61.72 

.24 

3,839.3 

-27 

74 

118 

13 

26.34 

260 

91.97 

.02 

295.2 

-2 

36 

43 

37 

11.16 

57 

46.06 

.30 

y  Rand 

223.7 

272 

18 

6 

49 

6.38 

405/8 

43.29 

.34 

X 

695.7 

-6 

52 

69 

24 

8.63 

51% 

33.23 

.34 

inental  Oil 

800.9 

10 

47 

48 

23 

7.46 

27% 

28.12 

.49 

n 

4,115.0 

-2 

38 

41 

29 

9.24 

485/8 

45.45 

.18 

.'  Oil 

501.1 

2 

64 

67 

19 

6.10 

36 

34.81 

.06 

Oil 

1,044.0 

-12 

24 

31 

28 

5.35 

24 

38.96 

.19 

1 

1,467.5 

26 

20 

16 

43 

13.85 

66 

82.22 

.36 

Oil 

369.6 

-8 

20 

25 

27 

2.45 

32 

39.02 

.27 

;  lard  Oil  Calif 

1,388.8 

18 

30 

28 

17 

8.14 

44 

46.76 

.18 

j  Number  in  parenthesis  indicates  balance  sheet  month  other  than  September. 
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America  has  g  ot  to  come  up  with  twice  as  much  energy 
in  the  next  two  decades  to  keep  our  productivity  growing. 

Here's  how  First  Chicago  is  backing  the  push  to  produce  it. 


America's  standard  of  living 
depends  on  America's  productivity. 
And  a  vital  ingredient  in  the  growth 
of  our  productivity  has  always  been 
the  easy  availability  of  energy. 

But  energy  isn't  easy  to  come 
by  any  more.  And  some  say,  to  con- 
serve it,  we  should  put  our  produc- 
tivity on  "hold." 

First  Chicago  believes  we 
can't  afford  to  let  this  happen. 
Here's  why: 

Why  our  productivity 
has  to  keep  growing. 

The  basic  genius  of  this  coun- 
try is  the  promise  that  aU  individ- 
uals can  move  up  through  the  social 
structure  as  fast  and  as  far  as  their 
ambition  and  ability  will  take  them. 

The  only  way  to  keep  that 
promise  alive  for  our  still-expand- 
ing work  force  is  to  increase  the 
growth  rate  of  our  productivity.  That 
means  we'll  need  more  energy  than 
we're  using  now.  Up  to  twice  as 
much  by  the  year  2000! 

Conservation  can  provide 


some  of  it.  By  eliminating  waste, 
we  can  free-up  perhaps  20%  of  the 
energy  we  need  for  productive 
purposes.  Too  little. 

New  sources,  such  as  solar, 
shale  oil,  coal  liquefaction  or  gas- 
ification and  nuclear  fusion  could 
help  by  the  end  of  the  centuiy. 
Too  late. 

First  Chicago  believes  America 
can't  wait.  We've  got  to  produce 
more  of  the  oil,  gas,  coal  and 
nuclear  energy  we're  geared-up  to 
use  now.  And  we  believe  that 
private  industry  can  do  the  job  if  it 
gets  the  proper  incentives 
-and  financing.  That's  where 
we  come  in. 

Long  before  it  was 
fashionable  to  have  an 
energy  department, 
ours  was  meeting  the 


Richard  B.  Stebbins  (left),  Vice 
President  and  head  of  First  Chicago's 
Energy  Group,  worked  full  time  for 
two  years  to  help  complete  this 
country's  largest  grass  roots  oil  refinery 
ahead  of  schedule  and  under  budget. 


special  financial  needs  of  the  im  k 
dustry.  We  were  the  money  cent 
bank  that  developed  and  pione 
ed  oil  production  payment  finai 
ing.  Today  it's  the  standard  of  th 
industry.  The  First  was  a  lead 
bank  in  financing  the  world's  fir|ict 
commercial  nuclear  plant.  And 
from  the  beginning  of  the  enen 


shortage, 


we've  been  putting 
our  special  exper 
tise  to  work  to  he 


)iirl 


ndl 
pale 
vea 


use 
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i  energy  industry  solve  it. 
Here  are  some  of  the  ways: 

Big  money 
for  a  big  idea. 

In  the  early,  seventies,  two 
!  ependent  oil  companies  (one  a 

\  ear  customer]  came  to  First 
.  cago  with  a  big  idea  and  a  big 
I  incial  need. 

)  The  idea:  Build  the  largest 
ss  roots  refinery  ever  con- 
ictedinthe  U.  S. 
The  need:  $250  million. 
The  idea  was  unorthodox  be- 
se  the  refinery  was  designed 
arily  for  fuel  oil,  historically  a 
-priced,  low-demand  product, 
to  us  it  made  sense  because 

ew  that  America  would  soon 
d  all  the  fuel  it  could  get. 
So  we  assigned  a  member 
ur  Energy  Group  to  work  full 
J  on  the  project.  First,  he 
id  13  other  banks  to  par- 
ate  in  the  loan.  Then,  for 
years,  he  helped  man- 
nent  with  everything 
setting  up  construction 
racts  to  negotiating  crude 
3ly  and  international  trans- 
ation  agreements. 
As  a  result,  the  refinery  came 
ream-under  budget  and 
id  of  schedule-in  October, 


1976.  And  that  winter,  when  record 
cold  almost  exhausted  natural  gas 
supplies,  America  had  an  addi- 
tional 150,000  barrels  of  fuel  oil  a 
day  to  heat  homes  and  schools  and 
help  keep  offices  and  factories 
producing. 

A  financial 
stand-by  system. 

The  financial  hazards  of  a  nu- 
clear building  program  can  make 
even  a  big  utility  nervous.  If  you're 
medium  size,  they  can  give  you 
nightmares.  Here's  how  we  helped 
one  of  our  relationship  customers 
come  through  unscathed. 

This  utility,  serving  200,000 
customers  in  the  Midwest,  was 
building  a  500,000  KW  nuclear 
generating  plant  that  would  double 
the  size  of  the  company.  And  they 
were  worried.  With  so  much  of  their 
assets  tied  up  in  construction,  what 
would  happen  to  their  credit  rating 
if  something  went  wrong  before 
completion? 

Our  solution  was  a  long  term 
Revolving  Credit  they  could  use  as 
needed. 

Sure  enough,  in  the  credit 
crunch  of  1974,  the  utility  suffered 
an  earnings  drop.  But  because 
we  stood  by  them,  constmction 
continued  without  intermption. 
And  their  outstanding  bonds  didn't 
get  battered  as  they  might  have. 

Now  the  new  nuclear  facility  is 
providing  improved  earnings  for 
the  company,  and  their  customers 
benefit  fi-om  substantially  reduced 
fuel  costs. 

Epilogue:  First  Chicago  also 
provided  an  initial  $15  million 
Letter  of  Credit/ Revolving  Credit 
to  begin  financing  the  plant's 
nuclear  fuel  requirements. 


CarlF.  Hoover,  Vice  President  and 
head  of  our  Utility  Group,  with 
scale  model  of  world's  first 
commercial  nuclear 

generating  plant  which 
First  Chicago  helped 
ij^  finance. 


Regional  expertise. 

When  a  Houston-based  com- 
pany providing  seismic  services 
and  oil  tools  needed  financing  for 
an  expansion  program,  other 
banks-including  a  big  New  York 
bank-said  no.  Our  Houston  office 
recognized  the  potential  and  said 
yes.  Today  First  Chicago  is  financing 
the  company's  export  operations 
all  over  the  world,  including  Russia. 

An  independent  California  oil 
refiner,  hidebound  by  a  secured 
loan  agreement  the  company  had 
outgrown,  found  relief  through  our 
sophisticated  knowledge  of  the 
problems  unique  to  the  West  Coast 
energy  market.  Ken  Peak,  one  of 
our  energy  experts  now  based  in 
Los  Angeles,  put  together  an  un- 
secured Revolving  Credit  that  will 
enable  the  company  to  refinance 
and  retool  to  meet  the  require- 
ments of  future  growth. 

Wherever  you  are,  whatever 
part  of  the  energy  business  you're 
in.  First  Chicago  is  in  business  to 
help.  Because  America  has  to  have 
more  energy  And  we're  actively- 
aggressively-hacking  the  push  to 
produce  it. 

Our  Energy  Group  is  in  place 
and  operating.  They  have  the  ex- 
perience, the  expertise,  the  capital 
and  the  full  range  of  services  it  takes 
to  solve  any  financial  problem.  And 
we  have  70  installations  worldwide. 
To  put  any  or  all  of  them  to  work  for 
you,  write  or  call  Richard  B.  Stebbins, 
Vice  President,  The  First  National 
Bank  of  Chicago,  One  First  National 
Plaza,  60670.  (312)  732-6814. 

Productivity  banking 
in  35  countries. 

North  America:  Mexico  City;  Toronto.  Europe: 
Athens;  Cardiff;  Amsterdam;  Edinburgh;  Bristol; 
Geneva;  Channel  Islands;  Brussels;  Dublin;  Diis- 
seldorf;  Antwerp;  Frankfurt;  Madrid;  Leicester; 
London;  Milan;  Munich;  Rotterdam;  Paris; 
Piraeus;  Rome;  Stockholm;  Warsaw;  Zurich. 
Middle  East:  Abu  Dhabi;  Beirut;  Cairo;  Dubai; 
Sharjah;  Tehran.  Africa:  Lagos;  Nairobi;.  Latin 
America:  Sao  Paulo;  Panama  City;  Caracas; 
Guatemala  City;  Bogota.  Caribbean:  Port-au- 
Prince;  Kingston.  Asia:  Jackarta;  Singapore; 
Seoul;  Hong  Kong;  Tokyo.  Pacific:  Manila; 
Melbourne;  Sydney.  Member  F.  D.  L  C. 
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tor  $17,000  cash  and  a  lot  of  sweat,  this 
young  Wall  Streeter  got  himself  control  of  a 
$100  million  carpet  business. 


Bill  Whitman's 
no-lose  deal 


WILLIAM  F.  Whitman  Jr.  looks  out 
of  place  surrounded  by  squares 
of  bright  orange,  pea  green,  gold 
carpet.  The  garish  colors  in  that  carpet 
showroom  on  Manhattan's  Third  Ave- 
nue contrast  vividly  with  Whitman's  de- 
liberately colorless  Wall  Street  demean- 
or: gray  pinstripe,  carefully  brushed  hair, 
soft  voice,  seemingly  unflappable,  all  the 
financial  facts  and  figures  at  his  38-year- 
old  fingertips. 

Although  he  has  spent  his  entire  work- 
ing career  in  Wall  Street  (after  graduating 
from  Williams  College  and  Harvard  Busi- 
ness School),  Whitman  is  now  the  presi- 
dent and  chairman  of  the  $100  million  a 
year  carpet  company  TMC  Industries, 
Ltd.  He's  drawing  $12,5,000  a  year  work- 
ing part  time.  He's  got  a  shot  at  turnmg  a 


$17,000  investment  into  many  millions 
of  dollars. 

What's  an  investment  banker  doing 
selling  carpets? 

The  purchase  of  this  carpet  company 
is  what  is  called  a  "leveraged  buyout" 
(FoHBEs,  July  24).  What  this  means,  in 
effect,  is  that  someone  wanted  to  get  rid 
of  a  carpet  division  but  couldn't  find  a 
cash  buyer  and  so  decided  to  take  a  lot  of 
paper  back  for  the  deal. 

Here's  the  story.  Read  it  and  weep 
tears  of  envy. 

It  is  1976.  Whitman  is  running  a  small 
investment  banking  operation  for 
Mitchell  Hutchins,  Inc.,  a  smallish  insti- 
tutional research  firm.  He  knows  that 
Champion  International  Corp.,  the  $3 
billion  paper  ct)mpany,  wants  to  get  rid 


of  Trend,  its  carpet  division,  which 
lost  money  in  1974  and  didn't  \ 
much  in  good  years.  "It  wasn't  ej^ 
considered  a  plum,"  Whitman  says  j 
dry  way.  Nobody  wanted  it.  No! 
there.  Meanwhile,  Mitchell  Huti 
was  about  to  be  swallowed  up  by  E 
Webber,  lackson  &.  Curtis,  Inc.,  a  li 
more  diversified  firm;  how  safe  wa 
own  job? 

What  the  hell?  Whitman  decided 
to  buy  Trend  himself. 

The  first  thing  he  needed  was  a  pj 
company — particularly  one  with  i 
shelter  for  Trend's  recovering  earn 
From  painful  experience  (he  had  o 
stock  in  it)  Whitman  knew  a 
which  had  liquidated  most  of  its  pD 
ty  and  its  debts  and  was  sitting  w 
$13  million  tax-loss  carryforward.  E; 
for  the  tax  loss,  the  REIT,  TMC  ll 
gage  Investors,  was  no  beauty.  It  l 
negative  net  worth.  Its  800,000  si 
were  selling  at  12  cents  each. 

Whitman  persuaded  TMC  to  cH 
its  status  from  a  REIT  to  a  corpor 
called  TMC  Industries,  Ltd.  and,  fq 
services,  to  sell  him  300,000  new  slj 
25%  of  the  company,  for  25  eel 
share;  $15,000  down,  $15,000  plus  j 
est  a  year  for  four  more  years.  I 

Now,  he  arranged  for  TMC  to  aq 
Trend.  With  iiixii'^  That's  what  in 
ment  bankers  are  for.  The  price  wai 
million,  not  bad  for  a  company  w 


TMC  I)uliisirn's  (iHumiaii  caul  Presulciii  \\  illuiDi  I'  \\  imnum  n 

How  to  turn  a  Puerto  Rican  REIT  into  a  Georgia  carpet  company. 
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modern  plant  and  $64  million  in  net  as- 
sets. Even  so,  Champion  was  so  anxious 
to  get  out  of  the  carpet  business  with 
nothing  more  than  a  $10  million  writeoff 
that  it  agreed  to  take  back  some  paper  on 
the  deal — $16  million  in  notes  and  $8 
million  in  preferred  stock. 

Still  $30  million  to  go. 

Next,   Equitable  Life  Insurance  Co. 


"Champion  was  so  awixious  to 
get  out  of  the  carpet  business  it 
took  $24  million  in  paper." 


went  for  $12  million  at  9Vi%  on  a  15- 
year  mortgage  secured  by  buildings  and 
land.  Aetna  Life  <!k  Casualty  Co.  put  up 
$4  million  more  secured  by  machinery 
and  equipment,  for  5%  over  prime — or  a 
nice  round  16%,  maybe  more  later. 

Still  with  us?  Now  the  only  thing  left  is 
$14  million.  Chemical  Bank  came 
through  with  a  revolving  credit  based  on 
accounts  receivable.  Theoretically  this  is 
a  line  of  credit  which  can  go  up  to  $14 
million  so  long  as  that  is  not  greater  than 
80%  of  receivables.  (Since  last  March, 
TMC  has  reduced  the  loan  from  $14  mil- 
lion to  $10  million.)  The  interest  on  this 
revolving  credit  is  3%%  over  prime,  or 
currently  about  $1.4  million  annually  at 
recent  rates. 

Where  does  that  leave  TMC?  Not  pre- 
cisely on  Easy  Street.  Interest,  preferred 
dividends  and  amortization  over  the 
next  four  years  will  be  over  $7  million  a 
year.  (It  gets  rougher  after  that,  but  if  he 
can  get  through  the  next  four  years  Whit- 
man should  be  able  to  renegotiate  or  refi- 
nance the  remaining  debt.) 

In  its  best  year,  1973,  Trend  earned 
only  $5.5  million  and  threw  off  over  $2 
million  in  depreciation,  but  that  was  an 
exceptional  year.  There  were  years,  too, 
when  earnings  were  insignificant.  How- 
ever, Whitman  has  his  fingers  crossed. 
The  carpet  division  of  TMC  has  for  an 
operating  boss  Alfred  S.  Gussin,  a  long- 
time Champion  home  furnishings  execu- 
tive who  has  been  turning  Trend  around. 
This  year,  a  boom  year  to  be  sure,  the 
carpet  business  ought  to  cover  all  the 
cash  requirements  and  still  have  some 
$1.5  million  to  bank  against  future  finan- 
cial adversity. 

The  fact  remains  that  TMC  is  number 
ten  in  a  highly  fragmented,  savagely 
competitive  industry — an  industry  that 
is  low-margined  and  plagued  with  over- 
capacity. Says  lack  Salzman,  vice  presi- 
dent of  Smith  Barney  Harris  Upham  & 
Co.:  "In  the  last  recession  carpet  yardage 
was  down  and  we  are  forecasting  a  mate- 
rial slowdown  in  the  business  next  year. 
That  will  affect  everyone's  margins.  If 
Trend  can  get  its  act  together  and  stay  in 
the  top  ten  by  the  1980s,  then  the  struc- 
ture of  the  carpet  industry  should  be 
more  beneficial  to  those  left  in  it." 


i04 


That's  the  dark  side.  Here's  the  bright 
side.  Say  TMC's  sales  were  to  grow  10% 
annually  over  the  next  few  years;  by 
1983  they  would  be  over  $175  million. 
And  if  margins  were  to  improve  from  the 
current  1%  to,  say,  2.5% — still  well  be- 
low what  the  best  companies  in  the  busi- 
ness earn — aftertax  earnings  could  be 
over  $4  million,  or  some  $2.50  a  share. 
Assuming  that  the  stock  were  worth  at 
least  five  times  that,  Whitman's  piece  of 
the  action  (by  that  time  options  may 
have  given  him  650,000  shares)  would  be 
close  to  $9  million.  If  he  does  even  half 
that  well,  he  would  be  well  satisfied. 

Whitman  exudes  calm  confidence. 
"Trend  has  increased  its  market  share 
from  2.7%  to  3. 1  %  in  the  last  six  months, 
and  its  sales  growth  has  been  ahead  of  the 
industry,"  he  says.  "It  has  the  two  things  I 
think  are  the  most  critical — good  man- 
agement and  new  plant  and  equipment 
which  is  the  best  in  the  business." 


Even  a  bad  year  might  not  provq 
There  is  always  the  chance  that  th(] 
ers  could  be  persuaded  to  stretcli 
ments  in  a  bad  year — lenders  don't 
like  closing  down  plants  and  thn 
people  out  of  work,  and  Chai 
doesn't  want  the  business  back  if 
help  It. 

Whitman's  conditional  option  t 
another  350,000  shares  for  $87,50 
give  him  43%  of  the  company. 
Cisco  Pujol,  whose  almost  ban 
REIT  contributed  the  tax  sheltc; 
20,000  shares  of  the  stock  a 
$60,000  a  year  consulting  contra 
liquidating  what  remains  of  1 
Puerto  Rican  properties.  Villa  Tai 
condominium  complex. 

By  the  way,  Bill  Whitman  is  still 
ing  at  Paine  Webber.  He  didn't  Id 
job,  after  all.  What  investment  ba 
firm  would  let  a  man  go  who  ca 
together  a  no-lose  deal  like  this  on 


Murphy  Oil  will  double  earnings  two  ye 
from  now  because  of  a  bonanza.  But 
strength  is  more  than  sudden  riches. 

Sometimes  you 
win 


THK,  HEAD  OFFicK  of  what  is,  by  one 
way  of  figuring,  the  nation's  high- 
est-priced oil  company  is  located 
in  the  southern  Arkansas  town  of  El  Dor- 
ado (pop.  23,000),  some  15  miles  from 
the  Louisiana  border  and  75  miles  east  of 
Texarkana.  Murphy  Oil  Corp.  has  some 
4,000  employees  and  5,000  shareholders. 
It  also  has  a  stock  price  that  is  90%  of  its 
asset  value — this  in  an  industry  where 
the  giants  sell  at  50%  or  less  of  asset 
value  (on  the  estimates  of  the  John  S. 
Herold  Inc.  consulting  firm). 

There  is  no  real  mystery  behind  Mur- 
phy's relatively  high  price — $47.50  a 
share  recently.  It's  simply  that  the  $1.1 
billion  (revenues)  company  should  more 
than  double  its  earnings  in  1981,  from 
last  year's  $3.79  a  share  or  this  year's 
estimated  $3.35.  Chairman  Charles  H. 
Murphy  Ir.  has  already  told  shareholders 
just  how  much  the  company  expects  to 
earn  from  its  10.6%  interest  in  the  Nin- 
ian  oil  field  in  the  British  North  Sea 
when  production  really  hits  its  stride 
around  mid- 1980. 

"During  the  years  of  peak  production, 
now  estimated  at  around  360,000  barrels 
a  day,  this  works  out  to  about  a  $48 


million  contribution  to  Murphy' 
solidated  earnings,  or  $3.88  a  sharf 
relaxed,  eloquent  Murphy  told  shai 
ers  gathered  in  El  Dorado's  South  i 
sas  Arts  Center — a  converted  m 
guard  armory — last  May. 

Peak  production  will  contini 
three  years,  but  over  the  life  of  thi 
Murphy  sees  Ninian  contributing  S 
share  per  year  to  his  company 
more  if,  as  he  expects,  new  techi 
are  able  to  wring  more  production  j 
presently  scheduled  from  Ninianl 
oil  reservoir. 

Of  course,  just  because  future  eaj 
are  so  well  known  the  stock  marls 
already  discounted  them.  Murph^ 
might  say,  sells  at  seven  timesi 
earnings.  But  a  closer  look  at 
Oil,  founded  by  Charles  Murphy 
timber  and  sawmill  operation  i: 
reveals  a  more  than  one-bonzana 

Regional  companies  don't  simpll 
ture  out  of  the  backwoods,  place  a 
and  hit  the  jackpot.  In  that  sense 
phy  left  El  Dorado  and  his  roots 
Arkansas  oil  producer,  farmer  and 
cutter  after  World  War  n — whe 
present  Murphy,  now  58,  was  jus 
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Paper  weight 
oadina  down  your 


^  business? 


et  Pitney  Bowes 
lighten  it. 


Copy'em.Collate'em.Fold'em. 

;s'em.  Stuff'em.  Lick'em. 
ip'em.  When  you  add  it  all  up, 
[ve  got  a  lot  of  people  doing 
|)t  of  repetitive,  time-consum- 
and  often  business-draining 
jr  work. 

Pitney  Bowes  has  always 
fzed  the  problems  involved  in 


handling  paperflow.  That's  why 
we're  constantly  providing  newer 
and  better  ways  to  handle  yours. 
With  machines  that  can  address, 
meter  stamp,  fold,  stuff,  seal,  copy 
and  collate  thousands  of  pieces 
faster  than  you  can  read  this 
page.  Neatly,  accurately  and  with 
no  aggravation. 


Before  your  business  begins 
to  cave  in  under  paper  weight,  talk 
to  us.  Because  anything  you  can 
do  with  paper,  we  can  help  you  do 
faster. 

H  Pitney  Bowes 

We  can  lighten  your  paper  weight. 


information,  write  us  Pitney  Bowes,  1734  Pacific  Street,  Stannford,  Connecticut  06904,  or  call  toll  free  any  time  800-243-5000  (In  Connecticut  1-800-882-5577.) 
Over  600  sales  or  service  points  througtiout  ttie  U  S.  and  Canada.  Postage  Meters,  Mailing  Systems,  Copiers,  Labeling  and  Price  Marking  Systems. 


while  an  insurance  policy 
is  a  legal  contract  that  ex- 
presses our  minimum  re- 
sponsibility, there  are  many 
occasions  when  equity  de- 
mands that  we  recognize  a 
moral  obligation  beyond  the 
strictly  legal  terms— and  this 
is  always  a  consideration  in 
our  settlements!' 

HEN  DON  CHUBB 
(1874-1960) 


Our  insurance  policy. 


OHUBB 


Group  of  Insurance  Companies 

100  William  Street,  New  York,  N.Y.  10038 


infantry  service  and  taking  the 
any  reins.  Murphy  Oil  explored  for 

Montana  and  the  Gulf  of  Mexico, 
tter  activity  leading  Murphy  to  help 

Ocean  Drilling  and  Exploration 
iwner  of  the  largest  fleet  of  offshore 
rigs  (Murphy  Oil  owns  52%  of 

O).  It  started  operations  in  Can- 
ought  a  refinery  in  Superior,  Wis. 
nother  in  Meraux,  La.  and  spread 
arketing  over  some  20  states.  It 
into  joint-venture  explorations  in 

the  1960s,  developed  oil  in  west 

and  set  up  marketing  operations 
ope. 

lort,  Charles  Murphy  and  his  corn- 
have  paid  their  dues.  In  1972,  on 
e  of  the  North  Sea  bonanza,  Mur- 
il  had  grown  to  a  so-so  $377  mil- 
ales  company  earning  8%  on  its 
olders'  equity.  Debt  had  grown  to 
f  capitalization,  the  same  percent- 
today,  as  Murphy  placed  his  bets 
North  Sea  exploration. 
1  came  1973.  The  good  news  that 
as  the  discovery  of  Ninian;  the  bad 
vas  the  first  installment  of  a  $400 
bill  for  Ninian's  development 
Murphy  might  have  had  to  sell 
f  the  company's  250,000  acres  of 
rn  timber  to  pay  it  if  the  obliging 
hadn't  raised  the  price  of  oil  and 
y  nearly  quadrupled  Murphy  Oil's 


Murphy  Oil's  (luirlcs  II  Murphy  J r 
Enjoying  great  expectations. 


Murphy  held  back  on  dividends — not  a 
difficult  task  since  he  and  his  family  own 
38%  of  the  stock,  employee  pension  and 
trust  funds  another  12% — and  built  up 
the  equity.  It  stands  at  $436  million  to- 
day. He  also  piled  up  the  debt  ($370  mil- 
lion today)  and  paid  the  costs  of  Ninian. 

But  he  did  more.  He  spared  some  $225 
million  for  drilling  in  the  Gulf  of  Mexico, 
and  as  a  result  Murphy  Oil  is  increasing 
its  U.S.  output  of  oil  and  gas  this  year.  He 


didn't  flinch  from  the  heavy  capital  pro- 
grams of  ODECO,  even  when  its  earn- 
ings declined  in  1977,  nor  from  the  start 
of  a  $55  million  upgrading  of  the  refinery 
at  Meraux,  La.  Overly  ambitious?  No, 
just  cautious. 

Murphy  is  a  self-educated  man  who 
dotes  on  fanciful  speech  and  turns  of 
phrase,  but  who  turns  simple  and  blunt 
when  talking  business:  "We're  an  asset- 
minded  company,"  he  says.  "We  make 
12%  after  taxes."  And  on  the  fancy  side, 
one  of  his  favorite  gems  of  recent  years  is 
something  he  saw  in  the  Times  of  Lon- 
don: "To  live  in  expectation  of  a  fortune 
still  unsecured  is  often  the  path  to  disap- 
pointment if  not  ruin." 

Well,  expectation  is  over.  Ninian  has 
)ust  begun  the  first  trickles  of  its  coming 
flood  of  oil  production.  Its  earnings  and 
cash  flows  will  take  Charles  Murphy's 
family  company  up  to  another  level  of 
operations  altogether.  He'll  first  reduce 
the  debt  and  get  the  debt-to-equity  ratio 
to  25%/75%,  then  he'll  raise  the  divi- 
dend. But  for  the  most  part  he'll  plow  the 
money  back  into  new  opportunities  in 
the  Norwegian  and  British  North  Sea,  in 
the  U.S.  and  in  Canada.  And  he'll  buy 
more  southern  timberland.  "We've  got  to 
have  something  for  when  the  oil  runs 
out,"  says  the  slight,  wiry  Murphy,  look- 
ing bemusedly  down  El  Dorado's  Jeffer- 
son Avenue.  ■ 


Thats  a  Butler  building?' 


Yes,  that  is  a  Butler  buildingv 
In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  constructioni.  - 

.To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141.  7ift.i2 


IX  VF.AKS  AGO  you  wouldii't  have 
I  bet  much  on  Stauffer  Chemical 
fCo.'s  chances  of  becoming  one  of 
jnost  profitable  outfits  in  industry, 
ngs  had  declined  for  three  straight 
as  the  venerable  old  company 
led  to  reduce  its  dependence  on 
cyclical,  lov^-profit  industrial 
icals  and  move  into  more  profitable 
ilties. 

the  management  (which  included 
Chairman  Christian  de  Guigne  HI, 
son  of  the  man  who  cofoundcd 
er  in  1885)  didn't  go  out  searching 
me  business  whiz  from  Wall  Street 
business  schools.  Instead,  Stauffer 
on  a  low-key  Ph.D.  in  electro- 
istry,  a  Canadian  named  H.  Barclay 
y  who  had  been  vice  president- 
deal  since  1968,  and  made  him 
ent  and  chief  operating  officer  in 
By  1974,  when  Morley  became 
executive,  he  had  Stauffer  moving 
d  its  current  profitable  position, 
he  six  years  since  Morley  took  over 
[ions,  Stauffer  sales  have  more  than 
d,  to  $1.3  billion,  and  its  earnings 
^one  from  $1.68  a  share  to  this 
anticipated  $5.70.  The  company's 
ar  average  return  on  equity  is  over 
[ts  current  return  on  equity  ranks 
right  up  with  Dow  Chemical 
ell  ahead  of  Monsanto,  Du  Pont 
ler  far  larger  chemical  companies, 
ley  may  be  low-key,  but  he  is  not 
t.  "A  lot  of  people  worry  too  much 
where  they're  going  instead  of 
hey're  doing,"  he  says  in  answer 
question  about  how  a  research 
>t  can  run  a  business.  "Ambition 
s  their  ability  to  perform."  What 
J,  now  49,  has  done  for  Stauffer  is 
most  out  of  the  materials  at  hand, 
noved  Stauffer  more  strongly  into 
tural  chemicals,  one  of  the  few 
here  a  chemical  company  can 
h  a  proprietary  position.  Agricul- 
hemicals  now  give  Stauffer  over 
its  earnings  on  some  20%  of  its 
ic  sales.  In  the  early  days  of  his 
Morley  benefited  from  low  cap- 
gets  at  Stauffer  and  the  fact  that 
plants  threw  off  a  high  rate  of 
m  increased  volume.  Naturally,  a 
es  due  from  that  kind  of  strategy, 
rley  paid  it  and  still  managed  to 
auffcr  earnings  on  the  rise, 
company  has  just  completed  a 
ar,  $600  million  capital  expan- 
|ogram.  Higher  interest  costs  on 
hly  $250  million  of  debt  Morley 
ed  since  1974,  coupled  with  in- 
depreciation  charges,  held  the 
gain  last  year  to  2%.  This  year 
should  be  up  6%.  And,  with  its 
on    program    under    its  belt, 
can  face  the  future  with  en- 
cash flow  and  operating  costs 
and  at  new  plants. 
|ecent  success  of  Stauffer,  market 
sulfuric  acid  and  a  leading  factor 


Stauffer  Chemical  knew  clearly  what  it  had  to 
do,  and  it  found  the  man  to  do  it. 


Good 
chemistry 


Stdiiffcr's  II  liarcUiy  .\UiiivY 

First  rule:  Know  what  you're  doing. 

in  soda  ash,  rests  also  on  the  businesses 
it  is  not  in,  notably  petrochemicals. 
"We're  not  in  petrochemicals,  and  that's 
deliberate,"  says  the  freckled  Morley, 
taking  pencil  in  hand  to  draw  yet  an- 
other chart  of  chemical  market  cycles. 
"We  don't  have  the  wherewithal,  nor 
frankly  the  interest,  to  slug  it  out  with 
the  major  chemical  companies  and  the 
oil  companies." 

Instead,  he  uses  Stauffer's  years  of 
knowhow  to  save  every  penny  of  operat- 
ing cost  in  making  and  selling  such  mun- 
dane products  as  sulfuric  acid.  Stauffer 
has  a  process,  unpatented  but  almost 
unique  in  the  industry,  for  recycling  the 
stuff.  It  sells  sulfuric  to  oil  refineries, 
takes  back  the  spent  acid,  regenerates  it 
and  sells  it  back  again.  "Just  because  a 
chemical  is  industrial,  doesn't  mean  we 
shouldn't  be  in  it,"  says  Morley.  "Sulfu- 
ric acid  is  a  very  nice  business." 

Morley  hasn't  taken  Stauffer  out  of  its 
traditional  industrial  lines;  he  has  almost 
doubled  sales  of  industrial  chemicals 
since  taking  over  operations.  But  he  has 
pushed  other  lines,  the.  agricultural 
chemicals,  food  additives  and  specialty 
chemicals — flame  retardants,  silicone 
compounds — to  grow  faster.  Thus,  indus- 


trial chemicals,  over  44%  of  Stauffer 
sales  in  1971,  now  comprise  some  30% 
of  the  company's  volume. 

To  do  this,  Morley  has  brought  out 
new  products  from  Stauffer's  own  re- 
search— such  as  its  corn  herbicide  Eradi- 
cane — gone  into  joint  ventures,  notably 
with  Japan's  Sumitomo  Chemical  on  an 
insecticide  named  Sumithion,  and  made 
some  acquisitions.  Stauffer  picked  up  the 
monosodium  glutamate  operation  of 
Wm.  Underwood  Co.  in  1973.  Stauffer  is 
now  the  only  domestic  producer  of 
MSG — the  stuff  that  makes  Chinese 
food  tastier  and  some  people's  jaws 
ache — and  is  attracting  customers  as  the 
cost  of  imports  from  Japan  rises  with  the 
declining  dollar. 

What  Morley  perceived  six  years  ago 
was  Stauffer's  real  business  strength:  the 
fact  that  it  was  a  market  leader  in  some 
of  its  industrial  chemicals,  and  that  it 
could  build  up  sales  in  the  higher-mar- 
gined agricultural  and  specialty  products. 
He  has  tried  to  position  the  company  at 
the  top  of  every  market  it  is  in,  and  he 
has  trimmed  back  operations  in  some 
areas,  notably  plastics,  where  it  had  no 
hope  of  leadership.  As  a  result,  Stauffer 
was  able  to  increase  its  prices  across-the- 
board  by  an  average  of  over  5%  this  year 
and  therefore  make  a  running  jump  to- 
ward keeping  up  with  inflation.  The  in- 
dustry-wide average  for  price  rises  at- 
tained was  only  2% -3%. 

"Our  plan  for  the  future?"  says  Morley. 
"Just  more  of  the  same.  You've  got  to 
pick  the  game  you  want  to  play  and  stay 
out  of  those  where  you'd  be  a  weak  sis- 
ter." As  for  his  own  future,  at  age  49, 
Morley  says  surprisingly  that  he  won't  be 
around  Stauffer's  scenic  Westport,  Conn, 
headquarters  until  retirement.  "The 
board  of  directors  wouldn't  want  that." 

So,  having  set  a  fine  old  industrial 
company  on  a  firm  course,  Morley  looks 
forward  to  exercising  some  of  the  30,000 
shares  worth  of  Stauffer  stock  options  he 
has  collected  (he  owns  9,800  shares),  to  a 
life  of  high-priced  chemical  consulting 
and  to  one  month  each  year  of  sailing. 
Ambition  hasn't  outrun  A/s  ability  to  per- 
form, and  he's  not  worried  about  where 
he's  going.  On  his  record  at  Stauffer,  he 
doesn't  have  to.  ■ 
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^^Just  one  more  question 
for  our  files^u**^ 

At  what  point  do  corporations'  requests  for  personal  information 
become  an  unwarranted  invasion  of  our  privacy? 

How  many  of  the  questions  they  ask  (and  answers  they  demand) 
are  really  necessary?  How  much  information  do  they  already  have  about 
us?  Where  did  they  get  it?  How  accurate  is  it?  And  how  freely  do  they 
exchange  it  among  themselves? 


Because  these  questions  worry  so  many  Americans  today,  Mna 
wants  to  tell  you  how  we  are  committed  to  doing  business  when  you 
come  to  an  lEtna  agent  or  broker  for  personal  insurance:' 

We'll  ask  you  for  the  information  we  need,  and  no  more.  We'll  tell 
you  what  data  we're  after,  how  we  intend  to  get  it  and  from  whom.  If 
we  turn  you  down,  we'll  tell  you  why.  (And  we  won't  turn  you  down 
just  because  someone  else  has.) 

If  you  think  we  have  misinformation,  just  ask  what  we've  got.  We'll 
tell  you  the  nature  and  substance  of  all  underwriting  information  in 
your  file.  (Except  medical  information  which  we'll  give  your  doctor.) 
If  you  say  some  part  of  it  is  wrong,  we'll  reinvestigate— and  respond.^ 
And  we'D  go  out  of  our  way  not  to  pass  on  information  about  you 
without  permission? 

By  openly  discussing  our  policies  on  privacy,  we  hope  to  encourage 
action  among  governmental  and  private  organizations.  And  to  insure  this, 
we  support  both  voluntary  and  legislative  measures  as  recommended  by 
the  federal  government's  Privacy  Protection  Study  Commission.^ 

Today  the  burden  of  proof  rests  upon  business  and  government  to 
show  that  we  deal  fairly  and  openly  with  private  citizens.  Don't  under- 
estimate your  own  influence  in  helping  to  protect  your  personal  privacy. 
Use  it  as  we  are  trying  to  use  ours. 

i^tna 

is  protecting  your  privacy. 


A'hcn  any  state  law  requires 
I  act  differently,  naturally,  we 
:  comply. 

■Respond"  means:  If  we  are 
ig,  we'll  correct  the  error  by 
I'ming  our  source  and  any- 
ftlseyou  request  who  received 
■nisinformation  from  us  in 
jj  ast  two  years.  If  we  conclude 


our  information  is  correct,  we'll 
tell  you  so.  If  you  ask,  we'll  even 
put  your  disagreement  in  the 
record.  We'll  also  distribute  that 
statement  of  disagreement  in  the 
same  way  as  we  would  correct 
an  error. 

^  Occasionally,  sound  business 
reasons  dictate  exceptions  (and 


we  let  you  know  what  they  are 
in  advance).  For  example,  /h^tna 
will  provide  information  needed 
by  those  selling  or  servicing  our 
policies,  for  fraud  prevention,  or 
when  required  by  law. 

The  federal  Privacy  Act  of 
1974  which  established  controls 
over  the   federal  government's 


use  of  personal  mforniation,  also 
created  the  Commission  to  ex- 
plore the  need  for  similar 
restraints  on  local  governments 
and  businesses.  /Etna's  Presi- 
dent, William  O.  Bailey,  served 
on  this  commission  and  the  con- 
clusions it  arrived  at  are  the 
basis  for /Etna's  privacy  policy. 


LIFE  &  CASUALTY 


Life  &  Casualty, 
n  minglon  Avenue, 
Old,  c  r  06156 


Wouldn't  you  know  tt? 
The  energy  answers  are 
right  in  our  own  baclcyard 
Coal  and  nuclear  power. 


America  has  been  finding  good 
solid  answers  to  our  problems  right 
here  at  home  for  two  centuries. 
And  we'll  continue  solving 
problems  unless  we  run  out  of 
energy.  Our  available  natural  gas 
supplies  have  diminished,  and 
imports  are  providing  about 
half  of  the  oil  we  consume.  We 
must  make  the  best  possible 
use  of  our  available  domestic 
energy  sources— coal  and  nuclear 
fuel.  And  the  nuclear-fueled 
breeder  reactor  is  one  of  the  most 
promising  energy  technologies 
because  it  ptoduces  more  fuel 
than  it  consumes. 

At  Middle  South  Utilities,  we  re 

doing  something  about  the  energy 
situation  now.  We  have  a  network 
of  generating  plants  using  a 
diversity  of  fuels— including  our 
region's  first  nuclear  unit,  a  second 
due  for  commercial  operation 
this  year,  our  first  coal  unit  next 
year,  and  other  nuclear  and  coal 
units  under  construction.  While  we 
are  moving  toward  greater  use  of 
the  most  available  fuels— coal 
and  nuclear- conservation  is 
playing  an  important  role  in  our 
total  energy  development  program. 


Our  Energy  Efficient  Home  and 

Zip-Up  programs,  which  can 
achieve  large  reductions  in 
residential  energy  use,  are  two 
examples.  We're  researching 
energy  alternatives  and  supportii 
studies  in  energy  storage, 
load  management,  and  other 
energy-related  areas. 

A  definite  energy  problem 
in  America  is  our  excessive 
dependence  on  oil  and  natural 
gas.  The  answers— right  in 
our  own  backyard— are  coal  and 
nuclear  power. 

At  Middle  South  Utilities,  we're 
making  energy  that  makes  sensd 


MIDDLE 
SOUTH  m 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc. 
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its  tiny  capacity  Nucor  Corp.  is  a  mere 
ze  element  in  the  steel  industry.  But  it  is  a 
\bly profitable  trace. 

Maxiprofits 
in  minimills 


By  Steven  Solomon 

AST  Aug.  15,  plant  managers  fanned 
3Ut  through  the  factories  of  Nucor 
I  Corp.  and  handed  out  a  surprise 
.  bonus  to  every  one  of  its  2,600 
I  yees — a  $1.3  million  gesture.  That 
t  nusual.  Basic  wages  aren't  high  at 
■  ,  but  such  "productivity  bonuses" 
1  uble  a  worker's  annual  salary  (av- 
ntal  compensation:  $19,000).  The 
ny  pays  $1,200  a  year  for  every 
\'ee's  child  in  college, 
t  kind  of  $300  million  (revenues) 
ny  can  afford  such  largesse?  An  oil 
ny  with  a  new  gusher?  Not  at  all. 
IS  a  steel  company.  In  a  depressed 
ss — industrywide  median  return 
ity  has  averaged  8%  a  year  since 
!  Nucor  this  yfcar  will  return  about 
t  will  net  7%  on  sales  (compared 
S%  for  U.S.  Steel). 
'  ing  just  740,000  tons  of  steel  this 
ss  than  0.7%  of  the  industry  total, 
unounts  to  a  mere  trace  element 
^teel  business.  But  it  is  a  highly 
le  trace— perhaps  the  best  run 
ly  in  a  growing  subpocket  in  the 
I  eel  industry,  the  modern  mini- 
hnimills  need  no  mines,  no  cok- 
I  ns,  no  blast  furnaces  to  make  pig 
1  they  do  is  recycle  scrap — but 
e  up-to-date  electric  arc  furnaces 
itinuous  casters.  In  a  sense,  they 
asites  on  the  integrated  compa- 
tmg  them  pay  a  big  share  of  their 
1.  >4ucor's  four  little  mills  (aver- 
city:  240,000  tons  a  year  vs.  7 
lor  Bethlehem  at  Sparrows  Point, 
the  most  modern  in  the  world, 
nut  varieties  of  a  single  product, 
nicrchant  bar"  steel, 
gets  one  ton  of  bar  steel  for 
an-hours  than  the  average  big 
d  U.S.  mill  or  even  those  in  Ja- 
-  Joseph  Wyman,  vice  president 
on  Hayden  Stone.  So  Nucor  can 
tcel  at  $10  a  ton  helow  the  lapa- 
kside  price. 

ut  up  a  new,  integrated  facility 
i)ut  $1,000  a  ton  of  annual  capac- 
hj/s  F.  Kenneth  Iverson,  53,  Nu- 
^an,  youthful-looking  president, 
loever  put  one  up  for  more  than 
Ion.  That's  why,  no  matter  how 


Nucor' s  Ken  Iverson 


Small  is  beautiful. 

modern  the  big  integrated  steel  compa- 
nies become,  if  they're  turning  out  mer- 
chant bar,  they  still  have  to  compete 
with  the  minimills." 

Minimills  got  their  start  in  the  U.S.  in 
the  late  1950s  when  the  big  steel  compa- 
nies were  changing  from  open  hearth  to 
basic  oxygen  furnaces.  Only  35%  of  the 
"charge"  in  the  new  furnaces  was  scrap, 
vs.  65%  for  open  hearths.  So  suddenly, 
there  was  plenty  of  scrap  on  the  market. 
Escalating  freight  rates  gave  an  added 
advantage  to  tfie  regional  minis.  Aided 
by  technological  breakthroughs,  they 
grew  in  efficiency  and  market  share.  To- 
day, some  15%  of  U.S.  steel  shipments 
come  from  minimills. 

Nucor  itself  got  into  the  steel  business 
by  integrating  backward  from  its  profit- 
able joist  business  (now  22%  of  the  U  .S. 
joist  market).  Nucor  is  one  of  the  ves- 
tiges of  the  bankrupt  Reo  Motor  Car  Co., 
reborn  as  Nuclear  Corporation  of  Ameri- 
ca, a  nuclear  instruments  company,  in 
1955.  During  the  next  decade,  under  vari- 
ous owners,  it  became  what  Iverson  re- 
calls as  a  "Johnny-come-lately  hodge- 
podge" in  contracting  and  leasing,  steel 
joists,  rare  earths  and  instruments. 


Iverson  took  over  as  president  in  1965. 
He  quickly  got  rid  of  half  the  company 
and  concentrated  on  steel  joists.  By  1969 
Nucor  was  sound  enough  to  build  an  $1 1 
million  mini  steel  mill.  In  the  last  decade 
sales  have  increased  nearly  tenfold,  earn- 
ings twentyfold. 

All  Nucor's  mills  are  carefully  located 
in  fairly  populous  areas  where  there  is  a 
market,  available  scrap  and  a  large  labor 
force.  "We  could  build  a  minimill  right  in 
Pittsburgh  itself,"  he  says.  "There's  a 
market  and  there's  plenty  of  scrap — only 
we  wouldn't  get  high  enough  productiv- 
ity out  of  labor."  That  is  the  real  key  to 
Nucor's  profitability.  Nucor  hires  very 
few  experienced  steelworkers,  so  it 
doesn't  have  to  pay  United  Steel  Work- 
ers fringe  benefits  or  submit  to  the  un- 
ion's tough  work  rules.  It  locates  its  mills 
in  areas  where  unions  aren't  strong. 

As  with  all  mini  operators,  Iverson's 
biggest  concern  is  the  availability  of  his 
chief  material,  scrap.  Scrap  prices  are 
volatile— $70  a  ton  today,-  $140  a  ton 
during  the  shortage  of  1974.  When  the 
price  skyrockets,  minimills  feel  the 
squeeze.  Fortunately,  there  is  a  built-in 
equalizer:  When  scrap  prices  are  high, 
the  integrated  companies  use  propor- 
tionally more  iron  ore  in  their  furnaces, 
thus  easing  the  scrap  crunch.  Nucor's 
earnings  did  drop  sharply  in  the  weak 
steel  market  of  1975,  but  the  company 
stayed  comfortably  in  the  black. 

Iverson  is  so  optimistic  about  the  fu- 
ture that  he  has  started  Nucor  on  a  two- 
year,  $75  million  expansion  program 
that  will  triple  its  steelmaking  capacity 
by  1982.  Where  it  has  made  simple, 
small  products  in  the  past,  Nucor  will  add 
larger  sizes  and  higher  grades.  To  com- 
plement its  joist  operations,  it  has  added 
a  steel  decking  business. 

Iverson  predicts  that  the  minimills' 
share  of  domestic  steel  shipments  will 
continue  to  rise,  up  to  at  least  25%  with- 
in a  decade.  He  also  thinks  the  trend  will 
be  for  the  minis  to  get  even  smaller — 
"bikini  mills"  he  calls  them — and  even 
more  efficient. 

"Minimills  started  with  a  relatively 
simple  product — reinforcement  bar,"  he 
says.  "Now  we  make  plate  and  wire.  If 
we  wanted  to,  we  could  produce  rail, 
even  heavy  structural  steel.  The  only 
thing  you  can't  do  with  a  minimill  now 
is  make  sheet,  but  even  that  may  not  be 
out  of  the  question  in  the  future." 

This  has  been  a  fairly  good  year  for  the 
U.S.  steel  industry  and  a  spectacular  one 
for  Nucor.  Sales  this  year  at  $300  million 
will  be  up  42%  over  those  of  1977  and 
earnings  per  share  will  hit  $5.50,  nearly 
double  1977's.  Almost  without  pausing 
for  breath,  Iverson  predicts  that  Nucor 
could  be  a  $1  billion  company  by  1985. 
At  that  point,  the  United  Steel  Workers 
and  the  big  U.S.  companies  may  be  get- 
ting as  worried  about  Nucor  as  they  are 
about  foreign  steel  today.  ■ 
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Faces 

Behind  Hie  Figiiies 


Pro  ball 

Sundays  in  Novemb^^r  aie  ruii  of  sur- 
prises— fumbles,  interceptions,  missed 
field  goals — and  in  the  case  of  Francis  T. 
Vincent  Jr..  the  president  and  CEO  of 
Columbia  Pictures  Industries,  Inc..  a  cou- 
rle  of  phone  calls-  about  a  big  rlav  that 


I 


FroJicis  T  \:ru'c  ':  ' 

Vfto  coils  the  ploys  at  Columbia? 

could  determine  the  future  of  his  com- 
pany, even  his  job. 

Seems  Kirk  Kerkorian,  the  biggest 
shareholder  ,48%'  in  Metro-Goldwyn- 
Mayer.  Inc.  is  so  enthusiasac  over  pros- 
pects in  the  leisure  business  he's  hanker- 
ing after  some  more  Colxmibia  shares  [he 
already  owns  5.5%  of  the  stocki.  So  Ker- 
korian decided  to  have  a  meeting  with 
Herbert  A.  Allen,  the  president  of  Allen 
Co.  and  power  broker  on  the  Colum- 
bia board  who  last  luly  engineered  the 
ouster  of  Vincent's  predecessor.  The  Al- 
len forces  plus  Matthew  B.  Rosenhaus, 
chairman  of  T.B.  Williams  Co.,  control 
Columbia  through  their  14%  holdings. 
Friends  own  another  15%  or  so. 

If  Kerkorian  has  his  way,  though,  that 
may  change  come  Tanuary.  By  then  the 
wily  casino  tycoon  should  know  whether 
there  are  any  regulatory  or  antitrust 
problems  preventing  his  holding  com- 
pany from  making  a  tender  offer  for  up  to 
U5  million  shares,  or  about  20%,  of 
Columbia.  Of  course,  Kerkorian,  the 
—an  who  helped  put  MGM  into  Las  Ve- 
gas' Grand  Hotel,  denies  there  is  any 
plan  to  merge  the  two  companies.  He 
also  says  he  doesn't  want  to  take  an 
active  role  in  Columbia  management;  he 
iiist  wants  some  representation  on  the 


board.  .\t  S24  a  share,  his  investment 
may  be  as  much  as  S42  million,  so  he'd 
cenainly  be  entitled. 

And  if  in  ranuar>"  the  shareholders  at 
large  aren't  too  anxious  to  sell  out  at  that 
524  price  tag — 53.50  less  than  the  stock's 
high  for  the  year,  but  a  S6  premium  over 
its  recent  price — what  about  Herb 
Allen's  taking  the  bait-  After  all.  his 
group's  513,000  shares  were  purchased 
for  an  average  54  apiece.  "I  can  categori- 
cally say  that  I  wUl  not  be  a  seller  to  .\lr. 
Kerkonan.  or  to  anybody  else  at  that 
price,  Allen  insists.  He  d  be  passing  up  a 
pretax  profit  of  over  SIO  million;  but 
then  the  Aliens  have  a  knack  for  getting 
the  last  doUar  out  of  their  deals. 

With  aU  the  wheeling  and  dealing  that 
could  go  on,  and  the  possibihty  of  a  new 
power  broker — Kerkonan — calling  the 
shots,  where  does  it  leave  Frank  \'incent. 
not  even  on  the  iob  five  months?  A  40- 
year-old  Washington  lavsyer  who  earher 
this  year  served  as  associate  director  of 
the  SEC's  corporation  finance  division, 
Vincent  was  the  surprise  choice  brought 
in  to  give  Columbia  a  clean  face  in  the 
wake  of  a  check-forging  scandal  involv- 
ing the  studio's  ex-fUm-and-TV  produc- 
tion chief. 

Well,  at  least  Herb  Allen  rang  up  Vin- 
cent both  before  and  after  the  Kerkorian 
meeting  to  let  him  know  what  was  going 
on.  And  the  next  day.  when  Columbia 
announced  it  was  stud\-ing  the  Kerkorian 
proposal,  it  was  Vincent  who  acted  as 
company  spokesman. 

"It  suire  is  different  from  my  other 
jobs,  isn't  it:"  says  Vincent,  not  without 
a  sense  of  humor  about  his  new  corjK)- 
rare  furrrundinss-  '  I've  en-oved  it.  It's 


fun.  .•X  challenging  position  in  a  con 
companv.  Entertainment  is  a  partici 
glamorous  and  oxcuing  industry-. 
.■\nd  Frank  don't  torgct  the  surp 


Ityder's  flying  again 

Having  lames  A.  Ryder,  founder 
around  when  he  took  over  as  C£ 
19~5  must  have  been  somewhat  ui 
fonable  tor  Leslie  O.  Barnes,  formei 
at  Allegheny  .\irlines.  Now  that  Rvi 
no  longer  with  the  company  that 
his  name  land  in  which  he  is  the  bi 
stockholder— 132,000  shares,  8% 
total'  Barnes  is  no  less  uncomforta 
Ryder  is  now  a  competitor. 

.Maybe  it  was  inevitable  that 
would  get  the  boot.  He  is  a  builde 
an  organization  man — a  true  en 
neur.  And  if  you  don't  believe  that 
sider  this:  Ryder,  now  65,  gave  u| 
sion  rights  wonh  5100,000  a  year 
change  for  the  right  to  compete 
Ryder  System,  Inc.  but  not  the  rij 
use  his  own  name  in  his  new  ve 
lartran,  Inc.  (a  combination  of  his  ii 
and  a  piece  of  'transponation"'. 

He  also  thinks  like  an  entrepi 
I've  got  so  many  goddam  balls  in 
including  some  very  good  ones, 
see  how  they  come  down," 
brightly  of  the  variety  of  deals  he  s 
ing  on.  Among  them,  he  implies.  :> 
with  Hertz,  Avis  or  maybe  Nat- 
take  over  truck  renting  and  leas 
ations.  Another  is  a  possible  deal  i 
ing  Jim  Ryder's  scheme  to  set  up  1 
a    system    of    interchanging  rrj 
among  many  operators.  He's  also  : 
about  combining  trucking  comp, 


He's  betting  aU  he's  got  that  he  can  do  it  all  again— only  better. 
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An  essential  link 

in  the 
sales  and  profit  chain 

Dun  &Bmdstreet. 


&  Bradstreet? 

That's  right.  Because  there's  more  to  the 
:  function  than  determining  who's  good  for  how 
Working  hand-in-hand  with  sales,  profes- 
]  credit  executives  can  frequently  turn  marginal 
(ints  into  profitable  business.  With  help  from 
and  its  sophisticated  new  techniques. 

Like  the  new  computerized  system  which 
( natically  adds  trade  information  every  single  day. 


The  unique  Consolidated  Report  that  combines  the 
basic  report,  updates  and  special  supplements  in  one 
document.  And  the  new  DUNS  DIAL  service  that 
will  soon  make  facts  on  over  4, ()()(),()()()  companies  in 
the  U.S.  immediately  available  through  a  single 
phone  call. 

The  D&B  link.  For  companies  that  want  the 
right  connection  to  a  belter  bottom  line. 


r 


DUN& BRADSTREET 

The  essential  business™ 


er  Dun  &  Bradstreet  Companies  serving  the  essential  need  lo  know  Ttie  Reuben  H,  Donneiley  Corporation  •  Corinthian  Broadcasting  Corporation 
Bradstreet  International  •  Technical  Publishing  Connpany  •  Moody's  Investors  Service  •  Dun's  Marketing  Services  •  Management  Consulting  Division 
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Faces 

Behind  The  Figures 


Pro  ball 

Sundays  in  November  are  full  of  sur- 
prises— fumbles,  interceptions,  missed 
field  goals — and  in  the  case  of  Francis  T. 
Vincent  Jr.,  the  president  and  CEO  of 
Columbia  Pictures  Industries,  Inc.,  a  cou- 
ple of  phone  calls  about  a  big  play  that 


Fmuas  T  Vincent  Jr  cfCl'l 

Who  calls  the  plays  at  Columbia? 

could  determine  the  future  of  his  com- 
pany, even  his  job. 

Seems  Kirk  Kerkorian,  the  biggest 
shareholder  (48%)  m  Metro-Goldwyn- 
Mayer,  Inc.,  is  so  enthusiastic  over  pros- 
pects in  the  leisure  business  he's  hanker- 
ing after  some  more  Columbia  shares  (he 
already  owns  5.5%  of  the  stock).  So  Ker- 
korian decided  to  have  a  meeting  v^ith 
Herbert  A.  Allen,  the  president  of  Allen 
Co.  and  power  broker  on  the  Colum- 
bia board  who  last  July  engineered  the 
ouster  of  Vincent's  predecessor.  The  Al- 
len forces  plus  Matthew  B.  Rosenhaus, 
chairman  of  J.B.  Williams  Co.,  control 
Columbia  through  their  14%  holdings. 
Friends  own  another  15%  or  so. 

If  Kerkorian  has  his  way,  though,  that 
may  change  come  January.  By  then  the 
wily  casino  tycoon  should  know  whether 
there  are  any  regulatory  or  antitrust 
problems  preventing  his  holding  com- 
pany from  making  a  tender  offer  for  up  to 
1.75  million  shares,  or  about  20%,  of 
Columbia.  Of  course,  Kerkorian,  the 
man  who  helped  put  MGM  into  Las  Ve- 
gas' Grand  FJotel,  denies  there  is  any 
plan  to  merge  the  two  companies.  He 
also  says  he  doesn't  want  to  take  an 
active  role  in  Columbia  management;  he 
just  wants  some  representation  on  the 


board.  At  $24  a  share,  his  investment 
may  be  as  much  as  $42  million,  so  he'd 
certainly  be  entitled. 

And  if  in  fanuary  the  shareholders  at 
large  aren't  too  anxious  to  sell  out  at  that 
$24  price  tag — $3.50  less  than  the  stock's 
high  for  the  year,  but  a  $6  premium  over 
its  recent  price — what  about  Herb 
Allen's  taking  the  bait?  After  all,  his 
group's  513,000  shares  were  purchased 
for  an  average  $4  apiece.  "I  can  categori- 
cally say  that  I  will  not  be  a  seller  to  Mr. 
Kerkorian,  or  to  anybody  else  at  that 
price,"  Allen  insists.  He'd  be  passing  up  a 
pretax  profit  of  over  $10  million;  but 
then  the  Aliens  have  a  knack  for  getting 
the  last  dollar  out  of  their  deals. 

With  all  the  wheeling  and  dealing  that 
could  go  on,  and  the  possibility  of  a  new 
power  broker — Kerkorian — calling  the 
shots,  where  does  it  leave  Frank  Vincent, 
not  even  on  the  job  five  months?  A  40- 
year-old  Washington  lawyer  who  earlier 
this  year  served  as  associate  director  of 
the  SEC's  corporation  finance  division, 
Vincent  was  the  surprise  choice  brought 
in  to  give  Columbia  a  clean  face  in  the 
wake  of  a  check-forging  scandal  involv- 
ing the  studio's  ex-film-and-TV  produc- 
tion chief. 

Well,  at  least  Herb  Allen  rang  up  Vin- 
cent both  before  and  after  the  Kerkorian 
meeting  to  let  him  know  what  was  going 
on.  And  the  next  day,  when  Columbia 
announced  it  was  studying  the  Kerkorian 
proposal,  it  was  Vincent  who  acted  as 
company  spokesman. 

"It  sure  is  different  from  my  other 
jobs,  isn't  it?"  says  Vincent,  not  without 
a  sense  of  humor  about  his  new  corpo- 
rate surroundings.  "I've  enjoyed  it.  It's 


fun.  A  challenging  position  in  a  com 
company.  Entertainment  is  a  particu 
glamorous  and  exciting  industry." 
And,  Frank,  don't  forget  the  surpi 


Ryder's  flying  again 

Having  James  A.  Ryder,  founder, 
around  when  he  took  over  as  CE 
1975  must  have  been  somewhat  un 
fortablc  for  Leslie  O.  Barnes,  former 
at  Allegheny  Airlines.  Now  that  Rye 
no  longer  with  the  company  that 
his  name  (and  in  which  he  is  the  bii 
stockholder— 132,000  shares,  8%  q 
total)  Barnes  is  no  less  uncomforta 
Ryder  is  now  a  competitor. 

Maybe  it  was  inevitable  that  E 
would  get  the  boot.  He  is  a  buildei 
an  organization  man — a  true  entB 
neur.  And  if  you  don't  believe  that,, 
sider  this:  Ryder,  now  65,  gave  up! 
sion  rights  worth  $100,000  a  year  ii 
change  for  the  right  to  compete 
Ryder  System,  Inc.  but  not  the  rij 
use  his  own  name  in  his  new  ve 
Jartran,  Inc.  (a  combination  of  his  ii 
and  a  piece  of  "transportation"). 

He  also  thinks  like  an  entrepre 
"I've  got  so  many  goddam  balls  in  tH 
including  some  very  good  ones,  and 
see  how  they  come  down,"  he 
brightly  of  the  variety  of  deals  he's  y 
ing  on.  Among  them,  he  implies,  is  i 
with  Hertz,  Avis  or  maybe  Natior 
take  over  truck  renting  and  leasing 
ations.  Another  is  a  possible  deal  in 
ing  Jim  Ryder's  scheme  to  set  up  Jai 
a  system  of  interchanging  tr£ 
among  many  operators.  He's  also  ta 
about  combining  trucking  compani 
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Iciiiies  .4  R)  (ler  of  Icirtrtm 

He's  betting  all  he's  got  that  he  can  do  it  all  again— only  better. 


An  essential  link 

in  the 

sales  and  profit  chain 
Dun&Bradstreet. 


n  &  Bradstreet? 

That's  right.  Because  there's  more  to  the 
dit  function  than  determining  who's  good  for  how 
ch.  Working  hand-in-hand  with  sales,  profes- 
nal  credit  executives  can  frequently  turn  marginal 
ounts  into  profitable  business.  With  help  from 
B  and  its  sophisticated  new  techniques. 

Like  the  new  computerized  system  wliich 
tomatically  adds  trade  information  every  single  day. 


The  unique  Consolidated  Report  that  combines  the 
basic  report,  updates  and  special  supplements  in  one 
document.  And  the  new  DUNS  DIAL  service  that 
will  soon  make  facts  on  over  4,000,000  companies  in 
the  U.S.  immediately  available  through  a  single 
phone  call. 

The  D&B  link.  For  companies  that  want  the 
right  connection  to  a  better  bottom  line. 


DUN&BRADSTREET 

The  essential  business™ 


Other  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know  The  Reuben  H.  Donneiley  Corporation  •  Corinthian  Broadcasting  Corporation 
un  &  Bradstreet  International  •  Technical  Publishing  Company  •  Moody's  Investors  Service  •  Dun's  Marketing  Services  •  Management  Consulting  Division 


Faces 

Behind  The  Figures 


create  some  sort  of  national  system. 
Aside  from  deal-making,  the  main  activ- 
ity of  lartran  is  a  fuel  tax  compliance 
service  for  truckers  confronting  the  tan- 
gle of  state  regulations. 

Ryder  talks  frankly  about  his  "drink- 
ing days."  People  who  know  Ryder  still 
talk  about  a  13-story  fall  he  took  from 
the  balcony  rail  of  a  hotel  in  Amsterdam 
back  in  1974,  supposedly  on  a  dare.  That, 
and  a  loss  at  Ryder  System,  led  to  his  fall 
from  power  in  1975. 

But  Ryder  is  betting  on  himself  in  a 
deadly  earnest  way  these  days.  lartran 
occupies  a  suite  of  offices  in  Coral  Gables 
and  employs  a  couple  of  dozen  people, 
paid  out  of  Ryder's  own  money. 

Whether  Ryder  becomes  a  big  factor 
again  in  transportation  depends,  as  he 
puts  it,  on  "how  the  balls  come  down." 

The  Tandy  man 

"I  plan  to  just  let  people  go  on  doing  what 
they're  best  at  doing,"  says  Phil  R. 
North,  60,  who  last  month  took  over  as 
president  and  chairman  of  SI. 06  billion 
Tandy  Corp.  after  the  sudden  death  of 
retail  impresario  Charles  D.  Tandy. 


i'hil  R.  North  of  Tandy  Coip 

Ten  king  over  from  a  faUenpal. 


Phil  who?  A  lot  of  people  wondered 
when  they  heard  the  news.  It  turns  out 
that  North  was  a  childhood  chum  of 
Charles  Tandy.  They  sold  pieces  of  leath- 
er to  schoolmates  for  a  nickel — not  a 
small  sum  51  years  ago.  And  now  that 
his  lifelong  friend  is  dead,  North  has  been 
elected  to  pick  up  the  reins. 

Tandy,  of  course,  is  the  hobby-and- 
craft  giant  that  spun  off  such  retailing 
successes  as  Color  Tile,  Inc.,  Tandy 
Brands,  Inc.  and  Tandycrafts,  Inc.  All 
that's  left  in  the  corporate  fold  is  Radio 
Shack  Division,  with  over  7,000  outlets, 
the  largest  retail  electronics  purveyor. 

For  the  past  six  months.  North  has 
been  administrative  assistant  to  the 
chairman  of  the  board.  "People  ask  me 
what  I  do,"  says  the  affable  North,  "and  I 
tell  them  I'm  the  company  philosopher." 

A  philosopher  with  money  to  invest. 
In  1964,  North  and  Tandy  got  back  to- 
gether in  business  to  build  Tandy  Corp. 
North  put  in  some  $100,000  from  the 
sale  of  stock  in  his  family's  Ft.  Worth 
Star  Telegram  (where  his  early  reporting 
days  led  to  a  position  as  General  Douglas 
MacArthur's  personal  press  secretary 
during  World  War  II).  In  1966  North  was 
elected  to  the  board.  However,  until 
now,  he's  never  had  any  day-to-day  re- 
sponsibility in  the  company. 

But  his  promotion  to  the  top  was  not 
all  that  surprising  to  Tandy  people  be- 
cause North  was  always  Charles  Tandy's 
alter  ego.  "I'm  a  generalist,  as  was 
Charles,"  says  the  ruggedly  handsome 
Notre  Dame  graduate.  Presumably,  he 
knows  what's  going  on,  and  more  impor- 
tant, where  Tandy  is  going. 

But  how  does  North  feel  about  becom- 
ing boss  at  60?  "I'd  rather  be  perfecting 
my  duplicate  bridge  or  seeing  friends 
around  the  world.  But  I  enjoy  this,  it's 
one  of  the  last  things  I  can  do  for  Charles, 
and  by  God,  I'm  going  to  do  it." 

"There's  no  question  that  we  will 
achieve  the  goals  Charles  set,"  the  new 
chairman  says,  still  mourning  his 
friend's  death.  "We'll  just  go  right  on  to 
$2  billion  in  sales." 

That  mark  is  not  so  far  away.  Last 
year,  Tandy  topped  the  $1  billion  mark, 
up  from  less  than  half  that  only  six  years 
ago.  And  the  earnings  are  there,  too: 
Return  on  equity  last  year  was  40%  and 
profit  margin  is  6% . 

Well,  Charles  Tandy  did  tell  North 
once  that  $2  billion  sales  wouldn't  be  any 
trouble  at  all — that  the  first  billion  was 
hard,  and  the  next  one  a  "breeze."  Now 
North  can  find  out  for  himself. 

Courting  journey 

"The  Chinese  prefer  to  trade  m  dollars. 
They  think  the  dollar  is  undervalued," 
says  Peter  G.  Scotese,  vice  chairman, 
president  and  CEO  of  $657  million  South 
Carolina  textilemaker  Springs  Mills. 
Just  back  from  a  courting  trip  to  Chi- 


na, Scotese  was  disappointed.  He'( 
with  a  business  marriage  in  his  di 
but  appears  to  have  returned  wj 
offer  of  a  quickie  love  affair. 

The  labor  intensive  apparel  bul 
is  perfectly  suited  for  a  nation 
million  people,  explains  the  gi 
blue-eyed  Scotese.  "They're  ir 
joint  ventures,  but  it's  my  impr 
they  don't  want  permanent  pa) 
It's  apparent  that,  while  they  an 
ious  to  develop  a  textile  inc 
their  eventual  thrust  will  be 
manufacturing." 

He  gives  the  impression  that  he 
like  to  make  a  deal  with  the  CY 
Meanwhile,  the  company  is  involv 
couple  of  other  collaborations.  Wh| 
of  Springs'  people  saw  some  pressi 
ral  designs  by  Grace  Kelly  in  a  Eui 
museum,  that  spawned  a  bed 
line — just  introduced  in  New  ^. 
based  on  the  Monacan  princess' 
tie-in  with  a  Broadway  show  pn 
another  inspiration:  Diaciila  bed! 
(complete  with  bloodstains  wher^ 
jugular  rests  on  the  pillow  case). 

The  Dracula  line  is  particularly 
priate  for  Springs  Mills.  Just  lasll 
the  company  dumped  the  knit  di 
that  was  bleeding  Springs  dry.  Thfl 
lem  was  that  knits  fell  out  of  f 
amid  tremendous  industry  expj 
Says  Scotese,  presumably  inc 
Springs,  "Something  looks  good  a 
erybody  jumps  on  the  bandwag 
happened  in  the  knits,  it  is  happej 
denim  and  it  will  happen  in  corcj 


ft.  -  \ 


Peter  G  Scotese  of  Spniif's  Mills 
The  blood  on  the  sheets  isnt  i 
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ilderness  and 
ulti-use  lands, 
in  they  live 
le  by  side  in  the 
Mic  forest? 


■  tiatch,  we  recognize  the  need  for  Wilder- 
meas.  Areas  where  "man  is  a  visitor  who 
s  lot  remain."  It  is  part  of  our  heritage  that 
t  ves  to  be  protected. 

'  But  we  must  also  look  at  Wilderness  areas 
Mat  they  are— places  where  roads  and 
t  vehicles  are  barred,  where  nearly  all 
E  of  structures  and  facilities  such  as  camp- 
;  re  forbidden,  and  where  timber  harvesting 
I  her  commodity  activities  are  prohibited. 
'  or  all  the  romantic  allure,  the  Wilderness 
I  s  very  few  people,  since  they  can  only 
I  e  there  on  foot,  horseback  or  by  canoe, 
/lulti-use  public  forestlands,  on  the  other 
'  serve  a  much  broader  segment  of  the  pop- 
Here,  campers,  snowmobiles  and  out- 
motors  are  allowed,  improved  campsites 
iber  harvesting  under  government  regula- 
!  B  permitted. 

he  continuing  expansion  of  the  Wilder- 
s  irough  legislation,  at  the  expense  of  Multi- 
\  ids,  threatens  eventually  to  remove  from 
-  a's  timber  resource  any  hope  of  meeting 
i  a's  growing  need  for  either  forest  prod- 
li  modern  group  recreational  activities, 
'ilderness.  Multi-use.  Potlatch  believes, 
ance,  we  can  have  all  we  need  of  both, 
tiatch  Corporation,  Public  Information 
0.  Box  3591,  San  Francisco,  CA  94119. 
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Final 

exams 


Measure  stress  and  strain  on  a  new  front-end  loader. 
Tilt  a  lift  truck  until  you  know  its  safety  limits- 
Submerge  a  heavy-duty  transmission  in  water  to  check 
for  leakage.  V^  v  o^^'Z- 

Tests  like  these,  and  many  more,  are  part  of  the  Clark 
Quality  Assurance  System.  That's  how  we  help  Clark 
products  get  ready  to  take  on  the  world.  So  when  they 
go  to  work  in  warehouses  and  loading  docks,  logging 
camps  and  construction  sites,  they  stand  up  under 
rough  conditions. 

We  build  machines  for  the  hardest  work.  Then  back 
them  with  a  worldwide  network  of  dealers  who  know 
how  to  keep  them  fit. 

Getting  the  job  done.  That's  the  final  exam. 
Clark  Equipment  Company,  Buchanan,  MI  49107. 


Clark  gets  It  don^ 


If  you're  cramming  a  three  day  business  trip  into  one, 

there's  no  place  like  an  airport  Hilton. 


rrvi  MMKwr  mmm  mmw  umam  ^^wMr 

k 

Into  town  for  a 
quick  meeting.  Then  fly  out  to  another. 
So  for  just  that  kind  of  trip,  we  suggest 
any  of  our  26  airport  Hiltons. 
We'll  arrange  conference  rooms,  delight- 
ful meals,  any  business  needs  you  migh,t 
have.  And  at  the  end  of  the  day,  after 
your  last  meeting,  stay  with  us  and  let ' 
ilton  Rainbow  Service  relax  you.  We've 


got  spacious  accommodations.  Famous 
Hilton  cuisine.  And  a  gracious  staff,  v/' 
So  next  time  you're  planning  that 
whirlwind  business  trip,  plan  it  /  ^ 
around  our  airport  Hiltons.  / 

For  information  and  reser-/ 
vations  call  your  local  Hilton  / 
Reservations  Service  or       /  ^j^^m 
your  travel  agent.  / 


There's  no  place  like  HILTON 
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ing  into  knits,  a  mistake,  has  been 
by  some  good  decisions.  In  1973 

se  bought  Seabrook  Foods,  a  $144 

;m  (sales)  frozen-food  processor, 
also   changed   the  management 

ture  to  allow  for  lower-level  deci- 

making. 

tese,  a  Wharton  M.B.A.,  likes  to 
on  the  move.  He  prefers  to  work 
ing  and  his  office  has  a  special 
up  desk.  Still  an  avid  jogger  and 

player  at  58,  he  had  to  give  up  his 
y  soccer  game  two  years  ago  when 

of  semipros  started  playing." 

the  native  Philadelphian  is  quite 
g  to  take  on  pros  at  his  own  game. 

Living  with  limits 

ond  O'Malley  is,  at  39,  Ireland's 
er  for  industry,  commerce  and  en- 
immy  Carter  should  have  it  so 
Last  year,  when  Irish  inflation  was 
ig  over  13%,  O'Malley  got  Ireland's 
inions — which  represent  over  75% 
nonfarm  work  force — to  accept  a 
policy  limiting  raises  in  1978  to 
hey  had  asked  for  12%.)  The  infla- 
te has  since  declined  to  7%  and  is 
ling,  while  real  economic  growth 
urred  by  agricultural  sales  to  the 
on  Market,  is  up  to  6.75%  and 
ing. 

did  O'Malley  get  that  crucial 
ent:    "By    promising    that  we 


would  create  jobs,"  he  told  a  luncheon 
audience  at  Houston's  Petroleum  Club 
recently.  It  won't  be  easy  to  keep  that 
promise:  Ireland  needs  250,000  more 
jobs  in  the  next  decade.  That's  a  huge 
addition  to  an  industrial  work  force 
numbering  only  350,000  today. 

The  problem  is  compounded  just  be- 
cause of  the  strides  Ireland  has  made  in 
educating  its  3  million  people.  If  gradu- 
ates don't  come  out  of  secondary  school 
with  at  least  a  couple  of  honors — A  aver- 
ages in  several  subjects — they're  not  like- 
ly to  get  into  an  Irish  university  or  get 
good  jobs  in  civil  service,  finance  or  in- 
dustry. So  tight  is  the  situation  in  white 
collar  employment  that  the  civil  service 
and  the  banks  are  withholding  accrued 
bonuses  from  women  who  wish  to  work 
after  marriage.  Emigration  has  begun 
again  after  a  ten-year  halt;  6,000  people 
have  left  the  country  in  the  last  two 
years,  mostly  for  Britain,  which  remains 
the  Irish  safety  valve. 

That's  why  O'Malley  came  to  Texas: 
to  ask  companies  to  open  offices  in  Ire- 
land and  employ  some  of  those  school 
leavers.  But  his  American  audience  was 
more  interested  in  how  the  island  re- 
versed its  inflation.  The  answ^er,  of 
course,  is  that  Ireland  is  used  to  living 
with  no  growth  and  slow  growth,  and 
that  tradition  of  limited  expectations 
makes  unions  more  pliable — or  responsi- 
ble— as  the  case  may  be. 

Real  talent 

"I'm  talented,  but  I'm  not  a  talent,"  says 
Lou  Adier,  who  still  claims  to  be  40,  as 
he  tries  to  explain  how  he  rose  from  the 
ethnic  Boyle  Heights  district  of  East  Los 
Angeles  to  become  first  a  successful  rcc- 


pcsnu»i(l  ()  Mcillcy 
ise  that  got  results  but  wont  be  easy  to  keep. 


It 
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/on  .Viler  of  I  p  In  .snu  ikc 
How  much  is  too  much? 


ord  producer  and  now  a  movie  director, 
whose  debut,  rp  hi  Smoke,  is  a  hit.  "I 
have  a  talent  for  organization,  taking  tal- 
ent, and  presenting  what  they  create." 

Up  In  Smoke  stars  the  Chicano-Chinese 
comedy  team  of  Cheech  &  Chong,  who 
made  a  medium-size  name  for  them- 
selves doing  routines  about  smoking 
marijuana  and  1960s  lifestyles.  The  pic- 
ture was  little  more  than  their  act.  Adler 
wanted  to  be  a  director,  so  he  financed 
the  entire  $1.6  million  cost  himself  and 
then  got  Paramount  to  distribute  it.  To 
date,  Adler  claims  the  film  has  grossed 
well  over  $30  million  at  the  box  office. 
For  Adler,  with  pieces  as  director,  pro- 
ducer and  financier,  there's  bound  to  be  a 
lot  of  net. 

Big  money  is  nothing  new  to  him. 
He's  already  worth  millions  from  produc- 
ing records  for  the  likes  of  Carole  King, 
whose  "Tapestry"  album  hung  on  the 
charts  for  years  and  was  probably  the 
biggest  seller  before  the  Saturday  Night 
Ferer  soundtrack.  In  1968  Adler  bought 
the  film  print  of  a  rock  concert,  Monterey 
Pop,  and  turned  a  nice  profit.  He  brought 
a  kinky  London  stage  show  called  77jc 
Rocky  Horror  Shoiv  to  Los  Angeles  and 
turned  it  into  a  movie  in  1973.  Five  years 
later,  it  still  grosses  over  $100,000  a 
weekend,  mostly  from  midnight  show- 
ings to  cultists. 

Adler  has  already  done  pretty  well  pro- 
moting Cheech  &  Chong.  Five  albums  of 
their  routines  have  sold  a  total  of  10 
million  copies  since  1972.  (Their  sixth, 
the  movie  sound  track,  is  to  be  distribut- 
ed by  Warner  Brothers.)  This  time,  how- 
ever, they  think  Adler  is  doing  too  well 
off  them,  and  they  plan  to  sue  for  a  bigger 
share  of  the  profits.  After  all,  this  may  be 
the  last  big  chance  for  an  act  built  on 
dope-smoking  and  the  1960s. 
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Satellite  sends 
salesmen  into  orbit. 


Is  the  annual  sales  meeting  moving  into 
he  space  age? 
Lanier  thinks  so. 

This  manufacturer  of  office  equipment 
leld  a  three-hour  sales  meeting  originating 
Q  Atlanta  and  broadcast  via  satellite  to  11 
ther  cities  on  giant  television  screens. 

Hdeo  conference  saves  Lanier 
»300,000. 

Had  each  salesman  traveled  to  Atlanta, 
le  cost  of  the  meeting  could  have  been  as 
igh  as  $600,000. 

By  conducting  the  closed-circuit 
Dnference  via  satellite,  Lanier  executives 
>timate  that  savings  in  transportation, 
dging  and  meals  cut  this  cost  in  half. 

hree-hour  show  is  seen 
y  2,000  sales  people. 

The  show  was  broadcast  live  via  Western 
nion's  Westar®  satellite  system.  Dubbed 
)peration  Lightning,"  the  meeting 
.unched  the  Lanier  line  of  office  products 
ith  extra  impact. 

The  telecast  was  beamed  from  Atlanta  to 
Westar  satellite  22,300  miles  in  space, 
rom  there  the  program  was  beamed  back 
earth  stations  for  viewing  coast  to  coast. 

Today,  video  conferences  are  the 


A  Westar  satellite  beamed  the  three-hour  Lanier  show  from 
Atlanta  to  11  U.S.  cities. 


exception  rather  than  the  rule.  But 
tomorrow,  experts  predict  they  will  become 
commonplace  as  business  leaders  recognize 
their  economic  advantages. 

Western  Union:  The  fastest  way 
to  get  the  word  around. 

With  two  Westar  satellites  in  orbit  (and  a 
new  generation  on  the  drawing  boards), 
Western  Union  is  the  fastest  way  to  get  the 
word  around. 

For  a  copy  of  our  latest  annual  report, 
please  write:  Boyd  Humphrey,  Public 
Affairs  Department,  Western  Union 
Corporation,  One  Lake  Street,  Upper  Saddle 
River,  N.J.  07458. 
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Adler,  on  the  other  hand,  has  a  multi- 
picture  deal  with  Paramount  and  more 
than  enough  milhons  of  dollars  to  keep 
movmg.  "What  could  a  corporation  pay 
me?"  he  asks  rhetorically.  "What  could  it 
do  for  me  that  I  couldn't  do  for  myself?" 

Monty  gets  his  man 

"Nine-Toed  Romeo"  had  a  rewarding  ca- 
reer seducing,  and  then  robbing,  middle- 
aged,  jewelry-laden  tourist  ladies  visiting 
British  museums.  He'd  get  decked  out  in 
his  afternoon  finest  and  stalk  his  lonely 
quarry.  He  might  still  be  successful  ex- 
cept that  he  also  stole  American  Express 
Travelers'  Checks,  and  that  brought 
Leonard  B.  (Monty)  Mountford  into  the 
picture. 

Mountford  is  the  Chief  Special  Agent 
in  charge  of  the  London  office  of  Ameri- 
can Express'  security  division — with  155 
people  in  21  offices  worldwide,  the  larg- 
est private  investigative  force  in  the 
world.  His  mission  is  to  gather  evidence 
and  build  cases  against  the  growing  army 
of  crooks  running  any  number  of  travel- 
ers' check  and  credit  card  scams.  Ameri- 
can Express  is  understandably  mum 
about  the  amount  of  fraud  losses,  but 
they  do  admit  losses  have  increased  28% 
as  a  percentage  of  sales  in  the  past  four 
years.  In  dollar  terms,  that  means 
they've  more  than  doubled,  given  the 


company's  recent  revenue  growth. 

"I've  wanted  to  be  a  detective  since  I 
was  12,"  says  the  62-year-old  steely- 
eyed  Mountford.  "My  father  was  a 
newspaperman  and  he  had  a  friend  who 
told  me  he  was  a  detective." 

By  the  time  Mountford  found  out  his 
father's  friend  was  really  a  whiskey  sales- 
man, he  was  already  chasing  terrorist 
gun  runners  in  post-World  War  n  Middle 
East.  He  left  the  British  army  in  1947 
and  signed  on  with  Scotland  Yard,  reach- 
ing detective  inspector  before  leaving  the 
legendary  "Flying  Squad"  to  join  Ameri- 
can Express  in  1963. 

One  major  difference  between  his 
Scotland  Yard  days  and  his  current  post, 
says  Mountford,  is  his  responsibility  to 
protect  the  name  of  the  company  and  the 
American  Express  customer — he  can't 
just  catch  crooks.  But  sometimes  he  gets 
help  from  unexpected  quarters. 

"This  chap  'Nine-Toed  Romeo'  was  a 
gentleman  to  the  last, "'recalls  Mount- 
ford. "He  made  a  complete  confession  of 
his  conquests  so  that  the  ladies  did  not 
have  to  appear  in  open  court."  That's  the 
kind  of  crook  a  chap  likes  to  chase. 

Squeeze  survived 

When  Raymond  H.  Herzog,  now  63,  took 
over  the  helm  at  Minnesota  Mining  & 
Mfg.  Co.  in  1975,  the  seas  were  stormy. 
The  technology  giant  had  just  gone 
through  a  Watergate-connected  slush- 
fund  scandal  and  was  still  in  the  throes  of 
the  oil  embargo  recession.  Earnings 
would  end  the  year  down  8%  to  $265 
million  on  a  meager  6.5%  sales  gain  to 
S3.1  billion.  A  grim  time  for  a  company 
routinely  accustomed  to  big  gains. 


Leonard  B.  Mountfurd  of  Amencaii  Express 

Chasing  crooks  is  what  he's  always  wanted  to  do. 


Raymond  H  Herzog  of  3.U  Corp. 
innovation  +  controls  =  profits. 

Herzog  knew  that  the  recession 
the  only  problem. 

The  famed  3M  entrepreneurial 
tive  system  has  spawned  over 
products  from  its  basic  sandpap 
glue  technology — everything  froi 
crofilm  to  masking  tape.  But  it  al 
nurtured,  he  felt,  a  generation  ol 
petitive  managers  who  were  not  ca 
enough  for  a  period  when  ecc 
growth  was  slowing.  Herzog  prac 
shut  down  some  operations.  He  1 
5,182  employees,  went  to  the  bar 
S300  million  to  finance  inventori 
read  the  riot  act.  Says  Herzog, 
probably  one  of  the  best  things  tha' 
have  happened  to  us.  Our  ma 
learned  a  lot  about  inflation,  about 
ages  and  about  inventory  control 
grew  up  overnight." 

Herzog's  shakeout  has  crea 
tighter  ship  than  ever.  Its  sales  hi 
hair  below  $4  billion  last  year,  3^ 
ings  increased  by  22%  to  $413  mil 
■$3.57  per  share.  This  year,  third-c 
earnings  jumped  41%  and  seem  I 
for  $4.80  per  share  for  the  year — 
increase.  Indisputably,  3M  is  a  i 
company  again. 

Herzog  says  that  because  of  this 
ening,  new  employee  hirings  are  n 
less  than  2%  per  10%  increase  in 
the  normal  ratio  is  1  to  2.  And 
grinding  out  over  100  new  prod 
year,  mostly  developed  in-house.  I 
is  a  recession  in  1979,  a  tough' 
should  prevail.  ■ 
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Stauffer's  stockholders'  equity 
has  more  than  doubled  since  1 972. 


STOCKHOLDERS' 
EQUITY  PER  SHARE' 


$30.99 


$27,38 


$23.59 


$19.95 


$16.65 


1972     1973     1974     1975     1976  1977 


And  earnings  were  up 
for  the  6th  consecutive  year. 

That's  not  typical 
for  chennica  companies, 
but  then  again,  we're  n 
a  typica  chemica  company. 


T 


Specialty  Products  for  Diversified  Markets 

^  Get  all  the  details  about  this  highly-individual,  record-breaking  company 

cH^ifcl:?''  Write  for  copies  of  our  Annual  Report  and  latest  quarterly  report  today 
[  J  stauffer  Chemical  Company  Dept.  E,  Westport,  CT  06880. 


\bu  don't  have  to  work 
for  a  big  company  to  have 
a  great  retirement. 


Call  Prudential  about  a 
tax-deferred  retirement  plan 

.U's-^ue.  You  can  have  a  great  retirement.  All  you  need  is  ai 
tax-deferred  retirement  plan  from  Prudential. 

Take  the  Prudential  HR-IOplan.  It's  good  for  anyone 
who  IS  his— or  her— own  boss.  You  can  put  as  much  as  1 51 
of  your  yearly  earned  income,  up  to  $7,500,  in  your  plan. 

If  you're  not  your  own  boss,  and  your  company 
doesn't  have  a  pension  plan,  it  pays  for  you  to  look  into  a 
Prudential  Individual-Retirement  Annuity  With  this  plan, 
you  can  apply  1 5%  of  your  annual  earned  income,  up  to 
$1 ,500,  toward  your  retirement  program.  (An  additional 
spouse  benefit  may  be  available.) 

With  any  Prudential  Tax-Deferred  Plan,  your  contribu 
tions  are  tax  deductible.  And  all  the  funds  in  your  plan, 
including  interest,  are  not  taxable  until  you  retire.  By  them 
you'll  probably  be  in  a  lower  tax  bracket.  So  you  don't  ha\ 
to  work  for  a  big  company  to  r%       g  m 

enjoy  a  great  retirement.  Just  f  |^  PtUUBntlSl 


call  your  Prudential  Agent. 

The  Prudential  Insurance  Company  of  America 


Life  Health  Auto  Home 
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MONEY  &  INVESTMENTS 

momic  policymakers  should  he  able  to 
ist  using  old  medicines,  hut  will  their politi- 
advisers  let  them? 

I  Add  one  dose  of 
ising  unemployment 


By  John  Berry 

!  i  D^MKNT  Will  be  rising  next  year 
Lconomy  slows  down.  So  far  the 
iistration  stoutly  denies  either  will 
1   but  Federal  Reserve  Chairman 
'  ai  Miller  has  joined  the  growing 
believers.  He  argues  there  will 


be  no  recession,  only  too  little  growth  to 
absorb  the  growing  labor  force.  Still,  even 
a  mild  recession  could  send  today's  5.8% 
unemployment  to  7%  or  more. 

The  key  policy  question  for  next  year 
will  be  what  limmy  Carter  and  Congress 
do  if  the  rate  climbs.  Will  the  political 
pluses  of  fighting  inflation  lead  them  to 


hunker  down  and  just  let  it  happen? 

At  the  moment,  Carter  is  concerned 
about  prices— period.  But  also  at  the  mo- 
ment, the  economy  is  close  to  full  em- 
ployment, an  economy  that  created  near- 
ly 3.9  million  jobs  in  the  last  12  months. 
In  October,  there  were  101.1  million  peo- 
ple in  the  civilian  work  force  and  95.2 
million  of  them  had  jobs.  Of  the  5.9 
million  persons  unemployed,  nearly  half 
had  been  out  of  work  for  less  than  five 
weeks.  Only  607,000  had  been  without  a 
job  for  more  than  six  months. 

That  tightness  in  the  labor  market  is 
one  reason  pay  increases  are  so  big.  In 
the  short  run,  higher  unemployment 
won't  do  much  to  ease  this  driving  force 
behind  cost-push  inflation.  With  a  higher 
minimum  wage  and  Social  Security  tax 
boosts  due  Jan.  I,  that  figure  will  get 
worse  before  it  gets  better.  And  since 
productivity  gains  will,  at  best,  remain 
poor,  inflation  will  stay  high. 

A  mild  recession  next  year  could  pro- 
duce both  rising  unemployment  and  us- 
ing einploymoit.  Here's  why.  The  present 
101.1  million-person  labor  force  will 
grow  by  nearly  2.5  million  next  year. 
Even  with  the  recession,  at  least  1  mil- 
lion or  so  new  jobs  could  be  created — 
meaning  that  the  number  of  unemployed 
might  jump  by  1.5  million  or  less. 

Developments  along  such  a  line  could 
make  for  tough  political  choices.  The 
policymakers  could  look  at  the  bright 
side,  the  growth  in  jobs,  and  resist  the 
traditional  political  response  to  rising 
unemployment:  Cut  taxes,  increase 
spending  and  ease  monetary  policy  to 
stimulate  the  economy.  But  many  people 
with  pet  programs  will  focus  on  the 
gloom,  the  rise  in  unemployment,  and 
argue  that  as  a  reason  to  spend  more. 

A  recession  would  doom  the  Presi- 
dent's hopes  for  a  budget  deficit  of  $30 
billion  or  less,  primarily  because  tax  re- 
ceipts would  plummet  as  incomes  fall. 
But  there's  no  cxoiio)}iic  reason  why 
Carter's  tight  spending  target  should  be 
scrapped.  Some  increases — for  example, 
more  for  unemployment  insurance — 
would  be  unavoidable.  But  others,  like 
big  new  increases  in  veterans'  pensions, 
should  be  resistible.  Any  stimulus  should 
be  in  the  form  of  lower  interest  rates. 

Which  way  will  Jimmy  jump?  Given 
his  political  advisers — who  did  so  much 
to  put  him  in  his  present  inflation  box — 
there  is  real  danger  that  the  spending  lids 
are  likely  to  be  cracked  open.  ■ 


A  full  emplojrment  picture  about  to  change 


Total  employment  is  above  95  million  for  the  first  time,  and  unem- 
ployment is  down  to  5.8% .  A  mild  recession  could  push  it  close  to 
7%  a  year  from  now,  but  the  rate  of  wage  increase  should  be  slowing. 

1976  1977  1978 

"Z-  Il2l3l4|ll2l3l4|ll  2l3l"\ 


i-fami  business  data:  Bureau  of  Labor  Statistics,  seasonally  adjusted 


•ECEMBER  1  1,  1978 


129 


Capital  Markets 


There  are  special  fac- 
tors influencing  the 
market. 

TAX-FREES: 
TO  BUYC« 
NOT  TO 
BUY?  

By  Ben  Weberman 

Because  of  booming 
demand  from  individ- 
ual investors,  yields  on 
tax-exempt  bonds  have 
not  gone  as  high  (that 
is,  prices  have  not 
dropped  so  low)  as  they 
did  during  the  last  peak 
in  interest  rates,  which 
was  in  the  summer  of 
1975.  At  that  time,  30-year,  prime  qual- 
ity tax-exempts  yielded  6.7%.  The  cur- 
rent yield  is  5.8%  for  similar  quality  30- 
year  issues.  That's  still  pretty  good.  For  a 
person  in  the  50%  tax  bracket — and 
that's  no  tiny  minority  when  you  com- 
bine state  and  federal  taxes — it  is  equiv- 
alent to  an  11.6%  taxable  yield. 

What's  ahead  for  the  tax-exempt  mar- 
ket? Is  this  a  good  time  to  buy?  There  are 
special  factors  influencing  this  market, 
completely  aside  from  those  influencing 
interest  rates  in  general.  Not  surprising- 
ly, too,  these  special  factors  arise  out  of 
the  tax  laws. 

The  Revenue  Act  of  1978  cuts  rates 
sharply  for  corporations  with  incomes  of 
less  than  $100,000.  It  is  very  low  for  the 
first  $25,000  of  taxable  profits — only 
17%.  It  works  up  to  an  average  27 '/2% 
for  a  company  or  bank  with  $100,000  of 
taxable  income;  this  compares  with 
34 '/4%  under  the  prior  schedule.  Over 
$100,000,  the  rates  now  are  46%,  down 
from  48%. 

This  change  is  bound  to  make  tax-free 
bonds  much  less  appealing  to  smaller 
commercial  banks.  The  vast  majority  of 
banks,  perhaps  10,000  of  the  14,000  in 
the  country,  fall  in  this  category.  They 
hold  about  $20  billion  of  tax-frees.  They 
will  now  want  to  replace  some  of  them 

Ben  Webemian  is  economics  editor  of  Forbes 
magazitze. 
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with  higher  yielding  taxables. 

Insurance  companies,  however,  have 
increasing  need  to  buy  state  and  local  debt 
issues.  The  change  comes  about  as  a  result 
of  two  tax  laws  designed  specifically  to 
ease  insurance  company  problems.  One 
dates  back  to  the  1950s  when  the  life 
insurance  companies  were  in  financial 
difficulties  because  much  of  their  invest- 
ment portfolio  carried  a  return  of  only  3% 
or  4%.  They  pressed  for  tax  relief  and 
received  it.  But  now  they  are  prosperous 
and  this  law  has  backfired  and  is  pushing 
them  into  high  brackets.  Instead  of  the 
initial  8%  tax  rate  of  two  decades  ago 
assessed  under  a  special  life  insurance 
company  formula,  some  of  the  more  suc- 
cessful life  companies  have  passed  the 
40%  tax  bracket  and  are  heading  for  a  full 
46% .  The  rate  has  moved  so  high  because 
of  longer  mortality  of  insured  clients  and 
because  of  the  more  generous,  8%  or  so, 
average  portfolio  return  today. 

The  same  is  true,  but  for  somewhat 
different  reasons,  for  the  fire  and  casual- 
ty insurance  companies.  Right  now  they 
are  flush  with  earnings  and  are  big  buy- 
ers of  tax-frees.  The  usual  pattern  here 
has  been  a  few  fat  years  followed  by  lean 
years.  The  lean  years  are  coming  again 
to  this  industry,  but  the  effect  will,  be 
mitigated  this  time  by  a  provision  of  the 
Tax  Reform  Act  of  1976,  which  permits 
life  insurance  companies  that  are  part  of 
a  multiline  life-property-casualty  com- 
pany to  start  consolidating  income  tax 
returns  instead  of  filing  separate  ones 
after  1980.  The  purpose  was  to  bring 
some  of  he  salife  insurance  earnings 
and  reserves  into  the  property-casualty 
business,  which  was  going  through  a 
lean  period  then. 

Putting  all  this  together,  I  would  ex- 
pect that  overall  demand  will  expand 
considerably  for  tax-exempt  bonds.  What 
the  smaller  banks  give  up  will  be  made 
up  in  sales  to  the  insurance  industry. 

The  changes  will  not  offset  each  other 
directly,  however.  There  will  be  a  reshap- 
ing of  the  yield  curve — over  the  next 
several  years — with  short-term  rates  of 
return  rising  relative  to  long-term  yields. 
Banks  concentrate  on  the  shorter  matu- 
rities as  a  rule,  say  those  up  to  ten  years. 
They  will  pull  back.  Insurance  compa- 
nies reach  out  for  the  longest,  highest- 
return  maturities. 

As  these  changes  in  demand  work 
themselves  out  in  the  market  place,  rates 
of  return  on  tax-frees  due  in  one  year  to 


ten  years  will  be  much  closer  to  th 
on  long-terms.  Of  course,  the  entir 
of  yields  by  maturity  will  rise  ai 
with  trends  in  the  economy  and 
sponse  of  the  Federal  Reserve  to  < 
demands  for  credit. 

James  S.  Schafer,  executive  vice 
dent  of  First  American  Bank  &  Tn. 
of  Ft.  Atkinson,  Wis.,  sets  out  the  s 
io  for  the  banking  side.  "The  lie 
and  yield  on  governments  are  bettc 
on  short-term  tax-exempts"  und 
new  law,  he  says.  In  fact,  Scha) 
lieves  that  more  than  half  of  the  b,; 
Wisconsin  will  have  no  future  nj 
additional  tax-exempt  bonds.  Sot 


"For  impeccable  qwMt\\ 
great  yields,  stick  to  the  '\ 
sury  or  GNMA  issues." 


says,  may  even  become  sellers. 

But  taking  this  logic  a  step  furl 
becomes  plain  that  the  casualty 
nies  will  provide  a  strong  base  of  s 
for  the  longer-term  tax-free  bon<| 
will  be  coming  to  market  in  large  v 
over  the  next  several  months  at  k 

1  would  be  cautious  in  planning 
strategy,  however.  Right  now 
exempt  bond  rated  Aaa,  such  as  th 
of  Illinois  or  Harris  County,  Tex., 
5.8%  on  the  30-year  maturity, 
equivalent  to  11.6%  taxable  in  th 
bracket.  On  the  other  hand,  a  Ti 
30-year  bond  has  a  taxable  yield  o 
and  a  U.S.  full  faith  and  credit  C 
pass-through  mortgage  pool  pai 
tion  certificate  has  a  yield  of 
9.15%.  A  more  normal  difference! 
call  for  a  6.8%  yield  on  the  tax-fre» 
The  5.8%  is  good  for  a  high-brack 
vidual,  not  so  for  a  low-income  bi 

For  that  reason,  I  would  hold 
purchase  of  the  highest  quality  ta 
For  impeccable  quality  at  great 
stick  to  the  Treasury  or  GNMA  is 

If  you  want  or  need  tax-exempi 
there  are  attractive  issues  amoi 
frees.  In  recent  months  and  fon 
months  ahead,  a  massive  volume 
trie  utility  bonds  will  be  coming 
ket.  The  size  of  these  offerings  is  i 
that  the  rates  of  return  have  been 
in  order  to  draw  orders.  The  suj 
keeping  ahead  of  very  strong  di 
Typically,  an  A-plus-rated  North 
na  Municipal  Power  Agency  bond! 
uled  for  maturity  in  30  years  ca 
return  of  6.75%.  The  quality  is  gol 
1  would  not  hesitate  to  take  sij^^ 
these  into  a  portfolio.  ■ 
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)n  the  Big  Board 
JICOR  is  known  as  GAS! 
fou  should  know  us  as 
rhe  Basic  Energy  Company.' 


at'saNICOR? 

I  'e  the  corporation  with  revenues  of 
I '  billion  that's  getting  down  to 
ICS  in  energy.  Basic  energy  sources 
coal,  oil,  uranium,  and  natural  gas. 
}  hern  Illinois  Gas  is  our  major  sub- 
i  ary.  It's  the  fifth  largest  natural  gas 
ibution  company  in  the  nation, 
one  of  the  most  efficient.  Our  cus- 
jr-to-employe  ratio  is  the  best  of 
known  gas  distribution  company 
9  nation  while  distribution  expense 
I  customer  is  among  the  lowest  in 
I  ndustry. 

jt  gas  distribution  is  just  one  of  our 
:  c  energy  activities. 

•■  hore  and  offshore,  we're  into 
I  oration 

subsidiaries  participate  in  oil  and 
1 5xploration  projects  all  the  way 
1  Belize,  up  to  offshore  Texas  and 

iiana.  And  through  the  lower 

ates,  into  Canada  and  out  to 

ore  Alaska, 

I  :  Leasing,  mining  and 
ication 

'R  Minerals  controls  about  one 
1  tons  of  recoverable  coal  in 
;  s  NICOR  Mining,  another  sub- 
•  y.  has  entered  into  a  joint  venture 

16  a  portion  of  those  reserves. 
'  lur  Mid-Continent  Gasification 
diary  is  a  participating  member 
Illinois  Coal  Gasification  Group 
g  on  the  first  phase  of  a  coal 
^ation  demonstration  plant. 

|ig  rigs  and  equipment 

I  newly-acquired  assets  are  en- 
in  contract  drilling  for  other  oil 
IS  producers. 


New  energy  ventures 

In  today's  modern  era  the  proven, 
efficient  energy  company  is  best  suited 
to  lead  the  way  in  coming  years.  That's 
why  you'll  find  a  NICOR  subsidiary  in 
the  Overthrust  Belt  of  the  Rocky 
Mountains. 

You'll  find  a  NICOR  subsidiary  work- 
ing with  an  industry  association  to 
subsidize  research  into  "exotic"  en- 
ergy sources.  Extracting  hydrogen 


NICOR 

The  Basic  Energy  Company 


from  water,  converting  marine  biomass 
to  methane  and  tapping  geo-pressur- 
ized  zones  where  trillions  of  cubic  feet 
of  natural  gas  lie  trapped  in  brine. 

Energy's  basic  to  NICOR  and 
NICOR's  basic  in  energy 

We're  the  basic  energy  company  now. 
And  we'll  be  basic  in  energy  in  the 
future.  Whatever  that  energy  is.  For 
more  information,  write  J.  M.  Ouigley, 
Financial  Vice  President  and  Secre- 
tary, NICOR  Inc.,  Box  200,  Dept. FB-2, 
Naperville,  IL  60540. 


Market  Comment 


The  decline  in  the  stock 
market  since  early  Sep- 
tember means  the  mar- 
ket has  come  a  long 
way  toward  discount- 
ing the  consequences 
of  effective  inflation 
controls. 

IMPACT 
OF  IN- 
FLATION 
CON- 
TROLS^, 

By  Lucien  O.  Hooper 


Prksident  Carter  says 
he  means  business.  I 
I  ^K^^^  believe  him.  He  has  re- 

*  ~"    '  solved  to  control  infla- 

tion. He  recognizes 
that  he  cannot  do  it 
without  hurting  busi- 
ness. It  foUovsfs,  I  think, 
that  lower  corporation 
profits,  less  economic 
growth  and  probably  more  unemploy- 
ment should  be  expected  in  1979. 

Don't  jump  to  the  conclusion,  howev- 
er, that  lower  earnings  (temporarily) 
necessarily  mean  still  lower  stock 
prices.  The  decline  in  the  stock  market 
since  early  September  means  the  mar- 
ket has  come  a  long  way  toward  dis- 
counting the  consequences  of  effective 
inflation  controls.  The  markets  some- 
times have  a  way  of  knowing  things 
before  the  public  does.  After  all,  an 
economy  approaching  double-digit  infla- 
tion does  not  inspire  confidence.  An 
economy  suggesting  that  inflation  is  un- 
der control  makes  investors  feel  better. 

It  should  be  recognized,  however, 
that  the  President  and  his  advisers  are 
attacking  the  consequences  of  inflation 
rather  than  its  causes.  The  real  cause  of 
inflation  at  home  and  abroad  is  an  ex- 
cess of  v/hat  economists  call  transfer 

Lucien  O.  Hooper  is  i  'ice  president  of  the  NVSE  firm 
of  nomson  McKinnon  Securities 


payments.  A  perhaps  adequate  defini- 
tion of  transfer  payments  is  buying 
power  awarded  without  requiring  a  quid 
pro  quo  as  a  contribution  to  the  wealth 
of  society.  Transfer  payments  increase 
the  ability  to  buy  without  increasing 
the  available  goods  and  services.  So 
transfer  payments  always  are  an  infla- 
tionary influence. 

Transfer  payments  are  wonderful  to 
receive,  and  politically  exceedingly  diffi- 
cult for  governments  to  take  away.  Ap- 
proximately one  family  out  of  every  two 
in  the  U.S.  is  receiving  transfer  pay- 
ments in  the  form  of  Social  Security, 
pensions,  relief  payments,  unemploy- 
ment insurance  or  subsidies. 

I  don't  see  any  prospect  of  more  than 
an  insignificant  whittling  away  of  these 
transfer  payments,  or  of  any  more  than 
a  minority  political  revolt  against  them. 
Anyone  who  thinks  that  the  end  of 
relief  and  the  end  of  waste  in  govern- 
ment (even  if  it  could  be  ended)  will 
end  inflation  just  doesn't  understand 
the  sanctity  of  the  other  larger  transfer 
payments. 

What  I  am  trying  to  say  is  that  the 
effect  of  high  interest  rates,  plus  probably 
rationed  loans,  could  be  to  bring  the  rate 
of  inflation  dovm  to  around  4%  to  6%; 
but  that  unless  transfer  payments  are 
greatly  reduced,  the  longer-term  deterio- 
ration in  the  buying  power  of  the  dollar 
will  continue.  I  suppose  Mr.  Carter's  late- 
ly improving  popularity  will  decline  as 
business  deteriorates.  I  am  not  at  all  sure 
that  the  stock  market  will  go  down, 
however,  just  because  corporation  earn- 
ings are  dropping  10%  or  15%  in  1979 
against  an  increase  in  profits  of  approxi- 
mately 20%  in  1978. 

From  time  to  time,  the  stock  market 
indulges  in  excesses.  That  is  because  the 
extreme  pessimism  (or  optimism)  of  as 
little  as  5%  or  10%  of  the  people  who 
own  stocks  results  in  a  very  wide  price 
fluctuation.  Some  stocks  are  selling  sud- 
denly at  what  would  appear  to  be  quite 
low  prices  in  relation  to  the  value  back  of 
them.  One  that  I  have  noticed — I  cite  it 
only  as  an  example — is  General  Tire  & 
Rubber,  paying  $1.50  and  probably  earn- 
ing around  $5  a  share. 

General  Tire,  with  the  stock  around  23 
and  the  bonds  and  preferred  stock  at 
approximately  par  (actually  they  sell  at  a 
discount),  is  appraised  in  the  market  at 
about  S443  million.  Deducting  a  net 
working  capital  of  about  $435  million, 
the  physical  assets  and  goodwill  of  the 
company  are  appraised  at  a  nominal 
amount.  The  fifth-largest  rubber  com- 
pany owns  all  of  the  capital  stock  of 
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Aerojet-General  and  RKO  Go 
which  operates  radio  and  televisic 
tions  in  New  York,  Los  Angeles,  E 
and  Memphis  and  radio  stations  i 
Francisco,  Chicago,  Washington 
Fort  Lauderdale.  Eventually,  it  isi 
ning  to  distribute  the  company's, 
ings  of  RKO  General  to  stockholds 
Attention  also  is  directed  to  Mut} 
(48),  down  from  a  high  of  57'/2  thi 
Murphy  Oil,  in  addition  to  prodi. 
exploration,  refining  and  mar 
properties,  has  a  10%  interest  i 
recent  Texaco  discovery  in  the 
more  Canyon,  52%  of  the  coi 
stock  of  Ocean  Drilling  &  Explc 
and  an  interest  in  a  farm  and  i 
company  headquartered  in  Ark 
One  of  the  many  appeals  of  this  st 
that  the  company  has  12.4  million 
outstanding,  about  one-third  owr 
the  Murphy  family.  This  makes  an 
coveries  in  the  Baltimore  Canyon 
much  more  important  to  it  than  c 
cries  in  that  area  made  by  larger  c 
nies  with  much  bigger  capitalizj 


"Anyone  who  thinks  thatl 
end  of  relief  and  the  em 
waste  in  government  (evi\ 
it  could  be  ended)  will  eiul 
flation  just  doesnt  ur\ 
stand  the  sanctity  of  the  c| 
larger  transfer  programs  A 


For  instance,  Texaco  has  approxin 
271.4  million  shares  outstanding,  1 
446. 1  million  shares  and  Mobil  Oil 
million  shares. 

Some  months  back,  this  colun 
pressed  the  opinion  that  one  of  the 
est  growth  areas  of  the  contemi 
economy  is  air  travel.  All  current 
tics  concerning  the  airlines  confir 
opinion;  and  the  huge  backlog  of  ai 
orders  of  Boeing  (63)  indicate  th 
growth  is  expected  to  continue.  I 
not  hesitate  to  keep  and  buy 
Boeing  (which  probably  will  eami 
this  year  and  more  next);  i'AL  (29), 
reported  $6.59  a  share  for  the  Sepfl 
quarter,  including  $3.05  a  share  ta:: 
itS;  Tratis  World  Airlines  (16),  wh 
expected  to  report  $5.50  a  share  foi 
and  Eastern  Airlines  (8)  as  a  benefic 
growing  Florida  traffic.  The  weak  t 
cal  position  in  airline  shares  that  re 
from  the  summer  enthusiasmi 
seems  to  be  corrected.  ■ 
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.et  Value  Line  Help  You  Identify 

too  STOCKS  TO  AVOID  NOW 

Vus  100  stocks  that  may  outperform 
nost  others  in  the  next  12  months 


fi  otherwise  solid  stock  portfolio  can  be 
ild  back  by  a  few  "misfits."  So  it's  im- 
■rtant  to  be  able  to  identify  the  "weak" 
,)cks  as  well  as  "strong"  ones.  And  to  be 
'mediately  aware  of  significant  changes  in 
iy  of  your  stocks.  That's  why  The  Value 
iie  Investment  Survey  every  week  of  the 
far  ranks  1700  stocks— each  relative  to  all 
S3  others— for  Probable  Market  Per- 
i  mance  in  the  next  12  Months,  as  follows: 

■  00  stocks  are  ranked  1  (Highest) 
00  stocks  are  ranked  2  (Above  Average) 
lOO  stocks  are  ranked  3  (Average) 
00  stocks  are  ranked  4  (Below  Average) 

00  stocks  are  ranked  5  (Lowest) 

!  te;  Not  every  stock  will  always  perform  in 
E  ;ordance  with  its  rank.  But  it  is  a  fact  that 
f  orably  ranked  stocks,  as  a  group,  have 
c  performed  poorly  ranked  stocks  with  re- 
r,  rkable  consistency  since  the  ranking  sys- 
!  1  was  introduced  in  1965. 
i  lile  past  performance  can  never  guar- 
:  ee  future  success,  this  record  of  more 
I  n  a  decade  of  successful  discrimination 
:  jngly  suggests  that  you  can  tilt  the  in- 
,  tment  probabilities  in  your  favor  by  by  at 

St  taking  note  of  what  the  Value  Line 

ks  are  saying. 

I  0  Stocks  to  avoid  now 

'  ranks  are  designed  to  measure  prob- 
t!9s.  We  expect  higher-ranked  stocks  to 
jp  more  in  a  rising  market— or  down  less 

1   market  drop — than  lower-ranked  stocks. 

'  i  conversely.  .  .  . 
e  expect  the  400  stocks  ranked  4  or  5 
r  performance  to  go  DOWN  MORE  or 

iP  LESS,  on  average,  than  the  1300 

-^'hers  within  the  12  months  directly 

j;iead. 

I  s  400  stocks  currently  ranked  unfavor- 
I  y  (Value  Line  Oct.  20)  Include  some  very 
i  names.  Just  a  few  of  them  are  ALLIED 
:  EMICAL.  COLGATE-PALMOLIVE,  GETTY 
;  ,  KELLOGG,  SINGER  CO.,  AMERICAN 
!  a.NDS.  AMERICAN  CAN.  (This  may  show 
'  you  shouldn't  confuse  the  excellence 
5  company  with  the  current  timeliness 
:  I  commitment  In  the  stock.) 

)king  for  performance? 

■  if  your  primary  objective  is  yield,  or 
ty,  or  long-term  appreciation,  we  sug- 
you  stay  away  from  stocks  currently 

1  ed  4  or  5  by  Value  Line  for  Next-12- 
"  ths  Performance. 

,  of  course,  if  superior  relative  price  ac- 
i  IS  what  interests  you  most,  then  we  sug- 
you  give  special  attention  to  the  100 
:  ks  currently  ranked  1  (Highest)  by  Value 
for  Probable  Market  Performance  in 
Text  12  Months. 

t  lated  every  week 

'  y  week— for  EACH  of  1700  stocks— The 
.  e  Line  Investment  Survey  in  its  Sum- 
'  &  Index  presents  the  up-to-date  .... 
1  ank  for  Relative  Probable  Price  Perfor- 
lance  in  the  Next  12  Months— ranging 
om  1  (Highest)  down  to  5  (Lowest). 


b)  Rank  for  Investment  Safety  (from  1  down 
to  5). 

c)  Estimated  Yield  in  the  Next  12  Months— 
(100  stocks  offer  yields  of  9.3%  and  up- 
value Line  Nov.  3). 

d)  Estimated  Appreciation  Potentiality  in 
the  Next  3  to  5  Years— showing  the  future 
'target"  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are 
in  the  215%  to  480%  range— Value  Line 
Nov.  3). 

e)  Current  price  and  P/E,  plus  estimated 
annual  earnings  and  dividends  in  current 
12  months.  Also  the  stock's  Beta. 

f)  Very  latest  available  quarterly  earnings 
results,  and  estimated  quarterly  earnings 
twelve  months  in  advance,  and  dividends, 
together  with  year-earlier  comparisons. 

In  addition,  each  of  the  1700  stocks  is  the 
subject  of  a  comprehensive  new  full-page 
Rating  &  Report  at  least  once  every  three 
months— including  22  series  of  vital  financial 
and  operating  statistics  going  back  15  years 
and  estimated  3  to  5  years  into  the  future. 

Special  Offer 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two 
years,  you  can  now  receive  the  complete 
Value  Line  Investment  Survey  for  the  next  10 
weeks  for  only  $29  (about  half  the  regular 
rate).  We  make  this  special  offer  because  we 
have  found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period  stay 
with  it  on  a  long-term  basis.  The  increased 
circulation  enables  us  to  provide  this  service 
for  far  less  than  would  have  to  be  charged 
our  long-term  subscribers  were  their  num- 
ber smaller.  Your  trial  will  include  the 
following: 

EVERY  WEEK  a  new  SUMMARY  &  IN- 
DEX section  (32  pages) . . .  showing  the 
current  ratings  of  1700  stocks  for  future 
relative  Price  Performance  and  Safety — to- 
gether with  their  Estimated  Yields  and  the 
latest  earnings,  dividends  and  P/E  data. 


EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages) . . .  with 
full-page  analyses  of  about  130  stocks.  Dur- 
ing the  course  of  every  13  weeks,  new  full- 
page  reports  like  this  are  issued  on  all  1700 
stocks,  replacing  and  updating  the  previous 
reports  which  will  be  sent  to  you  already 
filed  in  your  binder  as  a  bonus.  Filing  takes 
less  than  a  minute  a  week.  All  this  material 
is  so  organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated  report 
on  almost  any  leading  stock. 

EVERY  WEEK  a  new  SELECTION  A 
OPINION  section  . . .  with  a  detailed 
analysis  of  an  Especially  Recommended 
Stock— plus  a  wealth  of  investment  back- 
ground including  the  Value  Line  Composite 
Average  of  more  than  1700  stocks. 

PLUS  THIS  $45  BONUS  .  .  .  Value  Line  s 
complete  2400-page  Investors  Reference 
Service  (available  separately  for  $45),  with 
our  latest  full-page  reports  on  all  stocks 
under  review — fully  indexed  for  your  im- 
mediate reference— to  be  updated  by  new 
reports  sent  weekly. 

AND  THIS  BONUS,  TOO. . .  The  64- 
page  booklet,  "Investing  in  Common  Stocks," 
which  explains  how  even  inexperienced  in- 
vestors can  apply  thousands  of  hours  of 
professional  research  to  their  own  portfolios 
by  focusing  on  only  two  unequivocal  ratings, 
one  for  Timeliness  (Performance  in  next  12 
months),  the  other  for  Safety. 

MONEY-BACK  GUARANTEE 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full 
refund  of  your  fee. 

This  subscription  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  investments. 
To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 
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SIGNATURE 


The  Value  Line  Investment  Survey 

Arnold  Bernhard&  Co.,  Inc.*  711  Third  Avenue*  New  York,  N.Y.  10017 

□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A   famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  en- 
closed— send  me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 


a  OOO 

cecBO 
cec  oc 
cccao 
crooo 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


$295.  (Does  not  include  the  calculator.) 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able. Foreign  rates  on  request.  (NY  residents 
add  sales  tax.) 


Stock  Comment 


Politicians,  business- 
men, labor  leaders 
and  even  economists 
are  quite  willing  to  put 
up  with  inflation,  but 
they  shudder  at  the 
mere  thought  of  even  a 
tiny  bit  of  deflation. 

ONE- 
SIDED 
PSY- 
CHOLOGY 


By  Heinz  H.  Biel 


J0^-'^  They  love  the  bull 
\V  and  hate  the  bear.  A 
,iiao(i  market  is  one  go- 
ing up.  A  sharp  decHne 
is  front-page  news  Uke 
any  other  disaster.  Ris- 
ing prices  seem  to  cre- 
ate an  atmosphere  of 
well-being,  affluence, 
prosperity. 
I  am  not  only  thinking  of  Wall  Street, 
where,  almost  without  exception,  people 
only  look  for  stocks  that  may  go  up. 
Whether  in  agriculture  or  industry  or  real 
estate,  it  is  rising  prices  that  bring  out 
the  smiles.  Falling  pnces  are  viewed  as  a 
calamity,  be  it  in  stocks,  Florida  condo- 
miniums, beef  or  digital  watches. 

Strangely  enough,  we  always  seem  to 
forget  that  rising  prices  favor  only  the 
potential  seller  and  are  disadvantageous 
for  the  prospective  buyer.  We  rarely 
think  of  the  poor  chap  who  wants  to  buy 
a  home  for  his  family  in  Southem  Cali- 
fornia, or  the  housewife  shopping  in  the 
supermarket. 

Politicians,  businessmen,  labor  leaders 
and  even  economists  are  quite  willing  to 
put  up  with  inflation,  but  they  shudder  at 
the  mere  thought  of  even  a  tiny  bit  of 
deflation.  The  nice  thing  about  inflation 
is  that  it  makes  debt  less  painful;  it 
serves  to  increase  the  value  of  inven- 
tories; and  it  puts  more  money  into  a 

Heinz  H  Biel  isa  vice  president  oftheSYSEfirm  of 
Janney  Montgomery  Scott. 


wage  earner's  pocket. 

It  is  this  one-sided  psychology,  infuri- 
ating as  it  may  be  to  some  of  us,  that  has 
gotten  us  into  the  mess  in  which  we  find 
ourselves  now.  The  belated  recognition 
of  the  danger  to  our  nation's  economic, 
social  and  even  political  health  has  final- 
ly led  to  a  comprehensive  series  of  anti- 
inflation  measures.  If  they  are  to  achieve 
their  objective,  they  are  bound  to  hurt. 

Although  at  best  these  measures  will 
only  slow  down  the  rate  of  inflation,  they 
are,  of  course,  inherently  deflatiotiary  Be- 
cause of  that  widely  prevailing  mental- 
ity, which  intuitively  favors  inflation, 
Mr.  Carter's  program  is  sure  to  enjoy 
limitless  unpopularity  and  obstruction- 
ism. Addicts  don't  look  forward  to  with- 
drawal pains. 

I  have  my  doubts  about  the  effective- 
ness of  the  wage  price  guidelines  pro- 
gram, even  though  its  chief  administra- 
tor, Alfred  E.  Kahn,  is  tough,  able  and 
determined  to  make  it  a  success.  Howev- 
er, the  main  burden  of  the  anti-inflation 
fight,  attacking  the  roots  rather  than  the 
symptoms,  remains  on  the  one  hand 
with  the  Federal  Reserve,  which  must 
limit  the  creation  as  well  as  the  use  of 
credit,  and  on  the  other  hand  with  the 
Administration's  efforts  to  reduce  the 
federal  budget  deficit. 

The  Street  is  skeptical.  So  is  Europe 
and,  presumably,  Japan.  So  far  the  dollar 
is  holding  its  own,  some  10%  or  so  above 
the  late-October  lows,  when  near-panic 
swept  the  foreign  exchange  markets.  It  is 
not  known,  however,  how  much  sup- 
porting intervention  by  the  various  cen- 
tral banks  is  needed  to  maintain  this  fair 
degree  of  stability.  In  any  event,  the  dol- 
lar is  not  out  of  the  woods  yet,  not  by  a 
long  shot,  and  our  monetary  policy  will 
have  to  remain  restrictive.  And  that 
means  tough,  not  gentle. 

It  IS  clear  that  these  policies,  which  are 
designed  to  curb  an  unduly  ebullient, 
credit-inflated  economy,  involve  the  risk 
of  a  recession.  Under  the  circumstances, 
this  must  be  considered  the  minor  evil. 
The  stock  market  is  aware  of  this  risk 
and  it  is  apprehensive  about  it.  If  there 
should  be  a  recession  next  year,  will  it  be 
deep  or  shallow?  To  what  extent  has  this 
contingency  been  discounted  by  the 
present  lower  level  of  stock  prices?  We 
don't  know;  thus  it  seems  to  be  a  pru- 
dent policy  for  investors  to  travel  light. 

Right  now  the  market  shows  signs  of 
being  oversold.  It  could  have  a  good  rally 
toward  the  year's  end,  but  I  see  no  sign  of 
a  firm  bottom.  How  does  one  recognize  a 
bottom?  Technical  analysis  is  helpful, 
sometimes.  Personally,  I  look  for  a  mar- 
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ket  that  is  so  beaten  down  and  d; 
aged  that  it  has  become  pretty 
immune  to  bad  news.  I  don't  thi 
have  reached  that  stage. 

What  stocks  to  buy  when  thi 
comes?  I  would  give  definite  prel 
to  those  where  one  can  be  rea& 
certain  to  have  plenty  of  company 
buy  side,  from  institutions  as  v 
individual  investors.  Whether  th 
eludes  "secondary"  stocks  depei 
one's  definition  of  the  term.  U 
stocks  of  smaller  companies  with 
ed  marketability  are  not  the  leat 
the  beginning  of  a  major  upturn. 

As  we  don't  know  what  price 
especially,  price  relationships  wil 
some  future  day,  it  may  be  point 
be  too  specific  too  far  in  advance 
follows,  therefore,  is  only  a  potenl: 
list  of  meritorious  stocks. 

I  would  keep  an  eye  on  stocl 
Rei  lon  and  McDonald's,  Philip  Mar 
PepsiCo,  Texas  /nstrnnieuts  and  othe 


"A  possible  market  decl 
say  another  100  or  so  p<[ 
in  the  Dow  Jones  indiut 
average,  is  always  viewedl 
threat  only.  That's  wronl 
should  also  be  welcome\ 
an  opportunity." 


sic  growth  stocks  of  similar  promi 
Right  now  they  are  fairly  priced,  bi 
are  not  cheap. 

It  goes  without  saying  that  s 
cently  mentioned  stocks,  whichj 
especially,  as  Boeing.  .\'CR  and  7^ 
will  become  even  more  desirable) 
when  available  at  lower  prices.  Th 
goes  for  International  Business  Mi 
Honeywell,  Mobil,  Phillips  Petroleii 
Procter  €-  Gamble.  There  are  mai) 
ond-tier  stocks — i.e..  second-tier  il 
not  in  quahty — which  have  my  aff 
They  are  Embait.  Emerson  Electric.  ( 
Signal.  R.R.  Donnelley.  Barnes,  Rnhlx 
'to  mention  just  a  few. 

Of  course,  potential  buy  listingSi 
expanded  into  the  hundreds,  bil 
they  become  confusing  rather  thaj  ^ 
ful.  One  point  to  keep  in  mind  ; 
when  the  market  is  ready  to  tum,| 
anything  you  buy  will  yield  a  pr™ 
less  you  buy  stocks  just  for  a  trafflf 
ever,  stick  to  those  which  you  wot 
mind  holding  as  investments  for 
definite  period.  ■ 
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Eyerybody 
has  to  be 
Mmebpdv 
.tosomefioay 
tobeani^ody. 

"People  who 
never  get 

carried  away 
shouJdhe 


ft  should  he 
„^3Vcense, 
notahmitafion: 

"Ijfeversaydie 
doifer 

'ISouJsarB 
not  for 
walfdngon." 

The  ultimate 


*V>n8»  Of  Chair 

g^'^an  Malcolm 


at  there! 
nonextworiil" 


kve  the  gift  of  Capitalism  k 
l  is  Christmas:  ^5.95.  h 


Give  someone  you  like  a  Capital- 
fift  — the  new  book  by  magazine 
)r-in-Chief  Malcolm  Forbes: 
^  Sayings  of  Chairman  Malcolm!' 
\x\  answer  to  Chairman  Mao's 
lU>d  Book,  this  volume  is  bound 
h,  lucre-green,  simulated  vinyl, 
it's  a  collection  of  funny,  provoc- 
I,  and  often  outrageously  punny 
Iners.  Quotable,  even  applicable, 
of  14-karat  wisdom.  Over  a  half 
and  of  them— all  negotiable  at 
iiiree,  tete-a-tete  or  business 
t  on.  Presented  in  this  very  gift- 
Ic  book  subtitled:  "The  Capital- 
iandbook!' 

I  you're  one  of  the  1.7  million 
:  readers  of  FORBKS:  Capitalist 
ou're  familiar  with  the  "up 
Icature  of  the  magazine  called 
and  (x)mment"  which  includes 
inimitable  one-liners;  and  you 
know  what  a  bright,  positive 
offered  here.  If  not,  what  a 
^\ay  to  find  out. 

V'hy  not  give  anybody  on  your 
il  list  who  is  somebody  a  mil- 
's gift  for  only  $5.95? 

A     if  that  somebody  is  you. 


1 


Here's  what  they're  saying 
about  "The  Sayings  of 
Chairman  Malcolm": 

Ann  Landers,  Daily  News,  New  York 

"I  jusL  read  your  book,  and  it  was 
delicious.  I  ate  it'.' 
Ken  Powers,  Sr.,  The  Nashville  Banner 

"Whatever  you're  doing,  stop!  Pick 
up  the  telephone.  Now,  start  calling 
every  book  store  in  town  until  you 
find  one  that  has  a  copy  of  Chairman 
Mala)lm's  Sayings.  How  have  we 
done  so  well  for  so  long  without  it?" 

"ITiis  little  book  is  witty,  wise, 
serene,  sometimes  sober  and  at  oth(>r 
times  tipsy ;  but  always  great,  terrific, 
and  in  all  ways,  well  worth  its  price!" 
Barry  Gray,  Radio  Station  WMCA,  New  York 
"I've  read  it,  and  I  recommend  it  to 
you  unconditionally.  It  is  a  terrific 
book,  with  a  thousand  things  that 
you'll  wanttor(>peat,  and  memorize. . !' 
John  Weisman,  Los  Angeles  Times 
"It  is  unlikely,  though  possible,  that 
students  at  the  Wharton  or  Harvard 
Business  Schools  will  wander  through 
the  (juad  with  this  little  green  book 
open,  memorizing  Forbes'  capitalistic 
pearls.  On  the  other  hand  maybe  they 
should!' 


If  you  cannot  find 
"The  Sayings  of 
Chairman  Malcolm" 
at  your  nearest  Capi- 
talist book  store  (be- 
cause the  diligent  chaps 
have  already  sold  out),  then  use 
this  coupon  to  order  one  or  more  for 
yourself  or  others.  Send  $5.95  in 
check  or  money  order,  plus  50C  for 
postage  and  handling  for  each  copy 
you  order  to  Harper  &  Row,  Mail 
Order  Dept.,  No.  1235A,  10  B:ast 
53rd  St.,  New  York,  N.Y.  10022. 
Please  add  applicable  sales  tax. 

Enclosed  is  my  check  or  money 

order  for  $  covering  

copies  of  "The  Sayings  of  Chair- 
man Malcolm!' 

Name 


Address 

City 

State 

Zip 

FORBES: 
CAPITALIST  GIFT 


Commodities 


Foreign  commodity 
buyers  can  spot  a  bar- 
gain as  quick  as  any 
noontime  shopper  in 
Filenes  basement. 

SOME 

THINGS 

JUST 

KEEP  ON 

GETTING 

CHEAPER 

By  Stanley  W.  Angrist 

TiiK  U.S.  is  the  bargain 
basement  of  the  world 
for  buying  commod- 
ities. There  is  no  place 
cheaper  to  shop,  and  it 
costs  certain  buyers 
less  now  than  in  1974 
or  1976  to  fill  their 
market  baskets  with 
many  of  our  commod- 
ities. 1  know:  You  would  like  to  find  out 
what  I  have  been  smoking  and  where 
you  can  buy  some  of  it.  Alas,  the  above 
statements  have  nothing  to  do  with  illu- 
sion and  everything  to  do  with  our  crum- 
bling dollar. 

Living  in  the  U.S.,  we  have  a  tenden- 
cy to  concentrate  on  prices  expressed 
in  dollars.  Overseas  purchasers  of  our 
goods  (and  services,  too)  compute  what 
a  commodity  will  cost  based  on  units 
of  their  own  currency,  naturally.  That 
is,  if  the  yen  or  deutsche  mark  has 
risen  relative  to  the  dollar,  it  will  take 
fewer  of  either  to  purchase  a  dollar,  and 
thus  it  takes  fewer  yen  or  deutsche 
marks  for  them  to  buy  a  bushel  of 
American  wheat  or  corn. 

Our  major  agricultural  exports  include 
wheat,  corn,  soybeans  and  cotton.  In  a 
recent  report,  the  Commodity  Research 
Bureau  estimated  that  as  much  as  73%  of 
our  wheat  crop,  60%  of  our  soybean  crop, 
42%  of  our  cotton  and  29%  of  our  corn 

Slaiiky  W  Angiist  is  a  professor  at  Canwgie- 
Mctloii  I'tiiversily,  and  ibc  author  of  Sensible 
Speculating  in  Commodities. 


harvest  are  exported.  Examining  the  first 
nine  months  of  1978  and  comparing 
them  with  the  same  period  last  year,  one 
is  led  to  the  conclusion  that  world  com- 
modity buyers  can  spot  a  bargain  as 
quick  as  any  noontime  shopper  in  Fi- 
lene's  basement.  Wheat  exports  arc  up 
39%,  soybeans  arc  up  37%,  cotton  34% 
and  ccrrn  is  up  26%. 

It  is  interesting  to  note  that  historical- 
ly japan  has  been  our  best  cash  customer 
for  the  commodities  mentioned  above. 
Thus  the  value  of  the  yen  is  of  critrcal 
importance  in  fixing  demand  for  these 
commodities. 

A  number  of  countries  in  Western  Eu- 
rope are  also  important  purchasers  of 
these  commodities  (excluding  cotton); 
therefore,  the  deutsche  mark's  value  is 
also  of  considerable  interest. 

Even  if  the  price  of  a  commodity  has 
risen  in  terms  of  dollars,  if  the  price  of 
the  foreign  buyer's  currency  has  risen 
more,  the  commodity  will  be  less  costly 
to  him  now  than  before.  It  took  1,800 
yen  to  buy  a  bushel  of  number  2  hard  red 
winter  wheat  at  the  beginning  of  1.974. 
Today  that  same  bushel  can  be  pur- 
chased for  around  600  yen.  (Wheat  prices 
did  bounce  around  a  lot  in  1974,  but  on 
balance  they  were  higher  than  this  year. 
Cash  wheat  in  Kansas  City  was  mostly 
over  $4  a  bushel.  Today,  cash  wheat  in 
Kansas  City  is  around  $3. .SO  a  bushel.) 

The  story  is  much  the  same  for  deut- 
sche marks.  At  the  end  of  1974  it  took 
between  nine  and  ten  deutsche  marks  to 
purchase  a  bushel  of  number  2  yellow 
corn  at  Chicago.  Today  that  same  corn 
can  be  purchased  for  a  little  more  than 
four  deutsche  marks.  (During  that  time 
cash  corn  sold  for  somewhere  around 
$3.25  a  bushel;  today  it  sells  for  a  little 
more  than  $2.23  a  bushel.)  Still  it  is  quite 
a  bargain. 

And  what  effect  does  all  this  have  on 
inflation?  For  our  customers,  it  is  great. 
They  can  reduce  the  amount  of  money 
they  have  to  spend  to  get  the  same 
amount  of  a  commodity.  Real  prices  are 
down  for  them. 

For  us  it  is  just  the  opposite.  When  we 
go  to  purchase  goods  manufactured  over» 
seas  it  costs  us  more  dollars  to  buy  the 
same  number  of  yen  or  deutsche  marks, 
which  means  it  will  cost  us  more  to 
purchase  a  Datsun  or  a  Sony.  Even  if 
foreign  manufacturers  don't  raise  their 
prices,  we  experience  a  price  rise  when 
we  go  to  spend  our  weakened  dollars 
overseas. 

Of  course,  there  are  other  consider- 
ations that  foreign  purchasers  must  take 
into  account  before  buying  our  cheap 
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commodities.  These  factors  w 
elude  the  level  of  commodities 
in  the  importing  country,  stora] 
ity  and  handling  facilities,  cre« 
ability  and  the  cost  of  freight  in' 
the  purchase. 

Will  Mr.  Carter's  dollar-strcn 
moves  help  to  stabilize  and 
increase  the  value  of  the  dollar  n 
other  currencies?  I  frankly  don 
but  I  do  believe  they  can't  h 
dollar  may  not  be  getting  ready  i 
in  value,  but  I  believe  it  is  near , 
low.  I  believe  that  our  agricultu 
ucts  won't  be  this  cheap  again  fi 
long  time. 

A  new  recommendatioi 

One  of  my  favorite  spreads  sei 
ready  for  plucking  again.  It  is 


"Even  if  the  price  of  a  ca\ 
ity  has  risen  in  terms 
lars,  if  the  price  of  thejl 
buyer's  currency  has\ 
more,  the  commodity  i| 
less  costly  to  him  now.* 


versus  wheat  spread  that  has  m 
large  premium  for  wheat  over 
late  March  wheat  commanded 
cents  per  bushel  premium  over 
early  November  that  premium 
$1.  While  that  is  not  an  alltin 
level  (in  late  1973  the  price  of  w 
corn  exceeded  $2.80  per  bushel) 
pretty  high. 

I  believe  several  factors  cou| 
reduc^e  the  ptemium  that  wheat 
ries  to  corn.  Among  these  is  the 
at  these  price  differentials  rclai 
tie  cattle  feeding  will  be  d< 
wheat.  In  addition,  as  the  con 
ends,  corn  will  be  exiting  its  si 
weak  period.  These  factors  Ici 
recommend  a  purchase  of  Ma  Jfi 
against  the  sale  of  March  wh|  n 
the  wheat  carrying  a  premiu 
least  $1  per  bushel.  This  tradei 
for  a  margin  of  around  $7.S0,  i 
missions  will  total  about  $100 
sides  of  the  round-trip  trade. 

I  would  risk  no  more  than  1 
bushel  ($7,S0  per  spread)  on  t 
based  on  the  actual  point  of  en 
lieve  that  the  spread  could  easil 
30  cents  a  bushel  ($1,,S00  pel 
considering  the  current  fund 
that  are  now  in  operation 
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Breaking  into  world  markets  can  be  easy. 

3reaking  into  world  markets  can  be  easier  than  you  think.  The 
jroblem  has  been  trying  to  advertise  effectively  and  efficiently 
ii  so  many  different  and  varied  national  media. 

TIME  offers  reach,  precision,  and  flexibilih'. .  .worldwide. 
'     There  are  160  international  editions  of  TIME.  Big  editions  that 

0  to  Europe,  Latin  America,  Canada,  the  Pacific.  Otner  editions 
!iat  can  carry  your  advertising  to  regions,  nations,  even  individual 
;  ities.  And  wherever  it  appears,  TIME  is  the  same  influential  news 
lagazine  that's  read  each  week  by  26,000,000  people  around  the 
'orld.  Put  your  money  precisely  where  the  market  is. 

1  For  more  information,  call  Dave  Gibson,  U.S.  Area  Director  for 
ilie  International  Editions.  (212)  841-4956. 

JlME.  The  news  magazine  for  the  internationally  minded. 
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THE 
EMPLETOI 
FUNDS 


Two  Mutual  Funds  seeking 
long-term  growth  through  investments 
in  U.S.  and  Foreign  securities. 

r ■■■■■■■■■■ 
Free  brochure  &  prospectus  available  H 

Securities  Fund  Investors,  Inc. 
41  Beach  Drive 
St.  Petersburg,  FL,  33701 

r~|  TEMPLETON  GROWTH  FUND 

'  A  Canadian  mutual  fund 
(first  offered  in  1954) 
OR 

□ TEMPLETON  WORLD  FUND 
AUS  investment  company 
(first  offered  in  1978) 

Tell  me  about  your. 

□  IRA  (Individual  Retirement 
Account) 

□  HR-10  (Keogti  Plan  for  ftie 
Self-Employed) 


Address 


City 


L Slate  Zip  FO  12-78  B 

■  ■■■■■■■■■ 
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Wbatei^er  became  of 
oranges,  walnuts  and 
ribbon  candy,  hand- 
knit  neckties  and  the 
two-sizes-too-large 
flannel  pajamas? 

STOCK 
TO 

STUFF  A 
STOCK- 
ING  WITH 

By  Ann  C.  Brown 

'TlS     THE     SE.-VSON  for 

holiday  gift  catalogs, 
and  this  year  they  are 
more  hedonistic,  self- 
indulgent  and  outra- 
geous than  ever.  One 
store  is  offering  a  stat- 
ue of  yourself — com- 
plete with  a  park  to 
put  it  in — for  a  mere 
$800,000.  Another  shop  is  offermg  to  let 
you  appear  briefly  in  a  genuine  feature 
film  for  $15,000.  And  $100,000  fur  coats 
are  commonplace.  I  must  be  getting  old 
or  the  world  is  going  slightly  mad. 
Whatever  became  of  oranges,  walnuts 
and  ribbon  candy,  hand-knit  neckties 
(without  designer  labels)  and  the  two- 
sizes-too-large  flannel  pajamas  from 
Aunt  Hattie? 

Maybe  it's  my  stolid  midwestern  up- 
bringing or  my  part-Scottish  ancestry,  but 
I  think  something  unfunny  has  happened 
in  the  Sense  of  Values  Department.  Most 
particularly  this  pertains  to  the  stock 
market,  where  company  after  company  is. 
currently  sellingdrastically  below  replace- 
ment asset  value.  A  friend  of  mine  told  me 
about  a  paper  mill  his  company  built  less 
than  ten  years  ago  for  $50  million.  Today 
the  company  is  constructing  a  companion 
mill,  and  the  price  tag  is  $250  million.  A 
group  of  very  savvy  fact-and-figure  types 
recently  computed  that  the  1978  book 

A>i)i  C.  Brou  n  Ls  execinire  rice  president  of  the 
S'ew  Yo7'k  invesliiU'iil  firm  of  Melhculo.  Flynii  & 
Associates. 


value  for  the  Dow  fones  industru; 
is  estimated  at  $930— up  froin  $/ 
four  years  ago. 

While  the  stock  market  soars  ar 
mets  with  increasnig  frequency 
lence,  I  remain  unshaken  in  my 
the  underlying  value  of  the  bricka 
and  machinery  in  place — not  to  i 
the  underappreciation  of  the  capj 
and  ingenuity  of  us  Americans, 
half  a  chance.  i 

One  of  these  days  the  pendulj 
swing  back  to  basics.  In  fact,  I  seii 
already  begun  to  make  its  mo} 
knows?  By  the  time  next  year's  Cl 
catalogs  arrive,  we  may  be  off(| 
cases  and  pipes,  chenille  bathrc 
bunny  slippers  with  ears.  All  this : 
of  saying  that  if  you  want  to  give  i 
keeps  on  giving,  buy  undervaluq 
whose  future  prospects  for  both 
and  dividend  increases  make  ai 
packages. 

Kiclcle,  (Waller)  (29)  was  know 
soaring  Sixties  as  a  conglomerat 
appellation  these  days  has  been  ch 
something  like  a  "broad-based  di 
manufacturer"  in  the  interests  c 
ing  corporate  respectability).  Kidt 
everything  from  fire-protection 
to  hydraulic  cranes  and  cookwar 
all,  Kidde  is  a  survivor — and  a  d  [ioi 
successful  one.  The  company,  wh 
ings  dropped  from  $3.30  in  1969 
in  1970,  has  had  an  unbroken  stij|ttai 
years  ever  since,  and  annual 
increases  to  boot.  Last  year  Kid( 
$4.70  (fully  diluted),  and  the  est 
1978  is  $5.20.  Next  year  $5.50  pe 
an  educated  guess.  With  Telec 
owning  some  19%  of  Kidde's  stc  nfi 
is  always  the  possibility  of  A 
However,  for  the  moment,  I 
count  on  it. 

Combustion    F)i^itit'eri)ig  (35 
builds  steam  generating  equipi 
petroleum  refineries,  reported 
ing  21%  gain  in  the  third  quaj 
suggests  the  possibility  of  $< 
year,  up  from  $4.17  a  year  ago, 
the  oil  and  oil  field  service-rela 
panics  are  strong,  and  Combu 
gineering  should  benefit  from 
ders  for  environmental-contro 
as  utilities  switch  to  coal 
source.  At  the  current  price, 
tion  Engineering  is  yielding 
and  1979  earnings  are  estima^ 
around  $5.45. 

Pogo  PriHiiicin'g  ( 10)  is  an  old  f 
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rom  the  days  when  it  was  known 
finzoil  Offshore  Gas  Operators, 
go  I  bought  it  at  6  and  later  sold  it 
nd  15,  which  is  a  dazzling  display 
lb  luck.  Now,  with  the  new  gas  bill 
■  possibility  that  the  company  will 
I. SO  or  so  for  1978,  up  from  74 
ast  year,  Pogo  Producing  again 
It's  in  a  buying  range.  Earnings 
:es  for  next  year  could  be  any- 
rom  $1.75  to  $2.25,  depending  on 
;rity  of  the  winter  and  the  state  of 
inomy. 

3/  Express  (23)  is  a  newcomer  to 
trading,  having  been  brought  to 

this  year  as  one  of  the  hottest  of 
V  issues.  The  timing  was  right 

stock  soared  during  the  summer 
It  lately  Federal  Express  has  tak- 
ating  as  a  result  of  general  mar- 
ditions,  profit-taking  and  a  mild 
over  Emery  Air  Freight's  (21) 
;ement  that  it  was  entering  the 

press-shipments  market.  Since 


lis  is  by  way  of  saying 
^you  want  to  give  a  gift 
9eps  on  giving,  buy  un- 
|ued  stocks  whose  fu- 
tspects  for  both  eam- 
ind  dividend,  increases 
attractive  packages." 


'  xpress  is  the  major  factor  in 

lss,  any  competitor  should 
nrk  cut  out  for  him  to  make 

1 1  inroads.  On  a  fiscal-year  ba- 
lal  Express  reported  $1.77  for 

IS  estimated  to  report  $2.40  to 
■  the  year  ending  May  1979. 

Iicad,  $3.25  to  $3.75  may  be 

1  1980. 

/  Howell  &  I  leather  (16)  sounds 
tirm  but  isn't.  This  over-the- 
ittit  provides  services  to  large 
lis  primarily  in  the  areas  of 
cnt  of  corporate  vehicle  fleets 
jmnel  relocation.  In  brief,  the 
specializes  in  solving  prob- 
other   companies.  Earnings 
eased  every  year  since  1958 
igh-interest  climate  of  1974 
lem  nary  a  bit.  Last  year  the 
earned  $1.36  (fully  diluted) 
/^ear  $1.60-plus  is  anticipated. 
$2.10  per  share  seems  attain- 
aming    that    the  company's 
ontinue  to  grow  at  a  15%  to 
lal  rate,  as  they  have  for  the 
ears.  Far-seers  estimate  $2.60 
in  1980,  which — when  you 
hink  of  it — isn't  all  that  far 
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PRODUCTIVITY 
GROWTH 

Irs  Qxiornoric  rhor  people  moke  o  company  ond  people 
cause  a  company  ro  grow.  MAPCO  people  work  harder 
rhon  overage  or  rhis...  each  one  producing  on  annual 
overage  of  $194,000  in  soles  and  revenues.  This  compores 
to  1965,  when  eoch  MAPCO  employee  produced  on 
overoge  of  $47,000  in  annuo!  soles  and  revenues. 

THAT'S  GROWTH. 

Investigate.  Write  for  our  current  report. 


t*mapco 

^  miNc. 


1800  S.  BQlrimore  Ave.,  Tulso,  Oklohomo  74119 
SYMBOL  MDA  NYSE  •  MWSE  •  PSE 


OR 


NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 
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FABERGE 

IMPERIAL  EGGS 
And  Other  Fantasies 

Hermione  Waterfield 
& 

Christopher  Forbes 


FABERGE 


A  Magnificentiy  /iJustraled  Volume 

Devoted  To 
The  ]ewe\\ed  Exlravagances  Created 
for  the  Last  Czars  of  Russia 

Gem-set  surprise  eggs,  singing  gold  birds 
hidden  in  jade-leafed  trees,  miniature  pad- 
dle steamers  of  gilt  silver,  frames  of  crystal 
and  fans  set  with  diamonds  and  ostrich 
feathers—  these  are  just  a  few  of  the  dazzling 
fantasies  created  by  the  House  of  Faberge  to 
amuse  Russia's  ill-fated  Imperial  Family  in 
the  twilight  years  of  the  Russian  Empire.  Not 
since  Cellini  has  the  art  of  the  goldsmith  and 
the  jeweller  achieved  such  heights  of  per- 
fection. In  123  brilliant  four-color  plates  this 
book  captures  all  aspects  of  Peter  Carl 
Faberge's  incredible  achievements.  From 
the  fabled  Imperial  Eggs,  presented  by  the 
Czar  to  his  wife  every  Easter,  to  gold- 
mounted  ebony  knitting  needles  for  a  do- 
mestically inclined  Grand  Duchess,  the  full 
genius  of  Faberge  is  evident  in  this  selection 
of  his  ob/e(s  de  luxe.  All  the  works  presented 
are  from  the  collection  of  FORBES  Maga- 
zine, the  most  important  holding  of  Faberge's 
Imperial  Treasures  outside  the  Soviet  Union. 

In  addition,  the  volume  contains  an  in- 
valuable guide  to  other  collections  of  Fab- 
erge open  to  the  public,  a  catalogue  raisonne 
of  the  Imperial  Eggs,  a  foreward  by  Malcolm 
S.  Forbes  and  an  essay  by  Dr.  Everett  Fahy, 
Director  of  The  Frick  Collection. 

This  book,  just  published  by  Charles  Scrib- 
ner's  Sons  retails  for  $19.95. 

For  a  limited  time  only,  FORBES  readers 
may  purchase  copies  for  only 
$17.50! 

Save  S2.45  per  copy. 


FORBES  Magazine  Collection 
60  Fifth  Avenue 
New  York,  N.Y.  10011 

Please  send 

 copies  FABERGE  at  $17.50  (S)  

N.Y.  residents  add  appropriate  tax  

Total  enclosed  

□  Check  payable  to  Forbes  Inc.  enclosed. 

□  Please  bill  me. 

Name  

Address  

  Zip  

UO 


Market  Trends 


Timing  is  even^thing 
in  economics,  as  it  is 
in  the  stock  market, 
and  nobody  knows 
how  to  keep  the  heat. 

ARE  THE 
BULLS 
HIDING 
IN  THE 
BUSHES? 

By  Martin  T.  Sosnoff 

The  rampaging  herd 
of  Merrill  Lynch  bulls 
has  faded  from  our  TV 
screens  and  now  a  lone 
bull  prowls  the  canyons 
of  Wall  Street.  A  sign 
on  one  flank  says 
hungn  and  his  other 
side  says  tax  shelter.  If 
you  are  not  part  of  the 
$12  billion  in  margin  debits,  construe  the 
crash  of  1978  as  the  Big  Board's  ultimate 
drubbing.  Come  out  from  under  your 
desk  and  arise  from  your  prayer  rug, 
there  is  more  to  life  than  a  hundred-point 
blip  on  the  Dow  Jones  chart. 

The  crash  of  78  is  a  classical  ballet,  a 
study  in  the  overextension  of  margin 
debt  during  a  period  of  rapidly  escalating 
short-term  interest  rates.  As  the  debtors 
surrender,  bids  fade  away  for  even  the 
most  respectable  big-capitalization 
goods.  The  amplitude  of  correction  for 
volatile  stocks  ranges  as  high  as  50%  and 
has  put  many  equities  of  substance  back 
to  valuations  of  three  times  earnings. 
Unless  earnings  collapse  next  year,  and  I 
doubt  this,  many  stocks  are  selling  as  if 
the  market  were  at  600. 

What  happened?  The  hush  that  came 
over  Wall  Street  late  in  October  could  be 
heard  around  the  world.  It  was  as  if  ev- 
eryone came  to  the  same  conclusion  at 
the  same  hour.  The  domestic  economy 
had  turned  out  to  be  no  pussycat.  Instead 
of  purring  gently  through  1978,  many  of 

Martin  T.  Sosnoff  is  chairrncui  of  Atalanta  Capita/ 
Corp  .  New  York,  and  the  author  of  Humble  on 
Wall  Street. 
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the  economic  indicators  scratcht 
way  higher  The  strength  in  h' 
capital  spending  and  retail  sales 
more  demand  for  credit — for  inv 
capital  spending  and  consumer 
ables — and  forced  interest  rates  in 
ble  digits.  A  12%  prime  rate  is 
cards  (everyone  now  believes  this' 
stuck  with  an  overheated  mess 
with  labor  shortages  and  plants  r 
flat  out  as  the  consumer,  fearing 
future  value  of  his  current  dollar 
ahead  of  his  needs. 

Whom  do  we  blame  for  such  rai 
tious  economic  statistics?  Was 
Blumenthal  blunder  of  1977  that) 
ied  the  dollar  and  forced  us  to 
inflation?  Do  we  blame  General 
for  raising  car  prices  every  time  tl 
nese  and  Germans  hiked  theirs  1 
of  the  dollar's  depreciation?  Or 
dump  on  Jimmy  Carter  and  his  C 
of  Economic  Losers  for  underest: 
the  past  year's  inflation,  induced 
Administration's  heavy  hand,  tha 
Social  Security  taxes,  farm  com 
supports  and  oil  prices,  thereby  ac 
the  consumer's  burden? 

Timing,  of  course,  is  everytl 
economics,  as  it  is  in  the  stock 
and  nobody  knows  how  to  keep  t 
The  Federal  Reserve  Board  lost  ca  n 
the  money  supply,  quarter-pointii  n 
nauseam,  and  it  must  bear  the 
stupidity  for  approving  a  six-mo 
tificate  for  the  savings  and  loan 
that  kept  them  slugging  it  out  v 
banks  for  short-term  money 

The  stock  market,  after  prayii  J 
recession,  was  not  stupid  in  reaj  su 
the  present  state  of  nonrecesi 
marked  stocks  down  as  the  reciri  pe 
future  interest  rates  that  may  notl|ie 
for  another  year 

Before  we  all  cry  ourselves  to 
the  duration  of  the  next  recessio 
perspective  can  be  wrenched  ou 
passing  scene.  Comparing  the  19 
ket  punishment  with  today's  bru 
see  swollen  margin  debt — $5 
above  the  1974  high — as  a  pivotN 
of  weakness.  All  the  other  playel 
game  have  been  reasonably  a|jy 
The  institutional  investor  is  sti 
called  on  the  carpet  for  droppin 
asset  value  during  1973-74,  an 
quietly  looking  for  a  place  to  hi 
shore  investors  have  hardly  cau9 
pie  here,  and  the  mutual  funds  aii 
ance  companies  have  been  nel 
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terms  of  committing  cash  flow  to 
;s.  The  stock  market  cannot  be 

for  overspeculation  in  this  cycle. 

have  not  been  cheaper  since  the 
•ifties.  For  the  European  investor 
e  Japanese,  our  stock  market  is 
'  at  500  when  you  factor  in  their 
zy  gams  against  the  dollar.  Sooner 
r  they  will  realize  this, 
ng  the  1973-74  economic  cycle 
ally  every  businessman  in  the 
subscribed  to  the  raw-materials- 
;e  thesis.  Corporations  panicked 
iverinventoried  materials.  This 
interest  rates,  thus  added  to  the 
)f  goods  sold  and  inevitably 
sd  operating  profit  margins.  Ev- 

lost  money  on  inventory,  and 
;s  were  punished.  Twelve-percent 

topped  out  the  economy  and  the 
1/  moved  into  a  classical  inven- 
d-capital-goods  recession.  As  we 


!  Stuck  with  an  overheat- 
ess,  what  with  labor 
xges  and  plants  running 
it  OS  the  consumer,  fear- 
T  the  future  value  of  his 
It  dollars,  buys  ahead  of 
edsr 


nvvard  12%  money  today,  the 
is  the  pivotal  variable.  He 
everything — cars,  houses — 
i'  debt-ridden  than  before.  Al- 

^  uporate  liquidity  has  deterio- 

Iiiere  have  been  few  excesses  in 
tal  goods  sector.  If  anything,  not 
lew  plant  has  been  built  over  the 
years.  Profit  margins  are  more 
hold  up  during  1979-80  while 
jmer  pulls  in  his  horns, 
gh  interest  rates  may  carve  out 
eaks  and  floors  from  cycle  to 
deep  basic  for  the  equity  cycle 
le  cash  flow  suiting  up  on  the 
eventually  gets  tapped  into  the 
^en  assuming  half  the  margin 
iquidated,  and  that  would  be 
this  amount  is  chicken  feed 
I  with  $20  billion  in  pension 
iney  accruing  annually.  The 
rket  at  800  doesn't  reflect  eco- 
ue,  even  adjusting  for  inflation. 
'  I  see  70  million  shares  trading, 
market  in  a  free-fall  state  of 
at  is  the  day  I  step  in  around  3 
the  afternoon.  You  take  a  deep 
sh  the  buy  button,  leave  the 
go  for  a  walk  m  the  park.  Six 
ter  you  look  back  and  wonder 
so  hard  to  push  the  button.  ■ 
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DO  YOUR 
STOCKHOIDERS 
HAVE  HIGHER 
E.QS.TH  AN  YOU? 


(Economics  Quotients) 


TAKE  THIS  QUICKQUIZ 
AND  RATE  YOURSELF. 

True  False 

□  □  (1.)  Since  1960,  the  U.S.  tias  had  the  highest  productivity 
growth  rate  in  manufacturing  of  leading  free  world  industrial  nations. 

□  □  (2.)  One  out  of  five  American  workers  belongs  to  a  labor  union. 

□  □  (3.)Withsixpercentof  the  world's  population,  the  U.S.  uses 
almost  18  per  cent  of  the  world's  estimated  energy  production. 

□  □  (4.)  Over  the  past  decade  corporate  profits  (after  taxes)  averaged 
less  than  five  cents  on  each  dollar  of  sales,  or  about  12  per  cent  return  on 
stockholder  investments. 

Did  our  little  E.Q.  quiz  stump  you?  Your  stockholders  may  have 
breezed  through  it.  But  don't  feel  too  bad.  A  recent  national  survey  has 
shown  many  people  don't  know  even  basic  facts  and  figures  about  our 
American  Economic  System.  Or  much  about  how  it  works.  In  short, 
a  lot  of  Economics  Quotients,  E.Qs.,  could  stand  some  improvement. 
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The  AmeficQH  Economic  System 

We  should  oil  leorn  more  about  it. 


NEW  MATH 


...  for  an  old  problem. 

'The  Arithmetic  of  Disadvantage" 
is  a  free  booklet  which  can  help  you 
overcome  the  obstacles  that  stand 
between  you  and  higher  income  from 
your  savings. 

Call  for  your  copy. 


ROWE  PRICE 

NEW  INCOME  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pran  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

For  more  aimplete  ir.tormation,  including  the  management 
tee  anJ  other  charges  and  exix-nses,  obtain  a  prospectu.s. 
Read  it  carctully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect. 


MORE 
REMARK- 
ABLE 
OCCUR- 
RENCES^ 

By  John  Train 

Back  in  March  I  pub- 
lished a  list  of  "Re- 
markable Occur- 
rences" and  invited 
readers  to  submit  their 
favorites  for  possible 
inclusion  m  a  forth- 
coming collection.  The 
book  has  just  made  its 
appearance  (Remark- 
ahU>  Occiiircnces,  Clarkson  Potter,  Inc., 
$4.95).  The  following  is  a  sample: 
111  wind:  When  a  cow  has  an  attack  of 
bloat  (actually  methane  gas  generated  in 
the  stomach)  it  must  obtain  relief 
promptly  or  it  is  likely  to  die. 

A  Dutch  veterinarian  was  summoned 
recently  to  treat  a  cow  suffering  from 
this  affliction,  an  agricultural  news  ser- 
vice reported.  He  tried  a  standard  rem- 
edy, which  is  to  insert  a  tube  carefully  up 
the  beast's  rear  end. 

A  satisfying  rush  of  gas  followed. 
With  misplaced  scientific  zeal,  the  vet, 
perhaps  seeking  a  source  of  cheap  heat 
and  light,  then  applied  a  match. 

The  resulting  torchlike  jet  set  the  barn 
ablaze.  It  burned  to  the  ground.  The 
flames  spread  to  the  nearby  fields,  which 
were  consumed. 

The  vet  was  convicted  of  negligence 
and  fined. 

The  cow  remained  serene. 
Chops  populi:  Victor  Biaka-Boda,  Vv'ho 
represented  the  Ivory  Coast  in  the 
French  Senate,  set  off  on  a  tour  of  the 
hinterlands  in  January  1950  to  let  the 
people  know  where  he  stood  on  the  is- 
sues, and  to  understand  their  concerns — 
one' of  which  was  apparently  the  food 
supply.  His  constituents  ate  him. 

(His  colleagues,  according  to  an  ac- 
count published  in  Time  magazine  in  July 
1951,  remembered  Biaka-Boda,  a  former 

John  Train  is  president  uf  Train,  Smith,  Inrestnient 
Counsel,  New  York,  and  the  author  of  Dance  of 
the  Money  Bees. 


witch  doctor,  as  a  "small  thin,  worried- 
looking  man.") 

Predestination:  The  Bishop  of  Exeter, 
Wilham  Cecil  (1863-1936),  traveling  by 
rail  to  perform  a  confirmation  ceremony, 
misplaced  his  ticket  and  was  unable  to 
produce  it  when  requested  to  do  so  by 
the  conductor. 

"It's  quite  all  right,  my  Lord,"  said  the 
conductor  reassuringly.  "We  know  who 
you  are." 

"That's  all  very  well,"  answered  the 
Bishop,  "but  without  the  ticket  how  am 
I  to  know  where  I'm  going?" 
Tumbling  the  plumber:  Belgrade — A 
Belgrade  plumber,  Mr.  Miodrag  Jocic, 
who  was  called  to  attend  to  the  sink  of  a 
newly  married  couple,  ended  up  in  hospi- 
tal with  a  concussion  and  a  broken  leg. 

The  wife  was  out  when  Mr.  Jocic  ar- 
rived at  the  house.  When  she  returned, 
she  found  a  pair  of  legs  sticking  out  from 
under  the  sink,  and  thought  they  be- 
longed to  her  husband.  Exactly  what  she 
did  next  was  not  certain,  but  it  caused 
the  plumber  to  bang  his  head  into  the 
sink  above  him. 

The  ambulance  arrived  to  take  him  to 
the  hospital  and  while  he  was  being  car- 
ried down  the  stairs  on  a  stretcher,  one 
of  the  ambulance  men  asked  what  had 
happened.  On  being  told,  he  was  so  con- 
vulsed with  laughter  that  he  dropped  the 
stretcher  and  the  plumber  tumbled  down 
the  stairs  and  broke  a  leg. 

He  is  in  the  hospital  now,  threatening 
to  sue.  The  husband  says  that  the  inci- 
dent so  upset  his  wife  that  she  will  have 
nothing  to  do  with  him.  (London  Times) 
Out  of  the  frying  ptin:  By  our  Sao  Paulo 
CORRESPONDENT — A  man  who  went  fish- 
ing on  the  banks  of  the  Amazon's  Rio 
Negro  was  attacked  by  infuriated  bees 
after  he  struck  their  nest  while  trying  to 
free  his  line  from  a  tree. 

To  escape,  he  leapt  into  the  river — and 
was  devoured  by  piranhas.  (London  Daily 
Telegraph) 

Saving  Mrs.  Whitehead:  Mrs.  Anna  C. 
Whitehead  of  Nashville,  Tenn.  was  felled 
by  a  drunken  driver,  reported  the  Nash- 
L'ille  Tennesseeatt  in  January  1 964.  An  am- 
bulance was  summoned  from  the  Madi-- 
son  Funeral  Home,  but  two  other  ambu- 
lances screamed  first  to  the  scene.  The 
attendants  leapt  out  and  began  to  shout 
and  struggle  over  the  unconscious  form, 
hauling  it  furiously  back  and  forth  while 
striking  at  one  another.  The  police  final- 
ly separated  the  combatants.  Mrs. 
Whitehead  was  awarded  to  the  original 
ambulance. 

Clubland:  The  Secretary  of  the  Athe- 
naeum, London,  relates  that  a  noble 
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member,  exasperated  by  slow  se 
the  dining  room,  finally  asked  hi 
indignantly,  "Do  you  know  who 

The  waiter,  contemplating  th 
ber  with  sympathetic  concern, 
"No,  sir.  But  I  shall  make  inqui 
inform  you  directly." 
Rescue:  Larry  Cavner,  who  run*- 
way  tow-truck  operation  in  Sai 
was  called  by  a  motorist  who  w, 
in  the  mud  of  San  Diego  Bay.  He 
the  rescue  in  his  tow  truck.  1 
truck  got  stuck.  He  summoned  ;! 
tow  truck  to  rescue  the  first  on 
stuck,  too.  He  then  hired  (or  cha 
huge  amphibious  vehicle,  which 
hauling  out  the  backup  tow  trud 
the  huge  amphibious  vehicle  ii 
stuck.  Desperate,  Mr.  Cavner  th 
a  bulldozer  to  rescue  the  other  fc 
cles.  The  bulldozer  finally  su 
Cavner  estimated  that  the  whcl 
ation  cost  him  $16,000.  The  orig 
torist  waltzed  away  without  pa>i 
Protocol:  American  Ambassadc 
Hodges  Choate  was  leaving  ar 
reception  in  London,  dressed 
black,  America  having  no  di 
uniform.  Another  ambassador 
ing  him  for  a  servant,  briskly  cc 
ed,  "Call  me  a  cab!" 

Choate  gazed  at  him  a  mom 
then  replied  genially,  "You're  a 

Choate,  according  to  his  fam 
told  the  enraged  diplomat,  "If  yc 
better  looking,  I  would  have  cal 
bajisom  cab." 

Gold  mine:  Martin  Mayer,  in  W 
Men  and  Money,  describes-  an  e 
between  Baldwin  Bane,  the  firs 
istrator  of  the  Securities  Act,  ai 
mine  promoter: 

"We  held  up  his  registration, 
let  him  sell  the  stock,  and  he  ca 
here  to  argue  with  us.  We  set  upi 
ence  with  our  engineers  and  e: 
else,  and  we  were  all  sitting  arc 
he  was  yelling  about  how  we  w 
ing  the  public  from  making  foi 
his  gilt-edged  gold  mines,  wher 
retary  came  in  and  dropped  a  te 
my  desk. 

"The  telegram  had  been  sen 
promoter,  'care  of  Baldwin  Bane 
was  dropped  on  my  desk,  so  I  di 
at  the  name.  I  iust  opened  it.  Wt 
signed  by  this  promoter's  partn 
came  from  out  at  the  site  of  tht 
read:  'CANCEL  REGIST] 
HAVE  FOUND  GOLD.'  "  | 
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StQckTfends 


3e  no  reason  to 
ige  my  investment 
)Sophy  of  the  past 
?ars. " 

IE 

[i^TOBER 

DAR 

IRKET 

By  T.  Rowe  Price 


1^ 

I 


In  view  of  the  recent 
drastic  decline  in  stock 
prices,  which  came  as  a 
surprise  to  most  of  us, 
it  seems  timely  and  ap- 
propriate to  tell  readers 
why  my  program  has 
been  different  from 
most  portfolios  manag- 
ers' and  why  such  a 
rve  in  short-term  obligations 
naintained  in  the  course  of  the 
ars. 

iiwing  are  quotations  that  ap- 
bulletins  and  The  New  Era  for 
\hich  were  written  9  to  13 

nnot  have  full  employment 
)ntinued  inflation." 
the  government  endeavors  to 
11  employment,  to  fight  costly 
rs,  to  do  the  many  things  re- 
ler  the  objectives  of  the  Great 
d  the  Welfare  State,  and  fails 
It  budget  year  after  year,  even 
,i  ods  of  great  prosperity,  there 
<-■  outcome.  Even  the  richest 
he  world  cannot  continue  to 
than  it  collects  without  go- 
t  is  only  a  matter  of  time." 
oiled   inflation   seems  un- 
long  as  full  employment  and 
osperity  are  a  goal  of  the  na- 
ically,  uncontrolled  inflation 
.ed  to  a  boom  and  bust.  There 
likelihood  that  current  infla- 
otherwise.  There  is  no  tum- 
ce  it  gets  out  of  control.  After 
omes  the  bust  and  a  serious 
pression.  A  serious  business 


founder  of  the  mutual  fund  and 
inseling  firm  hearing  his  name,  is 
<ng  i)i  Baltimore 


depression  will  create  social  revolution 
and  confiscation  of  property  of  the 
'haves'  by  the  'have-nots.'  " 

"We  are  now  in  a  new  era  where  the 
investor  is  faced  with  the  greatest  risks 
in  a  lifetime.  There  is  no  safe  invest- 
ment. All  securities  possess  varying  de- 
grees of  risk." 

"Most  of  the  popular  growth  stocks 
of  the  past  with  an  annual  compound 
earnings  growth  of  5%  to  10%  will 
now  become  less  desirable  for  long- 
term  investment." 

The  situation  has  not  changed  for  the 
better.  The  Administration,  Congress 
and  the  Federal  Reserve  Board  continue 
to  work  on  the  symptoms  of  inflation 
rather  than  correct  the  real  causes. 
Therefore,  I  see  no  reason  to  change  my 
investment  philosophy  of  the  past  13 
years  of  keeping  50%  of  my  invested 
capital  in  dollar  obligations,  primarily 
short-  and  medium-term,  that  can  be  liq- 
uidated to  provide  funds  for  future  con- 
tingencies and  be  prepared  for  the  finan- 
cial crisis  when  it  comes.  It  has  been  no 
hardship  to  own  high-income  securities 
during  the  interim  when  yields  have  in- 
creased and  at  the  current  time  9%  to 
10%  is  available  on  short-term  govern- 
ment obligations. 

During  these  same  years  I  have  kept 
the  other  half  of  my  invested  capital  in 
equities.  The  purpose  of  this  article — 
and  the  ones  that  have  preceded  it — is 
to  furnish  the  investor  with  a  model 
portfolio  consisting  of  three  groups  of  20 
stocks  each.  All  of  these  stock  are 
owned  by  the  author  and  they  are  rec- 
ommended for  purchase  to  other  people 
who  may  have  a  similar  investment 
objective. 

Earnings  growth 

The  trend  of  earnings  growth,  as  al- 
most all  investors  know,  ultimately  de- 
termines the  trend  in  income  and  mar- 
ket value  of  a  corporation's  stock.  Of  the 
two  objectives — growth  of  income  and 
growth  of  market  value — the  former  is 
the  only  one  in  the  short  run  that  can  be 
forecast  with  any  degree  of  accuracy. 
The  growth  in  market  value,  as  I  have  so 
often  stated,  is  unpredictable. 

Cash  dividends  paid  represent  actual 
return  on  the  shareholders'  investment. 
They  are  the  birds  in  the  investor's  hand. 
Market  values  are  the  birds  in  the  bush 
and  remain  so  until  the  securities  are 
sold  and  capital  gains  and  losses  realized. 
Many  times  the  birds  in  the  bush  never 
get  caught.  During  the  past  several 
weeks  these  birds  have  suddenly  flown 
south,  and  the  time  of  their  return  is 
anybody's  guess. 
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Market  action  aside,  1978  has  been  a 
favorable  year  for  most  of  the  stocks  in 
the  model  portfolio.  Earnings  growth  for 


5  year 

%  increase 

%  increase 

compound 

1977 

1978 

CUV. 

dividends 

est.  div. 

growth 

over  1976 

over  1977 

Group  A 

16.0% 

55.0% 

28.0% 

Group  B 

16.0 

27.0 

28.0 

Group  C 

16.0 

5.0 

21.0 

Total 

16.0% 

29.0% 

26.0% 

the  stocks  in  the  three  groups  has  been 
as  follows: 

Group  A,  The  growth  stocks  of  the 
future,  has  experienced,  as  expected,  the 
greatest  earnings  growth. 

Group  B,  The  institutional  glamour 
stocks  of  the  past,  has  experienced  more 
consistent  earnings  growth  but  at  a  low- 
er rate. 

Group  C,  featuring  natural  resources 
stocks,  has  been  more  volatile. 

The  total  of  the  three  groups  has  exper- 
ienced substantial  earnings  growth  dur- 
ing recent  years  in  the  recovery  cycle. 
Dividend  growth 

There  are  a  number  of  nondividend 
stocks  in  the  portfolio.  Those  that  paid 
no  dividends  in  the  past  two  years  are 
Dome  Petroleum,  Magma  Power  and 
TelePrompTer  in  Group  A;  Digital 
Equipment  in  Group  B;  Ranchers  Explo- 
ration and  United  Nuclear  in  Group  C. 

The  following  table  summarizes  the 
changes  in  dividends  for  the  three  peri- 
ods under  consideration: 


5  year 

%  increase 

%  increase 

compound 

1977 

1978 

earn. 

earnings 

est.  earn. 

growth 

over  1976 

over  1977 

Group  A 

30.0% 

-1-43.0% 

18.0% 

Group  B 

18.0 

+  17.0 

18.0 

Group  C 

27.0 

-3.0 

31.0 

Total 

25.0% 

-hl9.0% 

22.0% 

It  is  quite  a  coincidence  that  each  of 
the  three  groups  experienced  a  16%  com- 
pound dividends  growth  in  the  period 
197]to  1976. 

The  small  increase  for  Group  C  from 
1976  to  1977  was  due  primarily  to  the 
gold  stocks.  The  spectacular  rise  in  gold 
during  the  past  year  made  it  possible  for 
most  of  the  gold  stocks  to  again  increase 
dividend  payments. 

The  average  increase  in  dividends  for 
the  three  groups  from  1976  to  1977  was 
29%.  The  preliminary  estimate  for  1978 
shows  an  average  increase  of  26%  over 
1977,  which  I  consider  excellent  for  a 
year  of  many  uncertainties.  Should  the 


;MBER  1 1,  1978 


143 


present  uptrend  in  the  economy  contin- 
ue in  1979,  or  even  hold  relatively  steady, 
a  further  increase  is  anticipated  in  divi- 
dend payments. 

Market  performance 

The  market  value  oi  the  $600,000  in- 
vested capital  reached  a  high  of 
$794,198.90  as  of  Aug.  31,  1978,  an  in- 
crease of  32.4%  above  cost.  As  of  Sept. 
30,  1978  the  market  value  was 
$776,539.88,  an  increase  of  29.4%  above 
cost.  But  when  the  October  bear  market 
hit,  values  dropped  to  $672,062.88,  a  de- 
cline of  13.5%  for  the  month.  The  in- 
crease of  the  Model  Portfolio  from  its 
inception  (Aug.  31,  1977)  was  reduced  to 
only  12%  above  cost.  Since  Oct.  31, 
many  of  the  stocks  have  recovered,  but 
the  portfolio's  market  value  remains  well 
below  its  Sept.  30  level. 

Changes  in  the  portfolios 

None  of  the  stocks  initially  recom- 
mended has  been  eliminated  from  my 
model  New  Era  Portfolio  except  where 
acquisition  by  other  companies  required 
replacement. 

It  is  expected  that  American  Televi- 
sion &.  Communications  will  be  replaced 


with  Time  convertible  $1.47  preferred 
when  this  merger  goes  through.  Addi- 
tional shares  of  Time  convertible  have 
already  been  purchased. 

Increases  in  the  number  of  shares  in 


"It  has  been  no  hardship  to 
own  high-iwicome  securities 
during  the  interim  when 
yields  have  increased." 


the  following  companies  have  been 
made:  Eastman  Kodak,  Fleetwood  Enter- 
prises, Perkin-Elmer,  Rite  Aid  and  Tele- 
PrompTer. 

New  stocks  added  were:  Ethan  Allen, 
Camflo  and  Frigitronics.  Initial  commit- 
ments in  all  were  made  at  higher  prices 
than  the  current  market.  Subsequently, 
additions  have  been  made  at  lower 
prices. 

Hindsight:  mistakes  and 
disappointments 

In  retrospect,  the  most  disappointing 
stock  recommended  in  the  original  group 
is  Houston  Oil  ik  Mineral.  If  anyone  has 


purchased  this  stock  at  high  p 
would  recommend  buying  on 
down  or  accepting  a  loss  and  repl 
with  an  alternate. 

McCormick,    which  represer 
largest  individual  investment  I 
been   a   disappointment.  E.n.ii 
1978  have  not  come  up  to  expect, 
believe  the  decline  is  temporary  ; 
better  results  will  be  reported  in| 
ture.  However,  instead  of  an  ave 
nual  earnings  growth  of  around 
16%,  I  would  guess  that  future  cl 
growth  would  be  closer  to  10%  til 
definitely  recommend  the  pure] 
this  stock  at  the  current  market 
13  to  14.) 

Additional  stocks  that  appen 
tive  after  the  recent  bear  ma:| 
the    following:    Dome  I'drolcnX 
HG&G  (25),  liasiman  Ki)dak  (5'| 
McCee  (45),  Polaroid  (47),  Rile 
and  TelePrompTer  (10). 

Pittston  and  St.  loe  Minerals,  i| 
C,  have  also  acted  poorly,  but 
plan  to  eliminate  any  of  themi 
time.  They  appear  to  be  better  h\ 
sales.  ■ 


T.  Rowe  Price  portfolios 

These  three  portfolios  are  recommended  for  growth  and  appreciation.  A  $10,000  investment  was  mad 

each  company  on  Aug.  31,  1977.  The  market  performance — both  of  individual  stocks  and  portfolio! 

shown  as  of  Dec.  31,  1977,  Sept.  30,  1978  and  Oct.  31,  1978. 

Group  A 

12/31/77 

9/30/78 

10/3I/78-H 

shares 

company 

market  8/31/77 

price 

value 

price 

value 

price 

vah 

482 

Alcon  Labs' 

20% 

$10,000 

373 

A.T.  &.  Comm 

263/4 

10,000 

42% 

$15,759.25 

49 

$18,277.00 

44 

$16,4j 

661 

Castle  &.  Cooke 

IS'/g 

10,000 

17% 

11,484.88 

20% 

13,715.15 

18% 

12,1 

196 

Dome  Mines 

51 

10,000 

63% 

12,470.50 

86 

16,856.00 

75 

14,7 

265 

Dome  Petroleum 

37% 

10,000 

54% 

14,475.63 

78 

20,670.00 

59 

15,6^ 

402 

Jack  Eckerd 

24% 

10,000 

27% 

10,954.50 

3I'/8 

12,512.25 

28 

11,2 

563 

E  G  &.  G 

1 7% 

10,000 

17% 

9,993.25 

30% 

17,241.88 

26% 

15,0| 

416 

E  S  L2 

24 

10,000 

34 '/2 

14,352.00 

— 1 

610 

Flexi-Van 

16% 

10,000 

20% 

12,352.50 

21% 

13,267.50 

14% 

8,7i 

555 

Hexcel 

18 

10,000 

19 

10,  .545. 00 

25 

13,875.00 

16 

8,8l 

261 

Houst  Oil  &  Min 

38% 

10,000 

3I'/2 

8,221.50 

23% 

6,068.25 

15% 

4,0J 

435 

Lowe's  Cos 

23 

10,000 

22% 

9,896.25 

22 

9,570.00 

17'/4 

7.51 

1,176 

Magma  Power 

8>/2 

10,000 

9% 

11,319.00 

9'/2 

1 1,172.00 

8% 

10,41 

552 

McCormick 

I8'/8 

10,000 

15% 

8,487.00 

15'/8 

8,349.00 

13% 

7,3| 

1,212 

Payless  Cshwys 

8% 

10,000 

9% 

11,211.00 

151/4 

18,483.00 

12'/2 

15,li 

490 

Perkin-Elmer 

20% 

10,000 

20 

9,800.00 

25% 

12,678.75 

21% 

10,51 

347 

Sabine  Corp' 

28% 

10,000 

31% 

1 1,017.25 

544 

Scientific-Atl 

18% 

10,000 

23% 

12,784.00 

31% 

17,272.00 

27% 

14,d 

263 

Thomas  Betts 

38 

10,000 

37 

9,731.00 

41% 

10,848.75 

41 

10, /| 

575 

Viacom 

17% 

10,000 

18% 

10,781.25 

25% 

14,734.37 

2078 

Ml 

976 

Harris" 

23% 

22,753.00 

34 

33,184.00 

30 

29,al 

397 

Rite  Aids 

23 '/8 

9,180.63 

18% 

7,3l 

728 

Fleetwood'' 

15% 

11,102.00 

11 

8,C| 

879 

TelePrompTer'' 

3% 

11,756.62 

9% 

8,]| 

total  Group  A 

$200,000 

$238,388.76 

$300,814.75 

$248,31 

%  change  since  inception 

+  19.2% 

-t-50.4% 

 \\ 

30,  1977  at  42.        'Merved  for  cash  6/9P8         'Sold  April  1978  at  24^*         'Bought  .\oi  ember  197'' 

as  replacement  for  Alcon 

^Bought  April  197H  at  21%  ets  replace 

•metit  Jor  Sahine      ''Bought  at  l.i  Vh  as  partial  replacement  for  fLSL 

''Boiighl  at  1  l¥s  as  partial  repUicemerit  for  ESI.  ■ 
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Group  B 

12/31/77 

9/30/78 

10/31/78 

ires 

company 

market  8/31/77 

price 

value 

price 

value 

price 

value 

S80 

Black  lik  Docker 

17'/4 

$10,000 

16 

$  9,280.00 

19 '74 

$11,165.00 

16 '74 

$  9,425.00 

140 

Burroughs  Corp 

71'/4 

10,000 

72% 

10,'202.50 

TO 

78 

10,920.(10 

69  /8 

107 

Digital  Equip 

48 '/8 

10,000 

46 'A 

9',573.75 

48% 

10,1 17.13 

4  5 '78 

9,340.88 

147 

Walt  Disney 

40% 

10,000 

40 

9,880.00 

4278 

10,528.o7 

3  6 '78 

8,922.87 

162 

Eastman  Kodak 

1  S/, 
O  I  78 

1U,UUU 

5 1  Vh 

8,282.25 

60 '78 

9,780.75 

r»6'74 

111    C  C\ 

9, 1 12.50 

)10 

FmtTV  Air  Frt^nt 

1 1 1  ^  1  y    /  \  11   1  It^lll 

19'/2 

10,000 

lOVi 

10  486  88 

23  '74 

12,112.50 

21 

10,710.00 

.87 

r^(^n(^r;il  Flprtrir 

\  I  V.ll^lCll    1  1 V  ^  L  1  1  ^ 

53% 

10,000 

49% 

9,326.63 

in  7/ 

52 /« 

9,887.63 

A  1  ^  / 

47  Vi 

8,882.,^0 

26 

Hewlett-Packard 

79 '/4 

10,000 

73 '/4 

9^229.50 

87/8 

1 1,072.25 

77Vs 

9,717.75 

37 

IBM 

268% 

10,000 

273 '72 

10,119.50 

'1  "7*7 

277 

10,249.00 

264'/* 

9,777  .IS 

38 

John  &  John 

/  Z  74 

1U,UUU 

76  '74 

10,591.50 

83 '/s 

1 1,471.25 

73 '72 

10,143.00 

26 

K  mart 

30% 

10,000 

27% 

8,924.25 

27% 

9,087.25 

25 

8,1,50,00 

70 

Merck 

58*74 

10,000 

55'/2 

9,435.00 

/"  n 
6U 

lU,zUU.(J(J 

5674 

9,562,50 

92 

3M 

52 '/s 

10,000 

48  V2 

9,312.00 

CO  1/ 
50  74 

11  \  o  A  r\r\ 
I  1,1  84. UU 

C  7  1/ 

in  ii/' o  nn 
10,968.00 

94 

PepsiCo 

25% 

10,000 

28 

11,032.00 

28*72 

1 1,229.00 

26 '78 

10,293.25 

24 

Polaroid 

oU  /s 

1  n  nnn 
1U,UUU 

26 '7« 

8,464.50 

/I  7  7/ 
4/78 

1  c  c  1  1  cr\ 
15,51 1.50 

44  74 

14,499.00 

i34 

IW,  V  1  k^l  1 

42  Vs 

10,000 

44 '78 

10,325.25 

52 '74 

12,226.50 

46 '72 

10,881.00 

■49 

h  1 1 1  m  hprtTpr 

67 

10,000 

72  '74 

10,839.75 

on  s/ 

13,^)1)3.12 

O  /I  1/ 

o4'/2 

12,^)9L).5U 

13 

Texas  Instru 

88 '/2 

10,000 

73 '72 

8^305.50 

88 

9,944.00 

79 '74 

8,955.25 

124 

Weyerhaeuser 

30% 

10,000 

27% 

8,869.50 

29 '74 

9,477.00 

26% 

8,545.50 

i=>0 

Xerox  Corp 

52% 

10,000 

46  '74 

8,882.50 

55% 

10,616.25 

51 

9,690.00 

total  Group  B 

$200,000 

$191,362.76 

$220,282.50 

$199,949.25 

%  change  since  inception 

+  10.1% 

-0.02% 

Group  C 

company 


market  8/31/77 


price 


•12/31/77- 


value 


price 


-9/30/78- 


value 


price 


-10/31/78- 


value 


Alico  12 '74  $10,000  15 '74  $12,348.00  19%  $15,386.00  15%  $12,250.00 

AMAX  44%  10,000  36'74  8,156.25  49  11,025.00  44  9,900.00 

Anglo  Am  Gold  17'74  10,000  21 'Tz  12,470.00  24%  14,427„50  24  13,920,00 

Callahan  Mng  14  10,000  13'72  9,639,00  15  10,710,00  13 '74  9,817,50 

Campb  Red  Lakes  2778  10,000  34%  12,534,25  38%  14,072.75  33%  12,262,75 


Day  Mines 
East  Driefontcin 
Home  Mining 
Kerr-McGee 
Kloof  Gold 


8 '74 
6% 

39 '78 

59 
4% 


10,000 
10,000 
10,000 
10,000 
10,000 


8 '72 
8 '74 
36 '72 
46 14 
6 '74 


10,302,00 
12,722,50 
9,307,50 
7,900,75 
13,512,50 


12% 
10 

37% 
46% 
7% 


15,301.50 
14,540.00 
9,530.63 
7,921.87 
17,025.75 


11 '72 

9 '72 
3  5 '74 
41  '74 

7 '78 


13,938.00 
13,813.00 
9,116.25 
7,055.75 
15,404.25 


Newmont  Mng  18%  10,000  17%  9,452.00  21 '74  11,832.00  20'78  10,948.00 

Pittston  24%  10,000  23 '74  9,532.50  22'72  9,225.00  17'74  7,072.50 

Pres  Steyn  Gold  7'78  10,000  8%  11,750.13  13  18,239.00       8%  12,451.63 

Randfontein  Est  33 '74  10,000  44  13,024.00  50  14,800.00  47  13,912.00 

Ranchers  Explor  16'74  10,000  12'72  7,687.50  17'78  10,531,88  14'72  8,917,50 


RosanoRes  20'78  10,000  1978  9,753,63  20%  10,126.37  18%  9,256,62 

St  Joe  Minerals  29%  10,000  31 '74  10,604.50  27  9,288.00  25  8,350.00 

UNC  Resources  22%  10,000  18 '/i  8,381.25  24 '78  10,783.88  16'78  7,207.88 

Vaal  Reefs  14  10,000  15'74  11,245.50  20%  14,726.25  18'78  12,941.25 

West  Dnefontein  20'72  10,000  24%  12,114.13  32 y4  15,949.25  31'74  15,218.75 


total  Group  C  $200,000 
%  change  since  inception 


$212,437.89 
+6.2% 


$255,442.63 
+  27.7% 


$223,753.63 
+  11.9% 


total  Portfolio  $600,000 
%  change  since  inception 


$642,189.41 
+  7.0% 


$776,539.88 
+29.4% 


$672,062.88 
+  12.0% 


Dow  Jones  industrial  861.49 
Standard  ik  Poor's  500  96.77 
NYSE  comp  index  52.93 
Amer  Stock  Exchange  index  117.97 
NASDAQ  OTC  comp  100.10 


831.17 
95.10 
52.50 
127.87 
105.05 


-3.5%  865.82 
-1.7%  102.54 
-0.8%  57.78 
+  8.4%  168.81 
+4.9%  132.89 


+  0.5% 
+  6.0% 
+  9.2% 
+43.1% 
+32.8% 


792.45 
93.15 
51.67 
136.75 
111.12 


-  8.0% 

-  3.7% 

-  2.4% 
4  15.9% 
+ 1 1 ,0% 


;MBER  1  1,  1978 
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HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$18.65.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $261.10.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$18.30.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $512.40.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month  pre- 
ceding date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  675-7500 


INVESTMENT  NEWSLETTER 


AUTOMOBILES 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


Order  1979  Now! 

send  $1  .50  for  sample. 

WATCH 

calendar  with 
jyour  advertising 
Contact  Bob  Merrick 
408/738-2200 
'CRYSTAL-DATE 
Box  2277,  Sunnyvale,  CA  94087 


BAIT-OF-THE  MONTH  CLUB^ 

An  ideal  gift!  Make  yourself  or  some- 
one else  happy.  We  send  a  unique 
fishing  hire  each  month  for  a  year  with 
your  name  shown  as  sender.  Send  your 
friend's  name  and  address  with  $29.95 
or  your  MC  or  VISA  #  and  exp.  date. 
Write  for  quantity  discounts. 

MIDCO  SUPPLY  Dept  B 
Box  177,  Middletown,  OH  45042 
513-422-206! 


1<y  "Pt/KXM.  Ifau  .^a<4€ 

Give  them  a  Gift  Subscription  to 
HEALTH  DIGEST  Newsletter. 
Brings  Health  Information  based 
on  scientific  fact.  One-Year  SI 5.00. 
P.O.  Box  1627-I)ept.  1) 
Lima,  OH  45802 

EXECUTIVE  EDUCATION 


COLLEGE  DEGREES  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fast. 
Free  details. 
OR.  JOHN  BEAR. 
2150  Franklin  Street,  Dept.  62828 
Oakland,  California  94612 


brings  you  our  new  report,  PRFDICf- 
ING  FUTURE  DOW  AVERAGE 
[RENDS,  plus  the  next  four  issues  of 
our  10-page  weekly  market  letter, 
WALL  SIREFT  NAVIGATOR.  Why 
be  in  the  dark  about  sudden  market 
moves  when  advance  ktioweldge  about 
the  Dow  Industrial  Average  and  ma- 
jor stocks  can  help  prevent  investment 
surprises?  Our  new  8-page  report  on 
the  Dow  Industrials  points  out  factors 

10  look  for  in  predicting  future  price 
trends  of  this  important  index,  while 
the  weekly  market  letter  helps  you 
stay  abreast  of  fast-breaking  events. 
Only  $1  brings  you  this  useful  and 
informative  investment  package.  (Only 
one  trial  subscription  per  household, 
annually.)  To  obtain  this  timely  ofTer, 
send  this  ad  and  $1.00  to: 

STOCK  MARKET  APPRALSAL, INC. 
I'  ()  Box  355,  Slaplclon  Station 
Statcn  Island.  New  York  10104 

CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee  on 
non-competitive  public  drawings  for 

011  and  gas  leases  by  the  Federal  Gov- 
ernment could  return  $200,000. 

Free  details 
A  A  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix.  Arizona  85016 
(602)  955-7600 


MONEY  TO  LOAN 


FINANCING 

New  Business  Loans 
brokers  protected 

20th  Century  Finance 

Toll  Free  (800)  821-2658 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A.  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


FAST  FACTS  ABOUT  FORBES  SUBSCRIBERS 

*  Total  paid  circulation:  670,000 

,  *  306,000  are  in  top  management  positions 

*  184,000  serve  on  their  companies'  board  of  directors 

*  150,000  serve  on  boards  of  companies  other  than  their  own 

*  619,700own  stock,  average  holdings:  $232,000 

*  Average  household  income:  $52,600 

*  Average  net  worth:  $553,600 


'79  Cadillacs  Cost  Le: 
In  Detroit 

Dalgleish  Cadillac  has  the  lowe) 
sticker  prices  in  the  USA 
Buy  your  new  1970  C^adillac 
in  Detroit  from  Ddigleish, 
the  closest  dealer  to  the  Cadillac  fa< 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  se« 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  4820. 
near  the  G.M.  G  Fisher  BIdg; 
"Michigan's  Largest  Cadillac  De 

Phone  (313)875-0300 

t  .ill  Hoh  1'Kri.e  or  A!  1  iiili 


SAVE  $$$$  ON  NEW  1979  • 

Buy  at  Detroit  prices — save  i 
too!  Full  factory  warraniv  C 
free  (800)  521-7257  for  compute 
out  price,  or  mail  make  &  m< 
BONDED  BROKERS 
2547-.S  Monroe  Hlvd 
Dearborn.  Michig.in  4812 
0\i)  565-5577.  Specializing  in  \ 
Mercury,  Ford  &  other  "Big  V 

MGM'T  &  SALES  MEET 


^^^^^ 


ART  &  ANTIQUE 


COLLECTORS  SERIES 
PRINTS  &  LITHOGRAF 

Superb  selection  includes  WV 
airplanes,    autos,   ships,  rait 
American   scenes,  Indians, 
&  a  variety  of  other  subje 
to  frame.  Send  $1  00  for  cat 
W  rite  COLLECTORS  SEI 
Dept.  FM.  Box  7919 
Chicago.  IL  60680 


BUSINESS  SERVIC 


MONEY  JUDGMEU 
,AGGRF.SSIVEI."V 
COLLECTED 
OLD.  NEW.  ANY  CO 

B'l  COUNSEL  TO  HIS  C 
PROi  ESSION  FOR  30  Y 
SIDNEY  SHERWIN 


2 1 2-29 1 -2229 


HORSE  RACING 


HORSE  . 
RACING  FANS! 

New!  Direct  trom  Churchill 
Betting  System.  Win  Thous 
■LONGSHOTS  ARE  FOR 
ERS.  -  RUSH!  $9.95  lo:  "Cc 
Park-Club  House.  Jamaica 
Elton  St..  Brooklyn.  NY  11 
COD'S.  Guaranteed!  $.  RUSI 


SHARING 


0\ 


INC 


4  Ave 
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REAL  ESTATE 


COLORADO 
MOUNTAIN  RANCHES 
E  PEAK  RANCH— 10,800  deed- 
res  -I-  leases,  2'i  hrs.  to  Denver, 
40  niin.  from  Steamboat  Springs 
It.  Wearner  ski  area;  good  fish- 
Ik  and  deer  hunting,  over  1,700 
irrigated  with  good  water  rights, 
un  1,200  cows  on  a  12  month 
has  got  to  be  seen  to  be  appre- 

PICEANCE  CREEK  RANCH 

60  Beautiful  Mountain  Acres, 
es  west  of  Rio  Blanco,  Colo- 
Oil  shale  area.  Hunting,  fish- 
Ill  carry  600  head  cattle.  3  bed- 
^nodern  home  with  fireplace,  2nd 
K'abin,  barns,  shop,  corrals,  cat- 
!(les. 

ADAMS  CATTLE  COM- 
RANCH  — 4.908  deeded  acres, 
south  of  Saguache,  Colorado, 
rry  1.000  head  cattle.  Lots  of 
&  native  hay.  abundant  water, 
of  improvements.  Good  duck 
•  deer  &  elk  abound.  Within 
le  radius  of  4  major  ski  areas. 

split  up. 
e  or  small,  we  offer  some  of 
pt  properties  available  in  the 
do  region.  Ranches,  farms,  un- 
ed  acreage — we've  got  it!  for 
nformation,  call  or  write: 
ORR  LAND  COMPANY 

4455  Harlun  Street 
leat  Ridge,  Colorado  80033 
(303)  424-5010 


PORT  CHARLOTTE 
(Florida  West  Coast) 

^terfront  lot  with  access  to 
harbor. 

fe.  developed  area,  excellent 
only  $18,000.  Suitable  for 
immediate  building. 
Vrite  Box  A 152  Forbes 

60  Fifth  Avenue 
I  New  York,  NY  1001 1 


FREE  CATALOG 

:e  1978  Catalog  describes  and 
more  than  2,500  fiirnis,  ranch- 
jjages,  recreational  properties, 
town  and  country  homes 
ates  coast  to   coast!  Please 
lipype  and  location  preferred. 

ITED  FARM  AGENCY 
S!^     612-Y  \V.  47th 
ansas  City,  MO  64 II 2 

)NO  MOUNTAINS,  PA. 

|nly  1 1;.  hrs  from  NYC 
S,  Including  70  acre  mountain 
Ir  3,000  ft  paved  road  front- 
able  for  corporate  recreation 
Educational  or  religious  re- 
ES.OOO. 

IAN  AGENCY  REALTORS 
l9  Dingman's  Ferry,  PA  18328 
(717)  828-2317 


tULCO  CONDO  FOR  SALE 

^drm  3  Bath  Penthouse 

on  the  beach. 
Iment    Service    &  Rental 
pntracts  Available. 

Excellent  Investment/ 

intact  Mr.  Feinstein: 
(213) 272-1166 


ESTATE  WANTED 


ND  WANTED 

^h/Recreation  type 

num  10,000  deeded  acres 

Size  unlimited. 
1  purchase  or  terms  to 
fccommodate  seller. 
[Box  A 1 50  Forbes. 
Ih  Ave.,  N.Y.,  N.Y.  10011 


REAL  ESTATE 


HUNTING  I 

^^B^^^k^^BH  or  selling  ■> 


Find  out  how  fast  and  easy  it  really 
can  be'  Write  tor  our  FREE  booklet 
TAKING    THE    HASSLE    OUT  OF 
HOUSE  HUNTING      and  how  to  sel 
your  home  for  the  right  price  fast 
No  obligation! 

M  


n 


Mm,  RELOCATING? 


ASSISTANCE  fl 


800-325-3777 


.ReoltyUSA® 


P  0  Bo>  5780  F 
St   Louis,  mo  531  21i 


BUSINESS  OPPORTUNITIES 

INDUSTRIAL 
MANUFACTURING  LICENSE 

to  qualified  candidates  who  enjoy  the 
allure  of  Industrial  Manufacturing. 
We  offer  a  virtually  competition-free 
business  secured  by  machinery,  train- 
ing and  long-range  support.  Invest- 
ment of  $115,000  should  generate  sub- 
stantial annual  income.  Company  scru- 
tiny is  considerable.  We  are  seeking 
master  licensees  for  foreign  countries. 

North  American  Curbide  Corp. 

Call  Mr.  Faircloth,  1-800-525-9496 


WIN 


BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


_  OTHERS  00  EVERY  MONTH  IN  U  S  GOVERNMENT  OH 
LEASE  DRAWINGS   IF  YOU  ARE  21  AND  A  CiTlZEN 
YOU  CAN  PAdTtCIPATE  EQUALLY  WITH  MAJOR 
Oil  COMPANIES  IN  THIS  LEGAL  LOTTERY  A 
$?5  TAX  OEDUCTtBLE  FILING  FEE  CAN 
RETURN  UP  TO  S;5  000  AND  MORE 
IMMEDIATELY  PLUS  A  POSSIBLE 
FORTUNE  IN  FUTURE  INCOME 
WRITE  DEPT  FF  FOR  FREE  INFORMATION 
F  MILLIGAN,  INC  600  MANHAHAN  BOULDER  CO  80303 


KIMO'S 
POLYNESIAN  SHOP 

Retail  men's  and  women's  cloth- 
ing store  franchises  now  available 
worldwide.  $.10,000  and  up. 
For  complete  brochure  write  to: 
JILENE,  INC.,  Dept.  F,  808  State 
St.,  Santa  Barbara,  CA  93101. 


MAKE  A  FORTUNE  IN  MAIL  ORDER  - 


I  am  founder  and  president  of  Haverfiill's 
and  Henniker  s,  two  of  the  most  successful 
mail-order  firms  m  the  U  S  I  made  over  $2 
million  m  mail-order  in  just  5  years  You 
can  do  as  well  and  possibly  much  better  by 
following  my  proven  step-by-step  fortune 
building  plan.  Send  refundable  $1  bill  (no 
checks,  please,  our  bank  can't  handle 
them)  for  full  outline  to.  Gerardo  Joffe,  Box 
7584,  Dept  Fu/?  .  San  Francisco,  CA 
^4120.  Do  It  now,  It  may  change  your  hfe^ 


.  MAKE  A  KILLING  . 
INCLOSEOUTS! 

Strike  It  rich  buymg.  selling,  trading  fast- 
cash  discards  Secret  angle  also  gives  you 
new  car,  color  TV,  jewelry  practically  FREE. 
Send  $1  for  revealing   Insider's  Folio.  ' 


oosiMii  m:i'OKT 

15  W.  38th  St..  Dept.  R46 
New  York,  N  Y.  10018 


FoRBES: 
CAPITALIST 
TOOL 


BUSINESS  OPPORTUNITIES 


MAGAZINE 
PROFESSIONAL 

BUSINESS  OPPORTUNITY 

For  individual  or  husband  and 
wife  team.  Income  potential  for 
first  year  $40-6(1,000.  GOOD- 
LIFE  MAGAZINE  is  a  monthly 
publication  featuring  articles  on 
health,  happiness  and  home. 
Free  to  local  residents  Fran- 
chise to  sell  advertising  and  serv- 
ice accounts  monthly  GOOD- 
LIFE  handles  all  production. 
Franchise  territories  arc  now 
open.  Need  someone  who  can 
start  immediately.  Full-time  re- 
quired. Immediate  income,  com- 
pany training  and  assistance  in 
establishing  major  accounts. 
Cash  investment  $12,900  re- 
quired.   Qualified    person  call 

Major   at   Goodlife  Publishing 

Corp.,  708  Wcstwood  Office  Park. 

M12  Fredericksburg,  VA  22401 

(70?)  ,t71-7430. 


Equal  Footing 
with  the  Oil 
Companies 

Each  month  the  U  S  Depart- 
ment of  Interior  awards  leases 
for  the  gas  and  oil  hehts  to 
parcels  of  public  land  ...  to 
qualified  U  .S.  citi2ens  twenty- 
one  or  older. 

Where  are  the  richest  par- 
cels? How  can  you  win  valu- 
able oil  and  gas  rights? 

Write  or  call: 

Federal  Petroleum  Research. 
Int.,  1737DeSaIesSt.  N  W  , 
Suite  300,  Washington,  D  C. 
20036  •12021  347^8461 

Nm  afhUdtcd  with  the  U  S  Covrrrunail 


NOW  YOU  C  AN  MAKE 
OVER  $100,000  A  YEAR 

ORDER  NOW  vour  cassette 
tapes,  entitled  "HOW  TO  MAKE 
$500  to  $2000  DOLLARS  PER 
WEEK  IN  YOUR  .SPARE 
TIME."  Revealed  for  the  very 
first  time  ever  on  cassette  tapes, 
secrets  on  how  the  rich  get  rich, 
and  how  yon  can  also,  if  you've 
got  the  savvy.  All  you  must  do  is 
follow  the  instructions  on  the 
tapes.  Don't  wait!  To  order  now. 
send  $29.9.S  —  check  or  money 
order  to:  VALIANT  PUBLISH- 
ING AND  INFORMATION 
CO.  Dept.  K-L.  P  O  Box  12'>7I 
Decatur.  OA  .100.'!2.  Please  allow 
2  to  3  weeks  for  delivery.  Satis- 
faction guaranteed  or  money 
cheerfully  refunded. 


New  Roads 
toWealth 

and 
Oppoflunily 


CAN  OPEN  THE  DOOR 

to  your  own  exclusive  business  help 
ing  millions  needing  our  mind-acfi- 
vating  programs  and  services  in  tfie 
communications  and  fiuman  relations 

  industry  No  franchise  fee.  Training 

and  testimonial  provided  Send  for 
It  today  SAI.  Inc.  Dept,  FB12-FB1.  P,0  Box  47621 
Dallas,  TX  75247  Pli  214-630-6226 


BUSINESS  CONNECTIONS 


ARAB  BUSINES-SMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A15I  Forbes 
60  Fifth  Avenue 

New  York.  NY  10011 


BUSINESS  OPPORTUNITIES 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP'Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
$10,000  cash  investment  re- 
quired. If  you  qualify — 

CALL  TOLL  FREE  TODAY 

1-800-821-7700.Ext.323 

P.O.  Box  5630, 
4470  Monroe  St.,  Dept.  FB 
Toledo,  Ohio  43613 


OUR  COMPUTER  IS  AN  ARTIST 

Using  a  TV  camera  as  its  eyes  and 
a  high-speed  printer  as  its  brush, 
our  computer  sketch  system 
"paints"  a  lifelike  portrait  of  a 
person  in  45  seconds. 

Everybody  is  a  customer! 

•  Proven  moneymaker 

•  Easy  to  operate 

•  All  cash  profits 

•  Excellent  for  absentee  or  owner/ 
operator 

•  High  traffic  locations  available 

•  Your  investment:  $12,500 

•  Distributorships  also  available 
For  solid  facts  and  figures,  call 
(617)  9.V5-8090.  ext.  491,  FOTO- 
FUN  MARKETING,  Northeast 
Trade  Center,  100  Sylvan  Road. 
Woburn.  Mass.  01801 


YOU  COULD  BE 
A  WINNER 

For  only  a  $25.00  tax-deductible 
entry  fee,  you  could  realize  large 
profits  from  federal  oil  and  gas 
lease-rights.  Monthly  drawings 
are  conducted  by  the  Bureau  of 
Land  Management  offering  op- 
portunity to  all  citizens.  We  urge 
you  to  take  advantage  of  our  in- 
dustry expertise. 

For  further  information, 
call  or  write: 

Western  Region,  Inc. 

7.5  15  Grecfivillc  Ave.,  Suite  404 
Dalhis,  Texas  75231 
214/750-6580 


BUSINESS  PRODUCTS 

CUT  INDUSTRIAL  GU.  IML.L.S 
and  cut  pollution  with  the  propi-r 
and  etonomical  use  of  platinum. 
(Described  in  INDUSTRY  WEEK 
and  NEWSWEEK  )  Order  FUEL- 
SAVER  platinum  SOLUTION  no></ 
and  we'll  supply  the  equipment 
without  charge. 

NATIONAL  FUELSAVER  CORI'. 
667  WASHINGTON  STREET 
BROOKLfNE.   MAO' 146 

TEL:  617/73  1  -4444 
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UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  38  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  January  2,  1979 
to  shareholders  of  record  at  the 
close  of  business  December  8, 
1978. 

R.  E.  FONVILLE 
Secrefary 

Dallas,  Texas 
November  17,  1978 


Electric  Utility  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

lUimini^h.in).  ALilhimd 
Common  Stock  Dividend  No.  22 

A  regular  quarterly  dividend  of  ^^' > 
cents  per  share  has  been  declared  on 
the  Common  Stock  of  Southern  Natu- 
ral Resources,  Inc.,  payable  December 
14,  1978  to  stockholders  of  record  at 
the  close  of  business  on  November 
30,  1978. 


RONALD  L.  KUEHN, 
Secretary 


IR. 


Dated  November  1  1978 


Christmas 
Seals 


Fight 
Lung  Disease 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  ls> 


A-T-OInc   18 

Aetna  Business  Credit   72 

American  Express  126 

KTikT   64 

Amfac   8 

Armour  Pharmaceutical   38 

Atlantic  Richfield   39 

Avon   87 

Bangor  Punta   90 

Bank  of  America   34,  72 

Barnes   134 

Batterymarch  Financial  Management  87 

Baxter  Travenol  Labs   37 

A.H.  BeloCorp   36 

Boeing   132,  134 

BP   53 

Chase  Manhattan   72,  87,  90 

Citibank   72 

CBS   17 

Columbia  Pictures  Inds   116 

Combustion  Engineering   138 

Continental  Illinois   72 

Continental  Telephone   64 

Cox  Broadcasting  Corp   50 

Cutter  Labs   38 

R.R.  Donnelley     Sons   134 

Eastern  Airlines   132 

Emerson  Electric   134 

Emhart   134 

L.M.  Ericsson   64 

Ethyl  Corp   79 

Exxon   132 

Federal  Express   139 

First  National  Bank  of  Chicago   72 

Ford  Motor   72 

Franklin  Mint   14 

GE   35,  50,  72 

General  Signal   134 

GTE   35,64 

General  Tire  6k  Rubber   132 

Georgia  Pacific   81 

W.R.Grace   90 

Grantham,  Mayo, 

Van  Otterloo  &  Co   87 

Hitachi   35 

Honeywell   134 

IBM   134 

ITaT   64 

Irving  Trust   72 

Japan  Air  Lines   10 

fartran  Inc   116 

Keystone  Portland  Cement   94 

Kidde,  (Walter)   138 

Lafarge  S.A  94 


Lone  Star  Inds   ^ 

Lubrizol  Corp  

Manufacturers  Hanover  Trust 

McDonald's   

Mead  Paper  Co   

MGM   

3M  Co   

Mobil   

Morgan  Guaranty   

Murphy  Oil   

NCR   

Nippon  Electric   

Northern  Telecom   

Nucor   

Occidental  Petroleum   

Paramount   

PepsiCo   

Peterson,  Howell     Heather  , 

Philip  Morris  

Philips  N.V  

Phillips  Petroleum   

Plessey,  Ltd   

Pogo  Producing   

Potlatch  Corp  

Premier  Consolidated  Oil  Fieldj 

Procter  Gamble   

RCA   

Republic  Nat'l  of  Dallas   

Revlon   

Robin  Int'l   

Rockwell  Int'l   

Royal  Bank  of  Canada   

Rubbermaid   

Ryder  System   

Security  Pacific   

Sensormatic  Electronics   

Siemens   

Southeast  Bank  of  Miami  .... 

Springs  Mills   

E.R.  Squibb  Sons   

Stauffer  Chemical   

Superscope   

TMC  Inds,  Ltd   

Tandy   

Teledyne   

Texaco   

Texas  Instruments   

TWA   

Travelers  Corp   

UAL   

United  Bank  of  Illinois   

United  California  Bank   

Wheelabrator-Frye   

Zenith   


148 


FORBES,  DECEMl 


This  is  the  diary  FORBES  built  It^s  custom 
made  for  any  busy  business  executive 


1  9  7  » 


ijobody  wanted  a 
■iiat  was  a  mini- 
hpedia.  A  file  of 
j:s  up  front  takes 
ijmuch  room, 

idly  if  you  are  on  a  trip  or  in  a  client's  office.  Plenty  of 
'i  space,  on  the  other  hand,  comes  in  very  useful 
Sou  are  making  arrangements  by  phone  and  don't 
Tie  to  organize  your  notes.  A  ribbon  page  marker 
jnting  through  pages  and  is  an  absolute  must, 
il  considerations  like  these  were  all  embodied  in  one 
d  then  translated  into  an  elegant  yet  practical 

rbes  Diary  is  the  result.  It's  compact  yet  generous  in 
space.  It  offers  reference  information  you  are  most 
want  and  leaves  out  the  rest.  Some  items  for 
records  you'll  find  unusual.  But  come  tax  time, 
)preciate  why  they  are  there.  The  handsome  layout, 
paper  and  binding  will  make  it  a  pleasure  to  open 
daily.  Needless  to  say,  it  should  make  a  welcome 
ou  would  like  to  order  one  or  several,  send  your 
ith  the  order  form  below,  or  write  to:  Forbes  Diary, 
Avenue,  New  York,  N.Y.  10011. 


FORBES  DIARY  FEATURES 


2  full  pages  per  week 
hourly  schedule  plus  note 
space  for  each  day 
personal  data  record 
record  of  securities  bought 
and  sold 

chart  of  security  and 

financial  trends 

U.S.  and  international  air 

distances 

metric  conversion  tables 
toll  free  800  telephone 
directory 

staff  vacation  chart 


■record  of  charitable 

contributions 
■statistics  on  top  U.S. 

corporations 
■time  chart  world  cities 
■currency  converter 

■  mini-diary  for  first  3  months 
of  following  year 

■ribbon  marker 

■brown  kivar  padded  binding 

imprinted  in  gold 
■size— 8"  X  10 

■  comes  in  custom  gift  box 


Send 


TO:  FORBES  DIARY 

(Att:  Mr.  Ted  York) 

60  Fifth  Ave.,  N.Y.,  NY  10011 


-J979  Forbes  Diary(ies)  at  $15  each.  My  check  for 
Jncluding  appHcable  sales  tax  *  payable  to 


Forbes  Inc.  is  enclosed.  For  orders  of  more  than  five  diaries  and 
personalization,  please  inquire  about  special  rates. 


Name- 


Address. 


City_ 


State 


Zip . 


□  Please  hill  me. 

•  Please  add  8%  in  New  York  City,  sales  tax  elsewhere  in  New  York  State 
as  prescribed  by  law. 

D7 
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Thoughts 

on  the  Business  of  Life 


The  Anglo-Saxon  conscience 
doesn't  keep  you  from  doing  what 
you  shouldn't;  it  just  keeps  you 
from  enjoying  it. 

Salvador  dk  M \1)akia(;a 


If  tempted  by  something  that  feels 
"altruistic,"  examine  your  mo- 
tives and  root  out  that  self-decep- 
tion. Then,  if  you  still  want  to 
do  it,  wallow  in  it! 
Robert  A.  Heinlein 


Aren't  you  glad  you  didn't  answer 
all  the  knocks  of  opportunity? 

William  Feather 


Have  no  "kowtowing"  respect 
for  precedent.  Do  not  allow  the  dic- 
tate of  public  opinion  to  hamper 
your  efiforts. 

John  H.  Patterson 

He  dares  to  be  a  fool,  and  that  is 
the  first  step  in  the  direction  of 
wisdom. 

Iames  Gibbons  Huneker 

Giving  up  is  the  ultimate  tragedy. 

Robert  ].  Donovan 

You  can't  keep  a  good  man  down 
or  a  bad  one  up. 

P.K.  Thomajan 

A  man  who  dares  to  waste  one 
hour  of  time  has  not  discovered  the 
value  of  life. 

Charles  Darwin 


The  young  have  aspirations  that 
never  come  to  pass,  the  old  have 
reminiscences  of  what  never 
happened. 

H.H.  MuNRO 


We  should  be  careful  to  get  out  of 
an  experience  all  the  wisdom 
that  is  in  it — not  like  the  cat  that 
sits  down  on  a  hot  stove  lid.  She 
will  never  sit  down  on  a  hot  stove 
lid  again — and  that  is  well;  but 
also  she  will  never  sit  down  on  a 
cold  one  anymore. 

Mark  Twain 


I  feel  sorry  for  people  who  don't 
drink,  because  when  they  get  up  in 
the  morning,  that's  as  good  as 
they'll  feel  all  day. 
W.C.  Fields 


When  looking'  hack,  usually  I'm  mare 
sorry  for  the  things  I  didn  't 
do  than  for  the  things  I  shouldn  't 
have  done. 


Optimism— for  the  young 
it's  natural:  for  the  old  it's 
a  necessit)'  * 
Chairman  Malcol.m 


The  basis  of  optimism  is  sheer 
terror. 

Oscar  Wilde 

So  live  that  you  wouldn't  be 
ashamed  to  sell  the  family  par- 
rot to  the  town  gossip. 
Will  Rogers 


Inability  to  tell  good  from  evil  is 
the  greatest  worry  of  man's  life. 
Cicero 


Old  man  exhausted  by  or- 
deal, detached  from  human  deeds, 
feeling  the  approach  of  the 
eternal  cold,  but  always  watching 
in  the  shadows  for  a  gleam 
of  hope! 

Charles  De  Gaulle 

Years  do  not  make  sages;  they  only 
make  old  men. 

Anne  Swetchine 

Old  age  is  a  tyrant,  which  for- 
bids the  pleasures  of  youth  on  pain 
of  death. 
La  Rochefoucauld 

Everyone  desires  long  life,  no 
one  old  age. 
Jonathan  Swift 


'The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  over  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and  order  to 
Forbes  Inc.,  60  Fifth  Avenue.  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


You  first  parents  of  the  human 
race  .  .  .  who  ruined  yourselve' 
for  an  apple,  what  might  you  m 
have  done  for  a  truffled  turkey 
Brillat-Savarin 

Conscience  is  the  referee  in  th 
game  of  life. 

Ar,nold  Glasow 

Experience  isnot  what  happens 
a  man,  it  is  what  a  man  does 
with  what  happens  to  him.  It  i 
gift  for  dealing  with  the  acci- 
dents of  existence,  not  the  acc 
dents  themselves. 
Aldous  Huxley 

Progress  comes  from  the  intel 
gent  use  of  experience. 

Elbert  Hubbard 

We  cannot  advance  without  nc 
experiments  in  living,  but  no 
wise  man  tries  every  day  what 
has  proved  wrong  the  day  bef 
James  Truslow  Adams 

Only  so  much  do  I  know  as  I 

have  lived. 

Ralph  Walix)  Emerson 

When  it  was  seen  that  many  of 
wicked  seemed  quite  untrou- 
bled by  evil  consciences  .  .  .  th 
the  idea  of  future  suffering  w 
advanced. 

Lewis  Browne 


A  Text . . . 

In  all  things  shewing  th 
a  pattern  of  good  works 
Titus  2:7 


Sent  in  by  Mrs.  John  R.  White,  Terrc 
Ind.  What's  your  favorite  text?  The 
Scrapbook  of^  Thoughts  on  the  Busi; 
Life  is  presented  to  senders  of  texts  u 


The  one  serious  conviction  th; 
man  should  have  is  that  notl" 
is  to  be  taken  too  seriously. 

Samuel  Butler 

Planning  for  happiness  is  rarej 
cessful.  Happiness  just  happfl 

Robert  H.\lf 


l.SO 
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Companies:    Once,    Saul  France:  Can   1.5  million  Cover  Story:  Minneapolis'  Companies:  Anyone  who  Companies:  laka 

Steinoerg  was  the  terror  of  new  French  investors  be  Dayton  Hudson  Corp.  re-  remembers  World  War  U  Smith's  TransH 

the  Establishment.  His  new  wrong?  Thanks  to  a  new  tax  tails  "everything  for  every-  shouldn't  be  surprised  that  doesn't  think  the 

image  is  not  exactly  Mr.  law,  the  French  are  bullish  one"  and  is  more  profitable  Messerschmitt-Bolkow-  industry  will  be 

Nice  Guy,  but  it's  a  lot  mel-  on  France.  32  than  almost  anyone.  53  Blohm  is  Europe's  strongest  ed — but  he  isn't  to 

lower  than  his  old  image.  30  aerospace  company.  36  even  if  it  is.  41 


Features 

Religion:  The  Methodists  And  Mammon.  Can  you  sue  a 
religious  denomination  for  the  actions  of  an  entity  to  which 
it  has  lent  its  name  and  good  offices?  The  United  Method- 
ist Church  says  you  can't.  A  federal  court  says  maybe  you 
can  25 

Construction:  Another  Domino  Is  Falling.  While  every- 
body IS  worrying  about  U.S.  imports  of  steel,  electronics  and 
textiles,  another  major  U.S.  industry  is  fast  losing  out  to 
foreign  competition.  And  this  is  a  huge  domino — the  $70 
billion  heavy  construction  industry  27 

Companies:  Bunkie  Kmidsen  Gets  His  MAN.  The  chair- 
man of  White  Motor  Corp.  has  been  holding  off  the  bankers 
for  years.  He's  finally  found  a  rescuer  in  Europe  42 

Companies:  Hardly  Cleaning  Up.  Make  a  good  product, 
stick  with  it;  that's  a  formula  for  success  in  some  markets, 
but  not  in  Hoover  Co.'s  dwindling  U.S.  vacuum  cleaner 
market.  Which  is  why  Chairman  Merle  R.  Rawson  finds 
himself  sounding  like  a  new-car  salesman  about  Hoover's 
new  "Concept  I"  that  does  everything  but  change  the  storm 
windows  44 

Companies:  Nat  Ancell's  Unique  "Antiques."  The  hero 
of  Fort  Ticonderoga  in  the  American  Revolution  never  made 
a  stick  of  fumiture.  But  Ethan  Allen,  Inc.  has  used  his 
name  to  sell  a  lot  of  it;  and  its  spirited,  70-year-old  chairman 
has  big  plans  for  the  future  46 

Statistical  Spotlight:  The  Forbes  Christmas  List.  The 
securities  markets  are  about  the  only  place  the  Christmas 
shopper  will  find  bargains  this  season.  Here's  a  list  of 
some  for  the  person  who  doesn't  have  everything  47 

Electronics:  Recessions  are  hard  on  everybody,  but 
they're  terrible  on  the  semiconductor  industry.  And  the 
industry  is  booming  so  spectacularly  this  year  that  its 
cooler  heads  are  already  worried  52 

The  Streetwalker:  For  Contrarians  Only.  Why  Harold 
Geneen  is  bullish  on  Merrill  Lynch;  and  why  Paine,  Webber 
Vice  President  Carolyn  Cole — one  of  the  few  analysts  who 
follows  her  ovm  industry — is  not  58 


Faces  Behind  The  Figures 

Jack  T.  Conway  (Atlantic  Richfield) 

Harry  Gantz  (American  Technical  Industries) 

Ronald  Foppen  (Neiman-Marcus)   

Donald  I.  Fine  (Arbor  House  Publishing) 

Julian  M.  and  Lee  Sobin  (Friendship  International)  

Sir  Arnold  Weinstock  (Britain's  General  Electric)   


Money  And  Investments 

The  Economy:  Can't  Anybody  Here  Play  This  Game 
object  of  the  game  is  to  elucidate  the  Carter  Administratio 
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MAI  we're  growing  very  nicely 
The  reason  is  simple. 


Actually,  the  reason  is  simplification. 

As  the  products  of  the  computer  industry  rap- 
idly became  more  complex  and  difficult  to  cope 
with,  we  decided  that  an  enormous  opportunity 
awaited  the  company  that  could  reverse  this 
trend. 

And  so  it  proved. 

Our  technologically  complex  yet  simple-to- 
operate  Basic  Four  ®  computer  system  rapidly 
achieved  international  success  and  acceptance. 
Among  small  businesses  and  large  businesses 
alike. 

Our  Wordstream'"  shared-logic  word  process- 


ing system  is  winning  wide  acclaim.  As  much  for 
its  remarkable  simplicity  of  operation  as  for  its 
many  exclusive  features. 

And  thanks  to  innovative  and  simplified  tech- 
niques for  the  maintenance  and  service  of  all 
types  of  data  processing  equipment,  Sorbus,  our 
nationwide  service  company,  has  become  the 
service  arm  of  thousands  of  end  users.  As  well 
as  equipment  manufacturers. 

The  figures  above  are  partial  evidence  that 
making  it  simple  is  making  MAI  grow. 

For  further  evidence  we  invite  you  to  send  for 
our  literature,  including  our  annual  report. 


It  lakes  a  smart  company  to  make  computer  technology  simple. 


Management  Assistance  lnc./300  East  44th  Street/New  York  NY  10017 

The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation   •  Sorbus  Inc. 
Wordstream  Corporation  •  Wordstream  Products  Corporation 


Forbes 


Side  Lines 


Editor 

)ames  W,  Michaels 


Hanaclng  Editor 

Sheldon  Zai.aznick 


Executive  Editors:  Dero  A  Saunders,  lames  Cnnk, 

Norman  Pearlstinc  (West  Coast  and  Pacific] 

Economlci  Editor:  Ben  Weberman 

Art  Director:  Everett  Halvorsen 

Senior  Editor*:  Ruth  M  Cruenberg, 

Robert  |  Flaherty,  Cieoffrey  Smith,  Howard  Rudnitsky, 

lefferscin  (iriKsby,  lohn  A  C?onway, 

Stanli  y  H  Brown,  Maleolm  S  Forbes  Ir, 

Auoclate  Editors:  (Mothield  Spencer,  Paul  W.  Sturm, 

Paul  Blustein,  Paul  Gibson,  Ellen  Melton, 

lean  A  Briggs,  Phyllis  Berman 

Staff  Writers:  Harold  Seneker,  lames  O'Hanlon, 

Lawrence  Minard,  Nick  Galluecio 

Reporters:  Brian  McGlynn,  Betty  Franklin, 

Steven  Solomon,  Cynthia  Saltzman 

Reporter-Researchers:  Flora  S  H  Ling,  Chief; 

Sharon  Reier,  Thomas  laffe,  Richard  Greene, 

Tedd  Cohen,  William  Flarris,  Gerald  Odening, 

Linda  Gasparello,  Christine  Miles,  Ayako  Doi 

Statistical:  Robert  M  Sterenson,  Editor; 

Donald  E  Popp,  Associate  Editor,  Edward  Sakalian, 

Maria  M  Latorraca,  Ann  Oliver,  Steven  Markman 

Washln^on  Bureau:  |ohn  M  Berry,  Manager; 

Fern  Schumer 

West  Coast  Bureau:  Kathleen  K  Wiegner, 
john  Merwin,  Ellen  Pans,  Anthony  Spaeth 
Southwestern  Bureau:  lames  Flamgan,  Manager; 
Elizabeth  Bailey,  lane  Carmichael 
Midwestern  Bureau:  Bob  Tamarkin,  Manager; 
Marcia  R  Berss 

European  Bureau:  Barbara  Ellis 

Copy  Department:  Arbne  H  Meltzer,  Manager, 

Dolores  Guilhot 

Art  Department:  Roger  Zapke, 

Timothy  I.Newcomb,  Assistant  Directors; 

Nikki  Frost,  Cheryl  Wiesenfeld,  Photo  Researchers 

Columnists:  Heinz  H  Biel,  Lucien  O  Hooper, 

Thomas  P  Murphy,  Stanley  W  Angrist 

Director  of  Production:    |ohn  I  Romeo; 

Robert  M,  Rosengarten,  Edward  B  Morgan, 

Diane  B  Freeman,  Robert  D  McDaniel,  Assistants 

Advertising  Production:  Patricia  Deckelmck 

Photocomposition:  lames  Cianelli,  Manager; 

Vincent  Loccisano,  Assistant,  Lynn  Caspar, 

lohnnie  English,  Arthur  Petz 

Librarian:  Doloies  A  Lataniotis;  Clarita  lones, 

Santiago  Alvarado,  Gloria  Katz 


President  and  EdItor-ln-Chlef 

Malcolm  S.  Forbes 


PubUsher 

Iames  |.  Dunn 


Executive  ^ce  President 

Leonard  H.  Yabi.on 


Vice  President  and  Secretary:  Malcolm  S.  Forbes  jr. 
Vice  President-Treasurer:  Leonard  Greenberg 
CootroUer:  |oel  B  Redler 
Director  of  Advertising:  Stephen  G  NicoU 
Director  of  Sales  I>romotlon  and  Research: 
Wm  l^onald  Carson 

Director  of  Circulation:  lohn  M  Thornton 
Director  EDP:  lerome  Hoffman 
Advertising  Representatives: 

New  York:  AO  Fifth  Ave  ,  lOUll, 
Peter  M  Sthoff  Mgr , 

Arnold  I  Prives,  Fin  Adv  Mgr ,  H.  Duncan 

McMillan,  (.ji-Dir  Spec  I*ro|-;  George  C. 

Chssold,  i:)onald  W  MacDonald,  G  Croft  Henry, 

Charles  S  Thorn  |r  ,  lohn  A  Wilson,  Richard  Calkins 

Dir  of  International  Adv    lames  W  LaCirignola 

AtlanU:  SSO  Pharr  Rd  N  E  ,  MHOS, 

Don  L  Uhlenhopp,  Mgr 

Ciilcago:  4,<S  N  Michigan  Ave.,  6061  I, 

Richard  W  Reynolds,  Mgr.; 

lames  H  Mallon,  Fred  H,  Wellington 

Cleveland:  Suite  SOI,  The  Leader  Building,  441  14, 

lames  B  Norton,  Mgr 

Dallas:  46H1  First  National  Bank  Building,  7S202, 

Donald  R  Brown,  Mgr.; 

William  R  Arnold,  Co-Dir.  Spec  Pro|. 

Detroit:  .1,1*  I  West  Big  Beaver  Rd  ,  Troy,  Mich  48084, 

Richard  E  Forbes,  Manager 

Los  Angeles:  SyOO  Wil.shire  Blvd.,  900.16, 

Robert  L  Kimmeric,  Mgr 

San  PrancUco:  625  Market  St.,  94105, 

lohn  B.  Cunningham,  Mgr. 

Classified:  Saran  Madison 

60  Fifth  Avenue,  New  York,  N  Y.  1001  1, 

Phone:  21 2-675- 7S(X) 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave..  New  York.  N.Y.  1001 1 


PAID  CIRCULATION  OVER  660.000 


POUNDED  1917  BY  B.C.  FORBES  (1S80-19B4) 


Stocking  stuffers 

As  far  as  our  oldest  staff  mcYnbers  can 
recall,  this  will  be  the  first  time  Forbks 
has  published  a  Christmas  list.  But  it's 
our  kindx)f  shopping  list:  You'll  find  it  on 
page  47,  a  list  of  stocks  and  bonds  you 
might  want  to  acquire  for  yourself  or 
someone  else  this  holiday  season. 

The  stocks  on  the  list,  for  example, 
have  very  high  yields,  or  very  low  price/ 
earnings  ratios,  or  unusual  recession  re- 
sistance, or  sell  way  below  book  value,  or 
some  mixture  of  these;  and  they  are  cho- 
sen from  what  can  only  be  a  marketful  of 
bargains,  to  judge  from  the  inflation-ad- 
justed chart  at  the  right. 

But  remember:  Just  as  every  gift  is  not 
right  for  everybody,  so  the  securities  on 
the  list  are  not  recommendations  but 
suggestions  for  you  to  consider. 

The  saddest  of  Christmases,  unfortu- 
nately, seems  in  store  for  the  people 
caught  in  the  toils  outlined  in  the  lead 
story  on  page  25,  about  the  bankruptcy  of 
a  major  group  of  retirement  home  ven- 
tures sponsored  by  a  regional  body  of  the 
United  Methodist  Church.  The  worst  of 
it  is  that  even  tackling  the  problem 
raises  grave  issues  of  public  policy — the 
separation  of  church  and  state,  and  the 


In  the  wings 

As  this  issue  went  to  press,  our  big  year- 
end  annual  survey  of  American  industry 
was  waiting  in  the  wings — part  of  it 
ready  for  photocomposition,  part  of  it  on 
editors'  desks,  part  of  it  still  in  fast-mov- 
ing typewriters.  Heading  the  editorial 
task  force  for  this  year's  survey,  our  31st, 
is  Senior  Editor  Geof  Smith,  39,  a  veter- 
an of  12  years  with  Forbks.  Statistical 
Editor  Bob  Sterenson,  31,  who  left  Value 
Line  to  join  our  staff  nearly  six  years  ago, 
is  in  charge  of  the  numbers. 

Smith,  just  back  from  a  two-year  tour 
as  chief  of  the  Forbes  European  Bureau 
in  London,  finds  the  assignment  a  good 
chance  to  get  reacquainted  with  his  old 
beat.  "We're  focusing  much  more  this 
year  on  what  lies  ahead  than  we've  done 
in  the  past,"  says  Smith.  "That  means 
wc  have  to  think  a  bit  harder.  But  we 
hope  the  result  will  be  more  useful  for  our 
readers." 

For  Sterenson  and  his  six-person  de- 
partment, the  last  few  days  provide  the 
most  anxious  moments — "the  last-min- 
ute hustling  for  companies  that  don't 
report  on  time,  keeping  a  daily  tab  on 
pending  mergers  and  monitoring  a  dou- 
ble check  of  our  numbers."  Trying  to 
hold  the  number  of  companies  surveyed 
down  to  a  manageable  1,000  (actually 


I      I  Dow  Jones  Industrial  avera( 

^1  Dow  Jones  industrial  avera| 
adjusted  for  inflation 
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liability  of  all  members  of  a  re 
denomination  for  the  acts  or  mist 
a  few  officers  or  congregations. 

But  no  one  should  turn  away  fn 
subject  just  because  he  or  she  ( 
happen  to  be  a  Methodist.  The  Pr( 
rians  and  the  Episcopalians,  amor 
ers,  also  sponsor  such  retirement 
and  are  subject  to  the  same  pressi 
inflation  and  longevity  that  engull 
Methodists. 
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[fan 
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Editors  Sterenson  (left)  (utd  Smith 
The  words  and  numbers  start  to\ 


1,006)  meant  establishing  a  bottoj 
off  point  for  adding  new  companiel 
less  than  $275  million  in  sales 
million  last  year).  "An  unusuall 
number  of  companies,  over  30, 
off  our  list  this  year,"  Sterensoi 
"mainly  due  to  merger."  ■ 
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LOVE  LETTERS  TO 
\CARCOMRMIY? 


You'd  probably  never  dream  of  writing  a 
I  letter  to  the  company  that  built  your  car. 
at  Volvo,  we  get  them  all  the  time. 
Maybe  because  9  out  of  10  people  who  buy 

I ^  Volvos  are  happy. 
But  some  people  who  own  Volvos  aren't 
[ely  happy.  They're  absolutely  ecstatic. 
People  like  Orv  Jacobson  of  Ocean  Shores, 
"^,hington:  "Now  that  it's  at  the  200,000  mile 
k,  I  figure  it  has  another  200,000  more  miles 
...you  just  don't  trade  in  members  of 
r  family." 

Vlary  Howard  of  West  Trenton,  New  Jersey: 
iietj  is  the  first  time  in 
ifethat 


I  still  had  a  good  car  after  it  was  paid  for." 

Or,  The  Reverend  Ernest  G.  Olsen  of  Westfield, 
New  Jersey  who,  after  225,000  trouble-free  miles, 
says  simply:  "Love  that  Volvo." 

If  you  can't  think  of  any  love  stories  to  write 
about  your  present  car,  maybe  your  next  car  should 
be  a  Volvo. 

After  all,  why  buy  a  car  you  might  regret?  When 
with  aVolvo,  you'll  probably  end  up  never  having 
to  say  you're  sorry.  VOLVO 
A  car  you  can  believe  in. 


.1  flee^ 


ou<|»>  rue  Volvo 


0  1976  VOLVO  OF  AMERICA  CORPORATION 
LEASING  AVAILABLE 
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Trends 


Edited  By  John  A.  Conwfl 


Who  gets  Japan's  dollars? 

The  new  strength  of  the  dollar  against 
the  yen  could  mean  a  bonanza — and  per- 
haps a  problem — for  the  U.S.  bond  mar- 
ket. Steadiness  in  the  dollar,  both  Japa- 
nese and  American  brokers  say,  could 
bring  a  new  surge  of  buying  from  Japan. 
Even  during  the  dollar's  fall,  Japanese 
bond  buying,  95%  of  it  in  the  U.S.,  has 
gone  from  $316  million  in  1976  to  $2.3 
billion  in  1977  and  an  estimated  $4  bil- 
lion this  year.  With  the  differential  in 
interest  rates — 9.5%  for  good  U.S.  corpo- 
rate bonds  rs.  6.5%  even  for  Japanese 
government  paper — the  appeal  is  obvi- 
ous. Hideo  Suzuki,  senior  vice  president 
of  Nikko,  Japan's  second  largest  securi- 
ties firm,  points  out  that  if  just  5%  of  the 
money  that  changed  hands  in  Japanese 
secondary  markets  last  year  should  be 
involved,  it  would  add  up  to  $40  billion. 
Buying  of  that  magnitude,  he  fears,  could 
cause  a  decline  in  bond  interest  rates. 
American  brokers  are  less  worried,  say- 
ing the  U.S.  market  is  so  big  that  in  some 
sectors,  Treasury  bills,  for  example,  the 
effect  would  be  minimal.  Some  Wall 
Streeters,  however,  do  see  a  potential 
shortage  of  "Yankee  bonds"  if  Japanese 
buyers  come  rushing  in.  These  securi- 
ties— dollar-denominated  bonds  issued 
by  foreign  governments  or  organizations 
like  the  World  Bank — are  favorites  with 
the  Japanese.  The  big  question  is  how 
strong  the  dollar  will  be.  "Who  the  hell 
knows?"  says  one  American  who  is  sell- 
ing to  Japanese  customers,  adding  wryly: 
"For  the  last  30  seconds,  the  dollar  was 
pretty  stable." 

The  mink-lined  bank  book 

what  could  be  the  ultimate  in  come-ons 
for  savers  is  an  offer  by  the  Bank  of 
Beverly  Hills  to  lure  long-term  deposits 
in  that  well-heeled  Califomia  city.  As  a 
premium  for  opening  a  $100,000,  one- 
year-minimum,  certificate  of  deposit  ac- 
count, the  bank  is  handing  out  $5,000 
gift  certificates  for  Van  Cleef  Arpels, 
the  ultra-chic — and  ultra-expensive — 
jewelers.  The  catch:  an  interest  rate  of 
5%,  well  below  the  going  market  rate. 
Also,  the  gift  certificate  counts  as  taxable 
income. 

A  new  watch  on  Congress 

Taking  a  leaf  from  the  book  of  Ralph 
Nader,  the  all-purpose  guardian  of  the 
public  weal,  businessmen  may  soon  get  a 
protective  agency  of  their  own.  The  Na- 
tional Association  of  Business  Econo- 
mists is  studying  the  idea  of  creating  a 
watchdog  group  to  study  the  inflationary 
effect  of  specific  congressional  actions 


and  to  report  the  votes  of  individual  con- 
gressmen on  such  legislation.  Acting  on 
the  suggestion  of  Irving  Trust  Senior 
Vice  President  George  McKinney,  the 
NABE  has  voted  to  set  up  such  a  com- 
mittee (with  McKinney,  naturally,  as 
chairman).  The  group  will  meet  early 
next  year  and  will,  McKinney  hopes,  be 
ready  to  evaluate  the  inflationary  impact 
of  specific  legislation  passed  by  the  95th 
Congress  and  to  tabulate  how  various 
members  of  the  body  voted  on  it. 

The  view  from  the  lab 

Corporate  research  and  development 
chiefs  have  sharply  revalued  their  roles 
during  the  past  five  years,  shifting  their 
attitudes  toward  finding  new  products 
and  processes,  and  downplaying  the  idea 
that  delaying  obsolescence  in  a  com- 
pany's existing  wares  should  come  first. 
That  IS  the  salient  finding  of  a  survey  by 
Heidrick  and  Struggles,  the  executive 
search  firm,  that  drew  a  58%  response 
from  500  major  U.S.  industrial  firms. 
Five  years  ago,  the  headhunters  had 
found  that  only  1  R&D  director  in  10 
rated  keeping  old  products  up-to-date  as 
the  number  one  priority;  now  only  1  in 
50  holds  that  view.  One-fourth  continue 
in  their  conviction  that  cutting  costs  of 
current  products  is  paramount.  The 
bosses  have  improved  their  person- 
al lot  in  life  but  their  departments  don't 
seem  to  have  kept  pace.  Today's  typical 
R&D  director,  the  survey  found,  is  a  vice 
president  (but  not  a  director),  earning 
between  $80,000  and  $90,000  a  year, 
compared  with  the  mid-$50,000  figure 
the  job  paid  five  years  ago.  More  than 
40%,  however,  reported  that  their  com- 
panies ticketed  less  than  1%  of  target 
sales  for  R&D — about  the  same  propor- 
tion as  the  budgets  of  ten  years  ago. 

More  air-bag  debate? 

Autowreckers,  of  all  people,  are  getting 
worried  about  driver-safety  devices,  spe- 
cifically the  air  bag,  one  much-touted 
solution  to  the  government's  mandate 
that  "passive  restraints"  be  on  all  pas- 
senger cars  by  1984.  (The  principal  alter- 
native is  the  passive  belt  system.)  The 
Automotive  Dismantlers  &  Recyclers  of 
America  has  revived  the  arguments 
against  using  sodium  azide  to  inflate  the 
bags,  which  are  designed  to  deploy  auto- 
matically in  car  collisions.  The  associ- 
ation says  it  fears  workers  will  be  ex- 
posed to  explosions  or  poisonous  fumes 
while  cutting  up  wrecks  equipped  with 
air  bags  (which  presumably  have  failed  to 
function).  General  Motors,  which  has 
spent  about  $90  million  developing  the 
bags,  admits  that  sodium  azide  is  toxic 


but  says  it  is  the  only  substance  av^ 
that  is  quick-acting  enough  for  tW 
adding  that  the  fears  are  exaggd 
The  explosion,  triggered  by  a  col| 
GM  says,  produces  only  harmless 
If  sodium  azide  should  come  in  c( 
with,  say,  copper,  it  can  produce 
pounds  as  volatile  as  fulminate  oi 
cury  (the  stuff  in  detonating  cap^ 
GM  sees  the  chances  of  that  a^ 
remote.  If  any  unexploded  corj 
should  be  ruptured  in  a  wrecker's  j 
ding  machine,  for  instance,  no  wj 
would  be  within  range. 


The  apartment  squeei 

why  is  apartment-house  constn) 
lagging,  despite  the  stimulus  that  til 
eral  rent-subsidy  program  was  sun 
to  provide?  Congress  now  has  one 
nation  in  a  new  study  prepared  f| 
Joint  Economic  Committee  by  R 
University  researchers:  Apar 
houses  cost  too  much.  Interest  raj 
apartment-house  mortgages,  the  1 
by  researchers  George  Sternlieb  and 
ert  Burchell  notes,  have  been  ru 
about  10%  while  rates  on  money  tc 
shopping  centers  have  been  closer 
7.5%  mark. 


Women  on  the  move 

Working  women  may  be  making| 
ress  organizationally,  but  geograp: 
they  are  practically  immobile.  A  c 
50  major  corporations  showed  t 
had  transferred  no  women  emplc 
all  in  either  1977  or  1978;  amoii| 
remainder,  women  represented  ju 
low  6%  of  the  transferees  in  197 
7.6%  in  1978,  and  almost  all  of 
were  single  or  divorced.  The  auth| 
the  survey,  however.  Employee  Tr 
Corp.,  a  Chicago  Title  and  Trug 
subsidiary,  see  changes  in  the  offir 
most  two-thirds  of  the  firms  that  r 
ed  no  transfers  at  all  during  the  pa! 
years  said  they  expected  to  see 
women  making  moves  in  the  futui 


The  import  mystiqw 

Detroit's  automakers  have  changec 
tune  about  their  own  imported 
Though  U.S.  firms  have  been  mai 
turing  cars  abroad  for  the  Americai 
ket  for  years,  their  sales  pitches 
usually  played  down  that  angle.  The 
automobile  ads,  however,  stress  ti 
eign  origin  of  many  U.S.  namej 
Chrysler's  print  copy  features  an| 
ported  from  Japan"  slogan  for  itsi 
Dodge  Challengers  and  Colts.  Telej 
commercials  for  Ford's  Fiesta  strej 
German  workmanship  that  goesj 
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THE  FOLLOWING 
IIKX)  NEWS  IS  BROUGHT  TO 
YOU  BY  EMERY  EXPRESS 


It's  some  good  11:00  news  for  a  change. 
Especially  if  you're  a  businessperson  with  a  small 
package  in  a  big  hurry. 

It's  Emery  Express. 

Not  j  ust  a  ne w  service  from  Emery,  but  a  whole 
new  wing  of  the  air  force  in  air  freight.  With  its 
own  trucks  and  people  and  procedures.  And  with 
a  whole  fleet  of  planes.  Planes  that  fly  out  of  not 
just  one  hub  but  three. 

Everything  expressly  designed  to  get  a  small 
package  to  where  it's  going  by  no  later  than 


11  a.m.,  often  a  lot  earlier  For  no  more  than  any 
other  express  service  costs,  often  a  lot  less. 

And,  with  Emery  Express  you  get  Emery 
extras  like  computer  tracking.  At  no  extra  charge. 

So  if  you're  looking  for  good  news  that  travels 
fast,  call  your  local  Emery  Air  Freight  office  and 
ask  expressly  for  Emery  Express. 

EMERU 

Express 

The  small  package  service  that  delivers  before  the  llth  hour 


NEWYORIC 


CHICAGO 


DAUAS        I  SAN  FRANCISCO  I  LOSANCaES 


It  helps  management 
manage. 


'ALL  mtx  roe      UfV^  fP^^o^  f*"^^^ 


LUnai  ftT2i 


At' A' Glance"  Personal  Planners 

Mix  business  with  pleasure  without  getting  mixed  up. 
See  your  day  week  or  month  At- A  -  Glance. 


SHEAFFER  EATON  b  i     i     :  I 

Sheatfer  Eaton  Division  of  Tc^ikmi  Inc 


MAPCO  IS 
COAL,  BUT... 

Coal  is  only  a  part  of  the  MAPCO  picture. 
Thiis  integrated  energy  company  also 
produces  and  markets  oil,  gas  and  gas 
liquids,  operates  LPG  and  anhiydrous 
ammonia  pipelines,  and  produces 
and  sells  liquid  fertilizer,  sonic 
instrumentation  devices,  filtra- 
tion equipment  and  othier 
water  pollution  control 
products.  For  a  closer  look  at 
MARCO'S  diversification  and 
profitable  growth,  write  for 
our  current  report. 

X^maffco 

Dept  P.  1800  S  Baltimore  Ave. 
Tulsa,  Oklahoma  741 19 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 


Trends 


what  it  calls  its  "wunder-car."  Plymou 
another  Chrysler  division,  now  even  ca 
one  of  its  Japanese-huilt  models  the  S 
poro.  It  is  produced  hy  Mitsubishi  h 
tors,  which  also  turns  out  Plymout 
Arrow  and  Champ,  plus  Dodge's  C 
Challenger  and  D-50  pickups.  Price  u 
to  be  the  big  pitch  for  imports;  why  di 
change?  One  factor  is  the  import  fan 
Ford  survey  showed  that  less  than  5*^ 
import  buyers  would  even  conside 
home-grown  model.  "The  main  thin 
says  Bill  Hightower,  sales  promot 
manager  for  Buick's  Opel  (made  for 
U.S.  in  Japan  by  Isuzu),  "is  to  position 
[foreign-built  I  car  in  the  minds  of  th 
people  who  buy  imports."  A  Dodge  ad\ 
tising  manager,  Arnold  C.  Thorn; 
agrees.  "The  fact  that  a  car  is  impor 
from  Japan  is  a  good  thing,"  he  says, 
quality  image  goes  along  with  that." 


The  long  view 

Bad  as  the  current  inflation  is,  the  L 
has  survived  even  worse  attacks,  accc 
ing  to  economist  Gardner  Ackley,  ch 
man  of  the  President's  Council  of  E 
nomic  Advisers  under  Lyndon  John 
and  now  teaching  at  the  University 
Michigan.  To  make  his  point,  Ack 
cites  five  inflationary  periods  in  U.S. 
tory,  all  of  them  involving  wars.  Dur 
1810-14  (the  War  of  1812),  he  notes, 
flation  ran  at  7.6%;  the  CivU  War  (181 
65)  brought  14.2%  and  the  1915-20  yfi 
(World  War  I)  saw  the  rate  soar  to  14.C 
World  War  n  and  its. aftermath,  the  19 
48  period,  saw  inflation  of  7%  and 
1965-78  stretch,  which  covered  U.S 
volvement  in  Vietnam,  brought  5.- 
The  current  inflation  spiral,  Ackley  c 
cedes,  is  far  and  away  the  longest  in  I 
history.  But  he  also  points  out  that  c 
ing  the  last  13  years  only  West  Germ, 
and  Switzerland  have  had  more  sti 
prices  than  the  U.S.,  mainly  because  c 
ing  the  past  5  years  those  countries 
slower  growth  rates  than  ours. 


The  teacher's  plight 

The  plight  of  the  American  school  tea 
er  will  get  worse  before  it  gets  bet 
The  surplus  of  trained  teachers  has  r 
reached  the  half-million  mark,  vi 
80,000  to  100,000  graduates  joining  t 
number  each  year.  The  fading  baby  bn 
has  closed  11,000  public  schools  in 
last  decade,  and  enrollment,  42.8  mill 
now,  is  expected  to  drop  to  about  ^ 
million  by  1984.  Private  schools 
hanging  on  at  about  5  million,  becaus 
unliappiness  over  public  schools,  re 
tance  to  desegregation  and  a  modest 
covery  of  Catholic  schools.  ■ 
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Think  of  us  as 
an  uncommon  company 

Basically. 


At  first  blush,  our  special  educa- 
tion program  for  women  on 
''Assertiveness"  may  seem  to 
some  to  be  superfluous  □  Not 
in  our  view  □  It  s  a  key  part 
of  the  development  ^^,^00^^^ 
curriculum  we  r>iii«*^^ 
offer  to  help  all 
our  people  bet- 
ter understand  them- 
selves— and  others — 
and  harness  their  latent 
talents  to  the  fullest  □ 
in  business  and  in  their 
personal  lives  □  With 
33,000  employees 
deployed  globe-^ 


wide  in  30  nations, 
the  ability  of  our  men  and  women  to 
communicate ...  take  on  more  rope ...  lead 
...  is  pivotal  to  growth  □  theirs  and  ours. 

EMHART 

For  more  information,  write  V.P.  Public  Relations, 
P.O.  Box  2730,  Hartford,  Connecticut  06101 
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CLASSIFIED 

appears  in 
the  first  issue 
of  every  month, 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $  5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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Name  (please  print) 
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City 


State 
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F-4826 


.  Ploy  and  counterploy 

"Every  now  and  then,"  Fokbks  com- 
mented two  weeks  ago  (Dec.  11),  "the 
little  guy  wins  one."  The  little  guy  was 
Gordon  lackson,  a  minor  shareholder  in 
A.H.  Belo'  Corp.,  the  family  firm  that 
owns  the  Dallas  Moniiti^  News,  seven 
suburban  papers,  two  TV  and  two  radio 
stations,  and  had  nine-month  1978  rev- 
enues of  $84  million.  Jackson,  with  4% 
of  Belo  stock,  had  forced  it,  in  effect,  to 
go  public  despite  the  opposition  of  rela- 
tives with  58%  ownership.  His  ploy  was 
to  offer  1,666  of  his  shares  at  $90  a  lot, 
three  shares  to  a  block.  When  he  started, 
Belo  had  140  stockholders;  when  he  fin- 
ished, it  had  about  700 — well  above  the 
500  mark  that  makes  a  company  public, 
willing  or  not,  under  Securities  &  Ex- 
change Commission  rules.  Jackson  was 
ready  to  sell  more  of  his  1 12,000  shares, 
but  Belo  bought  him  out  at  $44  a  share. 
That  solved  Jackson's  basic  worry,  the 
estate  tax  problem  of  a  forced  sale  of  a 
stock  with  no  public  market. 

What  about  forcing  Belo  to  go  public? 
That  is  still  up  in  the  air.  Last  week,  the 
company  announced  plans  for  a  l-to-20 
reverse  stock  split  that  would  effectively 
wipe  out  those  three-share  blocks.  But 
Belo  wasn't  home-free  yet.  Gordon  Jack- 
son's twin  brother,  Gilbert,  furious  over 
the  company's  countermove,  has  started 
to  offer  his  own  shares — and  he  has  as 
many  as  his  brother  owned — to  all  Texas 
residents  (who,  by  law,  are  the  only  ones 
permitted  to  purchase).  This  will  enable 
the  newly  created  public  owners  and  any 
other  interested  parties  to  acquire  the  20 
shares  they  will  need  to  qualify  as  Belo 
shareholders. 


Tootsie  roUs  along 

"Give  me  volume,"  Melvin  Gordon, 
chairman  of  Tootsie  Roll  Industries,  told 
Forbes  four  years  ago  (Feb.  15,  1974), 
"and  the  profits  will  take  care  of  them- 
selves." That  simple  philosophy  of  man- 
agement held  good  for  about  a  year.  Sales 
for  1974  climbed  to  $50  million,  per- 
share  earnings  to  89  cents.  Then  the 
sweetness  went  out  of  Tootsie's  bank- 
roll. Sales  for  1975  and  1976  skidded  and 
earnings  melted  as  sugar  prices  exploded, 
sending  candymakers'  expenses  soaring. 
But  who  says  smallish,  one-product  com- 
panies cannot  survive? 

Today,  the  Gordon  philosophy  is 
workmg  again.  Tootsie  Roll's  sales 
passed  the  $52  million  mark  last  year; 
per-share  earnings  broke  the  dollar  bar- 
rier to  hit  $1.09.  This  year  should  prove 
even  sweeter.  Nine-month  sales  were 
close  to  $48  million  and  the  per-share 
figure  was  $1.18.  Gordon  and  his  wife. 


Ellen  (who  became  the  firm's  pres 
last  May),  are  now  talking  of  dou 
sales  volume  by  1982.  For  the  first 
since  its  immigrant  founder  turne< 
the  first  paper-wrapped  roll  in  189< 
gave  it  his  infant  daughter's  nicki] 
the  company  is  making  plans  to 
beyond  the  candy  world. 

The  Gordons  have  now  made  Tc 
Roll  Industries  their  major  person 
well  as  financial  interest.  Ellen  Goil 
late  father,  William  Rubin,  who  suj  jj 
packaging  to  the  company  durinj 
Depression,  eventually  acquired  it 
the  family  still  controls  almost  h 
shares.  The  full-time  roles  now  play 
the  Gordons  are  a  new  develop 
Four  years  ago.  Chairman  Gordor 
spending  half  his  time  running  his 
ily's  hosiery  company,  Hampshit 
signers.  Inc.  with  sales  of  more  tha 
million,  and  his  wife  handled  Td 
Roll's  new  products  and  its  pensioni 
The  president  was  an  outsider,  a| 
and  cosmetics  executive  who  join 
in  1969  and  left  ("not  on  his  own 
tive,"  Ellen  Gordon  says)  six  years 
"This  company  is  too  small  to  ha^ 
other  operating  person  in  the  streaj 
the  way  her  husband  puts  it. 

To  free  themselves  for  their  nQ|ra 
sponsibilities,  Gordon  sold  off  th 
siery  business  last  July,  and  he  ai) 
wife  now  put  in  five  full  days  a 
their  Chicago  headquarters.  Wee 
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Tootsie  Roll  /'resident  Ellen  Gordon 
Candy  is  dandy  and  a fitll-timej\ 
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Reliance  Group... 
Third  Quarter,  Nine  Months 
-Record  Results  Continue 

n  thousands,  except  per-share  amounts) 

levenues  

operating  income  before  income  taxes  and  minority  interests  

ro\  ision  for  income  taxes   

Unority  interests   

•perating  income  

iCt  realized  gain  on  insurance  investments   

icome  before  extraordinary  income  (loss)   

,  xtraordinary  income  (loss)  

et  income  

er- Share  Information: 

perating  income  

ci  realized  gain  on  insurance  investments   

come  before  extraordinary  income  (loss)   

araordinary  income  (loss)  

;t  income  

Ll\  diluted  net  income*   

crage  number  of  common  and  common  equivalent  shares 
outstanding  (in  thousands)  

LiUv  diluted  net  income  per  share  is  based  on  the  assumption  tliat  the  common  shares  issuable  upon  the  exercise  of  all  stock  purchase 
n  ants  and  stock  options  and  the  conversion  of  all  convertible  securities  were  outstanding  since  July  1  for  each  of  the  quarters  and  since 
luary  1  for  each  of  the  nine-month  periods  and  remained  outstanding  for  the  entire  periods. 

irough  repurchases  of  4.7  million  common  shares,  including  3.7  million  purchased  in  October,  1978,  Reliance  Group  has  reduced  the 
mber  of  common  and  common  equivalent  shares  outstanding  from  13.7  million  on  June  30, 1978  to  approximately  9  millicm  at  present. 

eliance  Group,  Incorporated  Operations— Nine  Months  Ended  Sept  30, 1978 

SURANCE 


Quarter  Ended  Sept.  30 
1978  1977 

Nine  Months  Ended  Sept.  30 
1978  1977 

$331,479 

$304,035 

$938,021 

$847,555 

$  37,585 
(9,405) 
(2,606) 

$  28,935 
(11,908) 
(2,551) 

$  99,207 
(26,590) 
(7,855) 

$  71,937 
(26,255) 
(7,341) 

25,574 
117 

14,476 
933 

64,762 
2,223 

38,341 
3,742 

25,691 
(328) 

15,409 
7,720 

66,985 
2,848 

42,083 
23,164 

$  25,363 

$  23,129 

$  69,833 

$  65,247 

$1.85 
.01 

$1.65 
.12 

$5.89 
.22 

$4.31 
.49 

1.86 
(.02) 

1.77 

_1_.00 

6.11 
.28 

4.80 
3.03 

$1.84 

$2.77 

$6.39 

$7.83 

$1J3 

$1.64 

$5.06 

$4.58 

12,909 

7,696 

10,112 

7,639 

venues: 

Msional  Pretax 
crating  Income: 


$794,261,000 


$  85,518,000 


,,:,nm 


Property  and  Casualty  Operations,  U.S. 

Reliance  Insurance  Company,  Philadelphia 
General  Casualt>'  Company  of  Wisconsin,  Madison 
United  Pacific  Insurance  Company,  Tacoma 

Property  and  Casualty  Operations,  International 

Pilot  Insurance  Company,  Toronto 

Life  and  Health  Operations,  U.S. 

Reliance  Standard  Life  Insurance  Company,  Philadelphia 
L^nited  Pacific  Life  Insurance  Company,  Tacoma 

Tide  Operations,  U.S. 

Commonwealth  Land  Title  Insurance  Company,  Philadelphia 

Container  Leasing  Operations,  Worldwide 

CTI— Container  Transport  International,  Inc.,  New  York 

Computer  Leasing  Operations,  U.S. 

Leasco  Capital  Equipment  Corporation,  New  York 

Computer  Leasing  Operations,  International 

Leasco  Europa  Ltd.,  New  York 

Consulting  Operations,  U.S. 

Werner  Associates,  Inc.,  New  York 
Yankelovich,  Skelly  and  White,  Inc.,  New  York 

Consulting  and  Software  Operations,  International 

Inbucon  Limited,  London 
Fuel  &  Energy  Consultants  Limited,  London 
Leasco  Software  Limited,  Maidenhead 
Moody  International,  Inc.,  London 
Werner  International,  Brussels 

lance  Group,  Incorporated  /  919  Third  Avenue,  New  York,  N.Y.  10022,  U.S.A.  /  197  Knightsbridge,  London  SW  7,  England 


l\SING 

Venues: 

[isional  Pretax 
prating  Income: 


$108,923,000 
$  27,051,000 


iNAGEMENT  SERVICES 
tenues:  $  28,405,000 

isional  Pretax 

)rating  Income:         $  1,624,000 


It's  another 
Keene  record  quarter. 

And  earnings  30  up 
by  almost  one-quarter. 


EPS  up  24%  to  62(t:  net  income  up  17%  to  $2.0 
nnillion.  For  the  1 2th  consecutive  quarter,  Keene  Corpora-  i 
tion  has  surpassed  EPS  and  income  records  set  for  corre-  t 
sponding  periods  in  previous  years.  Result:  In  the  first  nine 
months  of  78.  EPS  has  climbed  to  a  record  $1.91  and  net 
income  to  $6.3  million  —  gains  of  34%  and  28%  respec- 
tively over  the  first  three  quarters  of  1 977. 

Keene  sees  continuing  growth  and  rising  profits. 
Because  we  see  ourselves  continuing  to  expand  the  sales 
of  those  products  which  gave  us  our  success.  Bearings. 
Filtration.  Lighting.  Laminates.  For  more  on  what  goes  up 
and  on,  write  for  the  latest  quarterly  report  to  345  Park 
Avenue,  New  York,  N.Y.  10022. 

KEENE 

CORPORATION 


*ie  Working  Trees: 
ss  of  2020. 

^  time  the  seedlings  in  our  tree  nursery 
ie  productive  "working  trees,"  America 
quire  more  than  twice  the  wood  fiber 
;  today. 

Since  doubling  our  land  resource  is 
impossible,  Potlatch  has  turned  to 
neans  to  satisfy  future  demand. 
One  of  the  ways  we  plan  to  increase 
is  through  genetically-improved  trees. 
Many  seedlings  in  our  nursery  originate 
vj  3arents"  significantly  superior  in 
desirable  characteristics.  Such  traits 
combined  and  enhanced  through 
and  crossbreeding. 
'■pm  objective  is  to  develop  trees  with 
growth  rates,  fiber  quality  and  insect 
iease  resistance. 
■|:  \  better  class  of  working  trees  will 
get  the  most  out  of  the  land  under  our 
tive  control. 

'otiatch  Corporation,  Public  Information 
=».0.  Box  3591,  San  Francisco,  CA  94119. 


da 


yii 
ly; 
si 

mi 

xes> 
,A 

,'08 


Readers  Say; 


looking  for 
nekv  risk 
management 
tecliniques? 

ask  reed  show 
stenhouse. 

Certainly  clinging  desperately  to 
ttie  hands  of  the  clock  as  time 
sweeps  by  is  not  an  intelligent  ap- 
proach to  the  search. 

At  Reed  Risk  Management  our 
analysts  are  constantly  refining 
their  techniques  and  researching 
the  latest  advances  in  risk  man- 
agement around  the  world.  Our 
global  involvement  with  major 
industrial  clients  guarantees  that 
wherever  a  new  technique  is  de- 
veloped it  can  be  made  immedi- 
ately available  to  all  our  clients. 

Whether  your  concern  is  in  making 
accurate  projections  of  worker 
compensation  losses  over  the  next 
ten  years,  in  choosing  the  optimal 
self-insured  retention  level  for  your 
company  or  any  of  the  myriad 
other  aspects  of  risk  management, 
if  you  want  to  use  the  most  ad- 
vanced techniques  available,  ask 
Reed  Shaw  Stenhouse. 

REED  SHAW  STENHOUSE 

INTERNATIONAL  INSURANCE  BROKERS 

With  offices  in  Anchoiage.  Boca  Raton,  Boston, 
Ctiicago  Denver.  Ft  Lauderdale.  Honolulu. 
Houston,  Kansas  City.  Los  Angeles.  New  Yorl<. 
Oakland,  Orlando.  Palo  Alto.  Pittsburgti,  Portland. 
San  Francisco,  Seattle,  St  Louis,  Wastiington,  DC, 
and  one  tiundred  twenty  six  other  cities  around 
ttie  world 

Even  though  "Safety  Last"  hasn't  been 
re-released  in  over  40  years,  the  im- 
age of  Harold  Lloyd  clinging  to  the 
face  of  that  clock  persists  as  one 
of  the  great  monnents  in  the  history 
of  film  Illustration  courtesy  of  Museum 
of  fVlodern  Art  Film  Stills  Archives, 


Few  fans  for  new  format 

Sir:  I  cast  my  vote  against  Fouhks  Mag- 
azine's new  format  unveiled  in  your 
Nov.  27  issue.  The  changeover  was  hkc 
your  wife  unexpectedly  walking  in  with 
a  face-lift  when  you've  learned  to  live 
with  and  love  the  old  one.  Maybe  I'll 
get  used  to  it — but  for  the  time  being — 
too  bad. 
—R.B.  Halahy 
Ridgeivood,  N.J. 

Sir:  The  offensive  coordinator  of  the 
New  York  Giants  was  recently  fired  after 
calling  a  play  which  converted  a  sure  win 
into  an  unnecessary  loss.  The  designer  of 
your  new  format  deserves  the  same  fate 
for  the  same  reason. 
— A.  Don  /.u))ii)ius 
Richcinlsoit,  Tex. 

Sir:  From  headline  to  deck  to  text  the 
new  look  looks  good  and  communicates. 

— iMwrence  Wisser 
Executive  Vice  President, 
Rosenfield,  Sirowitz  &  Lawson,  Inc. 
Neir  York,  N.Y. 

Sir:  It  stinks. 
— F.  Joseph  Zinn 
ScDi  Fra?icisco,  Calif 

Sir:  How  anyone  could  publish  such  clut- 
ter is  beyond  me. 
— Robert  F.  Ament 
New  York,  N.Y. 

Sir:  The  wide  black  borders  in  your  quo- 
tations suggest  "death  notices."  Since 
the  stock  market  v^ent  to  pot  before  you 
made  this  change,  you  can  in  no  v^ay  be 
held  responsible. 

The  Garamond  Italic  needs  to  be  sur- 
rounded with  white  to  be  effective.  I 
can  see  it  with  a  loose  design;  I  can't 
see  it  in  Forbes.  It's  like  putting  on 
white  tie  and  tails  to  work  a  shift  in  a 
coal  mine. 
— Isadore  Waher 
Iknvrtoit  )!.  Pa 


Rails  block  competition 

Sir:  Federal  Railroad  Administrator  lohn 
Sullivan  is  wrong  if  he  said  "railroads  get 
coal  traffic  because  the  competition  de- 
clines to  compete  for  it"  (  "Mr  Sullivan  vs. 
Mr  O'Neal," Nov  27).  The  coal  slurry  pipe- 
line industry  has  been  trying  for  years  to 
compete  but  can't  because  the  railroads 
won't  let  them. 

As  long  as  the  nation's  railroads  block 
construction  of  potential  competitors, 
the  talk  of  rail  deregulation  in  the  name 
of  increased  competition  and  market 


place  freedom  sounds  hollow  and  c  | 
place. 

— W  Pat  Jennini^s 
President. 

Sluny  TrcDisport  As-,sv/. 
W(4shinji>ton.  />c; 


Bring  back  the  Britisll 

Sir:  Some  of  your  readers  are  missii)! 
obvious  solution  to  the  problem  c| 
District  of  Columbia  becoming  th«| 
state  (Readers  Say.  .Vor  2'') 

The    Central    Intelligence  A| 
should  get  together  with  the  Britisl"-  - 
and  induce  the  latter  to  reactivatelf 
press  gangs,  grabbing  Americans  r 
This  should  assure  war  between  ul 
Britain.  Thereafter  the  British  fl«l 
there  is  any)  shall  steam  up  the  Poll 
and  bum  Washington  to  the  grouml 
rest  of  the  country,  recognizing  the  [ 
en-sent  opportunity,  sues  for  peal 
the  one  condition  that  Britain  agnl 
accept  all  of  our  Ivy  League  social  pi 
ophers,  where  they  should  have  i| 
day  with  national  health  insurancdj 
—John  J  King  J r 
Philadelphia,  Pa 


Still  careworn 

Sir:  Helene  Curtis  is  primarily  a 
ries  company,  not  a  cosmetics  coml 
it  should  not  be  measured  again! 
Revlons  and  Factors  of  the  market! 
careworn  look,"  Nov.  13)  From  1" 
1978  net  earnings  more  than  tripl«| 
tum  on  beginning  shareholder 
rose  from  7.3%  to  15.5%. 
—Walter  Kaplan 
President. 

Helene  Curtis  Industries,  Inc. 
Chicago,  III. 

Companies  such  as"  Revlon  are  cf\ 
factors  in  the  toiletries  market  and  thii 
be  considered  relevant  competitors.  li 
Curtis  wcLs  operating  near  a  break-ev\ 
el  Return  o)i  equity  is  still  sub<:tantii\ 
low  the  indusln'  nor))i — Ed. 


WW 

loeon 


We're  democratic! 

Sir:  The  tale  related  by  Ted  Moil 
Other  Comments  (Oct.  2)  concemil 
is  mystifying.  Fiji  is  a  democracy! 
full  sense  of  the  word.  Citizens,  re! 
expatriates,  anyone,  are  free  to  coil 
go  as  they  please,  any  time,  to  anyf 
the  world,  for  any  reason  whatsoej 
eluding  medical  treatment  and 
ing.  In  fact,  it's  a  big  problem  gejl 
seat  on  an  aircraft  out  of  Fiji  whenl 

FORBES,  DECEMBERjl 


pceo 

Fcesi 


-Wi 

iear,c 


You  can't  reseaich 
solar  energy  in  the  dark 


fiii\ 


Hih  ar  energy  has  the  potential 

)e  one  of  the  answers  to 
energy  problems.  But  it  will 
lany  years  before  it  can 
;ome  an  economically  feasible 
,  Irce  of  electric  energy.  Other 


itic 


rces  may  prove  feasible, 
like  geothermal,  fusion,  and 
jnetohydrodynamics.  But  they, 
will  take  time  to  develop. 


inwhile,  in  order  to  have 
able  economy— to  assure  jobs 
maintain  our  standard  of 
ig— we  need  electricity  now. 
die  South  will  be  providing  it 
"(flif  tugh  a  diversified  fuel  base— 
lear,  coal,  oil,  and  gas.  By 


1990,  we'll  have  10  new  coal-fired 
generating  units  and  four  additional 
nuclear  units. 

Nuclear  energy  has  almost 
limitless  potential— especially 
with  widespread  acceptance  of  the 
breeder  reactor,  which  produces 
more  fuel  than  it  consumes. 
Other  countries  have  already  put 
this  technology  in  operation. 

Our  supplies  of  coal  are  plentiful, 
too.  Clearly,  coal  and  uranium 
are  the  domestic  energy  sources 
that  can  carry  us  through  the 
balance  of  this  century. 


Middle  South  Utilities  will  be 
using  both  and  making  energy  that 
makes  sense. 


MIDDLE 
SOUTH  m 
UTILITIES 

Arkansas  Power  &  Light  Company 
Arkansas-Missouri  Power  Company 
Louisiana  Power  &  Light  Company 
Mississippi  Power  &  Light  Company 
New  Orleans  Public  Service  Inc. 


Readers  Say 


IN  TRUCK  RENTING  AND  LEASING . . . 

This  new  symbol 
shows  you  the  way  to  go 
coast  to  coast! 


— 


NationaLease 


It's  the  new  symbol  of  the 
National  Truck  Leasing  System, 
but  it  represents  an  idea  as 
old  as  free  enterprise  itself: 
Local  Service!  That's  the  basic 
idea  on  which  American 
business  was  built.  A  better 
product  or  service  than  the 
competition.  Local  attention  to 
your  special  needs.  That's  the 
Nationalease  way.  Personal 
service  by  a  local  independent 
businessman  custom-tailoring 
each  lease  to  meet  the  individ- 
ual needs  of  the  customer. 
Backed  by  a  network  of  200 
service  centers  operating  more 


than  35,000  trucks  and 
tractors  in  the  U.S.  and  Canada. 

Nationalease,  the  symbol 
of  service,  local  service,  from 
coast  to  coast! 


Nationalease 

NATIONAL  TRUCK  LEASING  SYSTEM 

One  North  Wacker  Drive,  Chicago.  Ill  60606 
For  nearest  affiliate  call  collect  312-782-2991 


terms  arc  starting  in  Australia  and 
Zealand  because  the  planes  are  pi 
with  returning  students. 

So  please,  Ted  Morgan,  count  F| 
of  the  other  four-fifths  of  the  plane 
— Shirley  Hcirhcr 
News  (South  Pacific ).  Ltd 
Suva.  I'iji 


What  he  said 

Sih:  In  "All  sales  are  final'VOtV  ,V>I\ 
is  a  statement  attributed  to  me  th| 
acre  of  cemetery  land  should  br 
$500,000  with  a  net  of  $200,000.'^ 
that  Restland,  the  property  nuwj 
development,  would  bring  in 
$200,000,  out  of  which  would  hi 
come  development,  endowmentj 
sales  expense  and  cost  of  maint^ 
until  the  property  is  sold. 
— Cieorge  Young 
President, 
Rest  laud  of  Dallas 
Dal/as.  Tex 


Go  blow.  New  Yor! 

Sih:  MSF  says,  "People  who  Icnoci 
York  do  it  frorii  ignorance — or  art 
rant"  (Fact  and  Coninient.  A'or  1).  /( 
who  does  not  knock  New  Yor] 
should  hop  in  his  balloon  with  hi 
blow  away. 
—Robert  Wikoff 
Lake  Placid.  X  Y 


Better  earnings 

Sir:  Our  per-share  eamings  for 
1977  were  actually  $1.39,  and  foi 
1979  they  were  $1.67  t Statistical  S/i 
Xor  13).  If  the  reported  analyst! 
mate  of  $1.90  is  correct  for  fisca 
that  would  result  in  an  increase 
not  a  reported  decrease  of  1 .4% . 
—John  S.  Ixiller 
Chairman, 

Peterson,  Hou  ell  &  Heather,  hic 
Baltimore.  Mel 


More  sayings 

Sik:  My  wife  and  I  enjoyed  MSF' 
The  Sayings  cjf  Chairman  .Malcolm,  t 
dously.  She  has  a  contribution:  "A 
mouth  gathers  no  foot."  And  I  ol 
member  Hendon  Chubb  saying 
"People  of  stature  don't  need  staC 
—William  .M.  Rees 
ChaiiDian, 
The  Chuhh  Corp. 
New  York,  N.Y. 
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\biirnext 
right-hand  man  should 
beamacNne^ 


anasonic  Omnivisionn "  VHS~  can  do  things  for  you 
hat  are  not  humanly  possible.  Even  for  the  best  right- 
land  man— or  woman.  OmnivisionUVHS  is  a  video 
;assette  system.  With  a  Panasonic  video  camera,  it 
)ecomes  a  complete  communications  tool  that  lets  you 
ecord  and  play  back  demonstrations,  speeches  and 
llscussions.  And,  as  corporations  large  and  small  have 
Iready  discovered,  it  can  help  executives  save  money 
nd  use  their  time  more  effectively. 

You  can  deliver  an  important  address  to  stockholders 
1  one  meeting  and  simultaneously  demonstrate  your 
ew  product  to  potential  customers  at  another.  Simply 
3Cord  both  appearances  on  Omnivision  I. 

Omnivision  II  lets  you  educate  your  personnel  in 
ranch  offices  while  reducing  their  expensive  and 
me-consuming  trips  to  the  home  office.  For  example, 
ou  can  record  your 
est  salesperson's 
jchnique  on 


Omnivision  land  send  the  tapes  to  your  branch  offices. 
The  result:  you  can  have  a  more  productive  sales  force. 

Omnivision  II  can  also  save  you  trips  to  branch 
offices,  plants  or  other  locations.  Panasonic  battery- 
operated  portable  VHS  decks  and  cameras  can  bring 
new  plant  sites,  ware-  pBBBBll^BPw^^ 

is  part  of  a  complete  line  ^^^^^^[^^^^^^^ 
of  "Industrial  Strength"  ■^^^^■K 

.  ,  .      ..  Omnivision  KVHS  lets  you  be  in  two  places 

Video  communications  attnesametime 

equipment.  It's  geared  to  the  special  needs  of  industry. 
And  its  applications  are  almost  limitless. 

For  more  information  on  Panasonic  Omnivision  l  VHS, 
just  mail  in  the  coupon.  You'll  see  why  your  next 

right-hand  man  should  be  our  machine. 

— Omnivision  H  VHS.  TV  picture  stmuiated. 


TV  picture  stmuiated. 


Panasonic 

Omnivision  n 


VHS 


Video  Gassett3e  Sustem 


Panasonic  Company,  Video  Systems  Division,  Dept  FB-1 225 
One  Panasonic  Way,  Secaucus,  N  J.  07094. 

Send  me  more  information  on  OmnivisionUVHS. 


Name 


Company  _ 
Address  _ 

City  

State  


Please  Print 


-Title^ 


Zip 


Area  Code 


_Phone  Number 


In  Canada,  contact  Panasonic  Video  Systems  Dept ,  40  Ronson  Dr ,  Rexdale.  Ontario  M9W  1B5 


The  Chivas  Regal  of  Scotches 


CHIVAS  REGAL  •  12  YEARS  OLD  WORLDWIDE  •  BLENDED  SCOTCH  WHISKY  •  86  PROOF  •  GENERAL  WINE  i  SPIRITS  CO.. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


EMPLOYMENT  IS  THE 

other  day  that  no-nonsense  Borg-Warner  CEO  James 
ho's  offered  to  take  over  faltering  Firestone)  comment- 
have  far  more  confidence  in  the  employment  figures 
the  government's  unemployment  figures." 
absolutely  right,  of  course.  The  real  danger  of  the 
ntly  headlined  fluctuation  in  the  unemployment  per- 
e  figure  is  that  almost  everyone,  especially  Capitol  Hill 
ians,  takes  it  seriously.  They  accept  the  U.S.  index  as 
efinitive. 

o  far  from  being  so  that  it's  absurd  to  have  it  have  such 
s  Peter  Drucker,  an  economist  who's  foolish  less  often 
est  of  his  confreres,  observed  in  the  Wall  Street  fournal 
y:  "It  [the  U.S.  unemployment  index]  measures  with 
rable  lack  of  reliability  the  number  of  people  in  the 


FIGURE  THAT  COUNTS 

labor  force  of  this  country  who,  if  the  pay  were  right  and  the 
hours  were  right,  might  be  available  for  at  least  a  little  work 
once  in  a  while." 

We've  no  clue  from  the  unemployment  index  how  many 
wives  and  students  who  take  part-time  work,  for  instance,  are 
included;  how  many  persons  on  Social  Security  who  do  part- 
time  work  and  report  only  up  to  the  Social  Security  pension 
cut-off  point;  how  many  young  people  who  work  full-time  for  a 
period  to  make  them  eligible  for  a  full  span  of  tax-free  unem- 
ployment compensation;  how  many  individuals  who  are  un- 
employable and  register  for  jobs  to  qualify  for  welfare  checks 
and  food  stamps. 

Indeed,  the  only  meaningful,  valid  measure  of  unemploy- 
ment is  the  employment  figure. 


GET  A  MOVE  ON  WITH  THAT  OIL  RESERVE 

's  with  whoever's  in  charge — sometimes  I  think  no  one  we  stop  building  buildings  when  one  burns  down? 

etting  on  at  top  speed  with  our  Strategic  Petroleum  The  Iranian  tumult  simply  reminds  us  anew  that  until  we  fill 

program?  I  thought  the  President  had  said  more  than  the  salt  mines  with  the  projected  1  billion  barrels  of  oil,  our 

at  it  was  blamed  important  and  requested  that  it  be  whole  economy,  our  entire  military  might  and  our  whole  vital 

up.  Being  in  this  world  hangs  by  an  oily  line, 

hat  if  they  had  an  unfortunate  storage  area  fire?  Do  Tell  'em,  Mr.  President,  to  get  cracking  or  get  lost. 

WHILE  THE  COURTS  ARE  HAMSTRINGING 

press  freedom  these  days  at  most  every  opportunity,  a  current  Gallup 
poll  shows  that  the  American  people  by  a  margin  of  three  to  one 
support  a  reporter's  right  not  to  reveal  confidential  sources.  Again,  and 
as  is  so  often  true,  the  public  is  savvier  and  ahead  of  many  of  its  Heads. 

WHO  SAYS  CARTER*S  NOT  A  POLITICIAN? 

u  think  it  pure  coincidence  that  on  the  same  day  our  congressional  gold  medal  he  restores  citizenship  to  the  late 
outh  President  presents  Marian  Anderson  with  a    Confederate  President  Jefferson  Davis? 
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NEW  YORK'S  BEST  RESTAURANTS-1978 


Box  IVee 
La  Caravelle 
La  Cote  Basque 
La  Grenouille 
Le  Cygne 


When  a  restaurant  is  one  of  the  few— nine  to  be  exact — 
best  in  New  York  City,  it's  better  than  the  best  almost 
anywhere  else  in  the  world,  and  on  a  par  with  or  better 
than  the  few  truly  superb  ones  in  Paris.  The  justified  fame 
of  French  restaurants  stems  more  from  the  fact  that  there 
are  so  very  many  in  the  second  tier  than  from  a  superiority 
of  their  best  vis-a-vis  New  York's  finest. 
This  year  there  are  no  new  Forbes  four  stars.  Last  year 
small-capacity  Parioli  Romanissimo  and  Box  Tree  made 
it  to  our  summit.  The  good  news  is  that  there  are  no 
losses.  La  Caravelle  was  buffeted  by  rumors  which  re- 


*     *     *  * 

Forbes  Magazine's 
Restaurant  Guide 


Lutece 

Parioli  Romanissimo 
The  Four  Seasons 
"21" 


peated  dining  experiences  showed  to  have  less  than 
foundation.  This  eminent  domain  of  Robert  Meyzen  an 
Fred  Decr^  continues  to  be  a  monumental  dining  exper 
ence.  Success  has  not  undone  Le  Cygne.  It  is  second 
none  but  always  tries  harder  anyway.  So  long  as  Andi 
Soltner  can  take  the  heat  in  Lutece's  kitchen,  no  restai 
rant  in  the  world  will  have  a  better  chef-ovmer.  "21 
There's  no  more  excitmg  concentration  of  Shakers  an 
Makers  and  Would-Be's  and  Were's  in  the  world,  an 
most  of  "21 's"  mostly  straightforward  vittles — such 
their  chicken  hash — set  a  standard  that  few  match. 


Auberge  Suisse       II  Monello 


*     *  * 

Le  Chantilly  Nippon 


Chalet  Suisse 
Christ  Cella 


Le  Lavandou 
La  Petite  Ferme 


Quo  Vadis 
Nanni's 


The  Palace 
Shun  Lee  Palace 


Soho  Charcuterie 
Windows  on  the  Wor 


There's  been  a  slaughter  here  twixt  this  year  and  last:  Of 
1977's  15,  7  remain.  Hermitage  just  disappeared.  L'Aig- 
lon  is  sadly  gone.  Some  others  have  been  bumped  by 
Betters,  as  in  the  case  of  Hunam  giving  way  to  Shun  Lee 
Palace  whose  Chinese  chefs  do  more  dishes  that  are 
tastier  and  tasteful.  Ironically,  they  have  the  same  own- 
ers. Refurbished  Quo  Vadis  remains  the  grande  dame 
of  the  group,  and  its  rognon  de  veau  de  crime  is  as 
outstanding  as  its  souvaroff  (roast  pheasant).  Japanese 
restaurants  multiply  like  Japanese  imports,  but  Nippon 
remains  a  clear,  clean  standout.  Le  Chantilly  is  a 
sure-fire  four  star  if  it  isn't  overcome  by  its  overwhelm- 
ing success  as  the  first  first-rate  restaurant  on  57th 
Street  since  Henri  Sould's  Le  Pavilion  died  when  he  did. 


Soho  Charcuterie  is  a  refreshingly  different  Village  pla( 
to  lunch,  its  only  shortcoming  being  too  much  to  ea( 
serving  of  its  good  things.  Nanni's  new,  too — it's  gre 
to  find  a  few  really  wonderful  Italian  restaurants  amoi 
the  many  lusty,  gusty  others.  Try  its  cappellini  d'ange. 
alia  Nanni.  Auberge  Suisse  is  the  only  standout 
the  Citicorp  Center's  multiple  restaurant  efforts.  Tl 
Palace — Despite  the  unmatched  arrogance  of  the  ma 
absurd  restaurant  prices  in  the  world  and  the  presumi 
tuous  arbitrary  service  charges,  and  wines  priced 
high  one's  tempted  to  give  them  up  while  dining  here 
despite  all  that,  the  many-coursed  meal  is  outstandiE 
If  you  can  afford  to  eat  your  money,  this  is  the  place 
do  it. 


hi 


LEAVE  **SERVICE  INCLUDED**  TO  EUROPE 


Abroad,  the  automatic  addition  of  15%  to  one's  restaurant 
tab  is  the  custom.  And  it  works.  There. 

Here,  occasionally,  restaurants  try  it.  It  doesn't — and 
shouldn't — work. 

The  newest  attempt  in  our  tovm,  Restaurant  Raphael  where 
they  add  20%,  won't  catch  on  any  more  than  the  singular 
Palace's  add-on  of  26%.  "Service  Included"  suits  our  customs 
and  customers  not  at  all. 

20 


Americans  still  feel  the  amount  of  the  tip  should  refla 
degree  one's  degree  of  satisfaction  with  services  rer 
While  it's  a  rare  one  who  has  the  nerve  not  to  tip  a  su 
driver  or  a  frustrating  waiter  at  all,  the  individual  h 
choice  of  being  niggardly  or  generous  in  the  amount 

Our  system  works  far  better,  too,  for  those  waiteri 
those  supervising.  They  end  up  doing  better,  and  the  cu 
ends  up  feeling  better. 

FORBES,  DECEMBER 
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ANOTHER  TALE  OF  THAT  OLD  FIJIAN  DIET 


ites  a  Forbes  reader: 

jians  are  well  known  for  their  wry  sense  of  humor,  and 
Other  Comments  of  Sept.  18  reminds  me  of  another 
;nt  alluding  to  the  peculiar  diet  of  Fijians  and  attributed 
;  late  Ratu  Sir  Edward  Cakobau. 

hile  on  an  international  flight,  Sir  Edward  found  himself 
ibject  of  sidelong  glances  and  whispers  about  'that  gentle- 


man over  there,  who,  well,  you  know,  they  used  to  eat  people.' 
Somewhat  accustomed  to  this.  Sir  Edward  waited  until  the 
inflight  meal  was  about  to  be  served  to  get  his  revenge.  Look- 
ing at  the  menu,  he  said  to  the  flight  attendant  in  a  voice  that 
could  be  heard  by  all,  'I  see  nothing  on  this  menu  that  pleases 
me.  Please,'  he  added  with  a  sly  smile,  'could  I  have  a  look  at 
the  passenger  list?'  " 


BILL  SALOMON 


— who's  eased  off  at  Salomon  Brothers — 
was  commenting  the  other  evening  about 
his  just-concluded  European  trip.  "For 
Americans  these  days  the  prices  abroad  are 
so  high  that  you  either  laugh  out  loud  or 
leave  quietly.  I  didn't  look  at  the  hotel 
bills — I  weighed  them." 
At  the  same  dinner,  which  the  Sarnoffs 

BEARING 

be  it  of  gift  or  in  manner,  helps. 


WiUiam  Salomon 


gave  to  honor  Norton  Simon's  CEO  Ma- 
honey  and  his  wondrous  bride,  David  was 
asked,  "How  do  you  handle  all  the  requests 
from  friends  who  want  to  get  Halston 
dresses  [part  of  Norton  Simon]  at  a  dis- 
count?" Replied  this  genial  corporate  ge- 
nius; "I  send  them  a  Halston  pattern  from 
our  McCall  division." 

THANK  GOODNESS 

people  still  are  thankful  for  goodness. 


By  M.S.  Forbes  Jr. 

President  Carter's  eyes,  the  chief 
alysts    for    inflation    are  rising 
ges,  corporations  hiking  prices  too 
and  a  too  large  federal  deficit.  To 
President's  critics,  the  real  villains 
excessive  money-making  by  the 
eral  Reserve  plus  the  trade  deficit. 
1th  Carter  and  his  critics,  however, 
e  been  paying  too  little  attention 
what  may  be  the  most  important 
ses  of  all:  regulation  and  red  tape, 
ese  could  well  be  far  more  signifi- 
t  in  raising  prices  than  govem- 
nt  deficits,  union  wages,  corporate 
fits,  the  trade  deficit  or  a  printing- 
ss-happy  Federal  Reserve. 
|t  may  cost  a  government  depart- 
nt  like  the  Environmental  Protec- 
Agency  only  a  few  dollars  to  de- 
a  set  of  standards,  but  it  could 
t  industry  $billions  to  meet  them, 
ce  these  outlays  do  not,  for  the 
St  part,  increase  productivity,  they 
st  be  recovered  in  the  only  other 

er  possible:  higher  prices, 
ast  year,  according  to  Chase  Man- 
|tan  Bank,  business  and  individuals 
$85  billion  just  to  comply  with 
emment  regulations.  Add  govem- 
t  administrative  costs  and  other 
enses  and  the  bill  comes  to  more 
SI 00  billion.  Compare  that  $100 
on  with  the  last  fiscal  year's  feder- 


AN  EXPOSED  FRONT 

al  deficit  ($45  billion)  or  our  trade  defi- 
cit ($30  billion). 

These  regulatory-inspired  $billions 
don't  show  up  in  the  federal  budget, 
but  they  are  a  cost  of  living,  a  cost  of 
doing  business.  Auto  safety  and  pollu- 
tion equipment,  for  instance,  raised 
the  average  price  of  a  new  car  in  1977 
by  $666. 

Private  citizens  and  pressure  groups 
are  just  as  capable  as  Uncle  Sam  of 
making  it  more  expensive  to  do  busi- 
ness. Environmentalists  succeeded  in 
delaying  the  construction  of  the  Alas- 
kan pipeline  for  five  years,  helping  to 
increase  the  price  of  that  project  by 
more  than  $8  billion.  Juries  handing 
out  lavish  awards  have  made  product 
liability  insurance  enormously  expen- 
sive for  manufacturers. 

Instead  of  concentrating  solely  on 
labor  contracts,  corporate  profit  mar- 
gins and  toying  with  credit  controls, 
anti-inflation  chief  Alfred  Kalin  might 
take  a  hard  look  at  these  proposed 
pieces  of  regulation: 

The  Federal  Trade  Commission 
wants  to  enact  rules  that  will  end  up 
costing  a  consumer  a  couple  of  hun- 
dred extra  dollars  to  buy  a  used  car 
fFoHBES,  Dec.  11),  rules  that  probably 
won't  do  much  to  raise  used-car  stan- 
dards anyway.  Eventual  cost  to  the 
consumer:  $1  billion  to  as  much  as  $3 
billion. 


The  Consumer  Products  Safety 
Commission  has  proposed  standards 
to  prevent  fatal  upholstery  fires.  Re- 
sult: The  price  of  many  couches  and 
chairs  will  rise  as  much  as  20%  just 
because  a  handful  of  careless  smokers 
sometimes  fall  asleep  on  them. 

The  government  is  studying  regula- 
tions to  enable  an  estimated  400,000 
people  in  wheelchairs  full  access  to 
mass  transit  systems.  The  price  for 
such  retrofitting:  $5  billion  or  more. 
The  cost  to  New  York  City  alone 
would  be  around  $1.4  billion.  If  that 
$1.4  billion  were  banked,  the  Wall 
Street  Journal  calculated,  the  interest 
earned  would  be  enough  to  provide 
every  New  Yorker  in  a  wheelchair 
$3,800  annually  for  cab  fare. 

We  have  gone  about  trying  to  real- 
ize goals  related  to  health  and  safety 
in  a  costly  and  inefficient  manner. 

All  this  is  not  to  belittle  the  Presi- 
dent's determination  to  discipline  the 
budget  by  holding  down  government 
spending.  Such  a  course  will  do  much 
to  rein  in  galloping  prices.  So  will  our 
long  overdue  actions  to  defend  the 
dollar  against  other  currencies  (see 
this  column,  Nov.  13  and  Nov.  27). 

But  until  they  fully  realize  how  im- 
portant regulation  and  red  tape  is, 
Carter  and  his  advisers  will  be  leaving 
exposed  a  vital  flank  on  the  anti-infla- 
tion front. 


:emb»ecember  is,  197  h 
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Other  Comments 

often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


China  vs.  Japan 

Deputy  Premier  Teng  stopped  at  the 
Nissan  Motor  Company's  most  modern 
Datsun  assembly  plant,  where  he  was 
whisked  around  in  an  electric  cart.  He 
expressed  genume  astonishment  at  the 
small  number  of  workers  employed  on 
the  assembly  line.  When  told  that  Nis- 
san produces  94  vehicles  per  worker  a 
year,  Teng  volunteered  the  fact  that  the 
Chinese  figure  is  currently  one  vehicle 
per  worker  per  year.  "Now,"  he  said 
gravely,  "I  understand  what  moderniza- 
tion really  is." 

— Time  magazine 

Love  that  Taste 

One  of  the  illusions  nourished  by  those 
of  us  who  think  of  ourselves  as  sophisti- 
cated is  that  our  time  produces  a  greater 
variety  of  tasteless  and  vulgar  objects 
than  any  before  ours.  I  see  no  reason  to 
fall  for  this  propaganda  of  the  taste- 
makers,  any  more  than  to  fall  for  what 
we  find  distasteful  in  the  catalogs.  Where 
taste  is  concemed,  I  believe  in  love  and 
let  love. 

— Russell  Lynes, 
Architectural  Digest 

Fed  Regs  Ad  Nauseam 

The  latest  flap  promoted  by  federal 
transportation  policy  is  providing  for  the 
handicapped.  As  usual.  Congress  has  pro- 
nounced an  irreproachable  social  goal 
without  counting  the  social  cost.  [It]  or- 
dered full  access  of  all  facilities  for  all  the 
disabled,  including  the  estimated 
400,000  in  wheelchairs.  This  requires 
elevators;  the  additional  cost  for  new 
facilities  is  enormous,  but  the  tab  for 
retrofitting  existing  systems  is  stagger- 
ing. New  York's  Metropolitan  Transpor- 
tation Authority  estimates  the  cost  of 
bringing  the  subways  up  to  federal  stan- 
dards at  $1.4  billion.  .  .  .  We  calculate 
that  with  $i.4  billion  in  the  bank.  New 
York  would  earn  enough  interest  to  pro- 
vide every  person  in  a  wheelchair  $3,800 
annually  for  taxi  fare. 

*    *  * 

Briefs:  A  study  by  the  Hospital  Asso- 
ciation of  New  York  State  shows  that 
25%  of  the  operating  expenses  of  hospi- 
tals in  the  state  in  1976  were  spent  to 
•comply  with  government  regulations, 
many  of  which  were  redundant,  nonpro- 
ductive or  in  conflict  with  other  regula- 
tions. — Wall  Street  Journal 

Evidence  of  the  explosion  of  federal 
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regulations:  Senator  Patrick  Leahy 
(R-Vt.)  assembled  in  his  office  two  book- 
cases of  equal  size — one  with  copies  of  all 
the  laws  -passed  by  Congress  since  the 
late  1700s,  the  other  packed  with  federal 
rules  promulgated  by  agencies  in  the  past 
18  months. 

— U.S.  News     World  Report 

Geoffrey  N.  Calvert,  economic  analyst 
for  Alexander  &  Alexander,  Inc.,  esti- 
mates that  25%  of  potential  productivity 
gains  in  recent  years  has  been  lost  to 
government  regulations.  Productivity  is 
output  per  manhour  and  an  important 
factor  in  the  control  of  inflation.  A  list- 
ing of  all  rules  and  regulations  estab- 
lished by  the  government  in  1976  alone 
required  more  than  57,000  pages  (very 
fine  print)  in  the  Federal  Register. 

— Arelo  Sederberg, 
Los  Angeles  Herald  Examiner 

Bright  View 

Always  try  to  keep  a  patch  of  sky 
above  your  life.  — Marcel  Proust 

Clothes  Door 

The  chairman  of  the  Papua,  New 
Guinea  Law  Reform  Commission  has 
accused  hotel  and  restaurant  managers 
of  breaking  the  spirit  of  the  constitution 
by  insisting  on  "the  dress  rules  of  the 
white  man."  He  said  that  any  insistence 
on  the  presence  or  absence  of  shoes, 
thongs,  socks,  ties,  T-shirts  or  any  other 
specific  types  of  clothing  was  discrimi- 
natory. He  said  there  was  shortsighted- 


ness in  a  law  which  allowed  a  persj 
move  freely  on  grounds  of  race  anc 
or,  but  not  on  grounds  that  his 
didn't  have  a  collar. 

— I'acific  Islands  Moi 


Banking  Culture  Gaij 

Perhaps  nothing  brought  the  cuj 
difference  [between  Britain  and 
U.S.]  home  to  me  [while  teachiij 
Oxford  University]  more  vividly  t 
letter  from  my  bank — a  highly  rci 
able  and  affluent  financial  institutj 
which  arrived  in  a  used  envelopel 
had  been  addressed  to  the  bank, 
readdressed  to  me.  Not  even  the  sj 
est  savings-and-loan  concern  inj 
United  States,  I  realized,  would  stol 
such  economies;  every  letter  woiij 
written  on  embossed  stationery, 
ably  with  a  multicolored  letterheai 
with  the  names  of  38  vice  presi 
crowding  the  margin. 

—Ray  Allen  Billii^ 
American  Hei 


After  40,  a  woman  needl 
haver  and  a  good  facelift. 
q/ter  50,  cash. 

—Mrs.  William  R.  1 


Appearance  Matters 

All  God's  children  are  not  beat 
Most  of  God's  children  are,  in  fact, 
presentable.  The  most  common 
made  in  matters  of  appearance 
belief  that  one  should  disdain  the  si 
cial  and  let  the  true  beauty  of  one'i 
shine  through.  If  there  are  places  oij 
body  where  this  is  a  possibility,  yq 
not  attractive — you  are  leaking. 
— Fran  Lebowitz,  Metropolito 


'You  call  this  cuisine  haute.  Mad" 

Drawing  by  Stevenson;  ©1978  The  New  Yorker  Magazine,  Inc. 
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To  maiiage  tlie  financial  resources 
of  one  off  Europe^  largest 
oil  producers,  a  man  must  be 
farsighted  and  decisive. 


His  banker  must  be  the  sam 


&*iln 


Andre  A.  Gester,  Treasurer  ^ 
Societe  Nationale  Elf  Aquitaine. 

Andre  A.  Gester  is  Treasurer  of 
Societe  Nationale  Elf  Aquitaine,  one 
of  Europe's  largest  petroleum 
companies.  It  is  his  responsibility  to 
meet  ttie  challenge  of  financing  the 
development  of  his  company's  vast 
oil  and  gas  reserves.  For  a  major 
producer  like  Elf  Aquitaine,  this 
development  is  very  costly—  running 
into  billions  of  dollars. 

To  turn  a  search  for  energy  into 
reality  takes  a  lot  of  cooperation  with 
other  petroleum  companies  and  capi- 
tal from  many  international  banks. 
Over  the  past  three  years,  Andre 
Gester  has  turned  to  bankers  he  can 
rely  on.  Bankers  like  Edward  A,  O'Neal 


Edward  A,  0  Neal,  Vice  President  and  General  Manager,  Chemical  Bank,  Fr; 

Photographed  at  Elf  Aquitaine's  facilities  in  Lacq,  Fr,| 


of  Chemical  Bank's  Paris  office. 

O'Neal  has  made  it  his  business 
to  understand  the  business  of  Elf 
Aquitaine.  Working  jointly  with  the 
head  of  Chemical's  Energy  and 
Minerals  Division—  Europe,  he  has 
marshalled  engineers  and  experts 
who  fully  understand  the  industry  and 
thus  help  deliver  the  kind  of  financial 
help  Elf  needs  worldwide. 

As  Elf  Aquitaine  moves  into  big 
ventures  such  as  the  North  Sea  oil 
and  gas  fields,  O'Neal  together  with 
Chemiical's  team  of  industry  experts  is 
there  with  realistic  and  timely 
financial  solutions.  And  when  Elf  has 
substantial  borrowing  needs,  fast 


decisions  on  Chemical's  part  are 
instrumental  in  meeting  them. 

Rapid,  professional  solutions 
what  Andre  Gester  has  come  to 
depend  upon.  He  knows  he  has 
Chemical  bankers  with  financial 
expertise  who  are  farsighted  and 
responsive  to  his  company's  needs| 

While  theirs  is  a  professional 
relationship,  Andre  Gester  and  Ed 
O'Neal  will  tell  you  that  it  is  also  pel 
sonal  and  rev^arding.  That's  what  u[ 
ally  happens  when  corporate  officel 
get  together  with  Chemical  bankerf 
And  what  results  is  bottom  line  ber| 
fits  for  both  the  company  and  the 
bank. 


CkmicalBai 
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Forbes 


n  %n  you  sue  a  religious  denomination?  The 
mted  Methodist  Church  says  you  cant  in 
'fending  itself  against  charges  by  residents  of 
church-sponsored  retirement  community. 


The  Methodists 
and  mammon 


By  Phyllis  Berman 


d Ionics  residcnl  Ttifig  and  hotid  advertisement 
*Wt  expect  to  see  them  a/ler  I  die." 


Fifteen  years  ago,  retired  schoolteacher 
Charles  Trigg  and  his  wife  moved  into 
one  of  the  retirement  complexes  of  Pacif- 
ic Homes  Corp.,  a  United  Methodist 
Church-affiliated  community  headquar- 
tered in  Los  Angeles.  The  Triggs  paid 
$26,000  cash  and  assumed  monthly  pay- 
ments of  $200.  In  return  they  received  a 
four-room  house  and  a  guarantee  of  room 
and  board,  medical  and  convalescent 
care  for  the  rest  of  their  lives.  For  an 
aging  couple  of  limited  means  it  looked 
like  an  excellent  deal. 

Today,  Charles  Trigg,  and  158  other 
Pacific  Homes  residents  are  suing  the 
church  for  breach  of  contract  and  fraud 
in  a  series  of  actions  a  lawyer  for  the 
Methodists  says  could  "change  the  face 
of  religion  in  America"  and  destroy  the 
separation  of  church  and  state. 

"If  a  Coca-Cola  truck  driver  runs  over 
a  pedestrian.  Coke  is  responsible  for  the 
damages,"  says  Phillip  Snyderburn,  di- 
rector of  the  Florida  State  Securities  De- 
partment, who  has  investigated  several 
church  fraud  cases  in  Florida.  "With  a 
church,  it  should  be  the  same  thing." 
Nevertheless,  say  the  fathers  of  the  na- 
tional church,  they're  not  legally  respon- 
sible for  damages;  a  religious  denomina- 
tion in  its  entirety  cannot  be  sued. 

Most  cases  of  fraud  involving  churches 
are  simple:  A  single  minister,  acting  on 
his  own,  issues  bonds  to  build  a  church,  a 
school  or  a  retirement  community.  He 
can  raise  as  much  money  as  his  parish- 
ioners will  give  him.  Church  bonds 
aren't  registered  with  the  Securities  &. 
Exchange  Commission. 

But  the  Pacific  Homes'  case  involves 
not  an  individual  church  but  a  large, 
highly  structured  denominational  orga- 
nization which  is,  in  the  eyes  of  believ- 
ers, something  to  be  trusted  above  ordi- 
nary institutions.  Says  Charles  Trigg,  "I 
joined  the  Methodist  Church  when  I  was 
seven.  I've  always  had  ultimate  faith  in 
Its  integrity." 

A  seven-community  operation,  Pacific 
Homes  was  run  by  a  board  of  directors 
appointed  by  the  Pacific  &  Southwest 
Annual  Conference  of  the  United  Meth- 
odist Church — the  governing  body  of  the 
church  on  the  West  Coast  and  in  the 
Southwest.  It  was  no  fly-by-night  organi- 
zation. Incorporated  in  1929,  it  tradition- 
ally operated  its  business  on  the  basis  of 
prepaid,  lump-sum,  life-care  contracts. 
(Charles  Trigg  was  an  exception.  He 
chose  to  pay  only  a  small  amount  up 
front  and  monthly  maintenance.)  Life- 
care  contracts  promised  efficiency  apart- 

25 


ments  in  downtown  Los  Angeles  for 
about  $20,000  and  more  substantial 
homes  overlooking  the  beaches  of  La 
JoUa,  Calif,  for  $100,000— with  room  and 
board  and  full  lifetime  medical,  nursing 
and  convalescent  care.  Upon  death  the 
resident's  home  would  revert  to  Pacific 
Homes  to  be  resold  to  another  retiree. 

In  1977  the  operation  went  bankrupt,  a 
victim  of  mflation — and,  says  the  plain- 
tiff, fraud  and  mismanagement.  A  class- 
action  suit  was  filed  in  the  California 
state  court  on  behalf  of  its  residents 
against  the  United  Methodist  Church 
and  its  Pacific  &  Southwest  Annual  Con- 
ference—and the  church's  General 
Council  on  Finance  Administration  as 
well.  The  suit  asks  for  an  unspecified 
amount,  which  could  exceed  $150  mil- 
lion, and  seeks  to  have  the  United  Meth- 
odist Church,  as  a  denomination,  honor 
the  life-care  contracts. 

The  denomination  allowed  its  name  to 
be  used  in  advertisements  in  publica- 
tions like  the  Weill  Street  Journal  and  the 
Los  Angeles  'f'inies  that  proclaimed  in 


and  investing  a  greater  portion  of  it  in 
some  liquid  assets — say,  T-bills — they 
used  the  money  to  build  new  homes," 
says  William  S.  Lerach,  of  Milberg, 
Weiss,  Bershad  and  Specthrie,  attorney 
for  the  residents.  "Now,  that  works  okay 
as  long  as  you  fill  up  the  new  homes  and 
you  take  all  the  money  you're  getting 
from  your  new  residents  up  front  and  use 
it  to  build  the  next  home.  But  there's  a 
limit  to  h'ow  many  you  can  build,  and 
meanwhile  you're  spending  the  funds 
that  are  supposed  to  take  care  of  the 
1,900  residents  of  the  seven  homes." 

There  was  worse  to  come.  According 
to  recent  reports  in  the  San  Diego  I'tiiori, 
Dr.  Edward  P.  O'Rear,  a  Methodist  min- 
ister and  general  manager  of  Pacific 
Homes  Corp.  from  1953  to  1968,  when  it 
grew  from  two  to  seven  retirement 
homes,  was  involved  in  most  unchris- 
tian shenanigans.  The  newspaper  said  he 
was  speculating  in  losing  real  estate 
transactions  and  taking  kickbacks  from 
contractors  on  the  new  homes. 

Bishop  O'Rear  nominally  retired  in 


Ute)-ature  adrertising  hotuLs  to  support  retirement  homes 

Now  is  the  time  for  all  good  churchmen  to  come  to  their  aid. 


bold  type:  "Forget  inflation.  Now  you 
can  provide  yourself  with  an  absolute 
ceiling  on  housing/living/medical  ex- 
penses for  your  lifetime."  The  suit 
claims  that  an  arm  of  the  church,  the 
National  Association  of  Health  Wel- 
fare Ministries,  reviewed  Pacific  Homes' 
financial  condition  and  allowed  it  to 
identify  itself  as  an  "agency  of  the  Unit- 
ed Methodist  Church."  In  fact,  until  re- 
cently, signs  in  front  of  each  retirement 
home  read  just  that  way. 

The  defendants  insist  that  their  inten- 
tions were  of  the  best  but  that  inflation 
got  the  better  of  them. 

True,  but  there  seems  to  have  been 
mismanagement  as  well.  "Instead  of  tak- 
ing that  money  from  life-care  contracts 


1968;  actually,  the  Ihiion  reported,  he 
was  thrown  out  by  the  board.  At  that 
time  the  board  recognized  Pacific  Homes 
had  to  enroll  future  residents,  not  on  the 
nonviable  "prepayment"  basis,  but  on  a 
more  traditional  monthly  rental  basis 
that  could  be  increased  to  adjust  to  infla- 
tion. The  directors  also  knew  that  meant 
cutting  off  the  fresh  infusions  of  capital 
from  new  residents'  up-front  payments. 
Their  solution:  borrow. 

In  1969  Pacific  Homes  borrowed  $6 
million  from  Connecticut  Mutual.  Con- 
necticut Mutual,  however,  insisted  on  a 
guarantee  from  a  unit  of  the  church,  the 
Annual  Conference. 

That  loan  was  not  going  to  be  enough. 
So  the  conference  created  the  Pacific 


Methodist  Investment  Fund,  its  own 
poration,  to  sell  bonds  to  the  public 
proceeds  were  lent  to  Pacific  Ho| 
Lerach,  the  lawyer  for  the  plaintiffi 
leges,  "They  went  around  and  sol 
million  in  bonds  in  a  secondary  pos 
to  the  $6  million  in  insurance  bor 
ings  and  they  didn't  give  a  guarantee 
they  didn't  tell  the  elderly  residen 
the  homes  that  a  sophisticated  insur 
company  refused  to  give  a  penny  wit 
the  church's  guarantee." 

Bishop  Gerald  Kennedy,  who 
headed  the  church's  Pacific  &.  South 
Annual  Conference,  was  quoted  in  a 
ehure    advertisement    for    the  b 
"There  very  rarely  comes  a  time  wl" 
man  can  do  good  and  at  the  same 
make  a  profit.  .  .  .  Those  of  us  who 
a  little  money  to  invest  can  do  no  b 
than  support  this  program.  May  the 
Lord  bless  you  always." 

But  inflation  continued  and  taxes 
medical  costs  soared.  Even  with 
new  money,  the  conference  decide 
only  altemative  was  to  "renegotiate 
residents'  contracts— which  meant 
those  who  had  already  paid  for  "life  c 
would  start  paying  for  monthly  cat 
addition.  Otherwise,  bankruptcy 

The  Annual  Conference  did  not  sii 
turn  its  back  on  the  unfortunate  reti 
If  they  would  agree  to  take  on  addit 
monthly  payments,  the  confei 
would  dig  into  its  own  funds  to  the 
of  $1  million  a  year  for  nine  yea 
subsidize  the  operation. 

Samuel  W.  Witwer  Sr.,  attorney  fc 
General  Council  on  Finance  Adm 
tration,  says:  "The  Annual  Confei 
said  the  residents  should  pay  a  bit 
because  the  life-care  contracts 
signed  when  there  was  no  infla 
They  offered  the  $9  million  as  a  ril 
of  Christian  ministry." 

The  conference's  combination 
rot  and  stick  worked  with  91% 
retirees  at  Pacific  Homes — they 
to  pay  $350  a  month  for  rent  and  fo 
elderly  residents  needed  convale! 
care,  they  would  have  to  dig  up  an« 
$800  a  month.  But  the  church  req 
93%  agreement.  When  that  figure! 
not  reached,  the  homes  went  first 
Chapter  XI,  then  Chapter  X. 

Soon  after  Pacific  Homes  went 
bankruptcy,  |ohn  Kirkman,  its  fa 
treasurer  (and  now  treasurer  of  the  h 
al  Conference),  gave  some  Phc 
members  of  the  conference  the 
news.  "I  wouldn't  ever  want  to  see 
come  out  in  a  courtroom,"  Kirkmar 
the  conference  in  a  speech  that  w£ 
corded  on  a  tape  recorder  smuggled! 
the  meeting,  "but  we  didn't  start  toi 
these  problems  two  years  ago.  We  sti 
to  have  them  when  someone  said! 
can  replace  capital  losses  by  borroj 
and  paying  it  back  later.  I  don't  kn(j 
any  financial  enterprise  that  can  op 
that  way  but  a  chain  letter." 
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.}\^efirs'  lauyer  Lerach 

\ithis  change  the  face  of  religion? 

kkman  continued:  "I'm  going  to  be 
i'  ully  candid  with  you.  We're  going  to 
!  to  go  to  the  parishioner  and  say, 
!  Iim  the  expression,  'We're  in  just  one 
■  ti  va  mess,  and  we  think  that  the  Ua- 
;  es  that  may  accrue  to  our  whole 
l(:h  as  a  result  are  so  great  as  to  war- 
llin  unusual  sacrifice.'  " 
'■  tie  United  Methodist  Church  has  cho- 
jij  different  tack.  Here's  where  things 
ij:  Residents  now  are  paying  by  the 
||h,  but  the  Los  Angeles  office  of  the 
i;ities  &.  Exchange  Commission  is 
Hnvestigating  the  role  of  the  UMC  not 
1  iiin  the  Pacific  Homes  operation  but 
;  jin  other  UMC-affiliated  communi- 
:  j'-lsewhere  in  the  U.S.  In  addition, 
ji  are  two  lawsuits  pending.  Last 
!n,  a  California  court  decided  that 

i  the  General  Council  on  Finance  &. 

ji  nistration  of  the  UMC,  not  the 

{i;  itself,  could  be  sued  in  California. 

it  decision  that  UMC  is  not  a  jural 
!  is  absolutely  right,"  argues  UMC 

jjlr  Witwer.  "If  it  were  reversed  it 
sl  substantially  change  the  face  of 
I|)n  in  America.  It  would  violate  every 
i|)le  aspect  of  First  Amendment  rights 
;jarches  to  conduct  their  business 

kut  harassment  in  civil  court." 

ii  vever,  in  a  second  case  involving 
;iiiuance  of  the  $5  million  in  coUater- 

bonds,  a  U.S.  district  court,  m 
t,  ruled  that  the  UMC  can  be  sued 
gal  entity  for  securities  fraud.  The 
refused  to  file  an  answer  in  the 
in  effect,  defaulting.  "We  were 
in  a  catch-22,"  says  UMC  lawyer 
r.  "Simply  to  answer  would  have 
repudiation  of  the  fact  that  has 
ed  for  200  years  in  this  country: 
has  a  court  held  that  the  UMC  as  a 
vide  denomination,  or  any  other 
had  to  respond  in  court  to  a 
for  the  acts  of  its  local  units." 
yers  for  the  residents  claim  the 
has  a  net  worth  of  about  $7.5  hii- 
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lioti  and  an  income  of  about  $60  million  a 
year  from  the  $1.1  billion  that  over  10 
million  Methodists  contributed.  The 
church  sees  it  differently.  "Those  $7.5 
billion  are  the  assets  of  43,000  individual 
churches,"  UMC  lawyer,  Witwer  re- 
sponds. "Each  university,  hospital,  home 
is  a  separate  institution  that  owns  its 
own  property.  There  is  no  property  or 
fund,  as  such,  that  belongs  to  the  UMC. 
You  can't  structure  an  entity  out  of  a 
confederation." 


He  concludes:  "The  real  scandal  would 
be  if  money  from  those  43,000  churches 
were  wrongfully  diverted  from  purposes 
to  which  it  had  been  committed  in  trust 
for  Christian  ministry." 

But  plaintiff  Trigg  has  a  different  view: 
"The  hierarchy  has  reduced  respect  for 
the  Methodist  Church.  That  contract 
should  be  honored.  If  the  hierarchy  has 
no  more  respect  for  their  contract  with 
God  than  they  have  with  us,  well,  I  don't 
expect  to  see  them  after  I  die."  ■ 


By  Paul  Gibson 


Yestei^day  it  was  TVs  and  steel  and  cars.  Today 
the  U.S.  is  losing  out  in  the  lucrative  interna- 
tional construction  business. 


Another  domino  is 
falling 


awards  let  by  14  middle  eastern  coun- 
tries between  June  1975  and  April  1978, 
fully  51%  went  to  West  European  firms. 
Asian  contractors  collected  27%  in  these 
three  years.  The  U.S.  got  a  puny  10%. 

Laments  Morrison-Knudsen  Co.,  Inc. 
President  William  H.  McMurren:  "It's 
been  so  long  since  we  won  an  important 
contract  under  competitive  bidding  that 
I  honestly  cannot  recall  when  we  last 
did."  (The  last  was  the  military  city  proj- 
ect which  was  directly  negotiated  be- 
tween the  Saudi  and  U.S.  governments.) 
Adds  Santa  Fe  International  Corp.  Direc- 
tor Frank  E.  Reynolds,  "The  South  Kore- 
ans are  putting  us  out  of  business  in  the 
Middle  East.  We  can  no  longer  compete 
there." 

Interestingly  enough,  high  U.S.  wage 
rates  are  not  the  biggest  problem.  U.S. 
firms,  by  and  large,  tend  to  subcontract 
their  labor-intensive  work,  typically  to 
local  Saudi  or  Asian  firms.  In  cases  where 
they  do  need  hordes  of  carpenters  or  road 
builders  they  try  to  remain  competitive 
by  hiring  low-cost  Yemeni,  Turkish, 
Egyptian  and  Pakistani  laborers. 

Nor  is  the  problem  particularly  tech- 
nology, where  the  U.S.  remains  a  leader. 
Says  1.  Robert  Fluor,  chairman  of  Irvine, 
Calif. -based  Fluor  Corp.:  "We  have  a 
unique  access  to  a  large  population  of 
engineers  and  technical  personnel.  Euro- 
pean and  Asian  companies  haven't  been 
able  to  undertake  the  very  large  and  tech- 
nologically oriented  programs  we  ad- 
dress." True  enough,  but  as  President 
William  P.  Orr  of  Lummus  Group,  Inc., 


WHILE  EVERYBODY  is  Worrying 
about  U.S.  imports  of  steel, 
electronics  and  textiles,  another 
major  U.S.  industry  is  fast  losing  out  to 
foreign  competition:  heavy  construc- 
tion, a  job-creating  $70  billion  industry 
that  is  losing  ground  under  heavy  attack 
by  Europeans  on  one  side  and  Asians  on 
tbe  other. 

For  years  the  U.S.  was  the  undisputed 
world  leader  in  heavy  construction.  U.S. 
firms  abroad  handle  probably  $10  billion 
worth  of  construction  work  overseas  an- 
nually and  possibly  far  more.  Closely 
linked  with  this  are  the  sales  of  U.S. 
construction  equipment,  bulldozers, 
cranes  and  electrical  equipment.  These 
sales  (including  spare  parts)  rank  second 
only  to  defense  equipment  exports,  con- 
tributing another  $4  billion  or  so  annual- 
ly to  the  U.S.  trade  balance.  Overall,  the 
business  probably  creates  upward  of  half 
a  million  jobs  in  the  U.S. 

In  the  past  two  years,  however,  the 
U.S.  has  slipped  from  first  to  fourth  place 
in  world  construction  according  to  the 
National  Constructors  Association,  a 
Washington-based  trade  body,  more  than 
half  of  whose  members  work  overseas. 
U.S.  construction  firms  now  rank  behind 
West  Germany,  Italy  and  Japan,  and  are 
being  seriously  challenged  by  Britain  and 
South  Korea. 

According  to  a  study  by  New  York 
consultants  William  Rcinhardt  and  Nan- 
cy Hall,  of  $86  billion  in  construction 
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the  building  subsidiary  of  Combustion 
Engineering,  Inc.,  points  out,  the  devel- 
oping nations  are  not  necessarily  con- 
cerned with  having  the  most  advanced 
refineries  or  gas-gathering  systems.  They 
worry  more  about  prices  and  payments. 

The  real  problem  defeating  U.S.  con- 
struction firms  is  simply  that  while  for- 
eign firms  are  being  treated  almost  as 
policy  arms  of  their  respective  govern- 
ments, the  U.S.  government  is  letting  its 
nationals  fend  for  themselves.  Washing- 
ton's apparent  indifference  results  from 


While  foreign  firms  are  treat- 
ed almost  as  policy  arms  of 
their  governments,  the  U.S. 
lets  its  nationals  fend,  for 
themselves.  Foreign  govern- 
ments stand  foursquare  be- 
hind their  construction  firms 
in  getting  export  business. 


the  traditional  church-state  separation 
that  has  always  existed  between  the  U.S. 
government  and  U.S.  industry.  Foreign 
governments  stand  foursquare  behind 
their  construction  firms  in  getting  ex- 
port business.  The  U.S.  government, 
where  it  doesn't  actually  hinder,  does 
little  to  help.  When  questioned  by 
Forbes,  U.S.  Department  of  Commerce 
officials  first  accused  our  companies  of 
being  indifferent  about  getting  overseas 
business,  then  denied  the  U.S.  was  losing 
ground  and  finally  admitted  that,  though 
regular  reports  about  building  awards 
were  filed  by  our  embassies,  no  one  in 
Washington  had  bothered  to  collate  the 
figures  for  middle  eastern  contracts  since 
1976.  "So  you  see,"  said  one  official 
blandly,  "nobody  can  tell  definitely  if 
we're  ahead  or  behind." 

Thus,  while  this  particular  Rome 
burns,  the  U.S  fiddles  merrily.  Congress' 
anti-Arab  boycott  legislation  hinders 
U.S.  firms  seeking  work  in  the  Middle 
East.  So,  without  a  doubt,  does  the  preoc- 
cupation of  the  American  press  and  gov- 
ernment with  antibribery  rules.  The  U.S. 
Army  Corps  of  Engineers'  insistence 
that  U.S.  firms  ship  construction  and 
engineering  supplies  in  expensive 
American-flag  shipping  is  a  further  hin- 
drance. (Even  where  they  can  use  foreign 
vessels,  U.S.  firms  must  pass  the  savings 
back  to  the  U.S.  Army  Corps,  in  effect 
giving  up  any  chance  of  widening  their 
already  slim  profit  margins.) 

But  the  biggest  threat  is  the  willing- 
ness of  foreign  nations  to  subsidize  the 
work  of  their  construction  firms  while 
U.S.  construction  firms  must  operate  un- 
der free-enterprise  rules.  Flere's  what 
happened. 

In  the  first  wave  of  building  from  1974 
to  1976  most  contracts  were  largely  cost 
plus  a  management  fee.  Now  the  major- 
ity are  lump  sum.  The  Saudis  got  clob- 


bered under  the  old  system  by  rampant 
inflation,  by  some  judicious  overpadding 
of  the  accounts  by  contractors  and  by 
their  own  desperate  eagerness  to  jump, 
in  barely  a  decade,  from  the  18th  into  the 
20th  century.  Now  with  the  inflow  of 
petrodollars  slowing,  practically  all  the 
middle  eastern  governments  are  stretch- 
ing out  their  development  project  time- 
tables and  insisting  that  general  contrac- 
tors complete  projects  for  a  prearranged 
sum  or  pay  any  cost  overruns.  Most  U.S. 
firms  flatly  refuse  to  quote  fixed-price 
contracts  abroad;  many  of  them  were 
badly  burned  that  way.  In  sharp  contrast, 
foreign  firms  are  willing  to  work  on 
fixed-price  contracts  because  their  gov- 
ernments, in  one  way  or  another,  protect 
them  against  losses.  Italy  and  Korea  are 
among  the  worst  offenders  in  this  re- 
spect. This  protection  ranges  from  gener- 
ous tax  breaks  and  outright  tax  holidays 
to  what  U.S.  executives  claim,  but  can- 
not prove,  are  government  guarantees 
against  any  corporate  losses  on  fixed- 
sum  contracts.  For  U.S.  firms  no  such  aid 
or  breaks  are  available.  Says  Brown  & 
Root  General  Sales  Manager  C.  Bert  Wil- 
liams with  a  sigh,  "If  only  we  had  the 
luxury  of  a  government  behind  us." 

When  it  comes  to  financing,  most  con- 
struction deals  involve  support  by  a  gov- 
ernment's overseas  financing  arm — the 
Export-Import  Bank  in  the  U.S.,  Hermes 
in  West  Germany,  COFACE  in  France. 
Under  international  agreement  they  are 
all  supposed  to  make  loans  at  the  same 
rate,  currently  around  9%.  What  often 
happens  in  practice  is  that  governments 
eager  for  the  work  will  set  about  circum- 
venting that  agreement.  The  easiest  way 
is  to  announce  a  grant-in-aid  for,  say, 
$250  million  at  a  4%  interest  rate,  to  the 
country  letting  the  construction  award. 
The  U.S.  rarely  allows  such  grants  for 
industrial  projects. 

Then  there  are  the  performance  guar- 
antees and  letters  of  credit  that  the  suc- 
cessful bidder  must  post  before  he  gets 
the  award.  Such  bonds  can  amount  to 
over  30%  of  the  contract  value.  That  can 
mean  several  hundred  million  dollars  on 
some  deals.  Yet  under  U.S.  banking  laws 
our  banks  can  lend  a  company  only  up  to 
10%  of  its  net  worth,  and  few  construc- 
tion firms  have  the  capital  to  support 
such  financing.  Typically  these  guaran- 
tees carry  an  interest  rate  of  only  half  of 
1%  (as  a  carrying  charge  until  the  money 
is  called  down),  far  below  what  the  bank 
could  charge  the  same  company  on  a 
regular  commercial  loan  if  it  were  ex- 
panding its  operation  inside  the  U.S.  Yet 
a  syndicate  of  New  York  banks  didn't 
mind  in  the  least  arranging  a  $300  mil- 
lion performance  guarantee  for  Hyundai 
Construction  Co.,  Ltd.  this  summer  for 
middle  eastern  work.  That  loan  was  fully 
guaranteed  by  an  arm  of  the  South  Kore- 
an government. 

The  South  Koreans  and  other  Asians 


began  by  picking  up  subcontrac 
American  firms  for  labor-intensive 
of  projects.  In  the  Middle  East,  U.S 
struction  executives  say  the  South 
ans  often  undercut  them  by  up  to 
and  sometimes  by  50%.  "In  one 
their  total  contract  price  was  no 
than  we  had  budgeted  for  materials 
calls  one  chagrined  U.S.  bidder 

On  many  contracts  the  South  Kc 
are  losing  money,  but  that's  the 
they  are  clearly  prepared  to  pay 
hard  currency  for  their  own  oil  hil\ 
to  keep  almost  75,000  Korean  w(l 
fully  employed  in  the  Middle  East, 
trip  this  fall  to  the  Middle  East  a 
engineer  told  Forbks  he  counted  4 
rean  firms  working  in  Saudi  Arabi 
less  than  a  handful  from  the  U.S. 
stopped  bidding  there,"  says  Pre: 
Robert  W.  Page  of  The  Rust  Engiin 
Co.,  Inc.,  the  construction  arm  of  V 
abrator-Frye,  Inc.,  one  of  several  fir 
throw  in  the  towel  in  the  Middle  E 
This  fall  at  least  three  U.S.  con 
tion  and  engineering  firms  are  beii 
quired  by  foreigners — ).A.  )ones 
struction  Co.  by  the  Germans,  Art! 
McKee  Co.  by  the  British  and  J.F 
chard  &.  Co.,  Inc.  by  the  South  Ko 
Even  industry  giants  like  Foster  W 
Corp.  now  find  it  expedient  to  entt 
joint  ventures  with  Koreans  and 
Asian  companies 

The  Koreans  didn't  land  their  fir 
nificant  order  in  the  Middle  East 
mid- 1976,  yet  of  the  last  19  jobs 
the  U.S.  Corps  of  Engineers  in  Sauc 
bia,  the  Koreans  took  1 1,  the  U.S.  r 
For  every  $1  of  work  awarded  tc 
firms,  the  Koreans  garnered  $3. 

A  rough  rule  of  thumb  is  that 
construction    work    abroad  gen 
roughly  20  cents  of  work  in  the  U 
equipment  supplies  and  services.  Gi 
choice,  a  construction  engineer 
from  his  own  country.  He  knovl 
products  and  trusts  the  suppliers 
too  clearly  the  figures  bear  this  oui 
Again,  the  export  sales  of  constn 
and  mining  equipment  for  U.S.  maj 
turers  fared  well  initially,  quintuplj 
tween  1967  and  1975.  For  the  last 
years,  however,  U.S.  sales,  not  inq 
parts,  have  stalled  around  $2.5  b! 
and  may  even  have  fallen  a  not« 
you're  a  Korean  contractor  laying 
line  you  sure  as  hell  are  not  going  tc|rp 
pipe  from  Pittsburgh,"  says  Chase 
hattan  Vice  President  Albert  Lalo 
widely  respected  authority  on  ov 
construction  deals.   He's  right 
1970,  South  Korean  exports  of  s 
equipment  have  soared  from  barel] 
million  to  $2  billion.  In  fact,  wt 
comes  to  exporting,  the  U.S.  has  i 
the  least  annual  growth  among 
dustrialized  nations.  Even  Japan, 
penalized  by  the  yen's  upward  valu 
has  fared  better.  The  declining  j, 
says  Chase's  Lalonde,  has  been  o£j||i](j 
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h  digging  by  Muirisu>i-k>uuJseii  for  an  Algerian  irrigation  project 

much  overseas  business  will  V.S.  constructionfirms  lose  before  Washington  becomes  alarmed7 


e 


Ding  U.S.  productivity,  leaving  out 
iment  still  too  highly  priced. 
)r  the  first  time  we're  running  into  a 
competition  from  the  Japanese  and 
ins,"  says  Sales  Vice  President  Bri- 
loore  of  Chicago  Bridge  &  Iron, 
massive-type  cranes  have  long 
a  familiar  sight  in  the  Middle  East, 
market  share  is  definitely  decreas- 
ere." 

le  last  recession,  U.S.  construction 
fared  remarkably  well.  Since  the 
970s  their  earnings  have  climbed 
ly,  with  Morrison-Knudsen,  Fluor 
.F.  Braun  showing  30%  or  more 
;e  per-share  gains  over  the  past  five 
U.S.  construction  companies  have 
ted  their  problems,  making  up  for  a 
ge  of  domestic  orders  with  their 
;as  work. 

V  another  recession  appears  virtu- 
levitable  in  the  U.S.  With  money 
tight,  the  much-heralded  boom  in 
1  spending  which  had  been  expect- 
start  in  1979  will  now  likely  be 
d  until  1980  or  even  longer.  Al- 
the  backlog  of  domestic  orders  for 
like  Santa  Fe  and  Morrison-Knud- 


sen is  shrinking.  But  this  time  they  will 
have  a  tougher  time  offsetting  declines 
at  home  with  orders  from  .abroad.  For 
the  first  time  since  1970  Raymond  In- 
ternational, Inc.,  an  engineering  and 
construction  company,  was  actually  re- 
porting declines  in  quarterly  earnings 
with  its  nine-month  figures  to  Sept.  30 
off  14%. 

Construction  men  fear  that  a  chain 
reaction  may  be  taking  place  around  the 
world  in  construction.  Eventually,  they 
hint  darkly,  our  companies  will  become 
so  weak  they  will  be  unable  to  resist  a 
foreign  invasion  of  the  U.S.  domestic 
market.  "I  truly  fear  this  is  the  pattern  of 
events  that  could  lie  ahead,"  says  Morri- 
son-Knudsen's  McMurren. 

Yesterday,  cars,  steel  and  TV.  Tomor- 
row, heavy  construction? 

The  U.S.  construction  industry  did  get 
a  couple  of  breaks  recently.  Congress  re- 
luctantly dropped  plans  to  increase  taxes 
on  expatriates  even  though  the  U.S.  is 
one  of  the  few  countries  that  taxes  its 
workers  abroad.  And  the  Export-Import 
Bank  agreed  to  become  more  aggressive 
by    guaranteemg    contractors  against 


losses  incurred  in  wars  or  insurrections, 
and  by  aiding  them  in  converting  local 
currencies  into  dollars. 

But  those  were  relatively  small  victo- 
ries. Trying  to  convince  Washington 
that  there's  a  direct  and  meaningful  link 
between  what  happens  to  our  construc- 
tion firms  abroad  and  our  ability  to  pay 
for  oil,  lessen  our  deficit  and  keep  jobs  at 
home  is  going  to  be  a  far  tougher  task. 

Chances  are  Washington  will  eventu- 
ally get  around  to  studying  the  matter, 
and  belatedly  no  doubt  some  congress- 
men will  suggest  subsidies  for  construc- 
tion and  equipment  firms. 

Countries  like  Japan  and  South  Korea 
and  West  Germany — in  theory  far  more 
vulnerable  than  the  U.S.  to  the  high 
prices  of  oil — have  come  through  the  pet- 
rocrisis  with  their  balances  of  payments 
in  far  better  shape  than  the  U.S.  Now,  in 
construction,  which  is  one  of  the  quick- 
est and  most  direct  ways  of  getting  back 
some  of  the  petrodollars,  the  U.S.  has 
almost  absentmindedly  allowed  a  major 
advantage  to  atrophy.  Is  it  any  wonder 
foreigners  lack  confidence  in  the  future 
of  the  U.S.  dollar?  ■ 
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Saul  Steinberg  has  a  new  image.  Ifs  not  exactly  Mr.  Nice  Guy,  hut 
a  lot  mellower  than  bis  old  image. 


Boy  genius  at  39 


pi 


ALL  THOSE  YEARS,"  says  Saul  Stein- 
berg, leaning  back  behind  his  ckit- 
tered  desk.  "All  that  sweat.  You 
don't  know  what  I  went  through." 

But,  then,  think  of  what  he  put  other 
people  through. 

A  decade  ago,  at  the  age  of  29,  Saul 
Steinberg  was  the  terror  of  the  Establish- 
ment. A  highly  press-agented  whiz-kid 
wheeler-dealer  out  of  Wharton  (under- 
graduate) he  founded  Leasco,  a  computer 
leasing  company,  in  the  Sixties  and  built 
it  into  one  of  the  highest  of  the  high- 
flyers. Then,  in  1968,  he  persuaded  the 
stockholders  of  sleepy  Reliance  Insurance 
Co.  (now  Reliance  Group),  the  nation's 
17th  largest  stock  insurance  company,  to 
trade  their  shares  for  Leasee's  inflated 
stock  (selling  at  over  20  times  earnings). 
The  following  year  he  made  a  pass  at 
acquiring  New  York's  giant  Chemical 
Bank,  the  6th  largest  in  the  world. 

Steinberg's  preoccupation  with  deal- 
making  came  at  the  expense  of  running 
Reliance  Group,  which  was  battered  by 
the  1974-75  recession.  Its  net  worth 
plunged  from  $205  million  in  1973  to  $65 
million  in  1974.  Jolted  by  the  crisis,  he 
realigned  top  management  and  began 
playing  an  active  role  in  the  company's 
day-to-day  operations.  Under  adversity, 
the  whiz  kid  became  a  manager. 

Today  39,  Steinberg  sits  in  his  24th- 
floor  office  in  midtown  Manfiattan,  look- 
ing rather  well  fed  and  contented.  He  is 
flanked  by  a  bronze  antique  telescope 
and  pictures  of  his  two  children  and  his 


statuesque  Italian  girl  friend  (he  is  di- 
vorced). Saul  Steinberg,  the  $375,000-a- 
year  chairman  of  Reliance  Group,  is  do- 
ing very  well. 

For  the  fact  is.  Reliance  is  a  strong 
company  today.  Its  CTI  International 
subsidiary,  which  Steinberg  built  from 
scratch  into  the  world's  biggest  contain- 
er leasing  company,  accounts  for  25%  of 
its  parent's  earnings.  With  a  strong 
showing  from  CTI,  Reliance's  net  oper- 
ating income  climbed  to  $55  million  last 
year,  compared  with  a  $20  million  deficit 
in  1975. 

For  the  first  nine  months  of  this  year, 
net  income  reached  $65  million.  Earn- 
ings per  share  could  easily  exceed  $8  this 
year,  up  from  $6  in  1977.  Revenues  for 
the  first  nine  months  were  almost  $1 
billion,  up  11%  over  1977.  Reliance's 
debt-to-equity  ratio  has  been  whittled 
from  3-to-l  in  1974  to  1-to-l. 

On  the  insurance  side.  Reliance's  com- 
bined ratio — the  expense  of  doing  busi- 
ness— has  held  steady  at  around  97.3  this 
year,  respectable  for  the  industry. 

Reliance  stock,  which  sanlc  to  4  in 
1975,  has  sold  as  high  as  37  this  year. 
Saul  Steinberg  and  his  family  own  1.8 
million  shares,  worth  about  $60  million. 

Most  of  the  Sixties'  highly  publicized 
financial  firecrackers  ended  more  with  a 
whimper  than  a  bang.  Steinberg  himself 
had  a  narrow  escape.  Soon  after  he  ac- 
quired Reliance,  he  began  conglomerat- 
ing, buying  up  a  rash  of  consulting  out- 
fits, a  big  chunk  of  the  London-based 


Pergamon  Press  publishing  house 
started  up  some  computer  time-sh 
ventures.  A  number  have  since  beecBudoi 
or  written  off. 

When  the  roof  fell  in  during  the  \ 
sion,  Steinberg  suspended  dividen* 
both  Reliance's  common  and  prel 
stock.  He  had  to  borrow  $30  milli 
working  capital  to  keep  the  doors  O 

But  then  he  made  a  comeback  vi 
combination  of  luck,  clevemess 
couple  of  windfalls  based  on  the  ill 
dating  power  of  his  own  reputatiol 
also  changed  his  style — from  brasj 
to  toughness — and  his  tactics— 
growth-growth-growth  to  a  hardhe 
attention  to  the  bottom  line. 

It's  been  more  than  two  years 
Steinberg  has  made  a  major  acquis) 
"I  could  do  a  big  deal,  but  what  v 
that  get  me?"  he  says.  "I've  got  en 
money  to  buy  control  of  a  compani 
size  of  Reliance  or  larger,  and  I  \ 
even  consider  that  because  it  too 
these  years  and  so  much  sweat  ti 
where  we  are  today."  ! 

Instead,  Steinberg  has  been  i 
buying  up  his  own  stock.  And  it's  eajance' 
see  why.  Despite  its  impressive  p| 
mance.  Reliance  has  been  selling| 
multiple  of  about  4  recently,  base 
1978  projected  earnings,  lower  thai 
4.6  insurance  industry  average.  1 
1972  Steinberg  has  repurchased  aboi 
million  shares,  reducing  his  conl 
stock  capitalization  by  60%.  The  bi 
chunk  was  bought  recently:  The 
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/  had  warrants  expiring  last  [une  on 
e  5.8  million  shares.  Steinberg  never 
:ipated  they  would  be  exercised, 
y  had  been  issued  throughout  the 
s  as  "sweeteners"  to  compensate 
ers  for  Reliance's  credit  risk.)  But 
April's  stock  market  rally  pushed 
mce  shares  above  the  32.07  exercise 
,  and  suddenly  almost  $200  million 
ish  was  dumped  in  Steinberg's  lap. 
/asn't  entirely  happy  about  it  either, 
;  he  was  forced  to  issue  5.8  million 
shares,  diluting  Reliance's  earnings 
tantially. 

he  tendered  for  3  million  shares, 
bought  1.1  million  as  Reliance's 


total  of  $22  million,  or  an  average  of 
about  $13  a  share. 

Steinberg  concluded,  he  says,  that 
Lomas  &.  Nettleton  could  substantially 
increase  its  earnings  (in  free  services)  by 
spreading  its  cash  among  a  greater  num- 
ber of  banks  than  the  four  Texas  banks  it 
principally  used;  Mercantile  National, 
Republic.  National,  First  National  (all  in 
Dallas)  and  First  City  National  of  Hous- 
ton. He  went  to  Lomas  and  insisted  that 
three  Reliance  Group  executives  be 
made  board  members.  Lomas'  reaction 
was  to  offer  to  repurchase  the  stock.  In 
Steinberg's  words,  "People  were  begin- 
ning to  see  them  as  a  subsidiary  of  Reli- 


tives:  John  Folk  (now  chairman  of  the 
insurance  division),  then  54,  and  William 
Pollard  (now  insurance  division  presi- 
dent), then  46.  Moreover,  to  offset  the 
cyclical  property,  casualty  and  auto- 
mobile business,  which  comprises  about 
70%  of  earnings,  Steinberg  has  expanded 
into  title  and  life  insurance.  In  the  last 
year  alone,  for  example,  he  has  opened 
some  60  new  life  and  title  offices.  He 
plans  acquisitions  in  this  area  as  well. 
Though  combined  they  comprise  only  a 
fraction  of  earnings,  his  goal  is  to  in- 
crease them  to  25%. 

What  Steinberg  has  done  with  CTI  is 
even  more  impressive.  Expanding  the 


aoui 


;tlie 
iidei 
Ipif 


]OIS 

ack 

KSS 

the 


years 


price  continued  to  climb.  When 
nesi  larket  began  tumbling  in  early  fall, 
:ke  utions  began  unloading  big  blocks 
;liance  stock  and  Steinberg  kept 
g.  He's  since  repurchased  an  addi- 
3.6  million  shares,  bringing  the 
since  August  to  4.7  million.  Says 
t  was  the  best  investment  we  could 
with  the  money.  We  felt  our  stock 
vorth  more  than  the  $32  average 
we  paid." 
buying  back  his  own  stock  has 
only  part  of  Steinberg's  strategy. 
I  braljerformance  of  his  investment  port- 
from  which  Reliance  derives  the 
its  cash  flow  ($77  million  for  nine 
is  compared  with  only  $17  million 
derwriting  income),  is  even  more 
sting.  So  far  this  year,  at  a  time 
the  stock  market  has  been  in  the 
ims.  Reliance's  portfolio  has  yield- 
obust  20%  annualized  rate  of  re- 
Mmost  88%,  or  $1.3  biUion,  is  in- 
mainly  in  fixed-income  securi- 
he  equity  portion  of  it,  though — 
10% — has  been  the  source  of  some 
l,eej|ioney. 

ance's  equity  portfolio  is  concen- 
in  relatively  few  companies.  Is  it 
jjlliijilt  that  some  of  them  are  terrified 
1  Steinberg  and  have  acted  accord- 
Consider  his  relations  with  the 
based  Lomas  &  Nettleton  Finan- 
Drp.,  the  largest  mortgage-banking 
1  the  U.S.,  with  assets  of  about 
nillion.  Reliance  bought  25%  of 
'  stock,  1.7  million  shares,  for  a 


ance  Group."  The  recollection  of  Lomas 
President  Ted  Enloe:  "A  number  of  insti- 
tutions had  liquidated  their  positions  in 
our  company  and  there  was  uncertainty 
among  the  financial  community  as  to 
what  Reliance  was  going  to*do." 

The  upshot?  In  October,  Lomas  & 
Nettleton  retrieved  its  stock,  paying 
Steinberg  the  equivalent  of  $38  million 
in  cash  and  notes,  70%  higher  than  Re- 
liance's original  investment.  Blackmail? 
"Absolutely  not,"  says  Steinberg.  He 
does  concede  his  reputation  may  have 
had  something  to  do  with  it:  "I  think 
they  felt  ultimately  we  would  take  them 
over."  There  are  four  other  companies  in 
which  Reliance  has  big  holdings:  Imperi- 
al Corp.,  Gibraltar  Financial,  Provident 
National  Corp.  and  Bohemia,  Inc.  Of 
them  Steinberg  says,  "We  haven't  made 
a  judgment  that  it  makes  any  sense  for  us 
to  be  in  those  businesses.  We  could  make 
a  lot  of  money  as  large  holders  of  the 
stock  instead."  What  does  that  mean? 
Steinberg  won't  elaborate,  but  the  mean- 
ing comes  through  loud  and  clear:  Don't 
mess  with  me. 

You  have  to  give  Steinberg  his  due. 
From  an  insurance  company  that  almost 
went  down  the  drain.  Reliance  has  be- 
come a  well-managed  operation.  Once 
Steinberg  realized  that  running  a  com- 
pany is  different  from  acquiring  one,  he 
made  Reliance  work.  In  1974  he  changed 
management,  promoting  two  younger 
men  to  senior  vice  presidencies  above  an 
entire  tier  of  old-line  Reliance  execu- 


container  fleet  an  average  of  25%  a  year 
since  1973  has  boosted  revenues  by  33% 
a  year;  pretax  profits,  67%.  (The  cargo 
containers  CTI  leases  are  "intermodal"; 
that  is,  once  loaded  and  shipped  by  truck, 
cargo  can  then  be  transferred  to  train  or 
ship  intact,  without  removing  it  from 
the  container.)  For  the  first  nine  months 
of  this  year,  CTI  contributed  pretax  in- 
come of  $28  million.  About  $160  million 
in  capital  expenditures  are  slated  for  CTI 
in  1979. 

Problems  do  lie  ahead  in  insurance. 
With  escalating  inflation  pushing  claims 
costs  ever  higher  and  a  freeze  on  rate 
increases  in  many  states,  underwriting 
margins  are  already  eroding  for  the  entire 
property  and  casualty  industry.  Re- 
liance's underwriting  income  for  the  first 
three  quarters  was  flat.  So  investment 
income  and  CTI  will  have  to  carry  the 
company  next  year.  Though  he  has  in- 
creased his  reserves  25%  over  last  year  to 
$760  million  as  a  cushion  for  the  com- 
pany's earnings,  Steinberg  admits  his 
conibined  ratio  will  deteriorate  in  the 
next  two  years. 

But  Steinberg  doesn't  look  worried. 
Why  should  he?  At  only  four  times  earn- 
ings and  with  a  cash  dividend  that  yields 
5%,  his  stock  isn't  likely  to  collapse  this 
time  as  in  the  last  recession. 

Yet  he  repeats:  "You  don't  know  what 
I  went  through.  I  wouldn't  do  it  again." 
Come  on  now,  Saul  Steinberg.  You 
wouldn't  put  up  with  a  little  aggravation 
for  all  that  power  and  money?  ■ 
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A  new  French  Revolution?  The  Paris  Bourse  is 
outperforming  all  other  major  markets — with 
help from  a  recent  tax  break for  small  investors. 

Let  them  buy 
stocks 


Dealers  at  the  Paris  Bourse 

A  government  messetge:  yfive  le  capitalisme. 


ALL  OVER  France,  viewers  tune  in 
nightly  at  8:30  for  a  prime-time 
adventure  film.  But  first  come  the 
commercials,  which  run  in  a  solid  ten- 
minute  block  preceding  the  action.  In 
the  final  spot,  money  rattles  into  a  cash- 
box.  A  map  of  la  patrie  throbs  to  the 
sound  of  amplified  heartbeats.  "Invest  in 
French  industry,"  the  voice-over  intones 
in  a  patriotic  spiel  aimed  at  selling  com- 
mon stocks. 

This  is  the  Gallic  equivalent  of  Merrill 
Lynch's  thundering  herd.  The  sponsor? 
The  French  government  promoting 
"Shares — Today's  Way  to  Save."  A  how- 
to  mailing  from  the  Treasury  makes  an 
even  harder  sell:  "Pay  less  tax  ...  by  be- 
coming a  shareholder"  is  its  message.  A 
nationwide  ad  campaign  by  banks 
choruses  the  same  line. 

Behind  all  the  hoopla  is  a  new  tax  law 
enacted  this  July.  It  lets  a  Frenchman 
who  buys  up  to  5,000  francs  ($1,200) 
worth  of  stock  m  French  companies  each 
year  for  the  next  four  years  deduct  that 
amount  from  his  taxable  mcome.  For  a 
businessman  with  a  $30,000  annual  sala- 
ry, the  potential  tax  reduction  is  $2,000 
over  the  full  period. 
The  objective  is  to  entice  France's  tra- 


ditionally cautious  small  investors  to 
take  their  savings  out  of  banl<;  accounts 
or  real  estate  holdings  and  put  them  in 
common  stocks.  (Whereas  I  American 
in  9  is  a  shareholder,  only  1  Frenchman 
in  35  is.)  Investment  professionals 
yawned  when  the  government  struck  up 
this  capitalist  tune,  but  they  were  soon 
wide  awake  and  taking  orders.  When 
1978  ends,  over  1.5  million  Frenchmen 
will  have  invested  $1.5  billion  in  com- 
mon stocks  through  the  plan.  "Small  in- 
vestors who  had  never  owned  a  share  in 
their  lives  have  come  in,"  says  Jean- 
Jacques  Netter  of  brokers  Sellier,  Suchet 
&.  Cie.  "They  realize  that  even  if  they  lose 
40%  of  their  investment  they  still  get  a 
good  deal  because  of  the  tax  benefit." 

Losses  aren't  something  the  new  in- 
vestors have  had  to  consider  yet.  French 
stock  market  averages  have  jumped  by 
nearly  40%  in  the  past  12  months,  mak- 
ing the  Bourse  the  best-performing  major 
stock  market  in  the  world.  While  the 
influx  of  new  money  from  small  inves- 
tors undoubtedly  helped  to  fuel  the  bull 
market,  clearly  the  major  factors  that  led 
to  it  were  the  defeat  of  the  Left  in  the 
March  elections  and  the  French  govern- 
ment's subsequent  pronounced  swing  to- 


ward a  freer-market  economy. 

Reviving  the  stock  market  is 
component  of  government  straten 
France — the  aim  is  to  make  Frenc 
dustry  competitive  again.  Premier 
mond  Barre  and  his  economics  min 
Rend  Monory,  want  companies  to 
money  by  issuing  shares  instead  o 
rowing.  Because  of  heavy  borrowin 
terest  charges  consumed  over  half 
gross  profits  of  French  industry  last 
thereby  greatly  curtailing  the  amoi 
money  that  could  have  been  availab 
expansion  and  modernization. 

Monory,  a  former  Massey-Ferj 
dealer,  seems  to  be  running  the  ec( 
ics  ministry  just  like  his  tractor  bus 
Now  he  is  nudging  companies  dow 
road  to  the  Bourse  with  their  ow 
incentive:  deductibility  of  dividen 
any  new  shares. 

So  far,  the  strategy  is  working, 
capital  issues  this  year  will  raise  a 
$800  million,  over  twice  the  1977  f 
And  $1  billion  more  is  forecast  for 

After  30  years  of  rigid  planning,  F 
is  becoming  a  bit  more  free  enter 
minded.  Says  Alain  Golaz,  mana 
the  investment  department  at  M 
Guaranty  Trust  Co.  in  Paris,  "The 
ernment  has  realized  that  free-m 
forces  are  not  so  negative  after  all.' 

"I  call  it  the  third  French  Revolui 
says  Pascal  de  Salaberry,  a  direct 
investment  managers  Ivory  Sim 
major  step  has  been  freeing  indu 
prices,  for  the  first  time  in  33  year 
approach  to  companies  in  troubl 
changed,  too.  They  are  trying  to 
more  capitalist  solution  than  just 
ing  out  subsidies.  The  need  for  firi 
gaining  acceptance,  though  it's  s 
sensitive  subject." 

U.S.  businessmen — especially  i 
brokerage  community — have  beer 
hying  for  years  to  get  similar  legisi 
"It  would  be  a  gigantic  stimulus  tc 
Street  and  an  ideal  way  to  get  little 
back  into  the  market,"  says  D 
Crawford  of  the  Securities  Inc 
Assn.  The  small  investor,  howeve 
little  clout  in  Congress.  In  this  yeai 
reforms,  the  only  gain  he  made 
slight  cut  in  the  capital  gains  ta 
acted  after  massive  opposition. 

"Sure,    proposals    similar  to 
France  is  trying  got  suggested  here, 
Representative  Abner  Mikva  (D-l 
key  member  of  the  House  Wa 
Means  Committee.  "But  tax  laws  a 
worst  way  to  encourage  the  small 
tor.  People  buy  stocks  when  they  th 
is  a  good  idea,  not  because  of  tax 
micks."  Mikva  has  a  point.  The 
way  to  a  stronger  stock  market 
healthier  economy  -is  probably  th 
fewer  tax  breaks  and  loopholes,  not 
of  them.  But  in  France — where  : 
shareholder  capitalism  has  never 
been  given  a  chance — almost  anytll 
a  step  in  the  right  direction.  ■ 
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GOOD  TASTE  IS  MORE  THAN  AN  IMAGE.  IT'S  A  GIFT. 

Now,  the  clear,  clean,  ref  reshing  taste 
of  Gordon's  Gin  in  a  beautiful  gift  package. 


The  more  they  read, 
the  less  they  watch. 

Let's  face  it.  Just  ctbout  everybody  watches  television  and 
just  about  everybody  reads  magazines. 

The  fact  is  that,  in  addition  to  all  that  time  in  front  of  the  TV  set, 
people  are  now  buying  magazines  at  the  rate  of  6  billion  copies 
a  year,  spending  an  average  of  more  than  a  dollar  at  the 
newsstand  and  more  than  twelve  dollars  for  a  subscription. 

Reading  time  for  the  average  individual  copy,  including 
time  spent  by  primary  and  secondary  readers  is  six  hours  and 
three  minutes. 

More  to  the  point,  some  45  million  Americans  are  big  on 
magazines  and  not  so  big  on  television.  They  are  the  nation's 
literate,  curious,  articulate,  affluent  media  segment;  the 
Magazine  Imperatives. 

Some  simple  criteria  for  separating  the  Magazine  Imperatives 
and  the  Television  Imperatives:  The  more  they  earn,  the  more 
they  read,  the  less  they  watch;  the  more  they  know  (education), 
the  more  they  read,  the  less  they  watch;  and  the  more  they  buy, 
the  more  they  read,  the  less  they  watch. 

Make  this  the  year  to  reevaluate  the  balance  of  power 
between  television  and  magazines  in  your  media  planning. 
Ask  MPA  for  an  IMS  computer  run  based  on  the  Media 
Imperatives*  and  your  prospects,  your  data,  your  dollars. 

Magazine  Publishers  Association,  Inc. 
575  Lexington  Avenue,  New  York,  N.Y.  10022.  (212)  752-0055 

(§)  Simmons  Media  Studies 
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Its  like  reading 
your  boss  s  mind 


man  whose  job  youre  after  reads 

FORBES:  CAPITALIST  TOOL 


Germany's  biggest  aircraftmaker  is  no  threat 
to  Boeing — hut  dont  take  it  lightly. 

Messerschmitt: 
alive  and  weU 


about  0.5%  on  the  sales  dollar.  But  vi 
not.  MBB's  shareholders,  besides  s( 
old  aircraft  families,  include  a  blue 
bon  roster  of  German  companies,  sue 
Siemens,  Thyssen  and  the  Allianz  in 
ance  group.  As  a  result,  MBB,  like  rr 
European  firms,  cooks  its  books  with 
same  bury-the-profits  conservatisrr 
privately  held  U.S.  businesses:  In  ! 
its  depreciation  came  to  over  $31 
lion,  nearly  50%  more  than  the  eq 
alent  figure  at  Northrop  Corp.,  the; 
Northrop  is  half  again  as  big  as  ^ 
Similarly,  MBB  assets  include  $235 
lion  in  what  the  Germans  call  "hic 


By  Paul  Sturm 


UNTIL  HIS  DEATH  three  months  ago 
at  80,  Willy  Messerschmitt  main- 
tained that  just  about  200  more  of 
his  ME-262  jets  would  have  stopped  the 
Allied  invasion  of  Normandy.  If  that 
strikes  one  as  typical  German  arrogance, 
the  fact  is  that  the  war  cost  Messer- 
schmitt dearly.  Defeat  brought  a  decade- 
long  ban  on  airplane  production  in  Ger- 
many, and  the  famous  Messerschmitt 
name  showed  up  on  such  unlikely  prod- 
ucts as  sewing  machines  and  three- 
wheeled  scooter  cars. 

But  the  business  survived,  and  the 
German  fascination  with  flying  didn't 
die.  Today,  Messerschmitt-Bolkow- 
Blohm — the  Munich-based  merged  survi- 
vor of  "Dr.  Willy's"  proud  company — is 
Europe's  strongest  and  most  successful 
aerospace  firm.  This  year  MBB  sales  will 
top  $  1  billion,  and  its  order  backlogs  insure 
that  it  will  approach  $2  billion  in  1982. 

Though  it  is  but  a  fifth  the  size  of 
industry  leader  Boeing,  MBB's  plants 
turn  out  a  surprisingly  diversified  range 
of  products:  civilian  jets,  military  fight- 
ers, helicopters,  missiles,  even  satellite 
components.  But  Europe's  fragmented 
aerospace  industry  doesn't  operate  like 
the  U.S.  manufacturing  giants.  Nearly  all 
MBB  projects  involve  cooperation  with 
other  companies  that  belong  to  three 
aerospace  consortia:  Airbus  Industrie 
oversees  development  and  production  of 
passenger  planes;  Euro-Missile  does  the 
same  for  rockets;  Panavia  deals  with 
combat  aircraft. 

One  important  difference,  however, 
sets  MBB  apart  from  its  partners.  British 
Aerospace  in  the  U.K.,  Aerospatiale  in 
France  and  nearly  all  other  European 
aerospace  firms  are  kept  in  business  only 
with  taxpayers'  money — "nationalized" 
is  the  customary  euphemism.  MBB  isn't, 
and  in  fact,  German  federal  officials  have 
recently  hammered  out  an  agreement  to 
put  the  40%  of  the  company's  stock  that 
is  now  held  by  two  state  governments 
back  in  private  hands.  "Our  administra- 
tion is  socialist,  but  Chancellor  Schmidt 
does  not  believe  in  public  ovmership  of 
business,"  smiles  MBB's  new  president, 
Gero  Madelung,  a  50-year-old  nephew  of 
founder  Willy  Messerschmitt. 
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Messerschmitt  Preside>it  Gero  .Mculelnii}> 
A  knack  for  building  airplanes,  a  bentforjree  enterprise. 


The  results  show.  There  are  only  about 
50,000  aerospace  workers  in  Germany — 
half  of  whom  are  on  the  payroll  of  domi- 
nant MBB.  In  terms  of  revenue,  Britain's 
nationalized  industry  is  approximately 
the  same  size,  yet  it  has  twice  as  many 
employees. 

But  Germany  is  not  the  U.S.  "When 
business  fluctuates,  we  can't  hire  and  fire 
or  move  people  around  the  way  Boeing 
can,"  says  Madelung,  who  studied  engi- 
neering at  New  York  State's  Clarkson 
College  and  worked  briefly  for  General 
Electric.  "If  there  is  a  real  slump,  layoffs 
are  possible — but  very  costly.  We  have  to 
pay  for  readjustment  to  look  for  another 
job,  and  that  amounts  to  over  $5,000  per 
man.  All  this  is  part  of  our  social  system, 
and  I  wonder  when  your  unions  will 
catch  on  to  it  too."  Another  part  of  that 
system  is  expensive  fringe  benefits, 
which  push  labor  costs  to  nearly  50%  of 
revenues  at  MBB  rs.  about  35%  at  com- 
parable U.S.  firms. 

Looking  at  MBB's  reported  earnings, 
one  might  wonder  why  the  company 
bothers  to  stay  in  business.  Last  year  it 
reported  profits  of  just  $5.3  million — 


reserves" — much  of  which  could  in 
diately  flow  to  the  bottom  line  if  n 
mizing  profits  were  an  objective  oi 
company. 

Free  from  the  pressure  of  quar 
eamings  comparisons,  then,  MBB'si 
delung  is  as  much  technician  as 
nessman.  A  teacher  of  aeronautics 
local  university,  he  rates  the  title  oi 
fessor;  and  he  seems  particularly  at  h 
in  the  sprawling  campus-like 
sphere  of  his  firm's  headquarters 
plex.  Currently,  MBB's  governme 
nanced  work  for  Airbus  Industr 
booming.  But  new  orders  for  the  Bri 
French-German  plane,  with  its  rear 
biiilt  by  MBB,  have  slowed  conside 
since  Boeing  introduced  its  new  fa 
of  jets  in  March.  However,  the 
Army  has  ordered  MBB's  Roland  grc 
to-air  missile  system,  with  a  potenti 
billion  production  contract  farmed  c 
Hughes  Aircraft  and  Boeing.  A  su 
deal  may  also  develop  for  the  Tor 
air-to-ground  fighter,  a  plane  wit 
present  international  competition,, 
plans  for  another  European  combaj 
craft  are  in  the  works. 

FORBES,  DECEMBER  23 
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pespite  that  well-rounded  product  ar- 
al,  Madelung  isn't  setting  his  sights 
I  reasserting  Messerschmitt's  old  role 
1  world  leader  in  its  industry.  "Politi- 
ly,  we're  out  of  all  the  really  big  busi- 
s,"  he  explains.  "Things  like  ballistic 
isiles,  submarine  systems  and  space 
ervation  will  be  done  either  by  the 
.  or  the  Russians,  so  that  puts  a  natu- 
limit  on  our  size.  But  with  our  back- 
and,  we  are  definitely  going  to  be 
ipetitive." 

Competitive"  means,  in  this  case, 
ipetitive    with  Boeing — which  is 
|irly  the  company  to  beat  in  the  com- 
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terschmitVs  most  famous  fighter. 

ial  airliner  business.  A  joint  venture 
een  the  two  firms  in  the  early  Six- 
a  time  when  MBB  was  pressed  for 
gave  the  Seattle  giant  a  9%  equity 
;  in  its  then  struggling  parmer,  but 
^Jjuly  Boeing  sold  its  position  to  a 
Wp  of  German  companies  for  a  $20 
"'on  profit. 
!!:th  that  link  broken,  MBB  is  free  to 
|<  other  alliances.  And  though  it  is  not 
■  jr.ionalized  enterprise,  it  gets  strong 
ing  from  the  German  government, 
are  simply  unwilling  to  accept  the 
hat  by  the  next  century  the  world's 
aircraft  industry  will  have  only  two 
icers — the  U.S.  and  the  U.S.S.R.," 
Dr.  Lorenz  Schomerus,  who  heads 
crospace  section  of  the  economics 
>try  in  Bonn. 

stay  in  the  running,  MBB's  Made- 
jnvisages  hooking  up  with  another 
lean  partner.  "It  makes  sense  for 
)rtnell  Douglas  or  Lockheed  to  com- 
with  some  of  Boeing's  European 
etitors,"  he  concludes.  One  possi- 
oject  could  be  a  smaller,  short-range 
;e  Boeing's  737,  which  has  a  mas- 
larket  outside  the  U.S. 
)  years  ago,  of  course,  talks  about 
iiJj»:ooperation  broke  down  when  the 
can  companies  saw  the  Germans 
y  as  subcontractors  rather  than  full 
:rs.  ("The  sort  of  stuff  the  Italians 
)w  doing  for  Boeing,"  says  Scho- 
scornfully.)  The  clear  implication 
any  prospective  associate  must 
Villy  Messerschmitt's  heir  as  a  re- 
d  peer,  not  as  a  subordinate.  ■ 
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IntefContinental  has  come  to  the 
very  heart  of  New  York. 

For  decades,  The  Barclay  has  been 
the  preferred  hotel  of  knowledgeable 
travellers  who  enjoy  the  excitement 
combined  with  a  subtle  kind  of  quiet 
elegance  that  makes  possible  an  oasis 
of  privacy  on  Manhattans  east  side. 

Now  that  The  Barclay  has  become 


an  Inter-Continental  Hotel,  you 
may  be  assured  that  the  unique 
character  of  this  landmark  hotel  will 
not  be  changed,  only  enhanced. 

Sco  vourTra\'el  Agent  or  call 
Intercontinental  anywhere  in  the 
world.  In  the  U.S.  call  800-221-2690. 
In  New  York  State  800-522-6449. 
In  NewYork  City  755-5900. 


Ill  E.  48th  Street,  just  off  Park  Avenue. 


Energy. 

No  product  is  more  important  to  America. 
And  energy  islenneco's  most 
important  product. 


Because  the  need  is  so  great,  we're  contin- 
uing to  invest  the  major  portion  of  our  money, 
knowledge  and  effort  in  getting  the  energy 
America  must  have. 

Our  operations  include  a  growing  oil 
company,  producing  more  than  85,000  bar- 
rels of  oil  and  a  billion  cubic  feet  of  gas 
daily  We're  also  a  16,000-mile  natural  gas 
pipeline  system,  one  of  America's  largest. 
Altogether,  energy  makes  up  two-thirds  of 
our  business.  Therefore  Tenneco  is  dedi- 
cated to  developing  new  energy  sources, 
particularly  to  bolster  the  nation's  supplies 
of  natural  gas. 

For  example,  we  spent  more  than  $400 
million  to  find  and  develop  oil  and  gas  re- 
serves in  1978,  the  vast  majority  of  it  right 
here  in  the  United  States.  We  have  invested 
over  $60  million  in  leases  and  exploration 
off  the  East  Coast  in  the  Baltimore  Canyon 
and  the  S.E.Georgia  Embayment,  frontier 
areas  which  hold  promise  of  future 
production. 

We've  become  one  of  the  three  leading 
natural  gas  producers  in  the  Gulf  of  Mexico, 
providing  annually  an  amount  exceeding 
the  consumption  of  the  entire  New  England 
region.  Most  of  this  gas  flows  into  our  own 
pipelines  on  its  way  to  customer  utilities— 


and  millions  of  consumers— in  the  Northeast 
and  Midwest. 

We  are  involved  in  projects  in  the  Arctic 
Islands,  Alaska  and  Canada  to  obtain  addi- 
tional gas  supplies  for  our  pipelines.  And  we 
are  still  hopeful  of  bringing  natural  gas  from 
Mexico's  huge  reserves  to  American 
consumers. 

In  addition,  we're  working  on  programs 
to  import  liquefied  natural  gas  from  Algeria 
and  Trinidad  and  Tobago  as  sources  of  sup- 
plemental supply  In  the  search  for  oil,  we're 
drilling  from  California  to  the  North  Sea. 

We  have  other,  longer-range  energy 
plans  too,  such  as  producing  synthetic  nat- 
ural gas  from  the  country's  coal  reserves. 
And  we're  using  the  expertise  we've  devel- 
oped in  building  nuclear  ships  to  expand 
our  services  to  the  nuclear  power  generat- 
ing industry. 

Of  course,  Tenneco  continues  to  sup- 
ply other  basic  needs  like  food,  automotive 
components,  chemicals,  ships,  packaging, 
and  farm  and  construction  machinery. 

That's  Tenneco  today:  growing  in 
energy... and  more. 

For  more  information  on  Tenneco,  write 
Dept  D-5,  Tenneco  Inc ,  Houston  TX  77001 


TENNECO  OIL  O   TENNESSEE  GAS  TRANSMISSION   O  J  I  CASE   O    TENNECO  AUTOMOTIVE  O 
TENNECO  CHEMICALS  O  NEWPORT  NEWS  SHIPBUILDING   O   PACKAGING  CORP  OF  AMERICA  O  TENNECO  WEST  O 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 
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$75,000,000 
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10V2%  Sinking  Fund  Debentures  Due  1998 


Price  ioo% 

plus  accrued  interest  from  December  1, 1978 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Shields      The  First  Boston  Corporation       Dillon,  Read  &  Co.  Inc. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette         Drexel  Burnham  Lambert         Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

E.  E  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb  Loeb  Rhoades,  Hornblower  &  Co. 
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Merrill  Lynch  White  Weld  Capital  Markets  Group  Paine, Webber,  Jackson  &  Curtis 

Merrill  Lynch,  Pierce.  Fenner  &  Smith  Incorporated  Incorporated 

Salomon  Brothers        Smith  Barney,  Harris  Upham  &  Co.        Warburg  Paribas  Becker 

Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc.  Bear,  Stearns  &  Co. 

L.  E  Rothschild,  Unterberg,  Towbin  Shearson  Hayden  Stone  Inc. 


outspoken  trucker  predicts  that  rate  and  route  deregulation  won't 
rk  in  his  industry — and  predicts  that  nothing  like  full  deregulation 
7  come  to  pass. 


Waiting  for 
D  day 


AKE  Smith — Roy  Redman  Smith, 
as  his  mother  named  him — the 
sassy,  exuberant  boss  of  Smith's 
fer  Corp.,  the  U.S.'  ninth  largest 
ion  carrier  trucker,  scratches  his 
when  you  ask  him  about  proposals 
d  federal  regulation  of  truck  rates 
Dutes.  Yes,  he  agrees,  deregulation 
robably  be  a  disaster  for  the  truck- 


ing industry  as  a  whole.  But  no,  whatever 
happens,  it  probably  won't  be  anything 
like  a  disaster  for  Smith's  Transfer  and  a 
lot  of  other  companies  like  it:  Roadway 
Express,  Consolidated  Freightways,  Yel- 
low Freight  Systems,  among  others. 

To  begin  with,  Smith  doesn't  think 
the  sort  of  wide-open  deregulation  that 
Senator  Edward  Kennedy  and  former 


Civil  Aeronautics  Board  Chairman  Al- 
fred E.  Kafin  talk  about — free  entry  into 
the  business,  ratemaking  subject  only  to 
the  antitrust  laws — is  going  to  come 
about.  The  political  pressures  are  simply 
too  great.  "There  isn't  a  congressman 
that  doesn't  have  a  truck  line  operating 
in  his  district,"  Smith  insists.  He  agrees, 
he  says,  with  Morgan  Stanley's  transpor- 
tation expert,  Andras  R.  Petery,  that 
"there  will  be  no  all-out  deregulation  but 
that  various  regulatory  revisions  will  be 
carefully  phased  in  over  time." 

By  1983,  when  Smith  will  be  69  and 
ready  to  retire,  the  company  he  founded 
48  years  ago  will  be  doing  over  $500 
million  in  business,  roughly  twice  its 
current  $250  million  in  sales  and  maybe 
twice  its  present  $9.5  million  in  profits. 
Thanks  to  something  like  16  acquisi- 
tions over  the  past  ten  years,  Smith's 
Virginia-based  system  now  stretches 
from  Maine  to  Florida  and  from  the  At- 
lantic to  the  Missouri  River. 

"Seventy-five  percent  of  all  the  people 
already  live  in  the  half  of  the  country 
we're  operating  in,  so  why  take  on  the 
other  half  of  the  country  just  to  get  to  the 
other  25%  of  the  people?  We're  up  to 
Omaha,  and  that's  as  far  into  those 
damned  hills  as  I  want  to  go.  We're  going 
to  start  here  in  the  Northeast  and  fill  in 
everywhere  down  through  the  South  and 
Southwest.  The  Interstate  Commerce 
Commission  will  give  you  anything  you 
ask  for  these  days.  We're  going  to  get  a 
iiell  of  a  windfall  during  the  period  of 
liberal  giveaway  that's  going  on." 

But  what  if  people  like  Kennedy  and 
Kahn  prevail?  Then  any  trucker  can  op- 
erate on  any  route  and  cut  rates  to  get  the 
business.  Jake  Smith  concedes  that  ev- 
erybody and  his  brother  may  well  try  to 
get  into  the  business — or  everybody  who 
can  scrape  together  the  $1,000  down 
needed  to  buy  a  $60,000  truck.  But 
they're  not  going  to  be  able  to  go  after 
the  less-than-truckload  traffic  that  pro- 
vides 96%  of  Smith's  shipments,  62%  of 
Its  revenues,  39%  of  its  tonnage. 

"These  guys,"  says  Smith,  "can't  han- 
dle the  small  shipments  as  we  can.  You 
need  a  terminal  for  that  and  that  costs 
money.  They're  going  to  operate  out  of  a 
service  station  somewhere  and  go  after 
the  truckload  business.  Deregulate  the 
trucking  industry,  and  you've  got  to  na- 
tionalize the  railroads  as  quickly  as  you 
can.  Because  when  a  guy  buys  a  tmck, 
what's  he  going  after?  Not  my  business. 
He's  going  after  the  freight  the  railroads 
and  the  truckload  haulers  carry." 

The  truckload  business — moving  in- 
dustrial goods  between  plants  mainly — is 
a  low-capital,  low-margin  and  already 
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I  ucker  in  every  congressional  district  be  enough! 
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fiercely  price-competitive  business;  yet, 
that's  where  the  real  crush  is  going  to 
come.  Smith's  Transfer  handles  a  fair 
amount  of  such  business  from  shippers 
like  Burlington  Industries.  Burlington 
owns  one  of  the  largest  private  fleets  in 
the  U.S.,  but  Smith  picks  up  business 
between  Greensboro,  N.C.  and  Boston 
on  shipments  Burlington  can't  generate  a 
backhaul  on.  "Anytime  you  don't  run  a 
truck  loaded  both  ways,"  Smith  says, 
"you  lose  money.  But  a  lot  of  newcomers 
don't  know  that." 

Smith  doesn't  doubt  that  these  new- 
comers will  try  to  price-cut  their  way 
into  the  market,  but  sooner  than  hold 
onto  the  business  at  a  loss.  Smith  is 
prepared  to  let  the  business  go.  "We're 
going  to  lose  that  business,"  he  says. 
"We  foresaw  the  day  when  the  truckload 
business  was  going  to  leave  the  industry 
25  years  ago,  the  same  as  the  less-than- 
carload-lot  business  left  the  railroads, 
and  that's  what's  been  happening  for  a 
number  of  years.  We  know  our  costs,  and 
the  average  trucker  doesn't.  If  anybody 
ships  under  me,  I've  got  to  make  money. 
It's  the  only  way  I  can  stay  in  business. 
But  these  new  guys — they  will  go  out  and 
cut  the  hell  out  of  a  rate  on  the  theory 
that  if  they  can  get  all  the  business,  they 
can  do  it  for  less.  But  they  can't.  You  load 
a  trailer  between  here  and  Memphis,  and 
it  costs  as  much  to  run  the  second  trailer 
as  it  does  the  first.  I  learned  that  lesson 
the  hard  way. 

"You  are  going  to  see  them  going  like 
flies,"  Smith  says  of  the  price-cutters. 
"We  want  their  LTL  business,  so  we're 
going  to  pick  up  these  little  companies 
and  make  money  on  them,  real  quick." 

By  the  time  the  shakeout  is  over. 
Smith  predicts,  there'll  be  10  or  15  large 
companies  specializing  in  less-than- 
truckload  traffic,  the  same  large  compa- 
nies that  already  head  up  the  industry. 
"We'll  be  running  an  LTL  service," 
Smith  says.  "The  big  shippers'll  move 
their  own  truckload  traffic." 

If  the  deregulators  really  want  to  get 
trucking  rates  down.  Smith  says,  the  so- 
lution is  not  to  increase  the  competition 
in  the  industry,  but  to  reduce  it — squeeze 
out  the  high-cost  carriers  whose  ineffi- 
ciency sets  the  price  levels  established  by 
the  regional  rate  bureaus  throughout  the 
industry.  "Our  bad  competition  sets  our 
rates,"  Smith  says.  "If  we  didn't  have  so 
damned  many  trucklines  out  there  to- 
day, our  rates  would  be  lower.  Real  sim- 
ple. All  those  empty  miles  everybody  is 
running — if  you  closed  off  10%  of  those, 
you  could  reduce  your  rates.  Frankly,  the 
more  trucks  they  put  on  the  road,  the 
higher  the  rates  are  going  to  be.  We've 
got  too  many  now.  if  you  cut  back  the 
16,000  truck  lines  that  are  in  the  general 
commodities  business  to  10,000,  I'll 
guarantee  you  rates  would  drop  drastical- 
ly. All  those  guys — nine  out  of  ten  of 
them — don't  make  any  money,  and  the 
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public  is  paying  higher  rates  to  keep 
them  in  business.  The  least  efficient 
trucker  sets  the  rates.  Do  away  with 
regulation,  more  trucks  are  going  to 
come  in  and  rates  are  going  to  go  up." 

What  worries  Smith  even  more  than 
deregulation  is  the  Interstate  Commerce 
Commission's  recent  decisiort  to  permit 
companies  like  Sears,  Roebuck  and  Bur- 
lington Industries  with  trucking  fleets  of 
their  own  to  solicit  backhaul  traffic  from 
others.  The  idea,  the  ICC  explained,  was 
to  save  fuel  by  eliminating  the  20.4%  of 
the  industry's  total  miles  that  presently 
move  empty.  But  the  result  is  more  like- 
ly to  be  transferring  the  empty  ton-miles 
from  people  v/ho  do  their  own  han- 
dling— private  carriers — to  the  regulated 
ones  who  serve  the  general  public.  Most 
of  the  big  shippers  are  already  in  the 
trucking  business,  and  those  who  are  not 
have  the  capital  to  get  into  it.  "What  it's 
going  to  do,"  Smith  wails,  "is  bring  ev- 
erybody who's  got  a  load  of  freight  to 
move  into  the  trucking  business.  The 
number  of  trucks  on  the  road  is  literally 
going  to  double  overnight." 

If  that  happens.  Smith  and  the  other 
LTL  truckers  will  have  no  special  advan- 
tage. Because  if  the  big  shippers  are  mov- 
ing 50%  of  their  traffic  themselves. 
Smith  says,  they've  been  giving  the  oth- 
er 50%  to  the  regulated  truckers  because 
they  can't  legally  solicit  traffic  from  oth- 
ers to  get  a  backhaul.  So  the  industry  is 


THE  PLIGHT  of  Cleveland's  White 
Motor  Corp.  is  one  of  U.S.  busi- 
ness' longest-running  melodra- 
mas. The  Ohio  truck  and  farm  machin- 
ery manufacturer  launched  a  major  ex- 
pansion program  when  former  Ford  and 
General  Motors  executive  Semon  (Bun- 
kie)  Knudsen  took  over  in  1971.  Then 
came  a  steep  decline  in  its  cyclical  busi- 
ness, and  White  lost  nearly  $70  million 
in  1975.  Ever  since,  Knudsen  has  been 
selling  off  assets,  holding  off  bankers  and 
wooing  potential  merger  partners.  To 
add  to  his  problems,  last  year  Consolidat- 
ed Freiglitways  canceled  a  long-standing 
deal  by  which  White  marketed  its  popu- 
lar cab-over-engine  Freightliner.  That  cut 
White's  revenues  by  $300  million — some 
25% — and  hurt  profits  even  more. 
During  the  summer,  "smart"  money 


doubly  exposed.  It  would  lose  bo 
traffic  going  up  and  the  traffic  a 
back.  And  Smith  isn't  sure  the  losi 
going  to  be  restricted  to  truckloi 
ther.  "They'll  say,  'Gee  whiz,  hq 
nice  10,000-pound  LTL  shipmen 
pays  more  than  the  truckload  of 
I've  been  bringing  back.'  " 

And  so.  Smith  says,  "if  the  ICC 
that  traffic  to  Burlington  or  Sears 
buck,  we  have  to  operate  empty,  ar 
runs  our  costs  up.  Where  are  we  go 
get  money?  We'll  have  to  raise  a 
rates  in  order  to  meet  the  bills.  S< 
will  really  go  up." 

But  Smith  doesn't  think  that'l 
pen.  He  expects  the  courts  will 
down  the  ICC's  decision  and  thrc 
matter  back  to  the  Congress.  "The 
hands  are  going  to  be  tied  by  Co: 
There're  going  to  be  changes — t 
going  to  permit  more  people  to  c(i 
But  whatever  happens,  we're  capi 
adjusting  and  finding  new  advanta 

But  Smith  may  be  whistling 
dark.  Last  month  an  ICC  rate  de 
seemed  to  set  a  14%  rate  of  reti 
equity  as  a  maximum  for  the  indu 
benchmark  that  could  ever 
squeeze  thousands  of  marginal  true 
of  the  industry  by  adjusting  th 
structure  down.  Considering 
Smith's  Transfer  has  been  eamin; 
to  25.5%  on  equity,  that  could 
news  for  Jake  Smith,  too.  ■ 


bid  up  White's  stock  to  a  five-ye; 
of  over  $15  a  share — quite  a  premi 
a  debt-ridden  company  that  will  b< 
to  break  even  for  1978  on  sale^ 
billion.  Rumors  buzzed  that  Gen 
giant  Daimler-Benz  was  plaiu 
tender  offer,  and  the  move  seer 
.make  sense:  Daimler,  the  world's 
builder  of  heavy-duty  trucks,  want 
of  the  U.S.  market,  and  it  bought  V 
Euclid  subsidiary  last  year. 

The  Germans  were  coming,  ho 
but  not  the  famous  Mercedes  ma 
October  Knudsen  announced  an 
ment  with  Germany's  giant  Masc 
fabrik  Augsburg-Numberg  AG  (M' 
Bavarian  truck  builder.  Insteac 
tender,  MAN  will  make  a  $16  i 
investment  in  White  and  wind  ujK^ 
major  shareholder  with  a  13%  stailo 
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White  Motor's  long  search  for  a  rich  resc 
finally  ended  this  fall 

Bunkie  Knudsen 
gets  his  MAN 


tors  lost  interest  immediately,  and 
ite's  stock  tumbled  to  below  $7  a 
re — about  one-third  of  book  value. 
People  think  any  deal  with  Daimler 
lid  be  great,  but  mention  MAN  and 
/  scratch  their  heads,"  moans  Knud- 
Of  course,  what  really  bothered  Wall 
et  was  that  there  wasn't  any  tender 
r.  But  there  wcis  a  remarkably  good 
ness     fit — better     perhaps  than 
■nler-Benz  would  have  been. 
|;AN  is   75% -owned  by  Gutehoff- 
Igshutte  (GHH),  a  $7  billion-a-year  di- 
ified  builder  of  capital  goods,  and 
N's  new  line  of  medium-duty  trucks 
plements  White's  larger  models  nice- 
ts  partner  in  that  truck  project  is 
:swagen,  another  company  with  a  yen 
lore  U.S.  truck  sales,  and  a  frequently 
tioned  merger  partner  for  GHH. 
;to  Voisard,  the  dapper  executive 
runs  man's  $1.6  billion-a-year 
c  operation,  says  of  White:  "We 
't  just  cast  out  a  stick  in  the  fog  and 
them."  His  point  is  that  White  was 
efully  considered  investment.  Other 
pean  manufacturers,  of  course,  are 
casting  eyes  on  the  U.S.  The  Fiat- 
oiled  IVECO  consortium  has  big 
(F()HBKS,/zv;/t'  12),  and  so  does 


Daimler.  Renault  just  signed  a  marketing 
agreement  with  Signal  Companies' 
Mack  Truck;  Volvo  has  a  similar  deal 
with  Consolidated  Freightways. 

All  these  companies  are  lining  up  sales 
and  service  organizations  to  handle  what 
essentially  will  be  foreign-built  trucks. 
MAN,  by  contrast,  will  provide  compo- 
nents for  White,  including  dicsel  engines 
where  its  expertise  is  legendary  (Rudolph 
Diesel  was  a  MAN  employee).  "We  just 
see  the  situation  a  little  differently  from 
some  of  our  competitors,"  says  Voisard. 

In  other  words,  the  MAN-White  deal 
has  all  the  earmarks  of  a  true  partnership 
rather  than  a  takeover.  "With  the  pres- 
ent value  of  the  mark,"  Voisard  explains, 
"we  are  more  competitive  exporting 
things  like  engines  and  axles  than  entire 
trucks.  There  is  an  advantage  this  way 
because  the  labor  component  is  less  and 
the  investment  component  is  more.  Our 
wages  are  high,  but  money  is  cheap  in 
Germany — half  your  prime  rate." 

Voisard  also  sees  subtler  reasons  why 
European-built  over-the-road  trucks 
won't  appeal  at  the  moment  to  U.S.  buy- 
ers. Weight  limits,  vehicle  configura- 
tions and  route  structures  differ  from 
those  in  Europe — and  so  does  driver  psy- 


ick  l}o\s  UtU)  Voisard 

fotor  is  his  vehicle  for  hauling  in  VJS.  bwiaineas. 


chology.  "Here,  we  design  trucks  to  look 
like  passenger  cars  and  to  mix  well  in 
traffic,"  he  says.  "Your  trucks  are  expect- 
ed to  be  scary  and  aggressive." 

Back  at  White,  meanwhile,  the  mood 
of  the  moment  is  relief.  The  pressure  to 
find  a  merger  partner  is  past.  The  com- 
pany's bankers  will  breathe  easier  now 
that  MAN  has  put  both  money  and  tech- 
nical expertise  behind  White.  There  are 
other  advantages,  too.  Since  abandoning 
its  costly  effort  to  build  dicscls.  White 
has  been  dependent  on  outside  manufac- 
turers like  Cummins  Engine;  now  it  has 
a  supplier  in  the  family.  Also,  White, 
which  concentrates  on  heavy  trucks,  can 
now  offer  its  300  dealers  MAN's  new  line 
of  smaller  diesels  (sec  box). 

To  wrap  up  the  story,  the  White-MAN 
deal  gives  Knudscn  an  ideal  moment  for 
retirement.  At  66,  he  passed  that  up  last 
year,  even  though  his  apparent  succes- 
sor— Jerome  Bennett,  56,  a  finance  man 
with  a  long  career  at  Xerox — has  been  on 
the  job  at  White  since  1976.  "My  depar- 
ture is  a  subject  we'll  review  soon  with 
the  board,"  Knudscn  concludes.  "But  I'd 
really  like  to  hang  around  in  some  capac- 
ity to  see  how  this  relationship  develops. 
It  could  be  interesting."  ■ 


Danger? 

Just  as  American  automakers,  by 
neglecting  small  cars,  gave  Ger- 
mans and  Japanese  a  huge  gap  to 
drive  their  products  through, 
American  truckmakers  may  have 
made  a  similar  mistake.  That's 
why  Daimler-Benz,  Fiat,  Renault, 
Volvo  and  now  MAN  are  rushing  to 
get  into  the  U.S.  truck  market. 

So  far,  aside  from  Japanese  in- 
roads at  the  small  end  of  the  mar- 
ket, foreigners  haven't  done  well  in 
their  attempts  to  sell  trucks  in  the 
U.S.,  but  that  may  soon  change: 
Medium-size  vehicles  in  Europe 
have  long  had  diesel  engines.  Not 
so  here,  where  lower  fuel  prices 
haven't  justified  the  $3,000  or  so 
extra  cost.  Now,  however,  U.S.  de- 
mand for  diesel-powered  short- 
haul  and  delivery  trucks  will  grow 
to  180,000  units  annually  by  1985. 

Unfortunately,  major  engine 
builders  like  Cummins  and  Gener- 
al Motors'  Detroit  Diesel  don't  at 
present  sell  products  to  fit  these 
smaller  trucks.  Most  European 
firms  do,  and  they  are  lining  up  to 
exphnt  that  short-term  advantage. 

"Everyone  wants  a  piece  of  our 
market,  and  they're  willing  to  pay 
to  get  it,"  says  analyst  Arthur  Da- 
vis at  Cleveland's  Prescott  Ball 
Turben.  "Some  of  thesi'  companies 
h.ivc  access  to  goverrinu'iit  money, 
so  the  battle  will  get  bloody." 
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Hoover  Co.  is  a  cleanup  company  hut  it's 
hardly  cleaning  up. 


Who*s  ''covering** 
now? 


TiiK  si'iiKY  NKW  top-of-the-line 
$275  Concept  I  from  Hoover  Co. 
does  everything;  you  want  a  vacu- 
um cleaner  to  do  except  chanj;e  the 
storm  wmdows.  Besides  gettinj;  the  rug 
clean,  for  example,  it  brushes  along  base- 
boards and  reaches  hard-to-get-at  cor- 
ners. As  a  result,  $600  million  (sales) 
Hoover  Co.'s  nine-month  earnings  of 
$1.13  per  share  this  year  are  up  I  H%  over 
last  year's  96  cents  per  share  for  the  same 
period.  "It's  a  fantastic  machine,"  says 
amiable  S4-year-()ld  Chairman  Merle  R. 
Rawstm.  "It's  a  stiff  price  for  a  vacuum 
cleaner,  but  its  'power  drive'  is  great  for 
people  over  55." 

A  $275  Concept  I  with  power  drive?  It 
sounds  as  if  Rawson  is  talking  about  a 
car,  not  a  vacuum  cleaner.  Hoover  is 
trying  to  use  its  marketing  skills  to  .solve 
its  most  basic  problem:  Seventy  years 
after  beginning  in  a  harness  factory,  the 
North  Canton,  Ohio-based  international 
manufacturer  still  makes  little  else  in  the 
U.S.  but  vacuum  cleaners. 

Trouble  is,  the  U.S.  vacuum  cleaner 
market,  where  Hoover  has  been  getting 
60%  of  Its  earnings  in  recent  years  on 
just  33%  of  sales,  has  been  pretty  well 
saturated  for  20  years — even  though  rug 
and  carpet  sales  as  late  as  the  mid-Sixties 
were  moving  along  at  increases  of  10% 
to  15%  a  year.  Hoover  tried  moving  into 
a  new  business:  small  household  appli- 
ances like  toasters,  blenders  and  fondue 
pots.  But  by  1966  the  company  was  still 
flailing  for  every  dollar  of  growth  and  its 
president,  Herbert  W.  Hoover  Ir.  (no  rela- 
tion to  the  former  U.S.  President),  was 
"removed"  by  the  Hoover  board  after 
suffering  a  massive  heart  attack. 

Herbert  Hoover  is  in  the  1 2th  year  of 
his  exile  in  Florida  and  the  fruitless  appli- 
ance venture  has  just  been  fully  disposed 
of.  Meantime,  rug  and  carpet  sales  are 
down  to  a  creaky  4'%)-to-5%  annual 
growth  rate,  leaving  Hoover  Co.  about 
where  it  was  two  decades  ago:  a  vacuum 
cleaner  company  in  the  U.S.,  a  laundry 
equipment  manufacturer  in  the  U.K. 

Evidently  Rawson  is  hoping  that 
Americans  can  be  persuaded  to  stock  up 
on  vacuum  cleaners  in  the  same  way  that 
they  accumulated  television  sets.  Says 
he,  "Yes,  the  vacuum  cleaner  market  is 


fairly  well  saturated.  But  what  is  satura- 
tion? One  vacuum  cleaner  per  household, 
or  three?"  Hence  the  Concept  I. 

For  the  moment,  at  least,  the  strategy 
is  working — witness  this  year's  earnings 
gains.  However,  overseas  where  Hoover 
Co.  is  55%  owner  of  its  British  subsid- 
iary, Hoover,  Ltd.,  and  50%  owner  of 
seven  other  Common  Market  subsidiar- 
ies through  a  Dutch  holding  company. 
Hoover  Holland  B.V.,  the  picture  is  much 
worse.  All  told,  these  overseas  subsidiar- 
ies contribute  over  60%  of  Hoover's  con- 
solidated sales,  but  only  about  33%  of  its 
net  income. 

Thanks  to  round  after  round  of  wage 
increases  at  three  U.K.  plants  and  Euro- 
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Trading  up  in  a  well-saturated  market. 


pean  price  controls,  Hoover's  shar 
overseas  profits  has  dropped  from 
million  in  1973  on  $365  million  sale 
$11  million  last  year  on  sales  of 
million.  Overall,  for  the  five-year  pe 
its  consolidated  sales  rose  only  29' 
$590  million,  while  its  return  on  ec 
measured  by  Fohhks'  yardsticks  was 
8.3% — below  the  median  for  big  ai 
ance  manufacturers. 

Sales  in  Britain,  where  the  term  "(k 
ing"  has  been  a  catchword  for  housc\ 
for  generations,  account  for  about 
third  of  Hoover  Co.'s  consolidated 
ume.  Its  plants  there  produce  all  the 
dry  appliances  and  most  of  the  vac 
cleaners  the  company  sells  internatu 
ly.  One  of  Hoover's  biggest  shocksi 
realizing  that,  short  term,  it  actually 
the  company  less  to  continue  prodi) 
unsalable  washing  machines  than  t 
cept  the  penalties  of  Britain's  Em 
ment  Protection  Act  for  laying  off  v 
ers.  "It  costs  a  lot  more  in  advertisinj 
promotion  to  sell  products  under 
conditions,"  .says  Rawson. 

To  make  matters  worse,  accoui 
rule  FASB-K,  which  is  supposed  to  ill 
nate  the  effect  of  currency  shifts  on| 
corporate  earnings,  gives  Hoover'' 
suits  an  unbecomingly  mercurial  j'- 

In  1976  Hoover's  aftertax  net 
nicked  for  74  cents  per  share  by  FA 
Last  year  an  unrealized  currency  g; 
25  cents  was  added  to  its  actual 
consolidated  aftertax  income,  brii 
its  net  to  $1.78  per  share.  Togetho 
two  currency  fluctuation  transac 
gave  the  impression  that  Hoover's 
consolidated  earnings  were  a  140'^ 
provement  on  1976. 

Hoover  should  be  so  fortunatf 
around  $1 1  a  share,  or  seven  times 
ings,  its  40%  closely  held  stock  is 
rently  selling  at  70%  of  its  book  val 
waits  patiently  for  inflation  to  su 
overseas  and  hopes  for  the  British  e 
my  to  grow  nearly  as  strong  as  itsj 
unions.  I 

Worldwide  it  has  raised  researcj 
development  spending  25%  in  thj 
two  years  to  $5.4  million,  but  it  ha 
come  up  with  a  brand-new  product 
say,  the  Dustbuster.  That's  a  ba 
powered  $30  retail  electric  cleanuj 
chine  with  which  Black  Deckel 
Co.  hopes  to  make  it  out  of  the  too 
into  the  household  this  winter.  HoCi 
keeping  an  eye  on  the  Dustbust 
says,  but  so  far  it  frowns  on  ba 
powered  products.  "After  all,"  say 
spokesman,  "we  have  a  reputatit 
quality  to  uphold." 

So  for  now  Hoover  is  stuck  with 
for  repeat  business  and  trying  to  trs] 
its  customers  into  fancier  machi 
maybe  going  in  for  tailfins, 
chrome  and  whitewall  tires.  The  el 
cord  might  make  such  a  vacuum  Ci 
impractical  for  long  trips,  but  ii 
could  teach  it  to  serve  drinks.  ...  1 
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Now  our  dividend  growth 
is  also  rooted  in  our 
tremendous  coal  reserves 
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'tah  Power  &  Light  has  paid  dividends  every 
ear  since  1946,  increasing  "dividends  paid" 
ach  of  the  past  fourteen  years.  Beyond 
rudent  management  and  foresight,  this  strong, 
teady  growth  is  now  aiso  rooted  in  some 
emendous  fuel  reserves.  We  own  three  mines 
hich  will  suppiy  five  of  our  steam  generating 
lants  (63%  of  capability)  with  some  6.5  million 
>ns  of  high-quality,  iow-sulphur  coal  per  year 
<  1983.  In  addition,  we  have  proprietary  rights''' 
enough  coal  to  fuel  all  present  and  planned 
snerating  units  for  the  life  of  the  plants— 


well  into  the  2l8t  century.  And  with  70%jDf  oui^ 
generating  capability  located  at  or  near  mine  '. 
mouth  where  coal  can  be  delivered  economi- 
cally, Utah  Power  &  Light  Is  In  a  most  enviable 
position  with  respect  to  future  fuel  supply, 
company  stability  and  further  dividend  growth. 

For  more  information  and  the  latest 
financial  data  on  Utah  Power  &  Light  as  an 
attractive  investment  opportunity,  return  the 
coupon  at  right,  or  contact  your  investment 
broker. 


Utah© 
paiuer 

■  a  LIGHT  COMmNY 


C.  L.  Hoskins 

Vice  President  &  Treasurer 

Utah  Power  &  Light  Company,  Dept.  F-128 

P.O.  Box  899,  Salt  Lake  City,  UT  84110 


Firm  Name . 


New  issues  o(  securities  are  ottered  'only  by  means  ol  Prospectus.  and  this 

'r\<<',;nQ'>  IS  noithor  nri  oftor  to  -lOll  nor  n  lolintnlion  of  rjny  olfcn  to  t^ciy 


16  company  has  prospecting  permits  that  are  awaiting 
nversion  to  preference  right  leases  on  coal  in  excess 
400  million  tons  of  recoverable  coal  in  Utah;  and,  in 
dition,  coal  reserves  available  from  company-owned 
id  and  leased  interests  now  serving  the  Carbon, 
idsby,  Hunter,  Huntington  and  Hale  plants  amount  to 
proximately  188  million  tons,  , 


Ethan  Allen,  the  hero  of  Fort  Ticonderoga  in 
the  American  Revolution,  never  made  a  stick 
of  furniture.  But  his  name  sells  a  lot  of  it. 


Nat  Ancell*s 
unique  selling 
proposition 


vice  that  only  the  rich  could  aff 
Something  else  is  different:  A 
sells  mostly  through  captive  outlet 
is  thus  not  at  the  mercy  of  hard-bai 
ing  department  stores  and  discoui 
His  organization  wastes  no  time  or 
ey  in  persuading  dealers;  all  its  s< 
efforts  are  directed  at  the  end  consi 
Here's  hovs^  this  unusual — for  fumit 
marketing  technique  came  about: 

Ancell  got  into  the  furniture  bus 
in  1932  when,  as  a  young  lavsryer  rec 
out  of  Columbia,  he  spent  a  vac 
minding  his  brother-in-law  The 
Baumritter's  housewares  sales 
while  Baumntter  was  on  a  busines; 
Ancell  never  returned  to  his  law  fin 
invested  about  $2,000  in  the  bus 
and  soon  the  two  men  bought  a  fa 
in  Vermont,  turning  out  their  first  i 


By  Sharon  Reier 


NATHAN  S.  Ancell,  the  spirited, 
70-year-old  founder,  chairman 
and  CEO  of  Ethan  Allen,  Inc.,  col- 
lects real  antique  furniture  and  manufac- 
tures stuff  that  vaguely  looks  that  way. 
He's  doing  pretty  well  at  both. 

"Do  you  realize  how  much  that  would 
cost  to  make  these  days?"  he  asks  a 
visitor  as  he  strides  through  the  collec- 
tion of  authentic  18th  and  19th  century 
antiques  at  his  corporate  headquarters  in 
Danbury,  Conn.  There,  he  points  out,  is 
a  lowboy  he  picked  up  at  Sotheby  Parke 
Bemet  for  $14,000— he  was  offered 
$15,000  within  an  hour.  Over  there  is  a 
Chinese  hand-carved  jade  screen  bought 
from  his  art  dealer. 

But  step  into  his  office  and  it's  another 
world.  Nearly  every  piece  of  furniture  in 
it  is  right  out  of  the  "Ethan  Allen  Show- 
case Gallery,"  the  mass-produced  Early 
American-style  product  Ancell  has  clev- 
erly built  into  one  of  the  furniture  indus- 
try's largest  companies. 

In  most  industries  $200  million  isn't 
big,  but  the  $9  billion  furniture  business 
is  highly  fragmented.  The  biggest  furni- 
ture company  is  Virginia-based  Bassett 
Furniture  Industries,  Inc.,  which  does 
some  35%  more  in  revenues  than  Ethan 
Allen;  Ethan  Allen  is  just  behind  private- 
ly owned  Broyhill  Industries.  It  is  in  the 
same  league  as  furniture  divisions  of  big 
diversified  companies  like  Sperry 
Hutchinson  Co.  and  Mohasco  Corp.  and 
considerably  larger  than  subsidiaries  of 
Armstrong  Cork  Co.  (Forbes,  Oct.  2)  and 
General  Mills,  Inc. 

Competition  is  fierce,  but  Ethan  Allen 
has  what  the  advertising  people  call  a 
"unique  selling  proposition."  It  doesn't 
just  make  furniture.  It  produces  the 
"Ethan  Allen  Showcase  Gallery"  of  Early 
American  furniture,  mass  produced,  yes, 
but  aimed  right  at  the  instant-nostalgia 
market.  It's  the  kind  of  marketing  edge 
that  enables  him  to  charge  a  bit  extra. 
Ethan  Allen  tends  to  retail  many  of  its 
pieces  for  more — even  20%  more — than 


ElbcDi  Allen  Chairman  Sathmi  S.  Ancell 
Mass-market  interior  decoration. 


similar  pieces  fetch  without  the  Ethan 
Allen  label.  That  substantial  premium 
helps  finance  promotions,  including 
costly  TV  ads,  and  further  enhances  the 
Ethan  Allen  image. 

As  a  result,  Ethan  Allen,  according  to 
the  Gallup  Organization,  is  the  most  rec- 
ognized furniture  brand  in  the  U.S.  The 
name  was  an  inspiration.  Ancell  chose  it 
because  his  first  plant  was  in  Vermont, 
where  Ethan  Allen,  the  hero  of  Fort  Ti- 
conderoga (who  never  made  a  stick  of 
fumiture  in  his  life),  is  a  folk  hero. 

Ancell  talks  a 'good  game  about  the 
"investment  value"  of  his  fumiture.  He 
describes  them  as  "authentic  prod- 
ucts"— meaning  reasonably  authentic 
copies.  He  cites  letters  from  buyers  who 
were  able  to  sell  items  they  bought  in  the 
1950s  for  more  than  they  paid. 

Ancell  isn't  just  selling  tables  and 
chairs.  He's  selling  Ethan  Allen  integrat- 
ed rooms — an  entire  professionally  de- 
signed decor  including  Ethan  Allen  fumi- 
ture, Ethan  Allen  drapes,  bedspreads, 
wallpaper,  even  appropriate  pictures — in 
effect,  mass-market  interior  decoration. 
Says  Ancell:  "We  are  selling  what  you 
can  do  with  the  product,  not  the  product 
itself.  We  offer  the  middle  class  a  ser- 


piece  maple  bedroom  set  for  $25 
costs  in  Vermont,  however,  were  1 
than  competitors'  in  the  South.  S 
fumiture  as  a  commodity  would  b 
cide,  so  Ancell  decided  to  sell  fur 
systems  instead.  He  signed  up  exc 
contracts  with  retailers  to  carry  tl 
tire  Ethan  Allen  line,  from  dining 
table  to  grandfather  clock.  By  the 
he  had  2,000  retailers  on  the  strin 
insisted  that  they  carry  the  Ethan 
line  in  its  entirety.  As  the  coll 
grew,  fewer  general  merchandise 
could  comply.  So  Ancell  came  up 
the  idea  of  exclusive  Ethan  Allen  i 
After  20  years  305  exclusive  outle 
selling  more  fumiture  units  than 
outlets  had  before.  All  are  housed  ii 
tical  Georgian-style  buildings  de; 
by  a  company  architect.  Sixtee 
company-owTied,  the  rest  indepei 
Last  year,  each  did  over  $500,0 
sales.  This  year,  a  good  year  for  t 
dustry,  each  will  do  close  to  $7( 
($1.4  million  retail  business),  andi 
has  big  plans  for  expansion:  He's  c 
ering  21 1  additional  sites  in  this  cc 
It  would  seem  likely  that  Ethan 
products  would  be  for  domestic 
sumption  only.  Ancell,  however,  i 
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ng  this  assumption.  Even  though  an 
r  similar  effort  failed  in  Europe,  a 
ago  he  signed  a  deal  with  Daniel 
pany,  Ltd.  and  has  opened  four 
three  in  Tokyo  and  one  in  Yoko- 
L,  peddling  items  like  U.S. -made  wa- 
leel-gear  coffee  tables  and  grandfa- 
iocks  to  the  japanese,  who  dote  on 
ling  foreign.  The  prices  are  horren- 
at  least  double  what  they  are  in 
J.S. — but  Ancell  and  his  Japanese 
jutors  have  high  hopes, 
'th  its  marketing  flair,  Ethan  Allen 
uadrupled  in  revenues  since  it  went 
in  1969  (it  was  called  Baumritter 
back  then).  At  its  recent  over-the- 
er  price  of  20,  the  stock  is  selling 
'at  66%  of  book  value,  and  a  mere  5 
probable    1978    earnings.  But 
s  no  chance  of  an  unfriendly  take- 
-Ancell  and  Baumritter  (now  re- 
own  71%  of  the  voting  stock, 
e  many  proud  corporate  entrepre- 
Ancell  is  mortified  by  the  low 
the  market  puts  on  his  stock,  but 
his  compensations:  This  year's 
igs,  says  Jerry  Epperson  of  Wheat 
iecurities  Inc.,  represent  a  return  of 
Dn  equity — good  for  any  industry, 
)ove  average  for  furniture, 
iiere  is  any  vulnerability  in  this 
:  success  story  it  is  in  Ancell's  mor- 
At  70  he  seems  in  excellent  shape, 
;  has  no  successor  in  sight;  Hcl- 
W.  Schultze,  an  Allied  Chemical 
[executive  brought  in  five  years  ago 
apparent,  left  after  one  year.  An- 
hildren  are  not  in  the  business, 
jealous  of  this  company,"  Ancell 
efensively.  "I  want  to  be  goddam 
at  after  45  years  of  effort  I  don't 
:o  dowTihill."  He's  dubious  of  big 
ations  in  the  furniture  business, 
the  miserable  margins  last  year  of 
frong's  Thomasville  Furniture  In- 
'^s,  Inc.  (1.8%  pretax),  or  Champion 
ii  lonal  Corp.'s  failure  with  Drexel 
.  4c  Furnishings. 

i  hat  are  his  choices?  Plenty,  Ancell 
:  if  time  holds  out.  He  points  to  a 
111  style  motel  his  company  built 
.  Mg  its  headquarters — for  managers 
1  eir  employees  while  at  training 
jiis.  "A  number  of  hotel  profession- 
3t  us  to  franchise  them,"  he  says, 
aven't  decided  yet  because  we 
't  have  complete  control."  The 
s  popular  with  ordinary  travelers, 
)bviously  a  good  showcase  for  the 
ly's  product. 

uses  Ancell,  "We  have  an  equity 
in  several  of  our  suppliers.  We 
;o  into  the  carpet  business,  the 
jsiness,  we  could  buy  other  fumi- 
mpanies  like  Sperry  &  Hutchin- 
The  company  could  own  more 
tores.  And  then,  you  know,  our 
iple  go  right  into  our  customer's 
rhey  are  upper-middle-class,  sta- 
ple. Why  not  sell  msurance?" 
y  Nat  Ancell  could  live  forever.  ■ 


Gift  suggestions — 
for  people  who  don^ 
have  eveiything 


Statistical  Spotlight 


For  the  person  who  has  everything,  we 
refer  you  to  the  Neiman-Marcus  or  Tiffa- 
ny Christmas  catalogs.  But  for  those 
more  interested  in  investing  money  than 
in  spending  it,  Fokbks  editors  have  pro- 
duced a  Christmas  shopping  list  of  our 
own  stocks  and  bonds.  Our  principal  cri- 
terion was  this;  to  pick  apparent  bar- 
gains among  big,  well-known  companies 
and  borrowers.  At  Christmas  1978  the 
securities  markets  seem  to  be  the  only 
place  where  prices  are  low.  To  make  our 
list,  a  security  had  to  have: 

1)  an  extraordinarily  high  yield,  up  to 
10.1%;  2)  exceptionally  low  price/earn- 


ings ratios;  ?>]  a  huge  discount  from  book 
value,  as  high  as  65%;  or  4)  bucked  the 
last  recession  and  have  a  good  chance  of 
running  counter  to  whatever  downtrend 
the  economy  experiences  next  year.  The 
convertible  debenture  list  has  investment 
grade  issues  with  good  yields  and  relative- 
ly modest  conversion  premiums.  The 
U.S.  government  list  allows  an  investor  to 
get  extremely  high  yields  and  still  sleep  at 
night. 

These  are  by  no  means  recommenda- 
tions, but  for  the  value-conscious  inves- 
tor there  is  plenty  to  choose  from — as 
investment  or  gift.  And,  while  a  stock  or 
bond  might  not  seem  the  most  Christ- 
massy of  Christmas  presents,  there's 
this  to  be  said  for  them:  They  may  well 
be  the  last  bargains  around.  ■ 


This  Christmas — grab  bag  of  stocks  and  bonds 


High  yields — companies,  with  good  coverage,  yielding  7.5%  to  10.1% 

Latest 

Current 

12-month 

Price 

Price/ 

Current 

indicated 

earnings 

Recent 

range 

earnings 

Company 

yield 

dividend 

per  share 

price 

1977-78 

ratio 

AMF 

7.5% 

$1.24 

$2.34 

16'/2 

23  5/8-15'/! 

7 

American  Brands 

8.0 

4.00 

6.97 

49% 

53  -39% 

7 

Associated  Dry  Goods 

8.2 

1.50 

2.44 

18'/4 

33-5/8-17% 

7 

Burlington  Industries 

8.0 

1.40 

2.50 

17'/2 

30  -16% 

7 

Collins  &.  Aikman 

7.7 

.72 

1.86 

9% 

13'/4-  8'/2 

5 

Continental  Group 

7.9 

2.20 

4.01 

28 

37y8-27'/4 

7 

Dc  Soto 

8.4 

1.00 

2.09 

11% 

20%-ll% 

6 

Equimark 

8.9 

.96 

2.07 

lO'A 

14'/8-10'/2 

5 

Foote,  Cone  &  Belding 

7.8 

1.40 

3.09 

1778 

23%-14y4 

6 

Goodyear  Tire  &  Rubber 

8.0 

1.30 

2.73 

16'/4 

23%-15% 

6 

Gulf  Oil 

7.6 

1.90 

3.66 

25 '/8 

30%-22'/4 

7 

Ideal  Basic  Industries 

7.8 

1.60 

3.62 

20'/2 

28  -16'/2 

6 

Industrial  National 

8.7 

1.44 

3.11 

I6'/2 

20  -16 

5 

Inland  Steel 

8.1 

2.80 

6.07 

34 '/2 

52% -33 

6 

Libbey-Owens-Ford 

9.5 

2.30 

5.43 

24 '/4 

37ys-23 

4 

Mohasco 

7.9 

.90 

1.83 

iiys 

19% -10% 

6 

National  Distillers 

9.0 

1.70 

3.24 

18% 

25%-18 

6 

Riegel  Textile 

8.8 

1..S0 

3.50 

17 

22%-16% 

5 

Sunbeam 

7.7 

1.40 

2.83 

18'/4 

25  -17% 

6 

Texaco 

8.1 

2.00 

2.81 

245/8 

305/8-22 '/8 

9 

Union  Carbide 

7.8 

2.80 

5.79 

35% 

43% -34 'A 

6 

Western  Union 

8.7 

1.40 

2.51 

16'/8 

22  -15 

6 

Utilities 

Central  Hudson  Gas  &.  Elec 

9.8 

1.96 

3.11 

20 

22'/2-I9'/8 

6 

Consolidated  Edison 

9.7 

2.20 

4.36 

22% 

25%-20% 

5 

Duke  Power 

9.4 

1.80 

2.55 

19% 

23'/2-I8'/8 

8 

General  Public  Utilities 

10.1 

1.80 

2.32 

17% 

215/8-165/8 

8 

Kansas  Gas  &  Elec 

10.1 

1.90 

2.47 

18% 

22%- 17% 

8 

New  England  Gas  Elec 

9.8 

l.,52 

2.39 

\Vh 

18%-15 

6 

Orange  &.  Rockland  Utils 

10.0 

1.44 

2.21 

14% 

16% -1 4% 

7 
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JLow  price/earnings 
ratios — between  three 
and  five  times  earnings 


Company 


Price/  Current 
earnings      Recent     Price  range  indicated 
ratio  price        1977-78  dividend 


Lat- 
12-m 

Current  eami 
yield       per  s' 


American  Airlines 
Arvin  Industries 
■Bangor  Punta 
Blue  Bell 
Certain-teed 


13 
13%. 

20 
19V4 


19^4-  8 
23 '78-12 
3iyg-ll'/g 
31  ¥8-1 8 '/4 
28'/4-17 


$  .40 
1.00 

.60 
1.40 

.80 


3.1% 

7.2 

2.9 

7.0 

4.2 


Cyclops 
Ethyl 

Fieldcre'st  Mills 
Flexi-Van 
General  Motors 


26 '/2 
20 '/2 
26 '/2 

15'/2 

56 '/4 


33y8-18y4 
24y8-18'/2 

313/4-19 

25'/4-10% 
78'/2-54 


1.30 
1.20 
1.90 
.80 
6.00 


4.9 
5.9 
7.2 
5.2 
10.7 


Gulf  +  Western 

Keene 

Koehnng 

Norlin 

Salant 


13'/4 

13y8 
16y8 
20% 
6y4 


i8yg-io 
i9y4-  9y8 
25y8-i4y8 
26y8-i7y8 
8y4-  6 


.70 
.40 
1.00 
1.60 
.40 


5.3 
2.9 
6.0 
7.9 
6.4 


Sheller-Globe  4 

Singer  3 

Stop  &  Shop  4 

Sun  Chemical  5 

Twentieth  Century-Fox  4 


9y4 
13% 
15y4 
24y4 

3oy4 


i5y8-  9'/8 
25y4-i3y2 
2oy8-i2y2 

32  -17y4 
40y4-  9Va 


.70 
.80 

1.10 
.60 

1.20 


7.2 
5.8 
7.2 
2.4 
4.0 


U.S.  Gypsum 
Wallace  Munay 
West  Point-Pepperell 
White  Consolidated 


25  Mi  33% -21 

i9y4  29y8-i7y8 

33y4  41  -3iy2 

i7y2  28y4-i7 


1.80 
1.20 
2.80 
1.30 


7.2 
6.2 
8.3 
7.4 


Stocks  selling  below 
book  value — ^with 
discounts  of  23%  to 

65% 


Company 


Book 
value 


Recent 
price 


Discount 
from  book 
value 


Latest 
12-month 
earnings 
per  share 


Current  Price 
yield  197 


Alexander's 
Borg-Wamer 
Brunswick 
Bunker  Ramo 
Carter-Wallace 


$14.38 
41.07 
18.63 
19.00 
12.51 


5% 

29y8 
i3y8 
i4y8 
7y8 


59% 

29 

28 

23 

43 


$1.02 
5.93 
2.31 
2.31 

.80 


6.8% 

6.9 

5.2 

3.4 

5.6 


8'/2 

34y8 

18'/2 

19% 
IOVb 


Cone  Mills  39.20  23y8  40  6.50  6.8  33% 

Dan  River  25.76  IT/s  54  1.85  6.1  14yg 

Firestone  28.12  12y8  55  .07  8.7  22y4 

Goodrich,  BF  51.29  17%  65  3.56  7.4  33y8 

Hart  Schaffner  &  Marx  21.78  1078  50  2.07  7.4  16 


Johns-Manville  34.58  24y8  30  5.26  7.4  38y4 

Jonathan  Logan  30.38  13y4  55  1.92  4.4  16y4 

Maremont  24.70  19  23  3.06  5.3  28y8 

National  Steel  66.35  29'/8  56  4.72  8.6  45y8 

North  American  Philips  35.81  27  25  5.01  5.6  36 


Outboard  Marine  32.53  17y8  47  3.14  8.2  27y4 

Owens-Illinois  35.89  19y4  46  3.26  6.0  29y8 

Phillips- Van  Heusen  23.95  12y2  48  .45  4.8  18 

Smith,  AO  37.15  17%  52  5.57  7.8  24% 

Southwest  Forest  Inds  24.19  liy4  53  3.02  2.7  17 


Stevens,  JP  39.56  13%  65  2.93  8.6  19% 

Tappan  20.00         8  60  .08  3.5  12'/2 

Westem  Pacific  Lids  56.30  30y2  46  1.58  3.3  36y8 

Zapata  28.07  12y8  56  1.09  2.4  19^/4, 

Zayre  25.52  llVi  55  2.63  —  17% 


Trend-buckers — these 
companies  had  earn- 
ings gains  and  steady 
market  prices  during 
the  1974-75  reces- 
sion. Will  they  hold  up 
again  if  we  have  an- 
other recession? 


Company 


Price 

Price  range 
12/75  1974-75 


Recent 
price 


Price  Price/ 
range  earnings 
1977-78  ratio 


Abbott  Labs  20y8  2iy8-  7y8  32y2  40   -19y8  14 

Alhs-Chalmers  12V4  WA-  6Vs  19^4  38y8-22y8  5 

Amer  Hoist  &  Derrick  13y8  16%-  7y2  15  26y8-12  7 

Anchor  Hocking  26y4  26y2-12  26y2  32y8-25y8  5 

Anheuser-Busch  34y2  39y4-21  24y4  27y4-17y2  10 


Baxter  Travenol  Labs  41  3VA-1AV»  AQ^A  49y4-28y4  16 

Bristol-Myers  34y8  35y8-15y4  32  40y8-28  12 

Brockway  Glass  15y8  I6y8-  6y8  18y8  23%-16%  5 

Bucyrus-Erie  20y4  25y8-  9y2  \eV4  T7Vi-\57»  7 

Campbell  Taggart  16  16^.-  7y4  24y4     28y4-20   7 
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Price 

Price 

Price/ 

Price 

range 

Recent 

range 

earnings 

Current 

'ompany 

12/75 

1974-75 

price 

1977-78 

ratio 

yield 

Caterpillar  Tractor 

46% 

50y8-26v4 

56y8 

65  -45y8 

9 

3.7 

,oca-Cola 

63/8-22% 

4078 

4  7 1/4 -3  5 '/s 

13 

4.3 

;PC  Int'I 

47  V4 

50v4-23% 

48  V2 

55  Vs- 4278 

8 

5.6 

i\  L'onnciicy 

ZU  /4 

Z*f  /4 — 1  0  /4 

Zo 

00  /4 — Z 1 

lU 

0. 1 

»resser  Inds 

28 '/2 

35'/8-16i/2 

38 

47%^6 

7 

2.6 

MC 

19% 

2IV4—  9 

24 

101/  'l/^i/ 

2878-2078 

6 

5.8 

ardner-Denver 

23% 

36'/4-16% 

ISVs 

25'/8-14'/2 

8 

5.5 

ospital  Corp  of  Amer 

13% 

16   -  3% 

2778 

34'/2-13 

12 

1.4 

oward  Johnson 

14% 

15%-  4 

10% 

17-9 

7 

3  9 

igersoll-Rand 

66'/4 

97%-50'/2 

49 '/8 

78  -47'/2 

8 

6.1 

hnson  &.  Johnson 

91% 

1 19%-72y4 

78 

89  -62'/8 

16 

2.2 

°llogg 

22 

22    - 101/4 

18'/8 

2778-18 

10 

6.6 

,Dppcrs 

17 

18%-  8V4 

1978 

26y8-18% 

7 

6.0 

raft 

4.45/0 

H-  /  /8  — /8 

443A 
/4 

O  1      — 1  /8 

7 

0.0 

jCA 

27 

33%-  71/8 

4078 

59%-31 

7 

2.9 

■  1,,- 1 1  „ 
elville 

19% 

19%-  4% 

26V4 

3378-1978 

8 

4.4 

orrison-Knudsen 

13'/8 

18%-  7'/8 

2oy8 

32%- 13% 

4 

4.8 

20y8 

211/2-10% 

2478 

28 '72-22% 
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ilco  Chemical 

983/, 

^^3/_l  ^ 
00  ,'4  — 10 

96% 

ZO  /8 

OH  /8 — Zt  /8 

1  c 

4  (\ 

orthrop 

9% 

11%-  5'/8 

35% 

4978-18% 

6 

4.5 

ytheon 

24  Vs 

29%-10 

46% 

58%-27 

10 

2.6 

■liance  Electric 

15% 

23 Vs-  9y4 

35% 

41  -27% 

9 

4.2 

feway  Stores 

43  y4 

52%— 29% 

4074 

5oy8^5y8 

8 

6.5 

hlumberger 

OUvB— OZ  72 

o0v4 

OA  lA 

y't-/4— DO 

10 

1.0 

aggs  Cos 

20% 

20'/2-  5'/8 

25 '/2 

3078-17% 

9 

1.7 

l/i  Strauss 

19% 

19%-  6 

34% 

38y8-24% 

6 

4.6 

|me 

19V'4 

36%-ll 

37 

45%-30y8 

7 

4.4 

lited  Industrial 

7V2 

9'/8-  3% 

14'/2 

2678-12'/2 

5 

5.9 

lite  Consolidated 

ZtJi  /4 

Z-f  /2  —    f  /2 

1  7 'A 

1  /  /2 

9  8 1/0  17 
ZO  /8  —  1  / 

/I 
*+ 
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n  Wrigley  Jr 

62>/2 

65  -38 

63 '/2 

96'/2-56% 

8 
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Recent 

Price 

Coupon  + 

bond 

range 

Current  yield       Conversion  Conversion 

npany  maturity 

price 

52  week 

bond 

common 

value* 

premiumt 

oa                 5 'A 

1991 

96 

100% -86 

5.5% 

4.3% 

S  833 

15% 

iCal  Tri-State  6Vi 

1996 

82 

95  -78 

7.9 

3.5 

681 

20 

ton,  Dcksn  5 

1989 

75 

0  T  1  /  "7/11/ 

83  72 -74  Vs 

6.7 

2.2 

505 

49 

igtn  North  SVi 

1992 

/  y  /4 

04 'A  77 

yH  /2  —  /  / 

6.6 

4.6 

711 

12 

iicorp  5% 

2000 

74% 

86'/2-72% 

7.7 

4.7 

604 

24 

iicules  6V2 

1999 

76% 

87  -76% 

8.5 

6.3 

450 

71 

liblein  AVi 

1997 

62 '/g 

67'/2-60'/2 

7.2 

5.3 

414 

51 

ilart  6 

.1999 

87% 

104'/2-87 

6.9 

3.0 

669 

30 

Donnell  D  4% 

1991 

1^1  aa 

101   — 00 

4.5 

1.9 

1033 

2 

gan,  JP  4% 

1998 

71% 

80'/2-68% 

6.7 

4.8 

577 

23 

er  4 

1997 

80'/2 

92'/8-72'/2 

5.0 

3.7 

689 

17 

^  4'/2 

1992 

69 '/2 

80  -67 

6.5 

5.4 

439 

58 

ton  Purina  5% 

2000 

92'/2 

1111/  rtil/ 
11372-9178 

6.2 

4.0 

815 

13 

Ty  Rand  6 

2000 

IO5V2 

124   -95 '/2 

5.7 

3.1 

1009 

5 

e  4 

1992 

771A  7n 

/  /  /2  — /  U 

5.7 

4.4 

514 

36 

)x  6 

1995 

85'/2 

95  -8478 

7.0 

3.7 

587 

46 

Trend-buckers — these 
companies  had  earn- 
ings gains  and  steady 
market  prices  during 
the  1974-75  reces- 
sion. Will  they  hold  up 
again  if  we  have  an- 
other recession? 


Convertible  deben- 
tures yielding 
more  than  their 
common 


e  of  bond  if  converted;  number  of  shares  exchanged  on  conversion  multiplied  by  the  recent 
tPercentage  rise  in  stock  price  necessary  to  make  conversion  profitable. 


ury  bills 


Maturity 


(Discount) 
Bid  Asked 


Bond  equiv 
$Equiv  yiela 


11/13/79 

9.35% 

9.31% 

91.000 

10.13% 

ury  notes  and  bonds 

Coupon 
rate 

Maturity 

Bid 

Asked 

Yield  to 
maturity 

9.25 
9.25 
8.75 

ll/30/80t 
5/15/82t 
ll/15/08t 

99.13 
100.13 
99.17 

99.15 
100.17 
99.19 

9.55* 

9.06 

8.79* 

j|cies 

Coupon 
rate 

Maturity 

Bid 

Asked 

Yield  to 
maturity 

-|l:al  Home  Loan  Bank 
■ral  Nati  Mortgage  Assn 
jpmnient  Nat'l  Mortgage  Assn 

9.75 
8.85 
9.00 

8/25/80 
7/10/81 
30vrt 

99.24 
98.20 
96.63 

99.26 
98.24 
96.75 

9.85% 
9.39 
9.43* 

equiv.  yields:  9.66%,  8.80%,  9.63% 
1  d  in  12  years. 

respectively.    tl980,  82:  notes; 

2008:  bond. 

tSecurity 

U.S.  government  and 
agency  issues 
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MAY  14 

FORBES  Eleventh  Annual 
Directory  to  America's 
Leading  Corporations 


»••••««( 


The  Annual  FORBES  500s  present  the  most 
complete  record  of  the  year  on  American  Busi- 
ness. Filled  with  facts,  figures  and  editorial 
evaluations  on  the  progress  of  about  800  com- 
panies, special  emphasis  is  focused  on  the  top 
500  companies  in  assets,  sales,  net  profits  and 
stock  market  value.  From  banks  to  utilities,  the 
Directory  ranks  all  companies  and  spotlights 
management  performances.  Useful  guidelines 
for  understanding  long-range  trends  are  in- 
cluded in  this  valuable  reference  issue. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  issue. 

Closing  date  for  all  advertising: 
April  9 


JANUARY  8 
The  FORBES 

Thirty-first  Annual  Report 
on  American  Industry 


This  annual  reference  issue  analyzes  more  than 
1,000  of  America's  largest  corporations  based 
on  the  exclusive  FORBES  statistical  yardsticks 
of  management  performance.  Companies  are 
ranked  in  the  following  lists:  profitability,  growth 
and  stock  market  performance.  These  leading 
firms  are  also  arranged  by  industry  groups  and 
sub-groups  and  ranked  against  their  competitors 

An  accurate  and  often-used  start-of-the-year 
guide  to  who  is  where  in  the  major  management 
community — and  why. 


OFFICIALLY  CLOSED 


■I 


'but  check  for  last  minute  availability. 
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AUGUST  20 
FORBES 

Twenty-fourth  Annual 
Mutual  Funds  Issue 


An  insightful  guide  for  astute  investors,  the 
Annual  Mutual  Funds  Issue  spotlights  those 
funds  which  are  outperforming  the  averages  and 
earning  their  fees.  A  detailed,  statistical  analysis 
is  provided  to  measure  both  the  long-term  and 
short-term  performances  of  more  than  400  dif- 
ferent mutual  funds.  A  special  analysis  of  an 
additional  200  newer  funds  is  also  included. 

A  reader  service  card  will  be  available  to 
advertisers  in  the  issue. 

Closing  dates: 

Black  and  White:  July  23 

Four-Color:         July  16 
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IPRIL  30 

ORBES  1979 
Annual  Report 
advertising  Section 


re's  the  ideal  place  to  advertise  your  annual 
)ortto  FORBES'  investment-minded  audience 
1%  of  FORBES'  subscribers  own  corporate 
ck  with  an  average  value  of  $232,000  and 
Vo  help  make  investment  decisions  for  others). 
The  1978  Annual  Report  Advertising  Section 
lerated  a  total  of  approximately  825,000 
ponses  for  163  advertisers.  It  is  an  inexpen- 
3  and  highly  efficient  means  of  putting  your 
■porate  story  into  the  hands  of  those  who  are 
ively  involved  in  the  stock  market. 
\\\  advertisements  displayed  in  the  section 
t  only  $1 ,580  for  Va  page  black  and  white 
:s. 

reader  service  card  will  be  available  to  all 
ertisers  in  the  Annual  Report  Advertising 
lion. 

>sing  date  for  copy  and  illustration: 
rch  16 


,lysi 


TOBER  29 
t)RBES 

dustrial  Development 
Ivertising  Section 


multi-page  advertising  section  is  devoted 
isively  to  industrial  development  and 
site  advertisers.  It  is  an  ideal  location  for 
tisers  to  reach  one  of  the  most  powerful 
nfluential  business  audiences  in  America, 
-six  percent  of  FORBES'  subscribers  are 
management,  one  out  of  six  is  a  Board 
man,  Director,  President  or  Chief  Execu- 
fficer.  Last  year's  advertisers  in  this  spe- 
ection  received  an  average  of  well  over  600 
ies,  with  each  inquiry  including  name,  title 
ompany  of  respondent, 
advertisements  in  this  section  are  mod- 
y-priced  at  $3,180  for  V4-page  black  and 
units. 

seder  service  card  will  be  available  to  all 
tisers  in  the  Industrial  Development 
tising  Section. 

ing  date  for  copy  and  illustration: 
ember  17 


Three  out  of  four  corporate  officers 
in  America's  iargest  companies  read 
FORBES  regularly.  That's  more  than 
read  Business  Week,  Fortune,  News- 
week, Time  or  U.S.  News  &  World 
Report.  The  high  level  of  readership 
that  FORBES  enjoys  among  the  most 
important  leaders  in  the  U.S.  has 
been  confirmed  repeatedly  in  studies 
by  leading  independent  research 
firms,  such  as  Erdos  and  Morgan,  Inc. 

Top  executives  read  and  rely  on 
FORBES  because  it  provides  them 
with  the  business  information  they 
need  in  making  major  decisions  that 
affect  the  operations  and  profits  of 
their  companies. 

Shown  at  left  are  five  special  oppor- 
tunities to  tell  your  corporate  or 
product  story  effectively  and  effi- 
ciently to  the  most  important  audi- 
ence of  influential  executives  in  the 
U.S. — and  in  highly  compatible 
environments. 

Plan  now  to  advertise  in  one  or  more 
of  these  issues.  Your  advertising 
messages  will  enjoy  the  added  bene- 
fit of  repeated  opportunities  for 
exposure  because  the  issues  will  be 
read  and  referred  to  frequently  by 
those  who  own  and  run  American 
business. 


FORBES: 

CAPITALIST  TOOL 


On  the  verge  of  a  much-predicted  recession, 
the  semiconductor  industry  is  booming.  The 
boom  has  the  industry  wonied. 

When  good  is 
too  good 


By  Howard  Rudnitsky 


I'm  really  only  worried  about  next 
year  in  one  sense,"  said  an  otherwise 
optimistic  J.  Fred  Bucy,  president 
and  chief  operating  officer  of  Dallas- 
based  Texas  Instruments,  Inc.,  the  semi- 
conductor industry  leader,  "that  industry 
capacity  and  customer  demand  are  at  the 
point  where  double  ordering  could  start 
to  become  a  problem  in  1979." 

Charles  E.  Sporck,  president  and  CEO 
of  the  Santa  Clara,  Calif. -based  Nation- 
al Semiconductor,  Corp.,  goes  further: 
"Some  buyers  are  starting  to  get  panicky 
and  are  placing  double  orders.  Booking 
levels  are  such  that  it's  obvious  semicon- 
ductor demand — as  good  as  it  is — isn't 
increasing  as  fast  as  incoming  orders." 

Bucy  and  Sporck  both  worry  that  busi- 
ness is  too  good  to  be  true.  Semiconduc- 
tor producers  showed  a  22%  unit  sales 
gain  this  year  and  domestic  dollar  vol- 
ume alone  was  up  some  16%  to  around 
$4  billion.  Earnings  for  most  companies 
were  at  record  levels  (see  table). 

Even  more  mature  segments- — like  dis- 
crete devices  (power  and  small  transis- 
tors)— grew  some  9%  to  about  $1  billion 
in  1978.  Low-power  Schottky  TTL  cir- 
cuits found  new  uses  in  microprocessors. 
The  fastest  growth  came  from  large  met- 
al oxide  semiconductor  memories  (a  $1 
billion  original  equipment  manufactur- 
ers' market)  and  from  microprocessors 
and  microcomputers,  as  the  electronic 
data  processing  industry  brought  out  a 
host  of  new  and  improved  products. 

Foreign  demand  too  was  healthy.  Says 
Dr.  Gordon  E.  Moore,  president  and  CEO 


of  Santa  Clara,  Calif.-headquartered  Intel 
Corp.,  "Our  business  in  Europe,  where 
the  economy  isn't  that  strong,  has  been 
very  good  indeed." 

Everywhere,  order  backlogs  will  end 
the  year  at  record  levels.  TI's  backlog  was 
over  $1.3  billion  late  in  1978  and  was  up 
substantially  from  midyear.  Motorola, 
Inc.,  Intel  and  National  Semiconductor 
all  indicated  orders  were  outpacing  their 
ability  to  meet  demand. 

Great.  Except  for  those  horrid  memo- 
ries of  1974.  Recalls  TI's  Bucy,  "when 
business  slowed,  orders  evaporated  over- 
night and  severe  price-cutting  followed." 

"I  don't  see  1974's  bloodbath  shaping 
up  at  this  point,"  says  Stuart  M.  Johnson, 
semiconductor  analyst  at  New  York's 
Wertheim  &  Co.,  Inc.  "I'm  basing  that 
on  the  fact  that  inventory  hoarding  by 
OEMs  and  distributors  today  is  nowhere 
like  it  was  then.  In  1974  there  were  fears 
of  materials  shortages  and  businessmen 
thought  inflation  and  boom  times  would 
never  end.  They  don't  think  that  today." 

Johnson's  is  the  optimistic  scenario. 
But  Vincent  J.  Glinski,  electronics  indus- 
try analyst  at  New  York's  Drexel  Bum- 
ham  Lambert,  Inc.,  thinks  1979  is  likely 
to  shape  up  something  like  1974. 
Glinski,  who  worked  for  Bell  Labs  and 
has  several  semiconductor  patents  of  his 
own,  was  one  of  the  few  analysts  to  have 
called  the  1974  shakeout  when  everyone 
was  bullish.  "The  industry  has  added 
eight  plants  this  year  and  has  plans  to 
add  another  three  or  four  in  1979  and 
1980,"  Glinski  says.  "That  alone  could 
add  some  35%  to  40%  to  capacity.  And 
conversion  of  plants  from  three-inch 


c 


01 


semiconductor  wafers  to  four-inc 
fers  adds  still  more  capacity.  Ther« 
be  no  growth  in  GNP  for  a  few  qu 
Such  slowdowns  in  GNP  growth 
past  have  always  resulted  in  subs| 
price-cutting."  Glinski  goes  on 
semiconductor  sits  on  a  company 
for  90  days,  it's  then  written  dc 
zero.  So  profits  can  evaporate  swif 

Managements  aren't  unaware 
dangers.  What  they  do  in  such 
stances  is  cut  back  on  empl 
costs,  which  account  for  35%  to 
sales.  It's  easier  because  most  of 
ployees  are  nonunion  and  outsi 
U.S.  Back  in  1974  the  industry 
tens  of  thousands  of  workers. 

Texas  Instruments  has  been 
hire  new  people,  after  having  to 
15,000  to  20,000  employees  in  1 
Today  on  some  50%  more  reverj|stc 
has  barely  any  more  employees 
did  in  1974. 

The  semiconductor  industry  e: 
in  good  shape  from  the  1974-75|iii; 
sion.  By  1976,  for  example,  TI's  e 
were  at  record  levels.  The  indust 
growing  because  its  lifeblood — j 
and  development — kept  growinjl'^i 
products   and   yields   were  im 
Companies  like  TI  and  Nation* 
increasingly    integrated  forwan 
computers  and  testing  equipmen 
the  coming  economic  slowdowi 
the  recovery  pattem  should  repej 

Long  range,  there  is  the  conce 
fort  by  Japanese  companies  to 
larger  toehold  than  the  modest  o 
have  in  semiconductors  today.  T 
nese  will  become  serious  conter  imi 
three  to  five  years.  For  the  mome  ^ 
are  behind  and  licensing  our  tecli 
That  is  producing  a  windfall  for  F 
Camera  Instrument  Corp.  this 
about  $3  million  to  $4  million 
ties,  and  next  year  Texas  Instijlow 
starts  to  reap  an  estimated  $5  mi 
royalties  from  licensing  its  ca 
patents  in  Japan.  A  good  cushioE  y 
eamings  deteriorate  next  year. 

Will  the  American  companiei 
tain  the  technological  edge  over  t 
nese — and  over  everybody  else? 
the  big  question,  more  significar|iishc 
than  what  happens  in  next  year' 
predicted  recession.  ■ 


Semiconductor  companies — a  financial  profile 

Long-term 

Sales 

debty 

latest 

EPS 

%  incr 

share- 

Price/ 

Price 

12  mos 

latest 

over  EPS 

holders' 

eamings 

Current 

range 

Yield 

Company 

(millions) 

12  mos 

1977 

equity 

ratio 

price 

1978 

Fairchild  Camera 

$  498.6 

$4.22 

93.5% 

27% 

7.0 

32 'A 

41'/4-22% 

2.5°/< 

Intel  Corp 

355.2 

2.91 

24.9 

0* 

18.0 

52 'A 

61  -3078 

0.0 

Mostek  Corp 

122.1 

1.92 

42.2 

36 

8.0 

16'/8 

243/4-1 2y4 

0.0 

Motorola 

2,099.5 

3.96 

19.3 

23 

10.0 

40% 

54y8-.35 

2.4 

National  Semiconductor 

547.4 

1.96 

108.5 

19* 

11.5 

225/8 

33  V4-1 5  Vs 

0.0  i 

Texas  Instruments 

2,391.3 

5.82 

16.9 

3 

14.0 

82 

92'/2-61% 

2.0 

"These  companies  have  sizable  short-term  debt. 
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^Je  hells  are  ringing  sweetly  on  cash  registers  at  Dayton  Hudson, 
retailer  who  wants  to  be  everything  to  everybody 


By  Bob  TEunarkin 
with  Marcia  Berss 


owEXEK   DISAPPOINTING  Christ- 
mas may  be  to  other  retailers,  it 
won't  be  for  Mirtneapohs'  Day- 
udson  Corp.,  whose  567  stores  in 
tes  will  gross  $2.9  billion  when  all 
fures  are  in  this  month.  There  will 
fits  from  its  14,000  hand-held  elec- 
football  games  that  sold  out  in  half 
ur  in  its  Target  discount  chain; 
from  the  22,000  pairs  of  designer 
old  in  a  month  at  Dayton's  down- 
Minneapolis   department  store; 
from  the  hundreds  of  velour  shirts 
lazers  sold  by  Mervyn's  San  Fran- 
;tore;  profits  from  the  1.7  million 
sold  in  B.  Dalton  Bookseller  stores 
ek  after  Thanksgiving, 
jbe  it  won't  be  as  good  as  last 
nas,  but  good  enough  to  keep  Day- 
idson  in  the  forefront  of  the  na- 
most  profitable  major  retailing 
Dayton  reports  the  biggest  sales 
are  foot  ($118)  among  major  retail- 
Vo  greater  than  high-class  retailers 
derated.  In  May,  Dayton  Hudson 
d  Mervyn's,  a  California-based  47- 
)parel  chain,  which  led  all  depart- 
tores  in  Forbes'  most  recent  An- 
;port  on  American  Industry  with  a 
retum  on  equity.  Dayton  Hudson 
as  second  with  16.5%. 
Dayton  family  have  always  been 
etailers — smart  enough  to  shed 
ily-store  image  on  the  way  to 
;  a  national  retailing  force.  In 
anker  George   Draper  Dayton 
the  comer  of  Seventh  and  Ni- 
|counting   traffic   to  determine 
to  buy  the  land  on  which  the 
w  stands — the  most  valuable 
real  estate  in  Minneapolis  today, 
ct  his  investment  in  the  vacant 
building  Dayton  had  construct- 
lUght  the  Goodfellow  Dry  Goods 
moved  it  in.  Dayton's  has  been  a 
olis  landmark  ever  since, 
pa  Dayton  set  the  tone:  In  1909 
shoppers  into  the  store  when  he 
a  full-size  replica  of  the  first 
chine  built  by  Glen  Curtiss.  He 
k  newspaper  advertising,  offered 
and  hired  an  airplane  to  sprin- 
Minnesota  State  Fairgrounds 
illion  blue  feathers  inscribed 
yton's  name.  The  idea  was  to 
reat  American  pastime  of  shop- 
an  adventure. 

is  death,  in  1938,  the  hoopla 
ven  more  spectacular.  Over  the 
oppers  of  all  ages  have  been 
psychedelic  dancers,  circuses 
ikes  of  Twiggy,  Simon  and  Gar- 
lorme  Warwick  and  Spanky  and 
g.  One  extravaganza — College 
ntertainment,    with  rah-rah 


What  Santa  Claus 
brought  for 
Dayton  Hudson 


I)(ivl<»i  I luilsiDi  (IxiiiiihiH  \\  illiaiH  A  Andres  in  a  B  Dallon  hookslnji) 
Why  shouldn't  a  department  store  sell  books  like  a  supermarket? 
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A  regional  merchant  going  national 


Growth  and  diversification  has  made  76-year-old  Day- 
ton Hudson  Corp.  the  nation's  hottest  retailer.  Its  flve- 
year  average  annual  sales  growth  of  12.8%  tops  all 


major  department  store  chains.  And,  via  an  ambitious 
capital  expansion  schedule,  the  company  plans  to  dou- 
ble Its  sales  in  the  next  five  years. 


department  stores 


discount  stores 


specialty  stores 


Mervyn's* 
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"Mervyn's  was  bought  by  Dayton  Hudson  this  year;  the  1969,  1972  and  197S  figures  are  Mervyn's  sales  prior  to  the  Dayton  Hudson  merger. 


cheerleaders — drew  12,000  young  people, 
one  of  whom  won  the  door  prize:  a  live 
horse.  One  Christmas  the  Dayton  Mm- 
neapolis  store  spent  $250,000  turning  its 
1 2,000-square-foot  auditorium  into 
"Dickens  Village,"  complete  with  two- 
story  thatched-roof  buildings  and  ani- 
mated figures  of  Scrooge,  David  Copper- 
field  and  Oliver  Twist.  This  Christmas 
the  auditorium  became  "Once  Upon  a 
Christmastime,"  with  more  than  100 
animated  fairy-tale  figures. 

By  the  time  the  third  generation  of 
Daytons  was  running  things  in  1950, 
Dayton's  department  store  had  captured 
16%  of  all  the  furniture  and  apparel  sales 
in  the  Minneapolis-St.  Paul  area.  The 
five  third-generation  Daytons  were  bred 
to  the  trade.  Among  the  Hrst  to  realize 
that  middle-class  America  was  dispers- 
ing to  the  suburbs,  they  were  quick  to 
follow  the  customers.  In  1954  the  first 
Dayton's  branch  was  opened  in  Roches- 
ter, Minn.  Two  years  later  Dayton  Corp. 
built  the  country's  first  enclosed  mall,  a 
$20  million  shopping  center  in  the  Min- 
neapolis suburb  of  Southdale.  Commit- 
ted to  the  "everything  to  everyone"  the- 
ory of  retailing,  the  company  believed  in 
bargain-basement  as  well  as  high-fashion 
merchandise.  It  began  Target  discount 
stores  in  1962,  which  grew  into  a  $100 
million  chain  within  six  years,  with  out- 
lets in  Minnesota,  Colorado  and  Missou- 
ri. With  an  emphasis  on  salesmanship 
rather  than  bookmanship,  it  opened  its 
first  B.  Dalton  bookstore  in  1966  and 
two  years  later  had  23,  which  was  further 
strengthened  by  its  acquisition  of  the 
eight-store  Pickwick  chain,  southern 
California's  leading  bookseller  at  the 
time.  By  1968  Dayton  Corp.  included  a 
jewelry  company,  10  other  department 
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Stores,  12  discount  outlets,  31  bookstores 
and  2  shopping  centers.  Sales  had 
climbed  to  $441  million,  doubling  since 
1966,  and  profits  were  $15.6  million. 

But  Dayton's  was  still  essentially  a 
family  company  operating  on  a  limited 
scale.  The  family  realized  that  it  was 
going  to  be  hard  to  remain  independent 
at  a  time  when  the  big  department  store 
chains  were  acquiring  their  way  across 
the  country.  So  Dayton's  also  went  on 
the  acquisition  path,  acquiring  in  1969 
Detroit's  J.L.  Hudson.  That  put  the  re- 
sulting company,  Dayton  Hudson,  past 
the  $1  billion  mark  in  sales  by  1971. 

This  year — not  counting  a  $151  mil- 
lion capital  gain  on  the  sale  of  some 
property  or  about  $10  million  in  write- 
offs— Dayton  Hudson  will  probably  earn 
$98  million,  $4.34  a  share  on  revenues  of 
$2.9  bilhon. 

Today  the  third-generation  Daytons 
are  on  the  sidelines,  still  living  in  the 
Minneapolis  area.  The  five  brothers  own 
about  30%  of  the  company,  but  only 
Kenneth,  56,  and  Bruce,  60,  are  direc- 
tors. Douglas,  54,  heads  Dade,  Inc.,  a 
venture  capital  firm;  Wallace,  57,  an 
environmentalist,  works  as  a  volunteer 
in  some  dozen  conservation  groups; 
Donald,  64,  serves  on  the  board  of  Bur- 
lington Northern.  None  of  the  fourth 
generation  is  in  the  company,  but  Don- 
ald's two  sons,  Edward,  38,  and  Robert, 
36,  are  retailers.  Edward,  who  formerly 
headed  B.  Dalton's,  operated  an  outdoor 
goods  store  in  Colorado  until  he  sold  it 
last  year;  Robert,  a  former  Dayton's  de- 
partment store  vice  president,  runs  Har- 
old's, a  downtown  Minneapolis  wom- 
en's specialty  store  in  competition  with 
Dayton's  less  than  a  block  away.  The 
growth  of  Dayton  Hudson,  nevertheless. 


goes  on  under  the  family's  ban 
outside  successors. 

Through  acquisition  and  a  $1.3 
capital  expenditure,  the  compai 
pects  to  become  a  $5  billion-plus 
within  five  years.  Even  allowing  f 
tion,  that's  an  annual  growth 
8.4%,  double  the  retailing  indust 
jected  sales  growth  for  the  same 
Its  objective  of  a   12%  annual 
growth — recently    hiked  from 
would  nearly  double  its  earnings  t| 
than  $180  milhon  by  1983. 

Chairman  William  Andres  is  o 
these  goals  can  be  reached  as 
Dayton's,  as  he  puts  it,  "doesn't 
a  me-too  store."  Based  on  its  tr, 
ord,  the  chances  of  Dayton's  sta 
in  front  are  excellent.  In  the  mi 
it  was  one  of  the  first  stores  to  se 
pants  with  the  buckle  in  the  ba 
newly  opened  Northbriar  shop, 
exclusively  to  Ivy  League  tastes 
Carnaby  fashions  when  the  Beatlj 
still  in  Liverpool  and  a  year  I 
1966,  it  was  into  madras.  Th 
were  brown  velvet  tuxedos  and 
Tse-tung-style    uniforms  long 
Richard  Nixon  made  his  trip  t 
Its  Oval  Room  carries  top  Ameri( 
ture  lines,  while  its  specialty  bc 
throughout  the  store  stress  such 
an  designers  as  Yves  St.  Laurent. 

Today  Dayton  Hudson's  strai 
volves  a  basic  shift  away  from 
ment  stores  to  discount  and  s||i, 
stores,  where  most  of  the  $1.3  bi 
expansion  money  will  go.  Hudsa 
erable  downtown  store,  a  Detra 
mark  since  1881,  is  falling  victii 
ban  decay.  The  2  million-sqi 
unit  IS  scheduled  to  be  closed  by  ^ 
fact  that  many  Detroiters  still  fi  [)| 
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eve.  All  in  all,  department  stores 
t  only  about  20%  of  Dayton  Hud- 
xpansion  dollars  in  the  current 
ar  plan,  and  almost  all  of  the  de- 
nt-store money  will  go  to  smaller, 
1  branches.  Says  Andres,  "We're 
on  our  winners."  Nearly  half  of 
mey  will  go  to  increase  the  num- 
farget  stores  from  84  to  152.  Some 
lillion  will  be  spent  to  double  Mer- 
butlets  from  51  to  102  and  $190 
to  increase  the  number  of  B.  Dal- 
okstores  from  360  to  795.  The 
lillion  will  add  6  new  Hudson's,  3 
s,  5  Diamond's  (in  Arizona),  2 
's  (in  Oregon)  and  3  lohn  A. 
s,  (in  Oklahoma),  boosting  the 
of  department  stores  from  50  to 
11,  Dayton  Hudson  will  double  the 
of  stores  to  1,200,  boosting  its 
tail  space  by  over  60%  to  39  mil- 
iare  feet. 

his  expansion,  of  course,  has  its 
Dayton  Hudson's  debt  is  30%  of 
pital  compared  with  23%  at  Mer- 
Stores  and  15%  at  Federated.  Its 
s  gone  into  growth  rather  than 
ds.  DH's  dividend  payout  of  25% 
compared  with  rates  like  May 
nent  Stores  Co.'s  31%  and  Carter 
Hale's  45%.  "Ultimately,  the 
amings  growth,  dividend  growth 
im  on  equity  is  return  on  invest- 
says  Richard  Schall,  chief  admin- 
officer.  Dayton's  figures  retum 
stment  on  the  sum  of  working 
dIus  noncurrent  assets,  including 
ent  value  of  all  leases.  Its  retum 
Vo,  according  to  Schall,  is  tops 
big  retailers  and  compares  with 
;d's  10.9%,  May's  8.7%  and  Car- 
ley's  6.5%. 

p  raise  money  for  the  expansion 
educe  better  retum  on  its  assets, 
sold  off  9  of  its  1 1  shopping  cen- 
quitable  Life  Assurance  Society, 
185  million  in  cash  and  shifting 
illion  in  debt  to  Equitable.  Its 
g  2  centers  are  also  on  the 
)H  figures  that  the  money  rein- 
1  retailing  will  eventually  show 
her  earnings  per  share.  It's  a  safe 
jet  since  the  return  on  assets  of 
operations  is  7.1%,  nearly  dou- 
Dn  its  real  estate  ventures.  It  also 
out  of  franchising  with  plans  to 
n  Central,  Inc.,  a  $38  million 
tail  chain  of  electronic  stores, 
these  numbers,  behind  the  eye- 
window  displays,  "Youth- 
"Mexican  Fiestas"  and  show- 
1,  is  a  group  of  highly  skilled 
nal  managers  led  by  Andres,  52, 
year  succeeded  Kenneth  Day- 
to  become  the  first  nonfamily 
to  take  the  helm.  As  chairman 
;xecutive  committee,  Kenneth 
till  has  management  say-so,  but 
President  Stephen  Pistner,  46, 
administrator  Richard  Schall, 
)ayton  Hudson  today. 


An  amateur  magician  who  worked  his 
way  through  college  in  Fayette,  Iowa  per- 
forming magic  shows,  Andres'  rise  to  the 
top  was  no  sleight-of-hand  maneuver. 
Neither  is  his  wizardry  at  guiding  Day- 
ton Hudson.  A  tall,  lean,  introspective 
man,  who  listens  carefully  before  an- 
swering questions,  Andres  is  analytical 
and  has  a  reputation  for  getting  to  the 
heart  of  matters  quickly  and  decisively. 

Andres'  rise  was  a  classic  climb:  from 
budget  basement  to  executive  suite  with- 
in ten  years.  He  joined  Dayton's  in  1958 
as  a  trainee  selling  robes  in  the  budget 
store,  giving  up  a  better-paying  position 
as  merchandise  manager  in  a  Springfield, 


Hudson's  Noi'i  buiitk/uc 

Adding  fashion  to  "dominance." 

Ohio  department  store.  In  only  two  years 
he  became  divisional  manager  of  fashion 
accessories,  along  the  way  receiving  ac- 
colades for  his  shrewdness  in  buying 
coats  and  his  ability  to  teach.  In  1966  he 
was  named  vice  president  and  general 
operating  manager,  then  chairman  two 
years  later.  He  was  elected  president  of 
Dayton  Hudson  Corp.  in  1974. 

Andres  provided  the  merchandising 
savvy  at  the  corporate  level  that  was 
diluted  during  the  corporation's  rapid  di- 
versification between  1967  and  1971.  He 
also  wielded  a  mean  executive  ax,  cut- 
ting the  corporate  staff  by  one-third  to 
155,  including  clerical  personnel.  Inven- 
tories, says  Andres,  "were  jawboned." 
Buyers  at  Hudson's,  for  example,  who 
were  overstocked  for  three  months  run- 
ning, or  5%  any  one  month,  were  docked 
part  of  their  year-end  bonus.  "A  stock- 
room," says  Andres,  "tells  you  more 
about  what's  going  on  in  the  store." 
Andres  made  sure  part  of  a  CEO's  bonus 
was  tied  to  the  performance  of  his  execu- 
tive backup.  And  he  let  it  be  known  he 
would  not  tolerate  surprises — unaired 
problems — from  the  corporate  ranks  to 
the  operating  companies. 

A  mixture  of  incentive,  paternalism 
and  showmanship  has  created  a  top- 
notch  merchandising  team.  The  average 
age  of  the  heads  of  the  1 1  autonomous 
operating  companies  is  48  years.  Ken- 


neth Macke,  chairman  of  the  $1  billion- 
a-year  Target  chain,  is  39.  Floyd  Hall,  40, 
mns  the  B.  Dalton  bookstores.  They 
have  the  stamina  to  keep  Dayton  Hud- 
son moving.  Take  President  and  Chief 
Operating  Officer  Stephen  Pistner  (pro- 
nounced "Pize-ner"),  for  instance.  He  of- 
ten puts  in  a  65-hour  week  as  the  eyes 
and  ears  of  the  corporation  in  the  field, 
moving  around  the  country  in  the  Day- 
ton Hudson  jet  to  visit  the  stores. 

In  one  hand  he  holds  a  camera,  in  the 
other  a  tape  recorder.  He  photographs 
store  displays,  talks  to  managers,  buyers, 
customers,  records  his  observations. 
Photos  plus  a  report  are  sent  to  the  CEO 
of  the  respective  operating  company. 
"We  don't  dwell  on  the  negative,  but  on 
what  they  do  right,"  says  the  animated 
Pistner,  waving  a  hand  through  the  air. 
It's  the  kind  of  monitoring  that  keeps  at 
a  minimum  those  "surprises"  that  make 
Andres  nervous. 

Pistner  relies  heavily  on  the  "planno- 
gram" — a  master  blueprint  that  zeros  in 
on  the  exact  location  for  every  item  on 
every  shelf  in  every  department  of  every 
Target  store.  A  traveler  from  St.  Louis 
can  walk  into  a  Target  in  Minneapolis 
and  be  right  at  home.  Pistner  guards  the 
huge  volume  as  a  pro  football  coach 
guards  a  team's  playbook.  Target  store 
managers  are  like  automatons.  They 
make  no  pricing  or  merchandising  deci- 
sions. They  must  live  by  the  planno- 
gram.  Only  20%  of  Target's  65,000  total 
merchandise  items  are  exempt  from  the 
plannogram.  In  other  words,  no  sur- 
prises. To  date,  no  other  retailer  has  had 
more  success  with  plannograms  than 
Target.  The  May  Co.'s  Venture  discount 
stores  use  them,  but  not  to  the  extent 
Target  does.  They  have  paid  off  hand- 
somely. Target's  sales  per  square  foot  of 
$126  leads  all  discounters,  including  K 
mart's  $121  (see p.  56). 

Mervyn's  will  be  right  behind  Target. 
Its  stores,  like  Target's,  are  medium-size, 
stocked  with  a  mix  of  name-brand  and 
private  label  goods  priced  between  a  Pen- 
ney's  and  a  Dayton's.  Dayton  officials 
had  been  eyeing  Mervyn's  since  1973, 
impressed  by  its  promotional  zest.  Every 
week  of  the  year  it  distributes  a  newspa- 
per supplement  to  some  2.7  million  resi- 
dents in  its  marketing  areas.  The  blanket 
promotion  apparently  rubbed  off  on  Tar- 
get, which  runs  color  supplements  about 
40  times  a  year  plus  a  heavy  TV  cam- 
paign. The  B.  Dalton  stores  too  are  prom- 
ising big  winners,  running  neck-and- 
neck  with  Carter  Hawley  Hale's  Walden 
bookstores  as  the  nation's  biggest  seller 
of  hardcover  books.  Each  has  about  10% 
of  the  market.  Ln  the  past  12  years,  Dal- 
ton's  has  grown  from  $1  million  in  annu- 
al sales  to  $160  million. 

Right  now  Dayton  Hudson  is  poised  to 
grow  from  within.  And  it  clearly  would 
like  to  make  some  acquisitions,  but  not 
if  It  must  reach  for  them.  In  1965  the 
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Federal  Trade  Commission  enjoined  the 
giants  Federated  and  Allied  from  making 
acquisitions  for  a  while.  This  cleared  the 
way  for  Dayton's  to  acquire  Hudson's 
without  getting  into  a  hidding  contest. 
But  the  ban  later  expired,  and  two  years 
ago  Federated  outbid  Dayton's  for  Atlan- 
ta's Rich  department  store;  likewise, 
Dayton's  backed  away  from  going  after 
Chicago's  Marshall  Field  when  Carter 
Hawley  Hale  made  a  rich  bid.  Dayton's 
would  love  to  gain  a  foothold  in  Chicago, 


but  it  would  have  to  be  a  friendly  merg- 
er— and  not  at  a  huge  premium. 

DH  has  its  failures,  of  course.  Its  ef- 
forts to  sell  mutual  funds  to  customers  in 
a  section  of  its  downtown  Minneapolis 
store  failed.  And  more  recently,  its  un- 
profitable Minneapolis  art  gallery  was 
turned  into  a  leased  operation. 

The  art  gallery  for  years  has  displayed 
the  works  of  contemporary  artists  and 
sculptors  and  has  been  a  valuable  means 
of  furthering  community  relations.  Like- 


wise, the  Dayton  Hudson  Founi 
sets  aside  5%  of  annual  pretax  pr 
the  maximum  allowed  by  the  II 
support  community  affairs, 
where  its  stores  are  located.  In  th 
32  years  it  has  given  over  $2S  mill 
Significantly,  then,  Dayton  h 
has  managed  to  grow  big  without 
the  small  company  flair  and  comn 
contacts  that  it  displayed  in  its 
management  days.  It's  the  compj 
watch  in  retailing.  ■ 


Discounting  comes  of 
(middle)  age 

A  generation  ago  the  word  "discount- 
ing" conjured  up  visions  of  an  ex-G.I. 
in  his  old  Eisenhower  jacket  double- 
parking  his  Nash  outside  Korvette's 
on  West  48th  Street  in  Manhattan, 
dashing  inside  to  check  the  price  on  a 
15-inch  table  model  TV  set  ...  and 
holding  off  until  he  checked  out  the 
price  down  the  street  at  Masters.  If 
you  were  the  customer  in  those  days, 
a  discount  store  was  likely  to  be 
grundgy  to  look  at  and  murder  on  a 
white  suit.  If  you  were  the  discounter, 
you  needed  a  sharp  pencil  and  the 
nerves  of  a  burglar  to  stay  alive,  sur- 
viving on  razor-thin  margins  and 
lightning-fast  inventory  tumover. 

The  margins  are  still  thin  and  the 
tumover  rapid,  but  in  just  about  every 
other  respect  the  discount  game  has 
radically  changed.  Discounters  moved 
about  $45  billion  worth  of  merchan- 
dise this  year — $1  of  every  $3  in  retail 
trade — and  more  and  more  of  them 
did  it  in  well-lit,  meticulously  orga- 
nized stores  whose  inventory  plans 
were  doped  out  by  computer.  A  new 
generation  of  discounters  has  moved 
in,  led  by  the  very  retailers  most  pro- 
foundly shaken  by  the  pioneers:  the 
department  stores.  Dayton  Hudson's 
68-store  Target  chain,  for  example,  is 
now  doing  a  $1  billion-a-year  busi- 
ness, making  it  the  fourth  largest  dis- 
counter in  the  U.S.  (behind  Zayre, 
F.W.  Woolworth's  Woolco  and  K 
mart).  St.  Louis-based  May  Depart- 
ment Stores  Co.  opened  its  first  Ven- 
ture discount  store  in  1970,  has  42 
more  today  and  now  draws  17%  of  its 
$2.5  billion  sales  from  them.  Federat- 
ed Department  Stores,  the  largest  U.S. 
chain  (1978  sales:  $5.3  billion), 
opened  its  first  Gold  Circle  discount 
store  in  1969,  now  has  42  with  an 
estimated  $625  million  in  sales. 

K  mart  Corp.,  far  and  away  the  larg- 
est discount  chain,  with  $11  billion  in 
sales  this  year,  traded  up  to  discount- 
ing from  its  five-and-dime  roots  in  the 
old  S.S.  Kresge  chain.  Department 
stores,  those  dowagers  of  retailing, 


made  room  for  themselves  in  the  dis- 
count game  by  bringing  a  little  of  their 
class  with  them.  May's  Venture  stores 
sport  color-coordinated  carpeting  and 
bright,  bold  signs.  At  Dayton  Hud- 
son's Target  stores,  all  apparel  is  hung 
from  racks,  not  strewn  across  tables. 

All  discounters  hold  down  costs  by 
sharply  limiting  the  amount  of  cus- 
tomer choice — colors,  sizes,  models — 
and  customer  service.  But  the  dis- 
counters run  by  department  stores 
aim  to  give  just  a  bit  more  choice  than 
the  old-timers.  If  a  typical  K  mart 
store  carries  30,000  different  items 
("stock-keeping  units,"  as  a  discount- 
er might  say),  a  Target  store  will  carry 
twice  that  number.  Where  K  mart 
stresses  private-label  goods,  some 
70%  of  Target's  hard  goods  (from  oil 
filters  to  camping  equipment  to  dish- 
ware)  are  brand  names. 

Dayton  Hudson  and  other  depart- 
ment stores  went  into  discounting  in 
the  first  place,  of  course,  because 
that's  where  their  best  growth  pros- 
pects were.  The  older  the  store,  the 
more  likely  it  was  to  be  located  in  a 
downtown  area  beset  by  all  of  the  bad 


news  summed  up  in  the  phrase  "inn 
city."  Among  the  keys  to  success 
conventional  department  store  retaj 
ing  are  a  powerful  fashion  image,  coi 
ly  customer  service  and  area  "doni 
nance."  In  discounting,  by  contrai 
the  keys  are  tight  inventory  contr^ 
centralized  merchandising  stratej 
and  a  strong  distribution  network. 

Not  every  old-line  department  std 
chain  has  found  discounting  a  blci 
ing.  Allied  Stores,  which  got  into  d 
counting  in  the  early  1960s,  is  cij 
rently  looking  for  a  buyer  for  its  / 
mart-J.B.  Hunter  discount  outle 
One  of  its  problems:  Units  are  local 
in  regional  shopping  centers,  whi 
demand  higher  rents  than  the  fr^ 
standing  units  K  mart  occupies.  fi\ 
other  problem:  Its  ten  outlets  i 
spread  over  five  states,  severely  lira) 
ing  distribution  efficiencies. 

Federated  hit  another  problem 
expanding  its  Gold  Circle  discoi^ 
chain  to  the  West  Coast.  It  sent  he^ 
quarters  men  to  run  the  new  units,  w] 
began  making  decisions  a  centrally 
discounter  makes  at  the  head  offij 
Now  they  are  back  in  Ohio.  — 


A  unit  ill        Depdrlmoii  Stores'  Veiitiire  clxiui 

Upgrading  the  discounter  image  for  a  younger,  more  affluent  customer, 
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Breaking  into  world  markets  can  be  easy, 

breaking  into  world  markets  can  be  easier  than  you  think.  The 
)roblem  has  been  trying  to  advertise  effectively  and  efficiently 
|n  so  many  different  and  varied  national  media. 

TIME  offers  reach,  precision,  and  flexibililv. .  .worldwide. 
There  are  160  international  editions  of  TIME.  Big  editions  that 
bo  to  Europe,  Latin  America,  Canada,  the  Pacific.  Other  editions 
[nat  can  carry  your  advertising  to  regions,  nations,  even  individual 
pities.  And  wherever  it  appears,  TIME  is  the  same  influential  news 
magazine  that's  read  each  week  by  26,000,000  people  around  the 
World.  Put  your  money  precisely  where  the  market  is. 

For  more  information,  call  Dave  Gibson,  (AS.  Area  Director  for 
Jhe  International  Editions.  (212)  841-4956. 

wiriME.  The  news  magazine  for  the  internationally  minded. 


For  contrarians 
only 


The  Streetwalker 


HT  Chairman  Harold  Geneen,  who 
doesn't  normally  give  market  advice, 
likes  a  stock  that  he  thinks  has  a  great 
deal  going  for  it:  a  strong  position  in  its 
market,  a  highly  efficient,  creative  man- 
agement, and  in  a  business  that  show^s 
every  sign  of  making  a  long-term  tum  for 
the  better — Merrill  Lynch. 

"A  great  buy,"  Geneen  calls  it  and 
then  mentions  the  bank  w^hich  manages 
a  trust  fund  for  him  and,  against  his 
judgment,  sold  Merrill  Lynch  last  year. 
The  bank,  of  course,  was  being  highly 
conventional:  Most  people  do  >ioi  like 
brokerage  stocks. 

Taking  the  contrarian  view,  could  it  be 
that  brokerage  stocks  are  a  good  buy? 

Certainly  they  are  cheap.  Look  at  the 
table  on  this  page.  You  can  buy  Bache 
Group  for  42%  of  its  book  value.  A.G. 
Edwards,  the  small-town  broker  who  al- 
ways makes  money  and  has  a  great 
growth  record,  currently  sells  for  four 
times  latest  12-month  earnings.  So  do 
Bache,  Dean  Witter  Reynolds,  E.F.  Hut- 
ton  and  Paine,  Webber.  Shearson  Hayden 
Stone  goes  for  a  snappy  three  times. 

Streetwalker  souglit  out  one  of  the  few 
analysts  who  follow  the  stocks,  Carolyn 
Cole,  who  IS  a  vice  president  and  director 
of  the  investor  services  group  at  Paine, 
Webber,  Jackson  &  Curtis. 

Which  stocks  would  Cole  buy  now? 

"Not  one,"  she  replied  without  hesita- 
tion. "Trading  volume  is  terrible,  and 
when  this  is  translated  in  quarterly  earn- 


ings the  stocks  should  fall  even  further." 
She  cites  average  daily  volume  on  the 
New  York  Stock  Exchange,  which  ran  30 
to  35  million  shares  in  the  second  quar- 
ter of  1978  and  now  is  under  25  million 
shares.  That's  a  terrific  drop  for  a  high- 
overhead  industry. 

This  means  a  higli  degree  of  leverage, 
both  on  the  upside  and  the  downside. 
Look  at  Geneen's  favorite,  Merrill 
Lynch.  It  earned  $2.47  a  share  in  1971; 
two  years  later  it  squeaked  by  with  only 
$1.04.  Up  to  $3.01  in  1976  and  down  to 
$1.25  in  1977.  Off  to  a  slow  start  in 
1978 — earning  only  a  thin  penny  in  the 
first  quarter — then  zooming  up  to  83 
cents  in  the  second  quarter  and  90  cents 
in  the  third.  But,  barring  a  miracle,  the 
fourth  quarter  looks  bad. 

Despite  this  volatility  Geneen  likes 
Merrill  for  the  long  pull,  however.  Why? 
In  his  words:  "Washington  at  long  last  is 
trying  to  encourage  capitalism,  which 
should  mean  long-range  prosperity  for 
well-run  brokers  like  Merrill  Lynch." 

Carolyn  Cole  agrees.  However,  she 
still  thinks  of  them  as  trading  stocks. 
You  buy  them  when  you  see  volume  ris- 
ing, sell  when  volume  starts  to  diy  up. 

We  managed  to  fuid  one  other  broker 
who  admitted  to  being  bullish  on  the 
brokers,  Robert  Stovall  of  Dean  Witter 
Reynolds.  Buy  them  now,  he  suggests. 
"The  market,"  he  says,  "will  keep  going 
dowTi  for  two  or  three  months,  then  up 
in  a  big  way,  taking  volume  up  with  it.  If 
you  wait  you'll  miss  most  of  the  gain 
since  these  stocks  move  so  fast." 

Here's  a  fast  rundowm  on  the  major 
brokerage  stocks. 


•  Menill  l.ytich  is  to  brokers  wh 
or  GM  are  to  industrials. 

•  £/•■  Hutt(»i  grows  faster  than 
dustry  and  has  diversified  so  widt 
things  like  insurance  and  tax  ^ 
that  Its  earnings  hold  up  relative 
even  when  trading  sloughs  off. 

•  AG.  HduarcLs  is  a  little  jew 
company  based  not  in  Wall  Street 
St.  Louis.  Edwards  doesn't  cone 
on  low-profit  institutional  bi 
serves  its  small-town  customers  \ 
ways  makes  money,  and  is  currei 
only  broker  to  sell  above  book  va 

•  Shearson  Haycie?i  Stone,  run  I 
ford  I.  Weill,  knows  how  to  pir 
pennies  as  well  as  how  to  steer  : 
tomers  into  lucrative  (for  the 
things  like  options  and  commodi* 

•  Dean  Witter  RepioUis,  a  mergei 
strong  firms,  is  reportedly  havin; 
office  problems  currently. 

•  Bache  is  the  most  volatile 
stocks.  In  1975,  for  example,  it  sc 
and  one  year  later  was  close  tc 
400%  gain.  But  by  the  end  of  the 
ing  year  it  was  dovra  to  just  over 

•  Donaldson.  Lnjkin  €-  Jenrette 
made  really  good  money  since  t 
Sixties  and  now  sells  at  just  3'/2 — ; 
number  compared  to  the  $15  a  s 
which  it  went  public.  But  DLJ  hai 
a  couple  of  interesting  mergers  t 
and  ought  to  be  a  stronger  comp 

Remember  those  lovely  seco: 
ter  earnings  this  year?  True,  the^jl 
be  repeated  in  the  fourth  quart 
they  indicate  what  might  be  somej 
you  annualize  some  second-quart* 
ings,  here  is  what  you  would  ha 
Hutton,  $6.56  a  share;  Shearson 
Paine,  Webber,  $3.56;  Merrill, 
First  Boston,  $3.28. 

Understandably,  Carolyn  Col 
"If  you  ask  me  what  any  of  these 
nies  will  eam  next  year,  I'll  laugh 
Don't  laugh,  Carolyn;  we  realize 
stocks  are  only  for  died-in-the-wd 
trarians.  Like  Harold  Geneen. 


The  prices  of  pessimism 


The  future  of  Wall  Street  is  held  in  such  doubt  by  investors  that  the  combined 
market  value  of  all  the  publicly  owned  brokerage  houses  is  barely  over  $  1  billion. 


Market 

Historic 

Recent 

Number 

Latest 

value  of 

Recent 

common 

book 

of  shares 

Price/ 

12-month 

Yie 

stocks 

common 

price 

value 

outstanding 

earnings 

earnings 

a 

Company 

(millions) 

price 

range 

per  share 

( thousands  1 

ratio 

per  share 

comj 

Bache  Group 

$  49.4 

7 

18%-  2% 

$16.38 

7,064 

4 

$  1.63 

5.' 

Dean  Witter  Reynolds 

85.2 

103/4 

32    -  41/4 

17.18 

7,921 

4 

2.65 

7.< 

Donaldson,  Lufkin  &  Jenrette 

28.9 

31/2 

18%-  15/8 

6.42 

8,251 

12 

.30 

4.t 

AG  Edwards 

38.5 

15V8 

22%-  2'/8 

15.66 

2,545 

4 

3.67 

6. 

First  Boston 

49.3 

151/2 

58 1/4-  7'/2 

26.87 

3,178 

9 

1.70 

6.; 

EF  Hutton 

106.3 

153/4 

25%-  3% 

20.20 

6,750 

4 

4.08 

4.; 

Merrill  Lynch 

568.7 

16 

46   -  6^/4 

18.63 

35,543 

8 

1.96 

5.: 

Paine  Webber 

41.4 

7% 

16^/8-  1% 

11.16 

5,345 

4 

2.05 

5.' 

Shearson  Hayden  Stone 

43.7 

95/8 

17      -  13/8 

11.86 

4,543 

3 

3.56 

4.: 

Weeden  * 

4.0 

2'/2 

28 1/4-  21/2 

7.29 

1,618 

-13.23 

*All  figures  pending  merger  with  Moseley,  Hallgarten  &.  Estabrook,  Inc.    tincludes  extras. 
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''y'np  Of  Chair 


Give  someone  you  like  a  Capital- 
gift— the  new  book  by  magazine 
tor-in-Chief  Malcolm  Forbes: 
e  Sayings  of  Chairman  Malcolm'.' 
An  answer  to  Chairman  Mao's 
.6  Red  Book,  this  volume  is  bound 
ich,  lucre-green,  simulated  vinyl. 
It's  a  collection  of  funny,  provoc- 
e,  and  often  outrageously  punny 
iners.  Quotable,  even  applicable, 
L-  bs  of  14-karat  wisdom.  Over  a  half 
3usand  of  them— all  negotiable  at 
soiree,  tete-a-tete  or  business 
heon.  Presented  in  this  very  gift- 
ble  book  subtitled:  "The  Capital- 
Handbook!' 

If  you're  one  of  the  1.7  million 
lar  readers  of  F()RBP:S:  Capitalist 
you're  familiar  with  the  "up 
t"  feature  of  the  magazine  called 
t  and  Comment"  which  includes 
inimitable  one-liners;  and  you 
idy  know  what  a  bright,  positive 
is  offered  here.  If  not,  what  a 
t  way  to  find  out. 
Why  not  give  anybody  on  your 
onal  list  who  is  somebody  a  mil- 
^  ire's  gift  for  only  $5.95'.' 
Even  if  that  somebody  is  you. 


g 


Here's  what  they're  saying 
about  "The  Sayings  of 
Chairman  Malcolm": 

Ann  Landers,  Daily  News,  New  York 

"I  just  road  your  book,  and  it  was 
(It'licious.  I  ate  itl' 
Ken  Powers,  Sr.,  The  Nashville  Banner 

"WhaLt'vcr  you're  doing,  slop!  Pick 
up  the  Lek^phone.  Now,  start  calling 
every  book  store  in  town  until  you 
find  one  that  has  a  copy  of  Chairman 
Malcolm's  Sayings.  How  have  we 
done  so  well  for  so  long  without  it?" 

"ITiis  little  book  is  witty,  wise, 
serene,  sometimes  sober  and  at  other 
times  tipsy;  but  always  gi'eat,  terrific, 
and  in  all  ways,  well  worth  its  price!' 
Barry  Gray,  Radio  Station  WMCA,  New  York 
"I've  read  it,  and  I  recommend  it  to 
you  unconditionally.  It  is  a  terrific 
book,  with  a  thousand  things  that 
you'll  want  to  repeat,  and  memorize. . !' 
John  Weisman,  Los  Angeles  Times 
"It  is  unlikely,  though  possil)le,  that 
students  at  th(>  Wharton  or  Harvard 
Business  Schools  will  wander  through 
the  quad  with  this  little  green  book 
open,  memorizing  I'orbes'  capitalistic 
pearls.  On  the  other  hand  maybe  they 
should!' 


g'a^'-man  Malcolm 


If  you  cannot  find 
'The  Sayings  of 
Chairman  Malcolm" 
at  your  nearest  Capi- 
talist book  store  (be- 
cause the  diligent  chaps 
have  already  sold  out),  then  use 
this  coupon  to  order  one  or  more  for 
yourself  or  others.  Send  $5.95  in 
check  or  money  order,  plus  50C  for 
postage  and  handling  for  each  copy 
vou  order  to  Harper  &  Row,  Mail 
Order  Dept..  No.  1235A,  10  East 
53rd  St.,  New  York,  N.Y.  10022. 
Please  add  applicable  sales  tax. 

PJnclosed  is  my  check  or  money 

order  for  $  covering  

copies  of  "The  Sayings  of  Chair- 
man Malcolm!' 

Name  

Address 


City 


State 


Zip 
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BehindThe  Figures 


Crossing  the  table 

They  used  to  call  him  "Walter's  alter 
[cgol"  in  the  days  when  he  was  adminis- 
trative assistant,  intellectual  muscleman 
and  all-around  political  operative  for 
United  Auto  Workers'  President  Walter 
P.  Reuther.  This  month,  Jack  T.  Con- 
way, 61,  showed  up  for  his  first  meeting 
as  a  member  of  the  board  of  directors  of 
Atlantic  Richfield  Co. 

Along  the  way,  this  University  of  Chi- 
cago graduate  who  once  taught  sociology 
at  the  University  of  Washington  learned 
enough  about  the  meaning  and  uses  of 
power  to  occupy  a  lot  of  seats  very  close 
to  power  Itself.  While  helping  the  com- 
pulsive Reuther  clean  out  the  last  ves- 
tiges of  opposition  in  the  union,  Conway 
learned,  perhaps  too  well,  how  to  be  a 
number  two  man.  When  he  delivered 
Governor  G.  Mennen  (Soapy)  Williams 
and  Michigan's  Democratic  delegates — 
via  the  UAW's  growing  power  in  the 


jack  T.  Conway  of  I  'liiteJ  Way 
A  tittle  solidarity  for  Arco. 


party — to  the  Kennedy  caucus  in  1960, 
he  was  rewarded  with  yet  another  num- 
ber two  job,  as  deputy  administrator  of 
the  federal  Housing  &  Home  Finance 
Agency.  When  his  political  friends  in 
Washington  departed  after  the  Kennedy 
assassination,  Conway  came  back  to  la- 
bor; this  time,  as  head  of  the  AFL-CIO 
industrial  union  department. 

Through  his  years  in  labor  and  govern- 
ment service,  Conway  acquired  a  reputa- 
tion as  a  curious  mixture  of  brutal  in- 
fighter  and  aloof  intellectual.  That  image 
brought  the  one-time  Detroit  high 
school  football  player  a  series  of  jobs 
working  for  [ohn  Gardner  as  president  of 
Common  Cause,  Jerry  Wurf  of  AFSCME, 
the  government  employees  union  and, 
most  recently,  the  United  Way,  as  a  se- 
nior vice  president. 

But  when  Conway  got  involved  with 
the  Aspen  Institute  years  ago,  he  met 
Robert  Anderson,  CEO  of  Atlantic  Rich- 
field. They  worked  together  on  such 
seminar  topics  as  the  corporation  and 
society,  which  both  could  confront  with- 
out the  nonsense  that  usually  attends 
such  undertakings. 

Now  Conway  crosses  the  bargaining 
table.  Speaking  of  his  new  colleagues  on 
the  Arco  board,  however,  Conway  says, 
"I'll  have  less  trouble  adjusting  to  the 
situation  than  they  will." 

A  brush  with  success 

Once  upon  a  time,  felling  the  family 
Christmas  tree  involved  a  long  walk  in  a 
snowy  woods,  ax  in  hand.  Later,  treecut- 
ters  brought  truckloads  to  town  and 
hawked  trees  off  tailgates.  This  season 
about  half  the  Christmas  trees  used  in 
this  country  will  come  from  factories. 

Harry  Gantz,  the  63-year-old  president 
and  CEO  of  American  Technical  Indus- 
tries, Inc.,  says  that  his  company  is  the 
largest  maker  of  artificial  trees.  Once  a 
machine  shop,  subcontracting  equip- 
ment for  companies  like  IBM,  Grum- 
man, Curtiss- Wright  and  General  Foods, 
the  company  got  into  trees  16  years  ago, 
recalls  Gantz.  One  of  his  engineers  devel- 
oped a  machine  for  making  twisted-in 
wire  bristles  like  those  used  in  baby  bot- 
tle brushes.  American  Technical  holds 
the  patents  on  the  machine,  and  Gantz 
tried  to  sell  the  equipment  to  tree- 
makers.  But  no  one  was  buying.  So  he 
decided  to  go  into  the  business  in  1962. 

His  timing  was  lucky.  The  environ- 
mentalists made  it  fashionable  to  save  a 
real  tree  by  buying  an  artificial  one,-  fire 
hazards  and  the  cleanup  problems  of  real 
trees  made  it  practical. 

Even  though  American  Tech's  top-of- 
the-line  Mountain  King  sells  for  SI 00  at 
Penney's  and  Sears,  customers  seem  to 
feel  they'll  last  forever,  so  they  are  worth 
the  extra  money.  "The  average  buyer 
keeps  one  for  six  years,"  says  Gantz. 
What  happens  then?  "They  move  and 


Hany  Gantz  of  American  Techtiicat 
Deck  us  all  with  twisted-in  bris  \ 

buy  a  new  one  because  the  old  tr 
be  looks  too  small  for  the  new 
says  Gantz. 

Gantz  gets  some  85%  of  hi 
pany's  $34  million  sales  from  a 
trees.  And  the  10%  profit  mar 
36%  return  on  equity  are  not  ba 
from  a  business  that  had  barel 
root  when  he  got  into  it.  The  bu: 
cyclical  and  getting  more  so: 
Technical  has  added  a  line  of  C 
decorations.  But  Santa  himself  di 
with  only  one  short  season 
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Just  the  thing 

while  most  people  are  trying  t( 
on  that  last-minute,  witty  Cl 
gift,  Ronald  Foppen  is  trying  to 
with  something  for  1979  to 
year's  most  mind-boggling  itenj 
year  lease  on  his-and-hers  storaj  "1 
9,000  feet  below  the  surface 
Wasatch  Range  in  the  Rocky  Moj 
Price:  $90,000  the  pair, 

Foppen,  34,  is  in  charge  of  th« 
mas  catalog  for  Dallas-based 
Marcus,  the  Carter  Hawley  Hah 
iary  that  each  year  tries  to  outdo 
coming  up  with  a  publicity-g 
"something  different 

Last  year  he  offered  his-and-h 
tricity-generating  windmills  for 
apiece.  Only  one  couple  bougH 
But  this  year's  "stock"  of  vaulti 
ready  done  far  better;  three  luck)| 
now  own  leases  on  these  remote 
The  Christmas  catalog,  costii 
$2  million  to  produce  and  di 


60 


brings  Neiman-Marcus  .5%  of 
gross  volume  for  the  year.  But  of 
brings  Neiman's  much  more,  an| 
has.  "It  gets  our  name  across  v| 
don't  have  stores,"  says  Foppi 
emigrated  from  Holland  14  years 
has  run  Neiman's  mail-order  bus 
the  last  five.  The  oddity  and/d 
geous  expense  of  Neiman's  C 
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El  l-opfH-ii  i>f  SciDuni Mdixiis 
ose  luchy  his-and-hers,  a  SO-year  lease  on  eternity. 

as  been  making  news  across  the 
!  y  every  year  for  a  long  time.  That 
/en  the  up-market  retailer  a  boost 
efforts  to  expand  from  Dallas  to 
in,  Chicago,  Washington,  Miami 
I  |;md,  come  February,  Beverly  Hills, 
time  Neiman's  arrives,  the  big 
rs  already  know  it  well. 

year's  most  expensive  item — 
also  was  bought — was  a  $150,000 
Russian  lynx  bellies.  But  Foppen 
c  bread-and-butter  business  of  the 
.  is  in  the  $10-to-$50  range.  "Peo- 
e  the  candies  and  epicure  items, 
:  crystal."  Accordingly,  he  is  try- 
cut  down  on  the  clothing,  which 
Is  38  of  the  book's  100  pages,  and 
I  more  space  to  the  unusual  and  the 
ivia.  "People  really  don't  know 
hey  want  for  Christmas,  and  we 
tell  them,"  says  Foppen. 
next  year's  his-and-hers  gift  re- 
cession? Foppen  swears  that  he 
staff  are  thinking  less  about  exot- 
landise,  more  about  the  format, 
smart.  Once,  Neiman's  catalog 
[que.  Now  there  are  who-knows- 
my  sybaritic  gift  catalogs  in  the 
And  the  mail-order  business  in 
is  booming.  Why?  "Technology," 
Foppen,  in  photography  and  in 
.  "Mail-order  used  not  to  be 
You  couldn't  see  what  you  were 
IS  well  as  in  the  store." 
how  about  this  for  not  seeing 
u're  getting,  from  Foppen's  1978 
ion   of   those    $90,000  granite 
'One  may  store  here  with  impu- 
from  uninvited  eyes,  the  origi- 
oils  you'd  hate  to  lose,  the  real 
a  rare  vintage  Bordeaux,  a  golden 
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ingot  or  two,  or  the  originals  of  personal 
records,  without  which  all  would  be 
lost.  ..."  And  to  all  a  good  night. 

Cashing  a  gold  shoestring 

when  he  talks  about  book  publishing, 
Donald  I.  Fine,  founder  and  president  of 
Arbor  House  Publishing  Co.,  Inc.,  refers 
to  "shark-infested  waters"  where  you 
can  be  "having  a  drink  with  an  old  col- 
league and  that  afternoon  he  calls  up  your 
top  author  and  makes  him  an  offer." 
That's  one  reason  Fine  this  month  sold 
his  book  company,  a  small  but  eminently 


successful   survivor,   to   Hearst  Corp. 

The  deal  will  give  the  Harvard-trained 
Fine  some  dandy  sharp  teeth  of  his  own 
in  the  form  of  Hearst  capital  plus  access 
to  joint  deals  with  Hearst's  big  paper- 
back house,  Avon  Books,  like  Simon 
Schuster  and  Pocket  Books  do.  It  will 
also  give  him  an  estimated  $1.5  million, 
which  is  not  bad  for  a  company  that 
started  in  1969  with  a  loan  of  $5,000,  a 
printer  willing  to  extend  credit,  a  distrib- 
utor who  provided  some  working  capital, 
and  Fine's  own  $20,000  bank  account  to 
cover  his  living  expenses. 

That  humble  beginning  quickly  led  to 
a  series  of  small  and  large  publishing 
successes,  including  an  impressive  string 
of  best-sellers  culminating  in  the  appear- 
ance this  year  of  /iyc  of /he  Needle,  a  liter- 
ate thriller  which  has  been  on  the  lists 
since  summer.  What  made  the  difference 
for  Arbor  House  in  a  business  that's  easy 
to  enter,  tough  to  survive  in,  is  the  56- 
year-old  Fine's  nearly  30  years  all  over 
the  industry.  Among  other  jobs,  he  wrote 
critiques  of  new  writers  at  $5  for  a  short 
story  and  $25  for  a  novel,  worked  in  a 
Doubleday  bookstore,  edited,  became 
editor-in-chief  of  Dell  paperbacks  and  set 
up  Dell's  Delacorte  Press. 

Finally  moving  out  on  his  own,  he 
proved,  in  an  age  of  giant  publishing,  that 
wit,  hustle  and  a  little  luck  can  produce  a 
viable  small  competitor.  No  sentimental- 
ist. Fine  is  just  as  comfortable  with  the 
prospect  of  running  Arbor  House  under  a 
big  umbrella  as  he  was  running  it  on  his 
own  shoestring. 

Meet  the  Mrs. 

Bedfellows  named  Sobin  produced  the 
odd  set  of  political  alliances  that  gave 
Oscar  S.  Wyatt  jr.'s  Coastal  States  Gas 
Corp.  the  first  crude  oil  to  be  shipped  by 


DoiKiUi  I  l  ine  <>/  Arbor  House 

A  survivor  in  shark-infested  waters  moves  into  a  well-heeled  haven. 
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Julian  M.  and  Lee  Svbiii,  China  traders 

A  his-and-hers  deal  hrings  the  first  Chinese  oil  to  the  U^. 


China  to  the  U.S.  The  seeds  of  the  deal 
were  planted  when  Julian  M.  Sobin,  58, 
took  his  wife,  Lee,  58,  to  China  in  1972 
to  drum  up  some  business  for  his  then 
$40  million-a-year  Sobin  Chemicals,  Inc. 
of  Boston  (now  owned  by  the  Lissauer 
Group).  Though  she  knew  nothmg  about 
the  business,  she  did  establish  a  trusting 
and  ongonig  relationship  with  Chinese 
officials. 

Before  long,  Lee  set  up  her  own  firm — 
Friendship  International  Corp. — ^to  trade, 
and  consult  on  trade,  with  the  Chinese 
both  for  its  own  account  and  for  outside 
clients,  including  Gulf  Oil  Corp.,  First 
National  Bank  of  Boston,  International 
Minerals  &  Chemical  Corp.  and  the  Ice 
Follies.  For  $1,000  a  day  (plus  a  $10,000- 
to-$25,000  retainer  plus  a  performance 
fee).  Friendship  International  also  tells 
American  business  people  how  to  behave 
in  China  and  whom  to  deal  with.  "I  leave 
the  financial  aspects  to  my  husband," 
she  says,  diplomatically.  "I  handle  the 
clients." 

This  year  the  Chinese  apparently  de- 
cided that  their  first  American  chemical 
trading  friend  would  be  the  right  candi- 
date to  be  their  first  American  oil  trading 
friend,  so  they  offered  a  500,000  ton  car- 
go of  medium-weight,  low-sulfur  csude  to 
Julian  Sobin.  Aside  from  its  messy  prob- 
lems as  a  gas  supplier  in  its  home  state  of 
Texas,  Coastal  States  runs  a  substantial 
oil  refining  operation.  Sobin  "found" 
Coastal  States  and  helped  it  arrange  for 
the  crude  shipment  to  its  Hercules,  Calif, 
refinery.  It's  the  first  Chinese  sale  of  oil 
to  a  nongovernmental  buyer  says  Sobin, 
who's  pleased  that  he  was  able  to  out- 
flank "some  of  the  big  multinational 
U.S.A.-headquartered  oil  companies 
whc^se  officials  have  been  streaming  to 


th 
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Peking  almost  weekly  for  more 
three  months." 

All  well  and  good,  milestonewise,  but 
icebergwise,  five  medium-size  shiploads 
aren't  even  the  tip. 

Bold  knight 

After  hve  years  of  battling  with  the  Brit- 
ish government  on  everything  from  nu- 
clear policy  to  dividend  restraint.  Sir  Ar- 
nold Weinstock  has  turned  to  new  oppo- 
nents— Exxon,  IBM,  ITT  and  Xerox — in 
the  office  equipment  market.  His  Gener- 
al Electric  Co.,  Ltd.  (GEC)  is  about  to  pay 


Faces 

Behind  The  F\gm 


$100  million  for  Chicago-base 
Dick,  an  old-line  maker  of 
equipment  without  the  funds  to  c< 
effectively  on  its  own. 

In  Britain,  observers  had  long  a 
major  U.S.  acquisitions  from  $ 
lion-sales  GEC  (no  connection  wi 
General  Electric),  and  they  don't 
A.B.  Dick  to  be  the  last.  Sir  Arm 
sitting  with  $1.2  billion  cash  as 
last  balance  sheet.  How  did  that  h 
To  begin  with,  GEC's  25%  annu; 
mgs  growth  over  the  past  ten  ye;; 
crated  a  lot  of  cash.  Then  there 
tomers'  advances  on  orders,  wh 
count  for  maybe  a  third  of  tha 
Finally,  a  reason  that  goes  back 
1967  merger  (Forbks,  Oct  15, 
which  was  the  genesis  of  today' 
Weinstock,  already  CEO  at  37, 
out    a    drastic    slimming  dow: 
brought  the  cash  flowing  in. 

American  investors  can  admire 
nold — knighted  in  1970  for  serv 
Britain's  exports — for  the  way  he  s 
last  year  to  the  Labour  government 
gent  restrictions  on  dividend  ini 
He  simply  capitalized  $347  mi 
reserves,  issued  capital  notes  again 
and  distributed  the  notes  to  sharel 
The  bureaucrats  are  still  fuming. 

That's  the  kind  of  fast  footworl 
stock's  new  American  competit 
expect  from  him.  ■ 


Sir  Arnold  Weinstock  of  the  other  GE 
With  $1.1  billion  left,  others  are  sure  to  follow  IHeic. 
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Awards  To 
Business 


Today,  business  and  industry 
are  making  unique  contribu- 
tions to  the  cultural  life  of 
this  country.  Corporations 
are  giving  generous  support 
and  sound  advice  to  visual 
and  performing  arts  pro- 
grams and  organizations 
everywhere.  For  a  better  life 
today,  and  the  best  life  to- 
morrow, we  hope  business  will 
continue  to  support  the  arts. 

Forbes  is  pleased  therefore, 
to  join  with  the  Business 
Committee  for  the  Arts  in 
sponsoring  the  "Business  in 


u 
o 
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the  Arts"  Awards  competi- 
tion, an  annual  corporate 
recognition  program  saluting 
businesses  for  outstanding 
programs  in  support  of  the 
arts.  If  your  company  is  in- 
volved in  arts  support  pro- 
grams, we'd  like  to  hear 
about  them.  For  full  details 
on  our  1978  Awards,  write: 

Douglas  J.  Morrison,  Administra- 
tor Business  In  the  Arts  "  Awards 
Business  Committee  for  the  Arts, 
1501  Broadway 
Mew  York,  Mew  York  10036 


Newsweek  International 
is  now  in  the  rich 
L^tin  American  market. 


what? 


The  picture's  vt'r\  dilleitMil  these  days. 
Latin  America  has  come  into  its 
own  as  a  market  of  international 
consequence. 

Oil.  Automobiles.  Agril)usiness. 

Minerals.  Latin  America  is  sending 

them  oft  to  the  world,  and  buying 

back  more  goods  in  return. 

The  GNP  of  the  major  Latin  nations 

is  advancing  at  a  rate  of  I0"o  per  year 

Exports  are  up  120%;  imports,  165%, 

in  just  five  years. 

And  a  new  breed  of  executive  is 

evolving. ..an  interjiaticKial  executive 

whose  l:)usiness  survival  demands  a 

global  view  of  events. 

Newsweek  International  is  giving  him 

that  view. 

On  August  1st,  the  premier  issue  of 
our  new  Latin  American  edition  went 
on  newsstands  an(i  into  mailboxes 
all  across  the  region. 


The  average  sale  is  now  45,(XXJ;  but  if 
past  is  prologue,  that  numl^er  should 
go  up  very  quickly 
For  Newsweek  is  the  world's  fastest 
growing  international  newsweekly- 
outselling  all  other  international 
media  on  newsstands  in  most  world 
m,irk(Ms,  and  rcac  hing  an  audience  far 
more  densely  populateci  with  men 


THE 

INTERNATIONAL 
NEWSMAGAZINE 


and  women  who  sit  at  the  top  of  the 
international  marketplace. 
They've  found  Newsweek 
International  better  serves  their 
need  for  information,  entertainment, 
insight  and  ideas. 

YouJI  find  Newsweek  International 
can  more  efficiently  serve  your 
marketing  needs. 

Starting  with  the  issue  of  lanuary  1st, 
1979,  we'll  accept  advertising  directed 
to  the  rich  Latin  American  market ...  to 
educated,  bi-lingual  business  people 
possessed  of  personal  wealth  and 
executive  power 

We  reach  these  people  in  Europe, 
the  Middle  East  and  Africa.  We  reach 
them  in  Asia  and  the  South  Pacific. 
Now  we'll  reach  them  in  Latin 
America. 
So  can  you. 


SAI  rSOinC  IS:  New  Vork  •  Chi(  .igo  •  los  Ang<'l<".  ■  S,in  F  ratu  l^(  o  •  Londiin  •  Amslcrd.im  •  frank  furl /Mdin  •  Geneva  •  Pans  •  Rome  -  Hung  Kong  -  Manila  •  (Jsaka  •  Sydney  •  Tol 
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The  Economy 


MONEY  8:  INVESTMENTS 


ny  Carter  richly  deserves  the  poor  under- 
'ding  people  have  of  his  economic  policies. 

ho's  in  charge  here? 


By  John  Berry 


|VRY  wAHNiNc;  issucd  by  the  Presi- 
ew  inflation  counselor,  Alfred 
at  failure  of  the  voluntary  wage- 
igram  could  lead  to  a  recession  or 
deep  depression"  was  only  the 
a  series  of  public  blunders  com- 
y  one  member  or  another  of  the 
ouse's  economic  team.  Kahn 
kes  a  big  joke  of  it  all  by  saymg 
topped  the  very  word  "depres- 
m  his  vocabulary  and  will  in- 
enceforth  use  the  word  "ba- 
as in  "deep,  deep  banana."  As 
it's  not  bad;  as  a  sign  that  the 
dministration  understands  the 
on  between  what  advisers  say 
people  think,  it's  frightening, 
blunder  lay  not  in  the  fact  that 
plainly.  That,  at  least,  was  re- 
But  he  clearly  failed  to  reckon — 
uld  have — on  the  certainty  that 
said  would  be  scrutmized  by 
and  the  press  the  world  over  in 
itual  search  for  nuance  and  im- 
One  inference  drawn  from  the 
eep  depression"  comment — a 
predictable  inference — was  a 
that  waitmg  around  the  corner, 
e  voluntary  pr!)gram  fail,  are 
ry  controls.  Well,  then,  was 
blunt  academician,  just  speak- 
n  mind?  Or  was  the  Adminis- 
Iready  laying  a  groundwork, 
ahn,  for  controls? 
such  reasons  that  the  public 
'Carter's  economic  policy  is  one 
ing  changeability,  of  advisers 
r  do  not  know  their  own  minds 
idds  with  each  other.  The  reali- 
nearly  so  bad  as  it  appears,  but 
e  probably  won't  be  changed 
eone  becomes  the  Administra- 
ief  economic  spokesman  and 
e  job. 

seems  to  want  the  lob,  though. 
Secretary    W.    Michael  Blu- 
by  virtue  of  his  position,  is  the 


natural  one  for  it.  Either  he  or  Charles 
Schultze,  the  chairman  of  the  Council  of 
Economic  Advisers,  probably  could  do  it. 
Neither  one  has  tried. 

Blumenthal  distrusts  a  large  segment 
of  the  press  and  shies  away  from  holding 
regular  general  press  conferences.  He  was 
badly  burned  in  1977  when  the  press 
picked  up  various  remarks  to  the  effect 
that,  based  on  economic  fundamentals, 
the  dollar  was  overvalued  compared  to 
the  deutsche  mark  and  yen.  He  was 
speaking  almost  purely  as  an  economist, 
which  he  is,  but  his  casual  comments 
created  a  furor  abroad.  Quickly,  his  ob- 
servation was  interpreted  as  part  of  a 
policy  of  "talking  down  the  dollar."  It 


lnjlalion  fighter  Kahii 

How  could  he  ignore  the  predictable? 


was  part  of  no  such  thing,  but  you  will 
never  be  able  to  convince  many  foreign 
economic  officials  and  bankers  of  that. 
Meanwhile,  the  U.S.  has  paid  and  is  pay- 
ing a  huge  price  for  the  dollar's  instabil- 
ity, which  Blumenthal's  unguarded 
words  certainly  made  far  worse. 

Schultze  has  run  into  lesser  buzz  saws. 
Witness  the  way  in  which  AFL-CIO 
President  George  Meany  seized  upon  his 
mention  of  the  hated  word  "prenotifica- 
tion"  in  connection  with  the  Adminis- 
tration's first  mild  anti-inflation  pro- 
gram in  March  1977  and  blew  it  out  of 
the  water.  Nevertheless  Schultze  has 
shown  no  inclination  to  lead  the  way  in 
public.  Partly  it  may  be  his  nature  and 
his  long  experience  as  a  behind-the- 
scenes  adviser.  Partly  it  may  be  an  un- 
willingness to  fight  for  the  job. 

When  Bert  Lance  was  around,  there 
could  be  no  such  contest.  As  director  of 
the  Office  of  Management  Budget 
Lance  never  tried  to  control  the  econom- 
ic policy  apparatus,  but  he  could  and  did 
speak  for  the  President  by  virtue  of  his 
close  friendship — sometimes  in  a  not 
awfully  clear  w;iy.  Example:  Lance's  ru- 
minations on  the  virtues  of  low  interest 
rates  helped  spark  an  embarrassing  and 
unintended  flap  between  the  White 
House  and  the  Federal  Reserve  over 
monetary  policy. 

If  President  Carter  himself  were  com- 
fortable with  economics  and  could  ex- 
plain what  he  is  about  clearly  and  con- 
cisely, the  absence  right  now  of  a  power- 
ful spokesman — as  distinct  from  an  all- 
powerful  policy  adviser — might  not  mat- 
ter so  much.  But  he  can't — witness  his 
lamentable  job  of  introducing  his  latest 
anti-inflation  effort  on  nationwide  tele- 
vision— and  likely  never  will.  His  press 
secretary,  jody  Powell,  lacks  the  time 
and  the  detailed  knowledge  that  is  re- 
quired. Publicist  Gerald  Rafshoon  stage- 
managed  the  introduction  of  the  wage- 
price  standards  and  merely  added  to  the 
confusion. 

Sooner  or  later  the  President  is  going 
to  have  to  pay  very  nearly  as  much  atten- 
tion to  seeing  to  it  that  his  policies  are 
understood  as  to  developing  the  policies 
themselves.  That  means  naming  a 
spokesman — and  telling  the  rest  of  the 
troops  not  to  cut  his  feet  out  from  under 
him.  Then  maybe  everyone  will  be  able 
to  stop  playing  daily  guessing  games  and 
start  paying  attention  to  the  real  policy 
shifts,  of  which  there  are  plenty.  ■ 
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Gapital  Markets 
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For  various  psycho- 
logical and  technical 
reasons  these  issues 
must  carry  higher 
yields  than  their  safety 
seems  to  indicate. 

TWO 
SPECIAL 
SITUA- 
TIONS^ 

By  Ben  Weberman 

Wn  M  INI'  LATION  BKUSll- 

iNG  10%,  it  is  increas- 
ingly    tempting  for 
high-bracket  individ- 
uals to  reach  for  high- 
yield  bonds  that  are  tax- 
JM^^  exempt,   not  ordinary 
SP^^^H  tax-exempts  whose  in- 
yVr  terest  rate     too  far  be- 

iH_^&_^^H  low  the  basic  inflation 
rate.  With  exceptionally  high-yield  tax- 
exempts  you  can  at  least  preserve  your 
basic  purchasing  power,  provided  the  m- 
terest  rate  approaches  the  inflation  rate. 
With  taxable  bonds,  by  contrast,  millions 
of  taxpayers  find  themselves  left  with 
only  4.5%  of  a,  say,  9%  yield. 

Two  interesting  situations  among 
high-yield  tax-exempts  are  Common- 
wealth of  Puerto  Rico  bonds  and  New 
York's  Municipal  Assistance  Corp.  These 
issues,  while  not  of  the  highest  quality, 
are  a  good  deal  sounder  than  most  inves- 
tors realize.  That  makes  them  a  kind  of 
special  situation  among  tax-exemptS;  for 
psychological  and  technical  reasons, 
these  issues  must  carry  higher  yields  than 
their  safety  would  seem  to  indicate. 
Long-term  MACs  yield  8.,S%,  Puerto 
Rico  bonds,  8%. 

Let's  compare  risks  and  rewards: 
Take  Puerto  Rico,  where  you  can  get 
8%  tax  free  iromall  income  taxes — feder- 
al, state  and  local.  There  are  questions 
about  the  future  of  the  commonwealth 
but  there  is  also  a  recent  record  of  sensible 
financial  restraint  that  cannot  but  be  re- 

Hen  VCi'hemuin  is  economics  editor  of  Forbks 
mtiffdzine. 


iissuring  to  potential  investors. 

Puerto  Rico  turned  fiscally  conservative 
well  before  it  became  fashionable  to  do  so 
on  the  mainland.  It  had  to.  The  New 
I'rogressive  Party  took  over  after  a  1960- 
70  economic  decline  and  embarked  on  an 
activist  fiscal  policy.  Government  spend- 
ing rose  rapidly.  In  1973  total  public  debt 
increased  18%,  followed  by  a  rise  of  24% 
in  fiscal  1974and41%  in  fiscal  1975.  From 
June  30,  1973  to  June  30,  1976,  long-term 
debt  of  the  commonwealth  nearly  dou- 
bled, to  $5.8  billion  from  $3  billion.  This 
had  the  effect  of  raising  public  debt  to  a 
shocking  77%  ofgross  national  product.  In 
the  U.S.,  total  public  debt  runs  consistent- 
ly close  to  55%  of  GNP. 

Shaken  by  public  resistance  to  Puerto 
Rican  credit,  the  succeeding  administra- 
tion, which  came  in  during  1972,  took 
action.  The  government  and  the  Govern- 
ment Development  Bank  (the  financial 
adviser  and  fiscal  agent  for  the  common- 
wealth) clamped  down  on  spending  and  on 
borrowing  and  for  the  fiscal  year  ended 
June  30,  1973  public  debt  in  Puerto  Rico 
grew  by  less  than  3%. 

So,  the  irresponsible  spending  is  over, 
but  the  memory  lingers  on — it  always 
does  in  the  bond  market,  where  one  ad- 
ministration frequently  must  pay  for  the 
fiscal  sins  of  its  predecessors. 

With  such  a  history,  Puerto  Rico  is 
taken  to  the  cleaners  when  money  must 
be  raised  publicly.  On  Nov.  10,  when  the 
commonwealth  sold  $100  million  of  full- 
faith-and-ciedit  obligations,  the  24-year 
bond  due  in  2002  was  priced  to  yield  8%. 

Remember:  By  federal  law,  Puerto  Ri- 
can bonds  are  exempt  not  only  from  feder- 
al income  taxes  but  from  state  and  local 
ones  as  well.  To  do  as  well  as  that  8% — if 
you  are  in  a  combined  marginal  tax  brack- 
et of  50% — you'd  have  to  find  16%  on  a 
good  taxable  bond;  in  the  60%  combined 
bracket,  you'd  need  20%!  Compare  this 
with  taxable  "junk"  bonds  paying  1 1  %  or 
so  and  the  Puerto  Rico  bonds  look  both 
safer  and  more  profitable  by  comparison. 
In  fact,  Standard  <lk  Poor's  ranks  them  A — ' 
its  third-highest  rating. 

What  about  the  MACs?  These  obliga- 
tions of  a  New  York  State  entity  carry 
interest  that  is  free  from  federal  taxes 
and  from  New  York  income  taxes. 

The  MACs  are  graded  Baa  by  Moody's 
and  A  by  S&P's.  Bonds  of  this  quality  due 
in  25  or  30  years  should  carry  an  interest 
return  of  about  7'/2%.  The  MACs,  how- 
ever, are  in  the  8'/2%  range. 


If  there  is  no  deep  recession,  bo 
bond  issues  should  perform  admi 
the  market. 

The  MACs'  case  is  especially  i| 
ing.  Its  debt  totaled  $5.1  billion 
30  before  the  latest  $650  million 
ber  financing.  Most  was  sold  to 
forced  upon — local  financial  inst 
and  city  pension  funds.  Curreij 
call  for  an  additional  $4  billion  j 
bonds  to  be  sold  before  June  3(| 
including$I  billion  directly  to  th< 
That  IS  quite  a  sizable  chunk  oi 
particularly  because  the  privaiel\ 
bonds  can  be  reoffered  to  the  p» 
their  original  institutional  purchj 

Of  the  debt  outstanding,  there 
billion  so-called  First  Resolutioil 
which  have  a  claim  on  sales  taj 
stock  transfer  taxes  collected  by  D 
for  the  city.  Proceeds  are  turnedj 
MAC  to  take  care  of  investors. 

The  Second  Resolution  bonds 


IS 


If  there  is  no  deep  recei  ice 
both   of  these    bond   i  ^' 
should  perform  admirai 
the  market. 

111 

of  second  mortgage,  have  a  sec(l^> 
on  the  sales  tax  and  the  stock 
tax.  In  addition,  they  have  acces 
capita  aid  paid  by  the  state  to  tb 
In  bond  analysis  terms,  the 
Resolution  bond  debt  service 
and  principal   repayments)  is 
6.75  times.  Such  a  ratio  is  quite  I 
worthy  of  Aaa-rated  debt. 

Why,  then,  don't  the  bonds 
better  rating?  Because  there  can 
firm  commitment  from  the  state 
tinue  diverting  tax  collections! 
bondholders.  By  statute,  no  Icj 
can  commit  a  subsequent  legis 
any  such  act.  In  effect,  no  guarar 

However,  while  inflation  conti  ^ 
high  rate,  the  volume  of  sales  ta: 
tions  will  be  enhanced  by  highc 
charged  in  stores  and  restaurants 
coverage  will  continue  to  impro\i 
If  you  don't  want  risk,  buy  a  A^ 
federally  guaranteed  housing  a^ 
bond  and  get  5.5%  tax  free,  but  5.5 
even  preserve  your  capital  in  8% 
inflation  whereas  8%  or  8.5%  i 
seems  odd  that  one  must  take  risk 
to  preserve  capital,  but  that's  wl 
tion  is  all  about.  In  the  case  of  til 
and  the  Puerto  Rico  bonds,  the  la  fOO 
risk  seems  relatively  slight — a  W 
heaven  knows,  there  can  be  p 
interim  fluctuations. 
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FORBES,  DECEMBE 


In  today's  nervous  stock  market  should  you. . . 


Suy?  Sell?  Do  Nothing? 

More  specificady,  what  should  you  do  NOW  about 
these  (or  1700  other)  fast-changing  stocks? 


AT&T 

BALLY  MFG. 

BOEING 

CHRYSLER 

CITICORP 

DOW  CHEMICAL 

EASTERN  AIR  LINES 


EASTMAN  KODAK 
EXXON 

GENERAL  MOTORS 
ITT 

OCCIDENTAL  PETRO. 
PAN  AMER  AIRLINES 
POLAROID 


RCA  ^\ 

RAMADA  INNS 

SEARS  ROEBUCK 

SONY 

TEXACO 

UAL 

WESTINGHOUSE 


've  picked  the  21  stocks  above  for  illus- 
ion—from more  than  1700  regularly 
•ered  by  The  Value  Line  Investment  Sur- 
— because  each  has  recently  been  on  the 
Dst  active"  list  and  may  therefore  be  of 
icial  interest. 

i  stock  market,  and  the  investment  values 
rein,  are  now  going  through  a  great  deal 
ipid  change.  This  is  no  time  to  sit  on  your 
\ds.  It  is  urgent,  v^re  think,  that  you  check 
tiout  delay  every  stock  that  interests  or 
xerns  you  to  see  if  it  currently  offers  the 
Ijstment  credentials  most  important  to 
To  illustrate,  let's  look  at  the  stocks 
bd  above: 

FORMANCE:  Every  one  of  these 
;ks— af  0f7e  time  or  another— has  offered 
prospect  of  superior  relative  price  per- 
lance.  Right  now,  however.  Value  Line 
■ygs  suggest  that  5  of  these  stocks 
uld  be  avoided  for  the  time  being.  On 
other  hand,  we  estimate  that  7  of  the 
,'  ks  above  will  clearly  outperform  most 
1  5i  stocks  in  the  next  12  months. 

'  -ETY:  Eight  of  the  stocks  listed  carry 
srior  Value  Line  ratings  for  Safety,  mean- 
hey  have  typically  demonstrated  great- 

!  nee  stability  than  the  majority  of  stocks. 

I  other  stocks  on  the  list  rate  only  average 
iwer  on  this  score. 

LD:  The  dividend  yields  of  these  stocks 
1  mated  by  Value  Line  for  the  12  months 
I  ad  range  all  the  way  from  9.7%  to  Nil. 
I  of  the  stocks  offer  yields  below  4.9%. 
I  '  6  stocks  provide  yields  of  6.5%  or 
•  er. 

I  'RECIATION:  Value  Line's  estimates 
I  ppreciatlon  Potential  in  the  next  3  to  5 
!  s  for  these  stocks  range  all  the  way  from 
litry  25%  up  to  more  than  300%.  Eight 
:  ks  offer  long-term  potentials  of  175% 
ligher. 

il  data  above  come  from  a  recent  issue 
t  le  Value  Line  Survey.  For  actual  invest- 
|i  decisions,  be  sure  to  see  the  latest 
ly  Value  Line  edition.) 

ERE  ELSE  CAN  YOU 
ALL  THIS? 

Line  gives  you  the  key  ratings  out- 
above,  updated  every  week,  for  EACH 
00  stocks— so  you  can  make  coherent 
larisons  of  any  stock  against  any  others 
espect  to  the  investment  attributes  you 
bout.  In  addition,  Value  Line  regularly 
nts  comprehensive  full-page  Research 
rts,  with  1 5-year  vital  statistics,  for  each 
DO  stocks. 

jply  the  same  quality  and  comprehen- 
sss  of  research  and  evaluation  not  only 
lually  every  "big  name"  stock  (like  the 
listed  above)  but  also  to  more  than  a 
and  "lesser"  stocks— which  make  up  a 
cant  part  of  a  great  many  portfolios. 


We  realize  that  when  YOUR  money  is  in- 
volved, an  investment  in  U.S.  FILTER  can  be 
just  as  important  as  the  same  amount  in  U.S. 
STEEL. 

If  you  want  to  re-assess  your  stock  portfolio 
with  an  eye  to  greater  rewards  and/or  lower 
risks  in  today's  unusual  market.  ...  if  you 
want  to  make  rational  decisions  about  what 
stocks  to  hold,  sell,  or  buy  now.  ...  we  be- 
lieve that  no  other  source  even  comes  close 
to  providing  the  help  that  Value  Line  sys- 
tematically gives  you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1700  stocks  relative  to  all  the  others,  as 
follows.  .  .  . 


Rank  for  Probable  Price  Performance  in 
the  Next  12  fvlonths— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  ur- 
gently suggest  you  sfay  away  from  the 
400  stocks  now  ranked  4  or  5. 
Rank  for  investment  Safety  (from  1 
down  to  5).  If  Safety  is  important  to  you, 
we  suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 
Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen " 
of  the  100  stocks  with  the  highest  yields, 
which  recently  ranged  from  9.6%  to  20.9%. 
Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years— showing  the  percent- 
age change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  recently  ranged  from  235%to 
575%. 

P/E  Ratio  and  current  price,  plus  esti- 
mated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


d) 


e) 


PLUS  FULL-PAGE  REPORTS 

In  addition  to  the  weekly  coverage  above, 
each  of  the  1700  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Research  Re- 
port at  least  once  every  three  months — in- 
cluding 22  series  of  vital  financial  and  oper- 
ating statistics  going  back  15  years  and  esti- 
mated 3  to  5  years  ahead.  About  130  new 
full-page  Reports  like  this  are  issued  each 
week.  .  .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line 
Investment  Survey  (with  30-day  money-back 
guarantee)  for  the  next  10  weeks  for  only 
$29— about  HALF  the  regular  rate— if  no  one 
in  your  household  has  subscribed  in  the 
past  two  years.  And  you  get  these  two 
bonuses: 

BONUS  #1  — 

Value  Line's  2400- 
page  Investors 
Reference  Service  in- 
cluding our  latest  full- 
page  Reports  on  each 
of  1700  stocks— fully 
indexed  and  looseleaf- 
bound  for  easy 
reference,  and  sys- 
tematically updated  by 
new  full-page  Reports 
in  the  weeks  ahead. 


BONUS  #2— 

Investing  in  Common 
Stocks,  the  64-page 
"classic"  by  Arnold 
Bernhard,  Value  Line's 
founder  and  research 
chief,  revealing 
methods  of  stock 
evaluation  that  took 
decades  to  refine.  You 
KEEP  this  book  even  if 
you  return  the  other 
material  for  your 
money  back 


Investing  in 
Common  Stocks 


•  ilblkciKlal 

The  Valu(  Line  Rankings 
andolherCnlcriiof 
Slock  Value 


This  subscrif)tion  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  investments. 
To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


SIGNATURE 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &Co.,lnc.  711  Third  Avenue,  N.Y.,  N.Y,  10017 

.  □  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 
$295.  (Does  not  include  the  calculator.) 
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NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request.  (NY  residents 
add  sales  tax  ) 


Stock  Comment 


Knowing  that  a  stable 
dollar  is  vital  for  a 
firm  stock  market, 
Wall  Street  seems  to 
welcome  swallowing 
the  bitter  pills  of  a  sky- 
high  prime  rate  and  a 
tight  Federal  Reserve 
policy. 

REGAIN- 
ING EQUI- 
LIBRIUM 

By  Heinz  H.  Biel 


The  dollar,  it  seems, 
has  regained  its  equi- 
librium, at  least  for  the 
■li.  ...  -"fflW  time  being.  The  war 
W^^fT'^m  chest  for  its  defense 
should  prove  adequate 
to  maintain  a  fairly 
high  degree  of  stability, 
unless  lax  economic, 
fiscal  and  monetary 
policies  on  our  part  provoke  another  bear 
attack  on  the  dollar  like  the  one  that  hit 
the  foreign  exchange  markets  a  few 
months  ago. 

The  stock  market,  too,  has  regained  its 
equilibrium.  It  bounded  back  from  its 
October  low  and  recently  has  been  show- 
ing signs  of  strength,  as  is  traditional  at 
this  time  of  the  year.  While  the  apparent 
success  in  arresting  the  downward  slide 
of  the  dollar  was  an  essential  and  strong- 
ly positive  market  factor,  business  news, 
i.e.,  cwreiit  business  news,  also  has  been 
largely  favorable. 

Apparently  the  steady  rise  in  money 
rates  to  ever  higher  levels  no  longer  exerts 
a  negative  influence  on  the  market  as  it 
nearly  always  used  to  do.  Having  been 
taught  by  recent  experience  that  high 
interest  rates  are  needed  to  stabilize  the 
dollar's  position  vis-a-vis  the  world's  ma- 
jor currencies,  and  knowing  that  a  stable 
dollar  is  vital  for  a  firm  stock  market,  Wall 

Heinz  H  Biel  is  a  vice  preside)tl  of  the  N\'SE  firm  of 
Jamie)'  Moritgomen'  Scott 


Street  seems  to  welcome  swallowing  the 
bitter  pills  of  a  sky-high  prime  rate  and  a 
tight  Federal  Reserve  policy. 

We  are  now  in  a  transitional  period.  It 
•is  too  soon  to  pass  judgment  on  the  suc- 
cess or  failure  of  the  President's  policies 
of  wage/price  guidelines  and  for  the  de- 
fense of  the  dollar.  Time  will  tell,  but 
what  dp  we  do  in  the  meantime? 

The  whole  foundation  of  the  Adminis- 
tration's programs  is  wobbly.  The  fact 
that  the  problems  are  all  interrelated 
makes  their  solution  so  darn  difficult. 
Unless  we  succeed  in  reducing  the  rate  of 
inflation,  the  dollar  cannot  be  stabilized 
indefinitely;  and  unless  we  can  accom- 
plish that,  we  will  get  into  deep,  deep 
trouble — sooner  or  later.  I  have  a  great 
deal  of  respect  for  Alfred  E.  Kahn,  the 
former  head  of  the  Civil  Aeronautics 
Board,  who  has  accepted  the  thankless 
and  probably  hopeless  job  as  guidelines 
czar.  His  outspokenness  is  admirable, 
even  though  it  embarrasses  his  boss  and 
other  Administration  people.  He  knows 
what  is  at  stake  and  that  this  is  no  time 
for  pussyfooting.  But  even  he  has  doubts 
that  the  dollar  stabilization  and  anti-in- 
flation programs  can  work. 

I  find  it  difficult  to  speculate  how  the 
stock  market  will  behave  under  the  pres- 
ent set  of  circumstances,  which  is  unusu- 
al although  not  unprecedented.  Visualiz- 
ing in  my  mind  the  market  scene  for 
1979,  it  seems  to  me  that  the  downside 
risk  may  be  about  100  to  150  points  on 
the  Dow  Jones  industrial  average,  against 
an  upside  potential  of  about  half  as  much. 
These  are  not  happy  odds,  but  they  are  the 
reason  why  I  have  been  suggesting  to 
investors  to  travel  more  lightly  and  not  to 
commit  reserves  too  soon. 

It  is  not  meant  as  a  hedge  or  an  equivo- 
cation when  I  say  that  I  am  not  nearly  as 
bearish  as  all  this  may  sound.  Investors 
should  own  stock,  although  substantially 
less  than  full  capacity.  Indeed,  I  would 
not  be  surprised  if  a  year  from  now  the 
market  averages  would  be  close  to  to- 
day's levels,  perhaps  even  a  bit  higher.  By 
then  any  recession — if  it  should  come 
soon — may  be  approaching  its  end.  The 
stock  market  usually  hits  bottom  some 
three  to  six  months  before  the  economy 
reaches  its  low  point. 

Because  of  the  steep  rise  in  money 
rates,  we  have  once  again  the  compara- 
tively rare  situation  where  yields  on 
short-term  investments  are  higher  than 
on  long-term  bonds.  Normally  the  re- 
verse is  the  case,  because  the  price  risk  is 
far  greater  over  a  20-  or  30-year  period 
than  in  terms  of  a  few  months  or  a  cou- 
ple of  years.  Yields  on  govemment  secur- 
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ities  show  this  most  clearly.  C 
Treasury  notes,  maturing  next  si 
it  IS  close  to  10%.  Two  years  c 
mid- 1 981,  the  yield  drops  to  alx 
on  the  longest-term  Treasuries,  ir 
in  2,5  or  30  years,  it's  barely  SYa"/ 
Some  advisers  suggest  forgo 
(temporary)  high  return  on  shcj 
securities  and  switch  into  loj 
bonds  in  order  to  "nail  down" 
high  yields.  I  propose  that  indivij 
vestors  reject  this  advice.  My  mi 
son  is  that  I  do  not  consider  loi 
bonds  a  good  investment  so  long; 
aftertax  yield  is  materially  low 
the  rate  of  inflation — as  has  b 
case  for  many  years.  This  does  m 
to  investment  policies  of  life  in 
companies  and  the  like,  whic 
have  to  give  a  hoot  about  inflat 
cause  their  future  liabilities  are  ej 
in  the  same  dollars  in  which  thci 
Elderly  investors,  who  have  to  m| 
ciareiit  income,  should  now  avoi 
yielding  long-term  bonds.  The>j 


/  would  not  be  surprisel 
year  from   now   the  n\ 
averages  would  he  cIos< 
day's  levels,  perhaps 
bit  higher.  By  then  any 
sion — if  it  should  come  il 
may  be  approaching  its  A 
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buy  bonds  within  the  maturity 
their  life  expectancy. 

Now,  as  far  as  "nailing  dowi 
high  yields  is  concerned:  First  of 
can  say  with  any  degree  of  certa: 
we  have  seen  the  peak  in  intere  n 
And  second,  why  does  the  nailij  tad. 
have  to  be  in  bonds,  why  not 
utility  stocks  whose  periodic,  i.e 
annual,  dividend  increases  ha| 
very  far  to  protect  at  least  the 
against  the  eroding  effects  of  inf 
Finally,  always  keep  in  mind 
purpose  of  setting  up  an  in\ 
reserve  is  instant  availability, 
tie  it  up  in  a  six-months  savii 
certificate  undermines  this  prin 
pose.  The  highly  popular  mone]| 
funds,  where  one  can  withdra^il 
by  simply  writing  a  check, 
suited  for  harboring  reserves  ti|rtp 
ily.  The  present  yield,  which  fl 
daily,  is  better  than  9% .  The  acc,^, 
cost  IS  ml.  ■  i 
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Commodities 


November  Cattle- 
^eed  Report  took 
trade  by  surprise, 
n't  the  reports  al- 
s  do  that?) 
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iBy  Stanley  W.  Angrist 


ilk. 


In  early  1977  a  story 
was  going  around  that 
seemed  to  describe  the 
cattle  industry  to  per- 
fection. One  man  stole 
a  couple  hundred  head 
of  cattle  while  another 
stole  1,000  bushels  of 
corn.  They  teamed  up 
and  fed  the  corn  to  the 
hen  the  two  men  took  the  cattle 
t  they  managed  to  lose  only  $50 


1 


es  they  are  a-changing.  In  less 
4  months  since  the  time  of  the 
iry,  feedlot  operators  have  pro- 
em a  situation  where  they  were 
|00  or  more  a  head  to  one  that 
ing  them  profits  of  $100  to 
ad. 

examination  of  cattle  popula- 
bers  in  the  U.S.  is  instructive, 
d  of  World  War  n  there  were 
|7  million  cattle  in  the  U.S.  By 
number  had  risen  to  61.2  mil- 
(liiponse  to  the  country's  appetite 
y  to  pay  for  beef.  In  1965  cattle 
1  had  reached  109  million  and 
climbing,  reaching  an  alltime 
75  of  131.8  million  head.  Sup- 
far  exceeded  demand;  profits 
operators  and  ranchers  turned 
.  They  began  to  liquidate  their 
rthermore,  several  regions  of 


\ngrist  is  a  professor  at  Carnegie- 
'ersity,  and  the  author  of  Sensible 
in  Commodities. 


the  country  were  hit  by  severe  drought. 
For  the  U.S.  as  a  whole,  total  cattle  popu- 
lation has  fallen  by  about  12%  in  the 
three  years  since  1975.  Cattle  population 
was  down  to  121.6  million  on  July  I  of 
this  year  and  it  is  estimated  to  collapse 
to  112  million  by  fan.  1,  1979. 

The  1974  drought  in  the  Midwest  re- 
duced the  corn  crop  by  30%,  causing  a 
decline  in  hog  production.  This  shortfall 
in  hogs  produced  high-priced  pork,  forc- 
ing the  consumer  to  satisfy  his  demand 
for  red  meat  by  turning  to  beef.  Thus, 
disaster  for  the  cattle  industry  was 
staved  off  for  a  few  months. 

Liquidation  of  the  herd  continued, 
however,  and  in  late  1977  retail  beef 
prices  were  still  at  the  bargain  levels  of 
the  early  1970s,  averaging  below  $1.50 
per  pound.  But  the  cattle  industry,  if 
nothing  else,  is  the  perfect  embodiment 
of  the  truism  that  the  seeds  of  the  next 
bull  market  lie  among  the  ashes  of  any 
bear  market  in  progress. 

By  early  1978  prices  were  climbing 
again,  which  caused  feedlot  operators  to 
send  their  cattle  to  market  as  soon  as 
they  reached  minimum  weight  and  qual- 
ity standards  of  packers.  (This  marketing 
strategy  is  sometimes  known  in  the 
trade  as  "take  the  money  and  run.")  In 
addition,  the  horrendous  weather  of  Jan- 
uary and  February  had  a  deterrent  effect 
on  weight  gain  for  cattle.  This  combina- 
tion of  factors  prevented  any  real  backlog 
of  cattle  from  developing. 

By  late  May  cash  prices  for  steers 
reached  an  alltime  high.  By  then  retailers 
had  advanced  their  prices  to  compensate 
for  rising  wholesale  prices.  The  average 
price  of  five  representative  cuts  in  early 
June  had  reached  $2.09  per  pound — yet 
another  alltime  high  and  up  from  $1.50 
in  late  1977. 

But  in  June  the  government  also  an- 
nounced that  an  additional  200  million 
pounds  of  beef  would  be  imported  into 
the  U.S.  to  provide  competition  for  do- 
mestic supplies.  This  combination  pro- 
duced a  sharp  reaction  in  demand  for  live 
cattle,  and  prices  fell  about  10  cents  per 
pound  before  finding  support. 

The  demand  side  of  the  beef  picture  is 
as  interesting  a  part  of  the  puzzle  as  the 
supply  side.  Demand  appears  to  be  influ- 
enced by  population,  disposable  income, 
consumer  tastes,  the  price  of  substitutes 
and  so  on.  The  U.S.  Department  of  Agri- 
culture reports  that  historically  consum- 
ers have  spent  a  little  over  2%  of  their 
disposable  income  on  beef.  (In  the  third 
quarter  of  1975  they  spent  2.73%,  while 
in  the  fourth  quarter  of  1977  it  dropped 
to  2.10%.)  A  recession  would  reduce  dis- 


MONEY&  INVESTMENTS 


posable  income,  which  in  turn  would 
reduce  the  demand  for  beef.  (There  is  a 
tendency  in  the  cattle  industry  during 
times  of  depressed  prices  to  worry  that 
consumers  have  lost  their  taste  for  beef. 
There  is  no  evidence  to  substantiate  this 
worry.  Consumers  simply  will  not  spend 
more  than  a  certain  share  of  their  dispos- 
able income  on  beef,  regardless  of  its 
price.  It  is  of  course  this  response  that 
dampens  demand  in  times  of  both  high 
and  low  prices.) 

The  November  Cattle-on-Feed  Report 
took  the  trade  by  surprise.  (Don't  the 


The  futures  marfcet  now  exhib- 
its a  pattern  that  says  prices 
will  be  much  higher  next  fall 
than  next  spring.  I,  for  one, 
dont  believe  it. 


reports  always  do  that?)  The  report 
showed  a  14%  increase  in  cattle  on  feed 
on  Nov.  1  over  a  year  earlier — a  number 
that  would  normally  be  considered  bear- 
ish for  prices.  (Cattle  on  feed  on  Oct.  I 
was  also  up  23%  over  a  year  ago.)  How- 
ever, the  same  report  showed  that  4% 
fewer  cattle  were  placed  in  feedlots  this 
October  in  comparison  with  last  year.  To 
add  to  this  bit  of  bullish  news  it  turns  out 
that  marketings  were  up  17%  in  October 
1978  as  compared  with  October  1977. 

The  futures  market  now  exhibits  a  pat- 
tern that  says  prices  will  be  higher  next 
fall  than  next  spring.  I,  for  one,  don't 
believe  it.  Given  the  odds  in  favor  of  a 
substantial  slowdown  in  the  economy 
and  the  probability  that  additional  cattle 
will  come  to  market  next  fall,  I  believe 
that  the  current  price  differential  be- 
tween the  April  and  October  contracts 
will  disappear. 

At  present  the  April  cattle  contract 
trades  at  a  120-point  discount  to  the  Oc- 
tober. I  believe  that  this  discount  will  not 
only  disappear  but  that  April  could  again 
sell  at  a  lOO-point  premium  to  October 
as  it  did  in  mid-September.  Therefore,  I 
am  recommending  that  traders  buy  April 
and  sell  October  with  October  at  least  at 
a  150-point  premium  to  April.  I  would 
risk  no  more  than  125  points  ($500  per 
spread)  on  the  trade.  If  the  trade  moves 
as  expected,  the  profit  potential  is  250 
points  or  $1,000  per  spread.  The  margin 
on  this  trade  is  $600,  while  the  round- 
turn  commission  is  about  $60.  ■ 
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DON'T  ASK  YOUR 
SAVINGS  ACCOUNT 
FOR  TAX-FREE  INCOME. 

ASK  US. 


Keep  enoug'h  money  in  your  savinf^s  atvounl 
to  cover  emergencies.. .but  if  you  have  surplus 
savings  make  part  of  it  work  h;irder  for  you. 

The  Kowe  Price  Ta.\-Free  Income  Fund 
invests  in  municipal  lionds  and  offers  you: 

•  Tax-FVee  Income— no  income  U\x  for  the  IRS*. 

•  No-Load~no  sales  charge  or  redemirt.ion  fee. 

•  Immediate  Liquidity— by  telephone  or 
writing  a  check. 

•  Low  Minimum— as  little  as  $1,000  can  start 
you  recei\nng  tax-free  income. 

•  Easy— just  send  in  the  coupon  or  call  Toll  Free 
1-800-638-1527.  If  busy,  or  in  Mary  land,  call 

.30i-r>47-2i:«. 


ROWE  PRICE  TAX-FREE 
INCOME  FUND,  INC. 

100  E.  Pralt  Street.  Baltimore.  Maryland  21202 
Name  


Address  _ 

City  


-Zip_ 


For  nmri.'  (-(impU't.'  info 


:iiinri,  including  management  fee  and 
^  Mi,t;iir,  .1  prospectus.  Read  it 
.  r  -.mi  [iiMnev.  'Income  may  be 


Consecutive  dividend 
payments  since  1909 


QUARTERLY  DIVIDEND 
INCREASED 

to  60C  per  common  share 
(formerly  59C  per  share.) 

A  quarterly  dividend  at  the  in- 
creased rate  of  60C  per  common 
share  has  been  declared  payable 
February  2,  1979,  to  stockhold- 
ers of  record  January  9,  1979. 
Regular  quarterly  dividends  on 
all  preferred  stock  will  be  pay- 
able January  1,  1979,  to  holders 
of  record  December  1,  1978. 

J.  Paul  Glahn 
Vice  President  and  Treasurer 

Iowa  Power  and  Light  Company 

666  Grand  Avenue 
Des  Moines,  Iowa  50303 


StockTrends 


In  the  rest  of  the  in- 
dustrialized world,  se- 
curities markets  were 
rejoicing  at  their  vari- 
ous governments  re- 
straint and  going  up 
sharply. 

EUROPE- 
ANS ARE 
GETTING 
ITCHY 

By  Myron  Simons 

I'm  recently  back 
from  Europe  and  the 
good  news  is  that  Euro- 
pean bankers  and  busi- 
nessmen are  just  itch- 
ing for  the  signal  that 
^y^^^         it's  time  to  buy  U.S. 

stocks — once  they  feel 
l^  ^HH  that  the  dollar  is  finally 

wL^M  ^^kJ  on  its  way  up.  That 

now  seems  more  and  more  likely.  They'd 
also  like  to  know  just  how  much  effect 
our  expected  recession  will  have  on  cor- 
porate earnings.  If  the  recession  proves 
relatively  mild — which  it  looks  to  be — 
they  will  be  strongly  tempted  into  a  mar- 
ket where  price/earnings  ratios  are 
historically  very,  very  low.  From  this 
point  on,  it  shouldn't  take  much  to  con- 
vince them  to  jump  aboard. 

Actually,  it's  hard  to  see  why  the  mar- 
ket was  so  shocked  by  recession  fore- 
casts. We  have  been  hearing  such  talk 
since  the  beginning  of  the  year.  Since  the 
large  institutional  investors  really  bought 
that  idea,  the  stock  market  remained, 
remarkably  restrained  even  in  the  face  of 
record  earnings.  Meanwhile,  in  the  rest 
of  the  industrialized  world,  securities 
markets  were  rejoicing  at  their  various 
governments'  restraint  and  going  up 
sharply,  some  of  them  to  alltime  highs. 
Relatively,  our  stock  market  is  so  under- 
valued that  it's  hard  to  imagine  it  plung- 
ing to  the  depths  some  pessimists  ex 

Myron  Simons  is  a  vice  president  of  the  NYSE  firm 
ofCowen  &  Co. 
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pect.  Any  real  decline  is  like 
checked  by  the  institutional  anc 
money  waiting  on  the  sidelines. 

A  look  at  how  the  economy  is 
shape  up  suggests  a  stock  marka 
gy  that  ought  to  be  successful.  T 
obvious  weaknesses  are  likely 
the  retail  sectors  and  in  housi 
Federal  Reserve's  tight  money  | 
apt  to  send  housing  starts  reelin 
ward  by  10%  to  20%  next  y( 
consumer  isn't  likely  to  want  tc 
ue  buying  automobiles  and  oth 
bles  with  borrowed  money  for  v 
has  to  pay  such  high  interest  rat 
cially  if  he  has  the  vaguest  hope 
inflation  rate  will  slow  down  a  1 
though  the  stocks  of  most  co 
that  will  apparently  be  affected 
ing  at  near-bargain  levels,  it  is  pi 
good  idea  to  avoid  retail,  housi 
and  appliance  stocks  until  the  61 
the  impact  of  a  slowdown  on  thjp 
ings  is  easier  to  determine. 

Fortunately,  there  are  plenty 
areas.  Many  companies  are  1| 
avoid  the  kind  of  recession  we 
ably  looking  at.  In  fact,  in  my  lai 
of  articles,  I've  suggested  a  nij 
recession-resistant  stocks.  Som^ 
have  gone  up  and  down  like  yo 
they  still  seem  likely  to  continui 
higher  earnings  in  the  foreseeab! 
Let  me  bring  you  up  to  date  on 

The  booming  market  for  ne\|| 
both  military  and  civilian,  is  o: 
most  exciting  prospects  of  the 
for  at  least  five  years  out.  In 
aircraft  industry  may  be  one  of 
ing  forces  for  the  next  year 
Boeing  (71)  has  put  record  sales 
for  its  present  planes  as  well ' 
whole  generation  of  new  ones, 
should  be  $6.90  this  year,  $9  nei 
al  Dynamics  (80),  because  of  hujj 
offs,  will  post  a  loss  this  year,  H 
post  a  profit  of  $16  next.  Thesi 
nies  will  simply  snort  at  recessij 

If  Pneumo  (23)  has  any  prol 
isn't  because  it  fears  a  slowdoll 
ders.  It  keeps  getting  new  ord|et 
the  aircraft  industry  for  landing 
controls  for  engines  for  the  ne^ 
In  some  cases,  it  won't  start  C 
until  1980  or  1981.  Meanwhile, 
build  up  its  production  capabi 
has  written  off  the  cost  as  it  we 
Earnings  for  this  year  will  be  01 
to  $2.20.  Next  year,  recession 
should  start  earning  in  the  $3-pj 
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Why  tax  selling 
time  is  a  good  time 
to  try  Source, 

Instead  of  going  back  to  the  broker  who  may 
be  the  reason  you're  selHng  at  a  loss,  try  Source. 
Rather  than  getting  more  advice,  you'll  pay  less  in 
commissions.  And  you'll  get  fast,  accurate  trans- 
actions dealing  directly  with  a  team  of  trading 
specialists  instead  of  a  commissioned  salesman. 

Just  as  important,  you'll  get  maximum  security 
for  your  assets.  Every  Source  account  is  backed  by 
the  financial  strength  of  our  national  clearing  firm., 
as  well  as  $500,000  in  account  protection. 

Tax  selling  is  not  something  you  should  leave 
until  the  last  moment  or  even  the  last  month.  To  make 
sure  your  tax  selling  meets  all  the  requirements,  call 
us  today.  Our  toll-free  numbers:  800-221-5338  or  in 
New  York  State  212-269-9127  collect. 

Source  Securities  Corp.,  70  Pine  St.,  New  York,  N.Y.  lOOOs"^ 

n  Please  have  someone  call  me  about  my  tax  selling, 
n  Please  send  me  your  free  Commissions  and  Services 
brochure  and  new  account  application. 

Name  


Address. 


City  State  Zip_ 

Bus.  Tel.  (  )  Home  Tel.  (  )  


L_^^  FOR  12/25  I 

— — ^ii^  ^^^^«  ■■  — i — —J 


MEMBER  [srvSE.  NASD.  SIPC 

The  broker  for  experienced  investors 


Christmas  Seals 
Fight  Lung  Disease 


space  coniriDutec)  t)y  the  publishef  as  a  public  service 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

kical  l(»r  t'M-ciitivt'  typt'  pcrM)ii.  W  E  Ins. 
and  sKKkbrokers.  Onerate  from  your  own 
dignified  professional  otrice.  Clients  come 
to  you  for  Busint-ss  ('upital  Assistance.  Must 
he  sincere  with  well-rounded  husiness  l)ack- 
^roinid.  Instant  Hi  income  for  ri^ht  person. 

$U.S.  18,000  Cash  Will  Handle 

For  delaih  wrile  givinft  phone  no  to 

OR  Call  Mr.  Vanden  (213)  463-4841 

Oept  5.  Compulei  Capital  Corft 
632?  Hollywood  Blvd  .  Los  Angeles,  Calit  90028 


Mpe... 

Christmas 
^Present 

oJalL 

Over  three  million  people  are 
helped  during  the  holiday  sea- 
son by  The  Salvation  Army. 

Some  of  the  families  Vk'ho  need 
toys  for  their  children,  or  a 
good  dinner,  learn  that  The  Sal- 
vation Army  offers  more  than 
a  Christmas  "handout".  Its 
skilled  counsellors  help  quarrell- 
ing families  sort  out  their  differ- 
ences. Start  talking  to  each 
other  again.  Bridge  the  genera- 
tion gap.  Counsel  the  job  seeker. 
Teach  budgeting.  Steer  over- 
burdened parents  to  other  Sal- 
vation Army  resources  —  day 
care  centers  or  after-school 
recreation.  The  goal:  to  help 
the  family  become  self-suffi- 
cient, able  to  manage  its  own 
affairs,  not  dependent  on 
charity. 

The  best  Christmas  present  of 
all  —  hope  for  a  better  new  year. 
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On  balance,  I  dont 
think  one  should  con- 
sider South  African 
gold  mines  a  one-way 
street. 

ALL  THAT 
GLITTERS 

By  John  Train 

I  sc.'VRCELY  e.\pf.c:tkd 
when  I  pointed  out  the 
investment  merits  of 
gold  in  an  earlier  col- 
umn ("Gold,  or  Ixni'  to 
hail  a  fi-og,"  Forbes, 
May  1 )  that  we'd  have 
the  wild  runup  that  en- 
sued. Industrial  con- 
sumption is  strong  and 
there  has  been  intense  speculative 
buying. 

Anyway,  here  we  are.  While  the  strate- 
gic value  of  gold  as  a  store  of  value  is 
unchanged,  short-term  speculators 
might  well  hesitate  to  jump  in  at  this 
stage.  (Long-term  investors  should  prob- 
ably not  try  to  trade  it.)  At  some  point 
the  dollar  will  stop  going  dovm  and  start 
going  up,  at  least  for  a  while,  against  the 
"hard  currencies" — and  gold.  Speculative 
enthusiasm  runs  in  cycles,  and  after 
everybody's  aboard  a  bandwagon  the  big- 
ger traders  can  step  off  suddenly,  leaving 
the  less  nimble  to  suffer  most  of  the  pain. 

That's  just  guesswork.  A  more  specific 
case  for  caution  can  be  made  relative  to 
gold  stocks  than  for  gold  itself,  I  think.  In 
the  first  place,  like  all  stocks,  they  tend 
to  move  in  advance  of  the  specific  events 
that  govern  their  fortunes,  the  most  im- 
portant of  which  in  this  instance  is  the 
bullion  price.  So  if  the  tide  is  to  turn  in 
favor  of  the  dollar,  and  thus  against  gold^ 
the  stocks  will  move  ahead  of  that. 

Second,  the  better  South  African  gold 
stocks  seem  quite  fully  priced  to  me  in 
relation  to  the  best  U.S.  specialty  growth 
stocks.  At  present  market  prices,  the 
best  ones,  according  to  calculations 
made  by  Martin  Co.,  an  excellent  Jo- 
hannesburg firm,  provide  rates  of  return 

John  Train  is  president  of  Trahi.  Smith.  Iinvstmeiit 
Counsel.  Setr  York,  and  the  antlxjr  of  Dance  of 
the  Money  Bees. 


to  an  investor  of  17%  or  so  b 
discounted  future  earnings — less 
on  dividends. 

By  way  of  comparison,  the  mo! 
esting  U.S.  specialty  growth  stoc 
indicated  discounted  cash-flow 
retum,  based  on  eamings,  in  the 
25%  range,  with  considerably 
looks.  The  white  South  Africans  I 
driven  into  the  sea  any  more  t| 
Israelis  can,  so  at  a  price  South  A 
an   investable    proposition.  H 
things  are  changing.  Miners'  wafl 
increased  several  hundred  pert) 
cently,  and  there's  no  particulai 
to  assume  the  trend  won't  ci 
even  though  wages  are  set  by  fial 
negt)tiation.  Then,  producing  froi 
er  and  deeper  zones  tends  to  meai 
costs.  And  if  there's  trouble  ii 
Africa,  corporate  taxes  could  rise 
Furthermore,  gold  is  found  ii 
places,  and  if  its  price  increasesj  5 
to  labor,  it  can  be  produced  ft)  « 
viously  uneconomic  sources.  Al'  'I* 
from  hoarded  supplies  pick  uf  ■ 
influences  tend  to  stabilize  the  i  ' 

id 
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So,  on  balance,  I  don't  t. 
should   consider   South  Afric 
mines  a  one-way  street  any  mor 
the  past;  perhaps  less. 

If,  in  spite  of  all  this,  you  do 
invest  rn  South  African  golds, 
group — or  finance  house  as  ( 
called — seems  to  me  a  more  r< 
approach  than  concentrating  or 
issues.  A  mining  finance  housj  er 
its  financial  and  technical  resoi|pa 
a  fire  department,  wherever 
arises  within  its  circuits;  wh« 
one  mine  might  have  troubll 
needed  capital  under  adverse — n 
emergency — conditions. 

The  retail  American  investor 
dinarily  get  proper  informatioi 
South  African  equities,  just  bri 
that  sketch  the  high  spots,  so 
preferable  to  choose  a  good  n 
nance  group  to  spread  your  ris 
try  buying  individual  mines, 
outtraded  by  big  local  investors 
ter  access  to  detailed  current  n< 
Only  two  finance  houses  sp 
gold  mining:  Goldfields  of  Soi 
and  Anglo  American.  Both  1 
spectable,  they  yield  between  \\ 
1 1.5%.  That's  less  than  most  ni 
but  solider.  Both  sell  about  401 
breakup  value  and  pay  out  on] 
much  in  dividends  as  they  takej 
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e  that  the  high  dividends  of  indi- 
South  African  gold  mines  are 
as  ordinary  income  but  should  be 
ered  in  part  returns  on  capital,  for 
asons: 

:,  while  in  general  there's  no  deple- 
iken,  they're  still  w^asting  assets, 
the  mine  is  exhausted,  that's  it. 
md,  one  should  probably  "deplete" 
atus  quo  of  South  Africa  itself: 
ow  many  years,  I  don't  know, 
physical  facts  of  South  African 
ining  are  astonishing.  The  deepest 
descend  to  some  12,000  feet — or 
ipire  State  Buildings  down. 

means   prodigious  ventilation 
ins;  about  four  tons  of  air  are  han- 
tr  every  ton  of  rock  (from  which  a 
ms  of  gold  are  extracted), 
big  mine  you  might  have  13,000 


ling  finance  house  de- 
\  itsfUiancial  and  techni- 
zsources  like  a  fire  de- 
ent,  wherever  the  need 
i  within  its  circuit; 
:as  one  mine  might  have 
\\e  raising  capital. 


dcrground,  a  couple  of  thousand 
1  the  surface  at  the  smelter,  in 
ation,  services  and  so  on,  and 
at  the  refinery. 

id  total  of  personnel  might  be 
(),  and  perhaps  $400  million  in 
-^sets. 

It  would  this  army  of  men  and 
iious  investment  in  plant  pro- 
day?  About  three  large  gold 
1  all,  each  of  which  you  could  lift 
r  lugh,  and  which  together  would 
mallish  wastebasket! 
,  on  balance  I'm  not  too  enthu- 
lut  the  better-grade  South  Afri- 
[ocks  at  these  prices. 
,  on  the  contraiy,  which  is  the 
invest  in  diamond  production, 
heap,  and  requires  less  confi- 
South  Africa,  as  much  of  its 
is  outside  of  the  country.  At  its 
aarket  price  it's  selling  for  about 
•s  earnings.  And  since  it's  a  con- 
pusiness — like  a  finance  house, 
mine — the  high  dividend  is  au- 
Unlike  gold,  which  is  a  com- 
iiamonds  are  a  cartel.  As  a  re- 
er  costs  can  be  passed  on  to  the 
making  it  not  surprising  that 
is  considered  one  of  the  best- 
nd  most  liberal  employers  in 
ican  mining).  I'll  write  about  it 
e  column.  ■ 


0 


,CEMBER25,  197« 


A  happy  marriage 
of  stability  and  high  income. 

p  Fidelity  Daily  Income  Trust  is,  first 

I  and  foremost,  a  decidedly  stable  invest- 

ment.  The  Trust's  portfolio  is  com- 
^  prised  exclusively  of  high  quality, 
short-term  securities. 

Paired  with  this  reassuring 
stability  is  a  yield  that  is  currently 
higher  than  most  regular 
bank  savings  accounts.* 
Immediate  liquidity, 
another  important  FDIT  feature, 
is  provided  by  a  free  check 
withdrawal  option  and  free 
telephone  withdrawals  as  well.  Learn  more  with  a  toll-free  call  today. 


Call  Free  (800)225-6190 


In  Mass.  Call  Collect  (617)  726-0650 


pi^T  Fidelity  Daily 
^        ^  Income  Trust 

PO  Box  8:i2,  Dept.  .IB  122578 

82  Devonshire  St..  Boston.  Mass.  02103 

For  more  complete  mformation, 
mciuding  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus  Read  it  carefully  before 
vou  inrest  or  send  monev 
FIDELITY  GROUP 

I  K«^r  y4  IiiIIk'Ii  ol  .issrts  unijcr  nuiiiatjetnent 


Name . 


Address . 


City. 


.State. 


.  Zip- 


Company . 


Telephone   

Retirement  Plan  Inlormalion  KeoghQ    403B  L 


"Of  course,  savings  accounts  offer  a  guaranteed  return  and  your  principal  is  insured  by  a  government  agency 
while  the  yield  and  principal  of  FDIT  will  fluctuate  as  market  conditions  change. 


^Tn  my  business 
wastedenefgy  is 
wasted  money^ 


"It's  just  that  simple.  The  energy 
audit  we  just  did  for  our  company 
showed  us  where  we  could  cut  out  a 
lot  of  that  waste.  Now  we  are  saving 
money  through  lower  operating  costs. 
To  me,  saving  energy  means  saving 
money.  It's  also  our  chance  to  serve 
the  Nation  as  well." 


ENERGY  CONSERVATION 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D.C. 


\fenture  Capital 


If  the  market  fools  us 
again,  and  we  have  a 
rally,  these  converti- 
bles should  do  very 
well  indeed. 

THE  JOYS 
OF  CON- 
VERTI- 


By  Thomas  P.  Murphy 

As  A  venture  capitalist, 
I  feel  quite  at  home  in 
the  convertible  bond 
market.  Why?  Because 
most  venture  capital 
deals  involve  debt  and 
preferred  stock,  with 
equity  thrown  in  as  a 
kicker.  Which  is  why 
convertibles  interest 
me  very  much  right  now:  Like  a  good 
venture  deal,  the  present  stock  market 
has  substantial  upside  potential,  but  also 
has  an  extraordinary  degree  of  risk,  what 
with  the  cloudy  economic  outlook,  two- 
figure  inflation  and  the  dangerous  dollar 
situation.  This  is  precisely  the  kind  of 
stock  market  where  convertibles  issues 
are  ideal. 

In  some  cases,  right  now  their  interest 
rates  or  yields  are  already  so  high  as  to 
give  them  more  of  the  characteristics  of 
bonds  than  stock-related  investments.  In 
others,  on  the  list  below,  the  converti- 
bles are  trading  at — or  close  to — tandem 
with  the  common  and  they  yield,  with 
two  minor  exceptions,  more  than  the 
common.  All  represent  companies 
whose  fundamentals  could  be  strong 
enough  to  swing  against  a  poor  stock 
market.  Since  December's  popular  con- 
sensus is  bearish,  we  should  remind  our- 
selves of  our  bullish  sentiments  in  Sep 
tember.  If  the  market  fools  us  again  and 
we  have  a  rally,  these  convertibles  should 
do  very  well  indeed. 

Whether  the  convertible  is  a  bond  or  a 
preferred  stock,  it  gives  you  the  right  to 

Tfxjmas  P.  Murphy  heads  a  venture  capital  Jinn, 
Partnership  Dankist,  Stamford,  Conn 


convert  at  a  predetermined  price  to  the 
common  stock  of  the  company.  This 
right,  in  reality,  is  rarely  exercised.  In- 
stead, the  convertible  goes  up  in  price  in 
parallel  with  the  common  stock.  In  a 
falling  market,  on  the  other  hand,  the 
convertible  will  find  its  bottom  as  a  bond 
or  preferred  stock,  while  the  common 
could  keep  on  declining. 

There  is  something  more,  though  it 
may  not  have  much  relevance  in  stron- 
ger companies.  A  convertible  is  a  better 
piece  of  paper  for  an  investor  to  own 
than  a  stock  when  a  company  really 
comes  on  hard  times.  The  board  of  direc- 
tors can  omit  the  common  dividend,  it 
can  dilute  the  common  stock  into  mean- 
ingless numbers,  but  short  of  bankrupt- 
cy, that  debt  or  preferred  stock  just  sits 
there  sticking  like  bubble  gum  on  a  shoe. 
When  a  convertible  is  trading  close  to  its 
common  stock  value  and  at  an  equal  or 
higher  interest  rate,  it  is  almost  always  a 
better  buy. 

Why  then  is  the  premium  so  small  and 
the  interest  rate  usually  so  much  higher 
for  this  better  investment;  Large  institu- 
tions shun  convertibles  because,  normal- 
ly, the  float  is  small  so  they  can  neither 
buy  nor  sell  meaningful  positions  easily. 
This  is  particularly  true  of  convertible 
bonds.  The  public  frequently  ignores 
convertibles  because  they  sound  compli- 
cated, and  a  lot  of  people  do  not  want  to 
take  the  time  to  understand  them. 
Brokers  do  not  push  convertible  bonds 
because  commissions  are  higher  on  the 
stock.  Such  is  human  nature. 

The  table  lists  eight  convertibles, 
bonds  and  preferred  stock.  All  are  in  or 
reasonably  close  to  the  money;  that  is, 
they  are  fairly  near  their  conversion  val- 
ues. The  yield  on  two  of  them,  Allen 
Group  and  General  Instrument,  is  so 
high  as  to  make  them  interesting  for 
return  alone. 

Some  are  true  growth  companies.  In- 
terpace,  which  is  bigger  in  sewer  pipes 
than  space  vehicles,  has  had  a  compound 


M()NKY&  INVESTMENT 


earnings  growth  of  16.5%  ov 
years,  so  even  if  next  year  doesn' 
ise  to  be  a  banner  one,  the  o 
should  do  well  in  the  longer  run 
Instrument,  with  a  yield  on  its 
ible  of  8.8%,  has  one  of  the  betfc 
bling  stories  around.  Among 
things,  the  company  makes  lott 
tems  and  recently  won  a  contra 
national  lottery  system  in  Canai 
also  raising  the  cultural  level  of 
building  the  world's  first  off-traj 
ting  theater  in  New  Haven,  Con 
track,  as  it  is  called,  will  bring  t 


ol 


A  convertible  is  a  better 
of  paper  for  an  investi 
own  than  a  stock  wiw^ 
company    really  comet 
hard  times. 


citement"  of  the  racetrack  to 
bettors  by  showing  them  the  u 
closed-circuit  television.  If  that 
awful  to  you,  remember  wh; 
Mencken  told  us:  Nobody  ev< 
broke  by  underestimating  the 
the  American  public. 

Cooper  Laboratories  is  anoth( 
esting  play.  It  is  one  of  the  few 
pharmaceutical  companies  arouii 
therefore  an  engaging  acquisitioi 
date.  The  stock  bounced  aroi; 
summer  based  on  takeover  rum 
did  not  prove  prophetic.  With 
yielding  only  1.9%,  I  am  not  sure 
want  to  wait  indefinitely  for  a  t 
but  I  can  be  a  lot  more  patient  h 
convertible  bond  yield  6.5%. 

It  has  been  said  that  a  cautu 
will  wear  both  a  belt  and  sus 
These  are  belt-and-suspenders 
investments.  ■ 


Convertibles  that  look  interesting 


Their  fundamentals  could  be  strong  enough 


Recent 

Recent 

 1 

price  of 

Conversion 

price  of 

Yield  on  ^ 

Name  of  convertible 

convertible 

value 

common 

convertible  o 

Allen  Group  1  l'/2S  '94 

112'/8 

108 

I5'/8 

10.3% 

Genl  Instrument  lO'As  '96 

116 

101 

29 '/8 

8.8 

Cooper  Labs  7 Vis  '91 

11 5 'A 

108'/2 

20% 

6.5 

Ramada  Inns  8s  '95 

12678 

125% 

9 

6.3 

Tallcy  Inds  $1  Pfd 

12'/« 

12y8 

113/4 

8.2 

Bunker  Ramo  $1.50  Pfd 

19'/4 

14'/s 

14'/8 

7.8 

Interpacc  Corp  S5  Pfd 

64 '/4 

63 '/2 

16'/8 

7.8 

Time  Inc  $1,575  A  Pfd 

30'/2 

29% 

41% 

5.2 

=1 
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FABERGE 

IMPERIAL  EGGS 
And  Other  Fantasies 

Hermione  Waterfield 
& 

Christopher  Forbes 


FABERGE 


A  Magnificenlly  Illustrated  Voiume 

Devoted  To 
The  jewelled  Extravagances  Created 
for  the  Last  Czars  of  Russia 

Gem-set  surprise  eggs,  singinjj  gold  birds 
hidden  in  jade-leafed  trees,  miniature  pad- 
dle steamers  of  gilt  silver,  frames  of  crystal 
and  fans  set  with  diamonds  and  ostrich 
feathers—  these  are  just  a  few  of  the  dazzling 
fantasies  created  by  the  House  of  Faberge  to 
amuse  Russia's  ill-fated  Imperial  Family  in 
the  twilight  years  of  the  Russian  Empire.  Not 
since  Cellini  has  the  art  of  the  goldsmith  and 
the  jeweller  achieved  such  heights  of  per- 
fection. In  123  brilliant  four-color  plates  this 
book  captures  all  aspects  of  Peter  Carl 
Faberge's  incredible  achievements.  From 
the  fabled  Imperial  Eggs,  presented  by  the 
Czar  to  his  wife  every  Easter,  to  gold- 
mounted  ebony  knitting  needles  for  a  do- 
mestically inclined  Grand  Duchess,  the  full 
genius  of  Faberge  is  evident  in  this  selection 
of  his  ob;ets  de  iuxe.  All  the  works  presented 
are  from  the  collection  of  FORBES  Maga- 
zine, the  most  important  holding  of  Faberge's 
Imperial  Treasures  outside  the  Soviet  Union. 

In  addition,  the  volume  contains  an  in- 
valuable guide  to  other  collections  of  Fab- 
erge open  to  the  public,  a  catalogue  raisonne 
of  the  Imperial  Eggs,  a  foreward  by  Malcolm 
S.  Forbes  and  an  essay  by  Dr.  Everett  Fahy, 
Director  of  The  Frick  Collection. 

This  book,  just  published  by  Charles  Scrib- 
ner's  Sons  retails  for  $19.95. 

For  a  limited  time  only,  FORBES  readers 
may  purchase  copies  for  only 
$17.50! 

Save  $2.45  per  copy. 

FORBES  Magazine  Collection 
60  Fifth  Avenue 
New  York,  N.Y.  10011 

Please  send 

 copies  FABERGE  at  $17.50  @  

N.Y.  residents  add  appropriate  tax  

Total  enclosed  


□  Check  payable  to  Forbes  Inc.  enclosed. 

□  Please  bill  me. 

Name  


Address  . 


Zip. 
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Business  thrives  on  firm  and 
rapid  decisions.  Any  decision  is 
often  better  than  no  decision. 
William  Fkather 


I  beheve  that  it  is  probably 
true  that  fortune  is  the  arbiter 
of  half  the  things  we  do, 
leaving  the  other  half  or  so  to 
be  controlled  by  ourselves. 
NiccoLO  Macmiavelli 


All  good  things  which  exist 
are  the  fruits  of  originality. 
John  Stuart  Mill 

Don't  be  afraid  to  take  a  big  step 
if  one  is  indicated.  You  can't 
cross  a  chasm  in  two  small  jumps. 
Lloyd  George 


Custom,  then,  is  the  great 
guide  of  human  life. 
David  Hume 


Progress  in  industry  depends 
very  largely  on  the  enterprise  of 
deep-thinking  men,  who  are  ahead 
of  the  times  in  their  ideas. 
William  Ellis 


A  Text . . . 

Through  God  we  shall  do 
valiantly:  for  He  it  is  that  shall 
tread  down  our  enemies. 
PSALM  108:13 


Sent  in  by  Bernice  W.  Lyster,  Bozeman, 
Mont.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


It  is  bad  for  the  mind  to  be 
always  a  part  of  a  unanimity. 
Christopher  Morley 


The  open  mind  never  acts — when 
we  have  done  our  utmost  to  arrive 
at  a  reasonable  conclusion,  we 
Still,  when  we  can  reason  and 
investigate  no  more,  must  close 
our  minds  for  the  moment  with  a 
snap,  and  act  dogmatically  on 
our  ovra  conclusion.  The  man 
who  waits  to  make  an  entirely 
reasonable  will  dies  intestate. 
George  Bernard  Shaw 


Thoughts 

on  the  Business  of  Life 


Ideas  are  the  most  valuable 
commodity  in  the  world  today.  Ideas 
are  horn  of  initiative.  The 
organization  headed  by  a  man  of 
inilicitive  is  always  o}w  jump 
ahead  of  its  com/)etitor  headed  by 
an  imitator  A  thousand  and  one 
new  problems  arise  daily  for 
solution  in  ever}'  field  of  endeavor 
These  problems  cannot  be  overcome 
by  ad/jering  to  old  rules,  old 
formulas,  old  devices.  They  call  fin- 
original  thinking,  for  resourcefulness, 
for  initiative. 
B.C.  Forbes 


The  fact  is,  that  to  do  anything 
in  the  world  worth  doing,  we  must 
not  stand  back  shivering  and 
thinking  of  the  cold  and  danger, 
but  jump  in  and  scramble  through 
as  well  as  we  can. 
Richard  Gushing 


Man  is  an  imitative  creature. 
Johann  Schiller 


The  reward  for  being  a  good 
problem  solver  is  to  be  heaped 
with  more  and  more  difficult 
problems  to  solve! 

BUCKMINSTER  FuLLER 


The  fine  points  that  are  uncovered 
in  our  work  as  a  result  of  close 
study,  diligent  care,  constant 
application  and  always  trying  to 
improve  our  methods  represent 
the  best  and  most  valuable 
knowledge  we  get  in  business — 
and  the  sum  total  of  that 
attentive  attitude  is  what 
we  call  skill. 
Roderick  Stevens 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  S11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue,  New  York, 
N.Y.  won.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


And  when  we  give  each  other 
Christmas  presents  in  His  namj 
let  us  remember  that  He  has  giv 
us  the  sun  and  the  moon  and  th 
stars,  the  earth  with  its  forests 
and  mountains  and  oceans — ancj 
that  lives  and  moves  upon  therj 
He  has  given  us  all  green  thing' 
and  everything  that  blossoms  a 
bears  fruit — and  all  that  we 
quarrel  about  and  all  that  we  h 
misused — and  to  save  us  from  ( 
own  foolishness,  from  all  our 
sins  He  came  down  to  earth 
and  gave  us  Himself. 
SiGRHj  Undset 


In  all  my  perplexities  and 
distresses,  the  Bible  has  never 
failed  to  give  me 
light  and  strength. 
Robert  E.  Lee 


Many  people  have  known 
happiness,  but  didn't  know 
it  when  they  had  it. 
Frank  Tyger 


It  is  not  in  the  power  of  the 
most  exalted  wit  or  enlarged 
understanding,  by  any  quickne 
or  variety  of  thought,  to  inveni 
or  frame  one  new  simple  idea. 
John  Locke 


To  copy  faults  is  want  of  sense 

ClL^RLES  ChI'RCHILI. 


The  human  race  is  governed 
by  its  imagination. 
Napoleon  Bonaparte 


To  follow  foolish  precedents, 
and  wink  with  both  our  eyes, 
is  easier  than  to  think. 
William  Cowper 


The  larger  part  of  goodness  is 
the  will  to  become  good. 
Seneca 


On  the  occasion  of  every  acci 
that  befalls  you,  remember  to 
turn  to  yourself  and  inquire 
what  power  you  have  for 
turning  it  to  use. 
Epictetus 


Christmas  itself  may  be  calle 
into  question  if  carried  so 
far  it  creates  indigestion. 
Kalph  Bergengren 
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